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Independent Auditor’'s Report
To the members of ABHI Microfinance Bank Limited (formerly FINCA Microfinance Bank Limited)
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of ABHI Microfinance Bank Limited (formerly
FINCA Microfinance Bank Limited) ("the Bank"), which comprise the balance sheet as at December
31, 2023, and the profit and loss account, the statement of comprehensive income, the statement
of changes in equity, the cash flow statement for the year then ended and notes to the financial
statements, including material accounting policy information and other explanatory information, and
we state that we have obtained all the information and explanations which, to the best of our
knowledge and belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
balance sheet, the profit and loss account, the statement of comprehensive income, the statement
of changes in equity and the cash flow statement together with the notes forming part thereof
conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), Microfinance Institutions Ordinance,
2001 and the directives issued by the State Bank of Pakistan in the manner so required and
respectively give a true and fair view of the state of the Bank's affairs as at December 31, 2023 and
of the loss and other comprehensive income, the changes in equity and its cash flows for the year
then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable
in Pakistan. Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are independent
of the Bank in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan
(the Code) and we have fulfilled our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Material Uncertainty relating to Going Concern

We draw attention to Note 11 in the financial statements, which indicates that the Bank incurred a
net loss of Rs. 1,729.87 million during the year ended December 31, 2023 and, as of that date, the
Bank’'s accumulated losses of Rs. 4,653.58 million have resulted in negative capital of Rs. 1,131.86
million. Consequently, the Bank was In breach of the minimum capital requirements prescribed
under the State Bank of Pakistan's Prudential Regulations for Microfinance Banks. As stated in Note
11, these events or conditions, along with other matters as set forth therein, indicate that a material
uncertainty exists that may cast significant doubt on the Bank's ability to continue as a going
concern. Our opinion is not modified In respect of this matter. QW&
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‘ Independent Auditor’s Report (continued)
' To the members of ABHI Microfinance Bank Limited

(formerly FINCA Microfinance Bank Limited)

Emphasis of Matter

We draw attention to Note 13.2 to the financial statements, which describes that the Bank has
recognized a deferred tax asset of Rs. 4,271.76 million based on the business plan and financial
projections approved by the Board of Directors of the Bank. The realization of this deferred tax asset
is dependent on the Bank generating sufficient taxable profits in future periods. The preparation of
these projections involves the use of management assumptions and judgments about future
profitability. A significant change in these assumptions may affect the recoverability of the deferred
tax asset. Our opinion is not modified in respect of this matter.

Information Other than the Financial Statements and Auditor's Reports Thereon

Management is responsible for the other information. The other information comprises the
information included in the directors’ report but does not include the financial statements and our
auditor's reports thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

Responsibilities of Management and the Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting and reporting standards as applicable in Pakistan, the requirements of
the Companies Act, 2017 (X1x of 2017), Microfinance Institutions Ordinance, 2001 and the directives
issued by the State Bank of Pakistan and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Bank or
to cease operations, or has no realistic alternative but to do so.

The Board of directors is responsible for overseeing the Bank's financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance s a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs as applicable in Pakistan will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are PW

Page 2 of 4


https://v3.camscanner.com/user/download

. Independent Auditor’s Report (continued)
‘ To the members of ABHI Microfinance Bank Limited
‘\ (formerly FINCA Microfinance Bank Limited)

considered material If, Individually or In the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtaln audit evidence that Is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

* Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Bank’s Internal control.

= Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

* Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Bank's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Bank to cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

We communicate with the Board of Directors regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Bank as required by the Companies Act, 2017 (XIX
of 2017);

b) the balance sheet, the profit and loss account, the statement of comprehensive income, the
statement of changes in equity and the cash flow statement together with the notes thereon
have been drawn up In conformity with the Companies Act, 2017 (XIX of 2017), Microfinance
Institutions Ordinance, 2001 and the directives Issued by the State Bank of Pakistan and are in
agreement with the books of account and returns; QW
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‘ Independent Auditor’s Report (continued)
To the members of ABHI Microfinance Bank Limited

(formerly FINCA Microfinance Bank Limited)

c) investments made, expenditure incurred and guarantees extended during the year were In
accordance with the objects and powers of the Bank and the transactions of the Bank which have
come to our notice have been within the powers of the Bank; and

d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was deducted
by the Bank and deposited in the Central Zakat Fund established under section 7 of that
Ordinance.

Other Matter

The financial statements of the Bank for the year ended December 31, 2022 were audited by another
auditor who expressed an unmodified opinion on those financial statements on October 23, 2025.

The engagement partner on the audit resulting in this independent auditor’s report is Nouman Razaq
Khan.

e e

PKF F.R.A.N.T.S.
Chartered Accountants
Lahore

Date: November 20, 2025
UDIN: AR20231020515mxKRJly
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ABHI MICROFINANCE BANK LIMITED
(formerly FINCA MICROFINANCE BANK LIMITED)

Balance Sheet
As at 31 December 2023

31 December 2023

31 December 2022

Note Rupees Rupees
Assets
Cash and balances with SBP and NBP 7 1,830,826,692 1,960,777,194
Balances with other banks / NBFls / MFBs 8 105,940,179 147178,213
Investments 9 3,889,939,410 7,461,699,210
Advances - net of provisions 10 17,965,971,882 16,353,759,067
Operating fixed assets 11 1,210,796,065 1,616,031,122
Other assets 12 2,595,318,825 1,688,669,181
Deferred tax asset 13 4,271,761,534 3,175,716,231
Total assets 31,870,554,587 32,403,830,218
Liabilities
Deposits and other accounts 14 25,539,671,770 24 476,984,617
Borrowings 15 3,046,875,000 3,795,878,780
Subordinated debt 16 800,000,000 800,000,000
Other liabilities 17 3,615,863,458 2,810,943,001
Total liabilities 33,002,410,228 31,883,806,398
Net assets (1,131,855,641) 520,023,820
Represented by:
Share capital 18 6,348,887,110 6,348,887,110
Discount on issue of shares (4,089,040,293) (4,089,040,293)
Statutory and general reserves 868,881,433 868,881,433
Depositors' protection fund 390,823,377 320,859,941
Accumulated losses (4,653,579,935) (2,923,816,707)
(1,134,028,308) 525,771,484
Surplus/(deficit) on revaluation of assets - net of tax 19 2,172,667 (5,747 664)
Deferred grants 20 - -
Total capital (1,131,855,641) 520,023,820
Memorandum / off-balance sheet items 21
The annexed notes from 1 to 46 form an integral part of these financial statementslqm/
/‘?/,j \/(-/ ,//--,
Chief Executlv,é |cer Chairm Director
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ABHI MICROFINANCE BANK LIMITED

(formerly FINCA MICROFINANCE BANK LIMITED)
Profit and Loss Account

For the year ended 31 December 2023

Note
Mark-up / return / interest earned 22
Mark-up / return / interest expensed 23
Net mark-up / interest income
(Provision) / reversal against non-performing advances 10.4
Bad debts written off directly 10.4.1
Net mark-up / interest income after provisions
Non mark-up / non interest income
Fee, commission and brokerage income 24
Other income 25
Total non mark-up / non interest income
Non mark-up / non interest expenses
Administrative expenses 26
Other charges 27
Total non mark-up / non interest expenses
Loss before taxation
Taxation - Current
- Prior years
- Deferred
28

Loss after taxation
(Accumulated losses) / unappropriated profit brought forward
Other comprehensive income / (loss) for the year
Accumulated losses before appropriation
Appropriations:
Transfer to:

Statutory reserve

Capital reserve

Dividend

Contribution to depositors' protection fund

Revenue reserve
Accumulated losses carried forward
Loss per share - basic and diluted 32

The annexed notes from 1 to 46 form an integral part of these financi

/W,

Chief Exeajl(tive Officer

Chairﬁ
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31 December 2023 31 December 2022

Rupees Rupees
6,309,457,793 4,824,428,832
(4,893,564,249) (3,415,357,909)
1,415,893,544 1,409,070,923

(1,045,713,841)

(3,717,709,633)

(7,075,302) (8,472,838)
(1,052,789,143) (3.726,182,471)
363,104,401 (2,317,111,548)
671,719,455 583,830,185
830,671,299 415,861,762
1,502,390,754 999,691,947
1,865,495,155 (1,317,419,601)
(4,563,623,036) (3,968,954,772)
(45,530,323) (57,494,728)
(4,609,153,359) (4,026,449,500)
(2,743,658,204) (5,343,869,101)
(87,300,516) (67,603,237)

v (8,685,210)

1,101,092,708

2,162,968,881

1,013,792,192

2,086,680,434

(1,729,866,012)

(3,257,188,667)

(2,923,816,707) 334,322,112
102,784 (950,152)
(4,653,579,935) (2,923,816,707)
(4,653,579,935) (2,923,816,707)
(2.72) (5.13)

statements. QW

Director




ABHI MICROFINANCE BANK LIMITED
(formerly FINCA MICROFINANCE BANK LIMITED)

Statement of Comprehensive Income
For the year ended 31 December 2023

31 December 2023 31 December 2022

Rupees Rupees
Loss after taxation (1,729,866,012) (3,257,188,667)
Other comprehensive income / (loss) for the year:
Components of comprehensive income / (loss) for the year
transferred to equity:
Items that will not be reclassified subsequently to profit and loss account
Remeasurement of post retirement defined benefit obligation 158,130 (1,557,6286)
Related tax impact (55,346) 607,474
102,784 (950,152)
Total comprehensive loss for the year transferred to equity (1,729,763,228) (3,258,138,819)
Components of comprehensive income / (loss) for the year
not transferred to equity:
Items that may be reclassified subsequently to profit and loss account
Net change in fair value of ‘available-for-sale’ securities 12,800,150 8,865,200
Related tax impact (4,992,059) (2,725,924)
7,808,091 6,139,276
Total comprehensive loss for the year (1,721,955,137) (3,251,999,543)

N
if’
The annexed notes from 1 to 46 form an integral part of these financial statements. ?m

A, B8 .
Chief ExecutivglOfficer

Director
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ABHI MICROFINANCE BANK LIMITED

(formerly FINCA MICROFINANCE BANK LIMITED)

Cash Flow Statement
For the year ended 31 December 2023

Cash flow from operating activities

Loss before taxation

Adjustments for non-cash charges and other items:
Depreciation on property and equipment
Depreciation on right of use assets
Amortization on intangible assets
Notional interest on lease liability
Provision against non-performing advances
Bad debts written off directly
Operating fixed assets written off
Markup earned on investments in government securities
Gain on disposal of operating fixed assets
Gain on revaluation of held for trading securities
(Gain) / loss on disposal of government securities
Amortization of deferred grant
Liabilities written back
Gain on termination of lease
Provision for gratuity

Decrease / (increase) in operaling assets:
Net investments in held for trading securities
Advances
Others assels

(Decrease) / increase in operating liabilities:
Bills payable
Borrowings from financial institutions
Deposits
Other liabilities

Gratuity paid
Income tax paid
Net cash used in operating activities

Cash flow from investing activities

Net investiments in available for sale securities
Purchase of operaling fixed assets

Sale prac{eeds of operating fixed assets

Net cash generated from investing activities

Cash flow from financing activities

Grant received
Payment of lease liabilities
Net cash used in financing activities

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

The annexed notes from 1 to 46 form an integral part of these financial state

‘@%ﬂ7/”fé" /

Chief Executive Officer G

Note

1.4
1.3
11.2
17.4
10.4

1.4
22
25
25
25
20
25
25

31 December 2023

31 December 2022

Rupees Rupees
(2,743,658,204) (5.343,869,101)
173,526,709 184,672 366
221,337,641 235,821,238
55,790,040 63,606,788
99,735,482 127,078,169
1,045,713,841 3,717,709 633
7,075,302 8,472,838
27,004,807 -
(1,010,898,232) (1,023,072,608)
(1,341,373) (505,499)
(1,679) s
(1,902,818) 20,785,133
(2,864,087) =
e (20,000,000)
(47,359,716) -
91,753,302 83,529,538
657,569,219 3,398,097,598
(2,086,088,985) (1,945,771,503)
(171,016,327) (4,188,993)
(2,665,001,958) (1,252,747 650)
(963,267,499) 1,332,761,300
(3,799,285,784) 75,824 657
(23,422,785) 41,909,111
(749,003,780) (585,500,105)
1,062,687,153 (942,142,829)
1,125,615,381 258,183,819
1,415,875,969 (1,227,550,004)
(4,469,498,800) (3,097,496,850)
(68,293,019) (76,571,339)
(46,847,813) (64,711,408)
(4,584,639,632) (3,238,779,597)
4,838,526,445 3,818,051,350
(68,645,406) (125,333,862)
7,736,118 2,013,141
4,777,617,157 3,694,730,629
2,864,087 -
(367,030,148) (329,179,863)
(364,166,061) (329,179,863)
(171,188,536) 126,771,169
2,107,955,407 1,981,184,238
1,936,766,871 2,107,955,407

Director




ABHI MICROFINANCE BANK LIMITED
(formerly FINCA MICROFINANCE BANK LIMITED)

Notes to the Financial Statements
For the year ended 31 December 2023

1

Status and nature of business

ABHI Microfinance Bank Limited (formerly FINCA Microfinance Bank Limited) ("the Bank") was incorporated on 26 June
2008 as a public limited company. The Bank obtained the microfinance banking license from the State Bank of Pakistan
("SBP") on 12 August 2008 under the provisions of Microfinance Institutions Ordinance, 2001 and certificate of
commencement of business on 04 September 2008 from Securities and Exchange Commission of Pakistan. The Bank
received the certificate of commencement of business from SBP on 27 October 2008.

The principal business of the Bank is to provide microfinance services to the poor and under-served segments of the
sociely as envisaged under the Microfinance Institutions Ordinance, 2001, The Bank is licensed to operate nationwide.
As at 31 December 2023, the Bank has 114 branches (2022: 130 branches) operating in the provinces of Punjab, Khyber
Pakhtunkhwa, Balochistan, Sindh, Gilgit Baltistan and Azad Jammu & Kashmir. Details of the Bank's branch network are
presented in note 35. The credit rating company PACRA assigned the long term entity rating of the Bank at 'BBB+' dnd
shart term rating at 'A-3' on 23 February 2024. i
The registered office of the Bank was previously located at Building-36, Secter-XX, Commercial Zone, Phase i,
Khayaban-e-lgbal, DHA, Lahore, Pakistan. However, subsequent to the year-end, and in light of events disclosed in nPte
45, the registered office of the Bank has been relocated to Plot No. 12, S.A. House, D-12 Markaz, Islamabad, Pakistan|

During the year and as at the reporting date, the holding company of the Bank was FINCA Microfinance Cooperalief
U.A._(a cooperative with exclusion of liability incorporated in the Netherlands). The ultimate holding company of the Bank
was FINCA Impact Finance, a not-for-profit corporation incorporated in Washington DC, USA.

As detailed in note 45, subsequent to the year-end, the Bank was jointly acquired by Abhi (Private) Limited and TPL Corp
Limited in January 2025. This transaction represents a significant non-adjusting event under IAS 10 Events after the
Reporting Period. Accordingly, no adjustments have been made to these financial statements; however, the event has
been appropriately disclosed herein to inform users of the financial statements.

1.1 Going concern assumption

During the year ended December 31, 2023, the Bank reported a net loss of Rs. 1,729.87 million (2022:Rs.
3,257.19 million), increasing accumulated losses to Rs. 4,653.58 million (2022: Rs. 2,923.82 million).
Consequently, the Bank’s capital position turned negative, with a capital deficit of Rs. 1,131.86 million at ygar-
end as against the Minimum Capital requirement of Rs. 1,000 million while the Capital Adequacy Ratio (CAR)
also remained below the prescribed level of 15% as required under the State Bank of Pakistan's Prudeptial
Regulations for Micrefinance Banks. r

These conditions indicate the existence of a material uncertainty that may cast significant doubt on the Bajﬂk‘s
ability to continue as a going concern and, accordingly, its capacity lo realize assets and discharge liabilities in
the normal course of business. The deterioration in financial performance and position over the past few years
has primarily been driven by the maturity of COVID-19—restructured loans, which resulted in substantial wri

Purchase Agreement (SPA) with the then majority shareholder i.e. FINCA Microfinance Cooperatief
accompanied by a rebranding of the Bank. The acquisition and related change of control were completed
the approval of the State Bank of Pakistan (SBP). Under the stewardship of the new management tea
comprehensive strategic turnaround plan has been initiated, aimed at restoring profitability, enhancing a
quality, improving capital base and operational efficiency. Key measures include:

- Injection of additional equity of Rs. 2 billion through a right issuance of 200 million ordinary shares of Rs.
10 each, with commitment to inject further equity of Rs. 2 billion by new sponsors subject to regulatory
approvals.

- Restructuring of borrowings, including the extension of repayment terms for Rs. 3,000 million from lhe
SBP and Rs. 800 million from the Pakistan Microfinance investment Company (PMIC), along with a wailer
of accrued mark-up due to PMIC (refer to notes 15.2 and 16.1 for details).

- Transitioning to a secured-lending model, particularly gold-backed loans and assel-secured midro-
enterprise financing, minimizing credit risk and ensuring stable returns.

The new management is confident that the measures outlined above will enable the Bank to restore financial
stability and achieve sustainable operations. Accordingly, these financial statements have been prepared gn a
going concern basis.Q\\*
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ABHI Microfinance Bank Limited

(Formerly FINCA Microfinance Ba
Notes to the Financial

Limited)
tements

For the year ended 31 Deceinber 2023

2 Basis of presentation

21

2.2

These financial statements have been presented in accordance with the requirements of SBP Ba
Supervision Department (BSD) Circular No. 11 dated 30 December 2003 and fifth schedule to the Comp
Act, 2017.

Banking Policy & Regulations Department (BPRD) of State Bank of Pakistan (SBP) via circular no. 3 of 2
dated February 09, 2023, introduced the new format for preparation of annual and interim financial statem
for microfinance banks due to significant regulatory developments including implementation of IFRS 9 as

ing
ies

23
nts
vell

as many other additions / amendments in the International Financial Reporting Standards. The revised format
for preparation of annual financial statements are applicable effective from the accounting year ending
December 31, 2024 and revised format for preparation of interim financial statements are applicable effeclive

from the first quarter of year 2024.

These financial statements comprise of balance sheet of the Bank as at 31 December 2023 and the related
profit and loss account, statement of comprehensive income, statement of changes in equity and cash flow

statement together with the notes forming par thereof for the year ended 31 December 2023.

3 Basis of measurement

These financial statements have been prepared under the historical cost convention except for the following which jare
stated at fair values / present values: .

Investments in government securities;
Right of use assels and corresponding lease liabilities; and
Payable to defined benefit plan.

These financial statements are presented in Pakistani Rupees ("Rs.") which is the Bank's functional and presentatignal
currency. All amounts have been rounded to the nearest Pakistani Rupee, unless otherwise indicated.

4 Statement of compliance and basis of preparation

4.1

These financial statements have been prepared in accordance with the accounting and reporting standardg as

applicable in Pakistan. The accounting and reporting standards as applicable in Pakistan comprise of:

- International Financial Reporting Standards (IFRS) issued by the International Accounting Standgrds

Board (IASB) as are notified under the Companies Act, 2017,

- Provisions of and directives issued under the Microfinance Institutions Ordinance, 2001, pruderjtial

regulations for the Microfinance Banks and the Companies Act, 2017; and

- Directives issued by the State Bank of Pakistan (SBP) and the Securities and Exchange Commissio
Pakistan (SECP).

Wherever the requirements of the Microfinance Institution Ordinance, 2001, the Companies Act, 2017 or
directives issued by the SBP and SECP differ with the requirements of IFRS, the requirements of
Microfinance Ordinance, 2001, the Companies Act, 2017 and the related directives shall prevail.

of

the
the

The SBP, vide BSD Circular Letter No. 10, dated 26 August 2002 has deferred the applicability of Internatignal
Accounting Standard 39 ‘Financial Instruments: Recognition and Measurement' (IAS 38) and Internatignal

Accounting Standard 40 'Investment Property’ (IAS 40) for banking companies till further instructions. Furt

her,

according to a notification of Securities and Exchange Commission of Pakistan (SECP) dated 28 April 2008,

International Financial Reporting Standard 7 ‘Financial Instruments Disclosure’ (IFRS 7), has not been m
applicable for banks. Accordingly, the requirements of these standards have not been considered in
preparation of these financial statements. However, investments have been classified and disclosed
accordance with the requirements prescribed by SBP through various circulars.

ade
the
in

As per SBP BPRD Circular No. 03 of 2022, the effective date for the implementation of IFRS 9 Finangcial

Instruments is accounting period beginning on or after January 1, 2024. As part of the same circular, SBP
issued detailed instructions on the application of the Standard, including transitional provisions, impact on
Capital Adequacy Ratio (CAR) calculation and reporing requirements. The Bank carried out an im
assessment in accordance with SBP's instructions and, based on preliminary results, does not expect
material increase in provisioning levels. IFRS 9 will be adopted using the modified retrospective approach,
the cumulative effect recognized in opening equity as of January 1, 2024, and no restatement of comparativ
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ABHI Microfinance Bank Limited

(Formerly FINCA Microfinance Bank Limited)
Notes to the Financial Statements

For the year ended 31 December 2023

4.2  Standards, interpretations and amendments to the approved accounting standards

4.2.1 Standards, interpretations and amendments that are effective in the current year

There are certain new standards, interpretations and amendments to existing accounting and reporiing
standards that have become applicable to the Bank for accounting periods beginning on or after January 1,
2023. These are either considered not to be relevant or not to have any significant effect on the Bank's
financial statements.

4.2.2 Standards, interpretations and amendments that are not yet effective
Following standards and amendments to published accounting standards will be effective in future periods and
have not been early adopted by the Bank. The Bank considered the following standards are either not relevant
or will not have material impact.

Effective date (annual
reporting periods beginnipg

on or after)
1AS 1 Classification of liabilities as current and non-current January 1, 2024
(Amendments)
IAS TIFRS 7 Supplier Finance Arrangements (Amendments) January 1, 2024
IAS 21 Lack of exchangeability (Amendments) January 1, 2025
IFRS 10/IAS 28 Sale or Contribution of Assets between an Investor To be announced
and its Associale or Joint Venture (Amendments)
IFRS 16 Lease Liability in a Sale and Leaseback (Amendments) January 1, 2024
IFRS 17 Insurance Contracts January 1, 2026

4.2.3 Following standards have been issued by the International Accounting Standards Board (IASB), which are jyet
to be notified by the Securities and Exchange Commission of Pakistan (SECP) as at December 31, 2023 [for
the purpose of their applicability in Pakistan:

IFRS 1 First Time Adoption of International Financial Reporting Standards

5 Use of accounting estimates and judgements

The preparation of these financial statements is in conformity with the approved accounting standards requifes
management to make judgements, estimates and assumptions that affect the application of policies and reporfed
amounts of assets, liabilities, income and expenses.

The estimates and associated assumplions and judgements are based on historical experience and other factors that are
believed to be reasonable under the circumstances, the result of which form the basis of making the judgements abgut
carrying values of assets and liabilities that are readily apparent from other sources. Actual results may differ from thdse
estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting estimates gre
recognized in the period in which the estimate is revised if the revision effects only that period, or in the period of revisfon
and fulure periods if revision affects both current and fulure periods. The areas where various assumplions and
estimates are significant to Bak's financial statements are as follows:

Note
- Provision for Advances 6.3
- Operating fixed assels 64
- Provision for taxation 6.7
- Recoverability of deferred tax assets 6.7
- Staff retirement benefits 6.8

6 Material accounting policy information

The material accounting policies adopled in the preparation of the financial statements are set out below. The accounting
policies have been consistently applied to all the years presented, excepl as mentioned.

6.1 Cash and cash equivalents

Cash and cash equivalents for the purpose of cash flow statement reprasent cash in hand and balances held
with treasury banks and balances held with other banks in current and deposit accounts with maturities of lgss
than three months and are carried at cost V|
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6.2

6.2.1

6.2.2

6.2.3

6.3

ABHI Microfinance Bahk Limited

(Formerly FINCA Microfinance Ba
Notes to the Financial
For the year ended 31 Dece.

Investments

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

Limited)
atements
ber 2023

or

Investments (other than 'held for trading') are initially measured at cost, being the fair value of consideration
paid. 'Held for trading' investments are initially measured at fair value and transaction costs are expensed put

in the profit and loss account,

All purchases and sale of investments that require delivery within the time frame established by regulatior|

or

market convention are recognized at the trade date which is the date, the Bank commits to purchase or sale

the investment.
Investments are classified as follows:

Held for trading

Securilies acquired with the intention to be disposed off within 90 days trade by taking advantage of short-tg
market / interest rate movement are classified as 'held for trading' investments.

After initial measurement, these are measured at mark-to-market and surplus / deficit arising on revaluation

m

of

‘held for trading' investments is recognized in profit and loss account in accordance with the requirements

prescribed by the SBP.

Held-to-maturity

Investments with fixed maturity, where management has both the intent and the ability to hold till maturity, g

classified as 'held to maturity' and are initially measured at cost.

=

e

Subsequent to initial measurement, these are carried at amortized cost, less provision for impairment in value,

if any, and amortized cost is calculated taking into account effective yield method. Profit on 'held to malulity'

investments is recognized on a time proportion basis taking into account the effective yield on the investmen

S.

Premium or discount on acquisition of 'held to maturity' investments is amortized through profit and l¢ss

account over the remaining period till maturity.

Available for sale

Investments that are intended to be held for an undefined period of time but may be sold in response to
need for liquidity or changes in interest rates are classified as ‘available for sale'.

Investments classified as 'available for sale' are initially measured at cost, being the fair value of considerat
paid. Subsequent to initial recognition at cost, these investments are measured at fair value.

The surplus / (deficit) arising on revaluation of available for sale investments is shown in the balance sheet

below equity. The surplus / (deficit) arising on these investmentls is recognized in the profit and loss accoy
when actually realized upon disposal.

nt,

Provision for impairment in the value of securities is made after considering objective evidence of impairment

as a result of one or more evenls thal may have an impact on the estimated future cash flows of theg

investments, A significant or prolonged decline in the value of security is also considered as an object)

se
ve

evidence of impairment. Provision for diminution in the value of debt securities is made as per the prudential

regulations.

In the event of impairment of 'available for sale' securities, the cumulative loss that had been recogni
directly in surplus on revaluation of securities on the balance sheet shown below equity is therefore adjus
and recognized in the profit and loss account

Advances

These are stated net of provision for non-performing advances, (if any). The outstanding principal and mark
on the loans and advances, payments against which are overdue for 30 days or more, are classified as n¢
performing loans (NPLs). The unrealized interest / mark-up on NPLs is suspended and credited to inter
suspense account. State Bank of Pakistan (SBP) via ACAMFD circular No. 02 of 2022 dated 16 March 20
has revised Prudential Regulation R-8: Classifications of Assets and Provisioning Requirements
Microfinance Banks. i~
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ABHI Microfinance Bahk Limited
(Formerly FINCA Microfinance Ba
Notes to the Financial

explained below. Advances are written off according to the Prudential Regulations or when there is no reali
prospect of recovery. These regulations prescribe a time based criteria for classification of non-perfo
advances into the following categories:

Category General loans Housing loans Microenterprise loans
a) Other Assets Loan (principal/mark- Loan (principal/mark- Loan (principal/marttup)
Especially up) is overdue for 30 or up) Is overdue for 90 or is overdue for 90 or
Mentioned (OAEM) more but less then 60 more but less then 180 more but less then ] 80
days days days
b) Substandard Loan (principal/mark- Loan (principal/mark- Loan (principal/mafk-
up) is overdue for 60 or up) is overdue for 180 up) Is overdue for 180
more but less then 80 or more but less then or more but less then
days one year one year
c) Doubtful Loan (principal/mark- Loan (principal/mark- Loan (principal/mafk-
up) is overdue for 90 or up) Is overdue for one up) is overdue for dne
more but less then 180 year or more but less year or more but lelss
days then two years then 18 months
d) Loss Loan principal/mark-up) Loan (principal/mark- Loan (principal/mafk-
is overdue for 180 days up) is overdue for two up) is overdue for | 8

or more

year of more

months or mare

In accordance with the Prudential Regulations, the Bank maintains specific provision for potential loan losses
for all non-performing advances. The provision is determined on the basis of outstanding principal net of cgsh
collaterals and gold (ornaments and bullion) realizable without recourse to a2 Court of Law and Forced Sgle
Value (FSV) of pledged stocks, plant &machinery under charge and mortgaged residential, commercial gnd
industrial properties (land &building only).

Category General loans Housing loans Microenterprise lodns
a) Other Assets
Especially Nil Nil 10%
Mentioned (QAEM)
b) Substandard 25% 25% 25%
c) Doubtful 50% 50% 50%
d) Loss 100% 100% 100%

Specific and general provisions against loans and advances are made in accordance with the requirements of
the Prudential Regulations issued by the State Bank of Pakistan from time lo time and management
assumptions

Non-performing advances are written off in accordance with revised Prudential Regulation R-10; Charging4off
non-performing loans (NPLs) issued by State Bank of Pakistan (SBP) via AC&MFD circular No, 02 of 2022
dated 16 March 2022 as follows:

General loans
Housing loans

Microenterprise loans

However, the Bank continues its efforts for recovery of the written off balances.?lw

One month after being classified as "Loss."
One month after 05 years from the date of classification of loan.

Loan secured against Mortgaged residential, commercial and
industrial properties (Land & building only) is charged off, one
month after 05 years from the date of classification of loan. All other
loan shall be charged off, one month after 03 years from the datefof
classification.
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6.4

6.4.1

6.4.2

6.4.3

6.4.4

ABHI! Microfinance Bank L

ited

(Formerly FINCA Microfinance Bank Limited)
Notes to the Financial Statements
For the year ended 31 Decembet 2023

Operating fixed assets

Capital work-in-progress

All expenditure connected with specific assets incurred during installation and development period are carried
under capital work-in-progress. These are transferred to specific assets as and when these are available for
use. Capital work-in-progress is stated at cost less accumulated impairment losses, if any,

Intangible assets

Expenditure incurred to acquire computer software is capitalized as intangible assels and stated at cost less
accumulated amortization and any identified impairment loss. These are amortized using the straight line
method over their estimated useful life.

Full month's amortization is charged in the month of addition while no amortization is charged in the month of
deletion.

Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the
specific assets to which it relates.

The residual value, useful life and amortization method is reviewed and adjusted, if appropriate, at each
balance sheet date.

Property and equipment
Owned

These are stated at cost less accumulated depreciation and accumulated impairment losses, if any except land

which is stated at cost. Cost comprises purchase price, including import duties and non-refundable purchas:
taxes, after deducling trade discounts and rebates, and includes other costs directly attributable to th
acquisition or construction, erection and installation,

Land shall be carried at cost and subsequently at revalued amount (if any).

Subsequent costs are included in the asset's carrying amount or recognized as a separale asset, a
appropriate, only when it is probable that future benefits associated with the item will flow to the Bank and th
cost of the item can be measured reliably. Major repairs and improvements are capitalized and the carryin
amount of the replaced part is derecognized. All other repair and maintenance are charged to profit and los
account as and when incurred.

Depreciation is calculated using the straight line method so as to write off the property and equipment, ove|
their expected useful lives. Depreciation is calculated at the rates stated in note 11.4. The assets' residu
values, useful lives and depreciation methods are reviewed and adjusted, if appropriate, at each balance she
date. The effect of any revision are charged to profit and loss account for the year, when the changes aris
Depreciation on additions to property and equipment is charged from the month in which an asset is acquireg
or capitalized while no depreciation is charged for the month in which the asset is disposed-off.

An item of property and equipment is derecognized upon disposal or when no future economic benefits ar
expecled from its use or disposal. Gains and losses on disposals are determined by comparing proceeds with
the carrying amounlt. These are recognized in profit and loss account for the year.

Impairment

The Bank assesses al each balance sheet date whether there is any indication that assets may be impaired. |f
such indication exists, the carrying amounts of such assets are reviewed to assess whether they are recorde
in excess of their recoverable amount. Where carrying amounts exceed the respective recoverable amou
assets are written down to their recoverable amounts and the resulting impairment loss is recognized in profit
and loss account. The recoverable amount is the higher of an asset's fair value less cost to sell and value
use. Where an impairment loss is recognized, the depreciation / amortization charge is adjusted in the futu
periods to allocate the asset's revised carrying amount over its estimated useful life.

Where impairment loss subsequently reverses, the carrying amount of the asset is increased lo the revis
recoverable amount but limited lo the extent of the amount which would have been determined had there begn
no impairment. Reversal of impairment loss is recognized as income‘qw/
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ABHI Microfinance Bank Limited

(Formerly FINCA Microfinance Bank Limited)
Notes to the Financial Statemnents

For the year ended 31 Decembey 2023

6.5 Leases
6.5.1 Lease liabilities

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Bank's incremental borrowing rate. Generally, the Bank uses its incremental borrowing rate as
the discount rate. The Bank determines its incremental borrowing rate by analyzing its borrowings from various
external sources and makes certain adjustments to reflect the terms of the lease and type of asset leased.

The lease liability is subsequently measured at amortized cost using the effective interest rate method. It is
remeasured when here is a change in future lease payments arising from a change in an index or rate, if there
is @ change in the Bank's estimate of the amaunt expected to be payable under a residual value guarantee, if
the Bank changes its assessment of whether it will exercise a purchase, extension or termination option or if
there is a revised in-substance fixed lease payment. When the lease liability is remeasured in this way, a
correspanding adjustment is made to the carrying amount of the right-of-use asset, or is recorded in profit or
loss if the carrying amount of the right-of-use asset has been reduced to zero. The finance cost is charged to
the profit and loss account as markup expense over the lease period so as to produce a constant periodic rate
of interest on the remaining balance of the liability for each period.

6.5.2 Right of use assets

The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liabili
adjusted for any lease payments made at or before the commencement date, plus any initial direct cost
Incurred.

The right-of-use assets are subsequently depreciated on z straight line basis over the lease term as thi
methad most closely reflects the expected pattern of consumption of future economic benefits. The right-of-us
assets are reduced by impairment losses, if any, and adjusted for certain remeasurements of lease liability.

The right of use assets is presented in 'Operaling Fixed Assets' (Note 11) and the liability is presented ir
‘Other liabilities' (Note 17). Also in relation to those leases under IFRS 16, the Bank has recognizeg
depreciation and interest costs.

6.5.3 Short-term leases

The Bank has elected not to recognize right-of-use assets and lease liabilities for some leases having a leass
term less than 12 months from the commencement date and do not contain a purchase option. The lease
payments associated with these leases are recognized as an expenses on a straight-line basis over the leass
term.

6.6 Grants

Grants are Initially recognized at fair value in the balance sheet when there is reasonable assurance that the
grants will be received and the Bank will comply with all the attached conditions. Grants that compensate th
Bank for expenses incurred are recognized as other income in the profit and loss account on a systemati
basis in the same periods in which the expenses are incurred, Grants that compensale the Bank for the cost
an asset are recognized in the profit and loss account as other income on a systematic basis over the usef
life of the asset.

-

6.7 Taxation

Income tax on the profit or loss for the year comprises of current and deferred tax. Income tax is recognized in
the profit and loss account, except to the extent that it relates to items recognized in other comprehensi
income, in which case it is recognized in other comprehensive income.

Current tax

Provision far current lax is based on the taxable income for the year determined in accordance with tHe
prevailing law for taxation of income. The charge for current tax is calculated using prevailing tax rates or t4x
rales expected to apply to the profit for the year, if enacted. The charge for current tax also includgs
adjustments, where considered necessary, to provision for taxation made in previous years arising from
assessments framed during the year for such years.vw/
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6.8

6.8.1

6.8.2

6.9

6.10

ABHI Microfinance Bank L

(Formerly FINCA Microfinance Bank Li

Notes to the Financial State

For the year ended 31 Decemb

Deferred tax

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not
recognized for:

- lemporary differences on the initial recognition of assets or liabilities in a transaction that is not a business
combination and that affects neither accounting nor taxable profit or loss;

- temporary differences related to investments in subsidiaries, associates and joint arrangements to the
extent that the Group is able to control the timing of the reversal of the temporary differences and it is
probable that they will not reverse in the foreseeable future; and

- taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax assets are recognized for unused tax losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which they can be
used. Future taxable profits are determined based on the reversal of relevant taxable temporary differences. If]
the amount of taxable temporary differences is insufficient to recognize a deferred tax asset in full, then future
taxable profits, adjusted for reversals of existing temporary differences, are considered. Deferred tax assets,
are reviewed at each reporling date and are reduced to the extent that it is no longer probable that the related
tax benefit will be realized; such reductions are reversed when the probability of future taxable profits improves.

Unrecognized deferred tax assets are reassessed at each reporting date and recognized to the extent that i
has become probable that future taxable profits will be available against which they can be used.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they
reverse, using tax rates enacled or substantively enacted at the reporting date.

Staff retirement benefits

Defined contribution plan - provident fund
The Bank operates an approved defined contribution provident fund scheme for all permanent employees|

Equal monthly contributions are made by the Bank and the employees to the fund at the rate of 8.33% of basid
salary per month. The contribution of the Bank is charged to profit and loss account.

Defined benefit plan - gratuity scheme

The Bank operates an unapproved non-contributory defined benefit gratuity scheme for all permanen

imited
ited)
ents
2023

employees with a qualifying period of three years. Eligible employees are entitied to one month's basic salarn
for each completed year of service upon their departure from the Bank. The latest actuarial valuation wa
carried out as at 31 December 2023 using Projected Unit Credit Method. Actuarial gains and losses arisin
from the actuarial valuation are recognized immediately in other comprehensive income.

The Bank determines the net interest expense on the net defined liability for the year by applying the discourt
rate used to measure the defined benefit obligation at the beginning of the annual period to the then - ngt
defined benefit liability during the period as a result of contributions and benefit payments. Net interest expen
and other expenses relaled to defined benefit plans are recognized in profit and loss account.

Deposits

Deposits are recorded at the proceeds received. Markup accrued on these deposits, if any, is recognizqd
separately as part of other liabilities, and is charged to profit and loss account over the period.

Borrowings

Loans and borrowing are initially recorded at proceeds received. In subsequent periods, borrowings are slalﬂd
at amortized cost using the effective interest rate method.

Related finance costs are accounted for on an accrual basis and are included in other liabilities to the extent pf
the amount remaining unpaid. QM/
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ABH! Microfinance Bank L{mited

(Formerly FINCA Microfinance Bank Limited)
Notes to the Financial Statements

For the year ended 31 December 2023

6.11

6.12

6.13

6.14

6.15

6.16

6.17

6.18

Subordinated debt

Sub-ordinated loans are inilially recorded at the amount of proceeds received and subsequently measured at
amortized cost. Markup accrued on these loans is charged to profit and loss account over the period at
effeclive interest rate.

Related finance costs are accounted for on an accrual basis and are included in other liabilities to the extent of
the amount remaining unpaid.

Provisions

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

Statutory reserve

The Bank is required under the requirements of the Microfinance Institution Ordinance, 2001 and Prudential
Regulation, to maintain a statutory reserve to which an appropriation equal to 20% of the annual profit after ta
is made until the reserve fund equals the paid up capital of the Bank. Thereafter, a sum not less than 5% of it
annual profits after tax is required to be transferred to the said reserve.

Depositors' protection fund

The Bank is required under the Microfinance Institutions Ordinance, 2001 to contribute 5% of its annual afte
tax profit and profit earned on the investments of the Depositors' prolection fund to the Depaosilors' protection
fund for the purpose of providing security or guarantee to persons depositing money in the Bank.

Cash reserve requirement

In compliance with the requirements of the Microfinance Institution Ordinance, 2001 and Prudential Regulation
the Bank maintains a cash reserve equivalent to not less than 5% of its deposits (including demand deposit
and time deposits with tenure of less than 1 year) in a current account opened with the State Bank of Pakista
(SBP) or its agent.

Statutory liquidity requirement

In compliance with the requirements of the Prudential Regulation, the Bank maintains liquidity equivalent to
least 10% of its total demand liabilities and time liabilities with tenure of less than one year in the form of liqui
assets i.e. cash, gold, unencumbered treasury bills, Pakistan Investment Bonds and Government of Pakistap
sukuk bonds. Treasury bills and Pakistan Investment Bonds held under depositors' protection fund ar
excluded for the purposes of determining liquidity

™

Revenue recognition

—

Mark-up/return/ interest on performing advances is recognised on an accrual basis using the effective intere
method. Mark-up on advances classified under the Prudential Regulations is recognised on receipt basis.

- Mark-up/return on investment is recognised on an accrual basis using the effective interest method.

- Fee, commission and brokerage income is recognised when services are rendered.

- Gains and losses on sale of investmenls are included in the profit and loss account in the period in which sale
{ settlement occurs.

- Return on balances with other banks is recognised in the profit and loss account on an accrual basis.

- Other income is recognised on an accrual basis.

Foreign currency transactions and translation

All monetary assets and liabilities in foreign currencies are translated into rupees at exchange rates prevailifig
at the balance sheet date. Transactions in foreign currencies are translated into rupees al the spot rate on the
date of transaction. All nan-monetary items are translated into rupees at exchange rates prevailing on the ddte
of transaction or on the date when fair values are determined (for assets carried at fair value). Foreign curre
differences arising on retranslation are charged to profit and loss account in the period in which they arise.
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6.19

6.19.1

6.19.2

6.20

6.21

6.22

ABHI Microfinance Bank L

(Formerly FINCA Microfinance Bank L
Notes to the Financial Statég

For the year ended 31 Decembé

Financial instruments

imited
imited)
iments
r 2023

Financial assets and financial liabilities are recognized when the Bank becomes a party to the contractual
provisions of the instrument and derecognized when the Bank loses control of the contractual rights that
comprise the financial assets and in case of financial liabilities when the obligation specified in the contract is
discharged, cancelled or expired.

All financial assels and liabilities are initially measured at cost, which is the fair value of the consideration given
and received, respectively. These financial assets and liabilities are subsequently measured at fair value,
amortized cost or cost, as the case may be.

Financial assets and financial liabilities

Financial instruments carried on the balance sheet include cash and balances with treasury banks, balance
with other banks, lending to financial institutions, investments, advances, other assets, bills payable
borrowings, deposits and other liabilities. The particular measurement methods adopted are disclosed in th
individual policy statements associated with each item.

Off setting

Financial assets and financial liabilities are set off and the net amount is reported in the financial statementsg
when there is a legally enforceable right to set off and the Bank intends to either settle on a net basis, or ig
realize the assets and to settle the liabilities simultaneously.

Share capital and dividend

Ordinary shares are classified as equity and recognized at their face value. Incremental costs directiy
attributable to the issue of new shares or options are shown in equity as deduction, net of tax, from thg
proceeds. Dividend distribution to the shareholders is recognized as liability in the period in which it is declared

Earnings per share

The Bank presents earnings per share (EPS) for its ordinary shares which is calculated by dividing the profit of
loss atiributable to ordinary shareholders of the Bank by weighted average number of ordinary share
outstanding during the year. Diluted EPS is determined by adjusting the profit or loss attributable to ordinar
shareholders and the weighted average number of ordinary shares outstanding for the effect of all dilutiv
potential ordinary shares (if any).

Fair value measurement

'Fair value' is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or in its absence, the mogt
advantageous market to which the Bank has access at that date. The fair value of a liability reflects its nnj
performance risk.

A number of the Bank's accounting policies and disclosures require the measurement of fair values, for both
financial and non-financial assets and liabilities.

When one is available, the Bank measures the fair value of an instrument using the quoted price in an acti
market for that instrument. A market is regarded as active if transactions for the asset or liability take place wi?
sufficient frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Bank uses valuation techniques that maximize the u
of relevant observable inputs and minimize the use of unobservable inputs. The chosen valuation techniqx
incorporates all of the factors that market participants would take into account in pricing a transaction.

If an asset or a liability measured al fair value has a bid price and an ask price, then the Bank measures assaLs
and long positions at a bid price and liabilities and short positions at an ask price.

The best evidence of the fair value of a financial instrument on initial recognition is normally the transactign
price - i.e. the fair value of the consideration given or received. If the Bank determines that the fair value gn
initial recognition differs from the transaction price and the fair value is evidenced neither by a quoted price jn
an active market for an identical asset or liability nor based on a valuation technique for which amy
unobservable inputs are judged to be insignificant in relation to the measurement then the financial instrument
is initially measured at fair value, adjusted to defer the difference between the fair value on initial recognitign
and the transaction price. Subsequently, that difference is recognized in profit or loss on an appropriate bagis
over the life of the instrument but no later than when the valuation is wholly supported by observable mariget
data or the transaction is closed out. (|1
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(Formerly FINCA Microfinance Bank [Limited)
Notes to the Financial Statements

For the year ended 31 December 2023

2023 2022
Note Rupees Rupees
7 Cash and balances with SBP and NBP
Cash in hand 467,133,592 490,336,381
Balance with State Bank of Pakistan 1,319,028,347 1,464,186,175
Balance with National Bank of Pakistan in:
Saving accounts 7.2 23,952 s
Current accounts 44,640,801 6,254,638
1,830,826,692 1,960,777,194

7.1 These represent the balances maintained with SBP and NEP lo meet the minimum balance requirement equivalent to 5% (2022
5%) as cash reserve and 10% (2022: 10%) as liquidity reserve of the Bank's time and demand liabilities in accordance with the
Prudential Regulations.

7.2 Saving accounts carry markup at 12.75% to 19.00% (2022: 8.50% to 14.50%) per annum.

2023 2022
Note Rupees Rupees
8 Balances with other banks / NBFis /| MFBs
In Pakistan:
Saving accounls 8.1 62,047,845 59,831,772
Current accounts 43,892,334 B7,246 441
105,940,179 147,178,213

81 These accounts carry mark-up ranging from 12.75% to 20.50% (2022; 8.50% to 15.50%) per annum

2023 2022
Note Rupees Rupees
9 Investments
Federal Govt. Securities:
Market treasury bills (Available for sale) 81 3,088,506,150 7.011,330,800
Market treasury bills (Held for trading) 9.1 801,433,260 450,359,310
3,889,938,410 7.461,699,210

9.1 These carry yield rate ranging from 21.00% to 21.99% (2022: 9.95% to 17.00%) per annum and have maturity upto 28 November
2024. These securities have an aggregate face value of Rs. 4,306.24 million (2022: Rs. 7,723.15 million). This includes Rs
380.82 million (2022: Rs. 320.86 million) maintained with SBP under depositors' protection fund to comply with the statutory
liguidity requirements as set under the Prudential Regulations.

10 Advances - net of provisions

2023 2022
Note Number Rupees Number Rupees

Micro credit advances 104 97,073 18,667,532,501 130,358 17,127,529,552
Other advances 10.2 488 92,409,122 582 88,864,157
18,7569,941,623 17,216,393,708

Less: Provisions held:
Specific 10.3 & 10.4 17,159 584,703,156 24,869 698,235,274
General 10.5 209,266,585 164,398 368
793,969,741 BB2,634,8642
1?5965,971.382 16,353,759.067

10.1 This includes fully secured advances amounting to Rs. 14,258.681 million (2022: Rs. 7,433.41 million) whereas the remaining
advances are secured by personal guarantees,

10.2 These advances are staff loans and carry markup rate 5% to 10% per annum (2022: 5% to 10%). PWJ
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10.3

10.4

10.4.1

ABHI Microfinance Ban

{Formerly FINCA Microfinance Ban
Notes to the Financial S

For the year ended 31 Dece

Particulars of non-performing advances

The total advances of Rs. 1,944.38 million (2022: Rs. 2,647.66 million) placed under non-performing status includes Rs 126.58
million (2022: Rs 91.58 million) secured advances.

[ 2023 |
Amount Provision required Provision
% Number outstanding held
Rupees Rupees Rupees
Microenterprise loans
OAEM 10 134 34,814,766 1,571,263 1,671,263
Sub-standard 25 330 69,998,642 15,227,960 15,227,960
Doubtful 50 480 100,636,415 40,988,627 40,988,627
Loss 100 1,075 139,980,167 135,768,324 135,768,324
Subtotal 2,019 345,429,990 193,556,174 193,556,174
General and house loans
OAEM 0 5670 611,228,580 - -
Sub-standard 25 4,363 457,671,605 110,245,798 110,245,798
Doubtful 50 4,551 488,744,371 239,741,867 239,741,867
Loss 100 556 41,309,217 41,159,317 41,159,317
Subtotal 15,140 1,598,953,873 391,146,982 391,146,982
Total 17,159 1,944,383,863 584,703,156 584,703,156
| 2022
% Number Amount outstanding  Provision required Provision held
Microenterprise loans Rupees Rupees Rupees
OAEM 10 326 73,416,004 5,848,001 65,848,001
Sub-standard 25 802 117,631,061 27,610,960 27,610,960
Doubtful 50 347 41,410,932 20,205,466 20,205,466
Loss 100 - - - -
Subtotal 1.475 232,457 997 53,664,427 53,664,427
General and house loans
OAEM 0 8,193 865,442 120 - -
Sub-standard 25 6,331 664,030,695 161,258,664 161,258,664
Doubtful 50 7.641 780,540,875 378,111,605 379,111,605
Loss 100 1,229 105,191,106 104,200,578 104,200,578
Subtotal 23,394 2,415,204,796 €44 570,847 644,570,847
Total 24,869 2,647 662,793 698,235,274 698,235,274
Particulars of non-performing advances
Movement of provision against non-performing advances is as under
2023 022
Specific General Tolal Specific General Tatal
Note Rupees Rupees Rupees Rupees Rupees Rupees
Balance as at 01 January 598,235,274 164,399,368 862,634,642 120172178 148,363,266 868,535,545

Charge for the period / year 1,000,845,624 867,217| 1,045,713,841 || 3701,673.831 | 16036102 | 3717700533
Advances written off 1041 (1.114,378.742)f | = JL {114,378, 742))) (3723610535 - (3,723,610 536)
(113.532.118) 44,867,217 168,664,901 (21,937,005) __ 16,036,102 {5,900 903)

Balance as at 31-December-2023 584,703,156 209,266,585 793,969,741 698 235274 164,395,368 562,634 642
2023 2022
Particulars of write offs Rupees Rupees
Against provisions 1,114,378,742 3,723,610,536
Directly charged to profit and loss account 7,075,302 8,472,838
1,121,454,044 3,732,083,374

This represents general pravision equivalent to 1% (2022: 1%) of the outstanding advances net of specific provisions and those
against which gold collaterals are taken, Further, additional general provision of Rs. 67.46 million (2022: 73.55 million) has been
created against gold portfolio as approved by board of directors. VL ]
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11 Operating fixed assets Note
Capital work-in-progress 14
Intangible assets 11.2
Right of use assets 1.3
Property and equipment 1.4

11.1  Capital work-in-progress

1114

11.4.2

11.24

11.3

Assels 11144
Advances to suppliers and contractors 11.4.2
Assets

Leasehold Improvements

Furniture and Fixtures

Computer Equipment

Office Equipment

Intangibles 1.2

This represents advances to suppliers given against property and equipment

Intangible assets

Computer Software

Cost:
Balance as at 01 January
Additions during the year
Balance as at

Amortization:
Balance as al 01 January
Charge during the year 26
Balance as at

Carrying value

Cost of intangible assets includes cost of fully amortized intangible assets that are slill in use amounting to Rs. 444.08 million

(2022 Rs. 341.67 million)

Amortization rate (%)

Right of use assets:
The movement in right of use assets during the period is as follows:

Opening net book value

Additions during the year

Right of use asset derecognized during the year

Modification of lease for the year

Depreciation charge for the year 26
Closing net book value
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ABHI Microfinance Bank Limited
(Formerly FINCA Microfinance BanK Limited)
Notes to the Financial Sthtements
For the year ended 31 Decenjber 2023
2023 2022
Rupees Rupees
16,700,136 40,878,034
154,778,437 169,964,659
541,188,645 752,352,807
498,128,847 652835622
1,210,796,065 1,616,031,122
14,254,907 35,394,402
2,445,229 5,483,632
16,700,136 40,878,034
1,175,038 4,220,814
1,096,000 3,452,647
2,234,821 27,720,941
792,800 e
8,956,248 =
14,254,907 35,304,402
694,051,903 645791 527
40,603,818 48,260,376
734,655,721 684,051,903
524,087,244 460,480,456
55,790,040 63,606,788
579,877,284 524,087 244
154,778,437 169,964,659
10%:-20%  __ 10%:-20%
752,352,807 878,078,124
88,634,386 10,095,921
(89,401,123) -
10,940,216 -
(221,337,641) (235,821,238) 2
541,188,645 752,352,807 ?1”'
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ABHI Microfinance Bank Uimited

(Formerly FINCA Microfinance Bank Limited)
Notes to the Financial Statgments

For the year ended 31 Decembgr 2023

2023 2022
12 Other assets Note Rupees Rupees

Income / mark-up accrued on advances 124 2,274,237,658 1,315,387, 439
Income / mark-up accrued on balance with banks 304,551 272412
Prepayments 22,973,698 40,035,504
Security deposils 10,279,632 9,891,150
Stationery and stamps on hand 27,467,354 16,387 569
Advance income tax - net 12.2 62,177,071 118,794, 926
Receivable from Finca International Inc. 12.3 B 748619
Receivable from SBP against crop insurance 125,673,591 138,960,868
Others 72,205,270 47,190,694

2,595,318,825 1,688,669 181

121 This is net of markup income suspended amounting to Rs 2,219.12 million (2022: Rs. 1,996.98 million) on non performing
advances of the Bank

12.2 Advance income tax - net

Advance income tax 149,477,587 186,398,163
Provision for income tax (87,300,516) (67,603,237)
62,177,071 118,794,926

12.3  This represented amount receivable from a related party, FINCA International Inc. against reimbursement of integration,
travelling and advertisement expenses. Maximum aggregate amount receivable from the related party at end of any
month during the year was Rs. 0.749 million (2022: Rs. 0.749 million).

13 Deferred tax asset 2023 2022
Note Rupees Rupees
Deferred tax asset on deductible temporary differences
arising in respect of:

- Payable to defined benefit plan 116,238,026 107,150,186
Provision against non perfarming advances 1,679,047,198 1,637,037,662

- Unadjusted tax losses 2,372,419,331 1,300,352,636
- Deficit on revaluation of ‘available for sale' securities - 3,602,976
- Deferred tax on lease liability and ROU 89,521,563 125,915,092
- Decelerated tax depreciation 15,925,104 1,657,679
4,273,151,272 3,175,716,231

Deferred tax liability on taxable temporary differences
arising in respect of:

- Gain on revaluation of 'held for trading' securities (655) -

- Surplus on revaluation of 'available for sale' securities (1,389,083) -
(1,389,738) -

Deferred tax asset - net 13.1 4,271,761,534 3,175,7186,231

13.1  Movement in deferred tax balances is as follows:
As at 01 January 3,175,716,211 1,014 865,800

Recognized in profit and loss account:

- Payable lo defined benefit plan 9,143,186 13,382,827
- Provision against non performing advances 42,009,536 1,167,812,780
- Turnover tax credits - (76,004,919)
- Unadjusted tax losses 1,072,066,745 912,813,870
- Decelerated tax depreciation 14,267,425 12,140,991
- Lease liabilily and ROU asset (36,393,529) 125,915,092
- BGain on revaluation of 'held for trading' securities (655) -
1,101,092,708 2,163,040 641

Recognized in other comprehensive income:

- Remeasurement of staff retirement benefits (55,346) 607,474
- Surplus on revaluation of 'available for sale' securities (4,992,059) (2,797 684)
As at 31 December 13.2 azmiTeisss __airsriesst byt
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13.2

13.3

14 Deposits and other accounts

2023 2022
Number of Amount (Rupees) Number of Amount
Note accounts accounts (Rupees)
Fixed deposits 141 5,117 14,662,059,550 5,960 13,569,209,130
Saving deposits 14.2 127,252 8,936,863,056 125,492 8,206,244,071
Current deposits 1,820,026 1,940,749,164 1,689,679 2,701,531,416
1,952,395 25,539,671,770 1,821,131 24,476,984,617

14.1

14.3

14.4

ABHI Microfinance Bank L

imited

(Formerly FINCA Microfinance Bank L{mited)

Notes to the Financial Statq
For the year ended 31 Decemb

As at the year end, the Bank has recognized a net deferred tax asset amounting to Rs. 4,271.76 million (2022: Rs,
3,175.72 million) as the management, based on the business plan and financial projections which have been approved by
the board of directors of the Bank, anticipates that the Bank will become profitable from 2025 and will be able to generate
sufficient taxable profits to absorb the available tax losses amounting to Rs.6,083.13 million. The projections involve
certain key assumptions underlaying the estimation of future taxable profits, such as cost to income ratio, growth of
advances and deposits, return on investments, etc. Any significant change in such assumptions may have an effect on
the recoverability of the deferred lax asset. The Managemen! believes that it is probable that the Bank will be able to
achieve the projected profits and consequently the deferred tax asset will be fully realized in the future.

Deferred tax asset, the potential tax benefit of which amounts to Rs. 230.91 million (2022: Rs. 143.61 million)
representing tax credit on minimum tax has not been recognized. Amount and expiry of minimum tax for which no
deferred tax asset has been recognized is as follows:

Minimum tax Rupees Expiry (Tax Year)

Tax Year 2022 (FY 2021) 76,004,919 2027

Tax Year 2023 (FY 2022) 67,603,238 2026

Tax Year 2024 (FY 2023) 87,300,516 2027
230,908,673

These represent fixed deposits having tenure of 1 to 60 months carrying profit rates ranging from 8.40% to 24.75% (2022
7.25% to 16%) per annum,

The saving deposits represent accounts carrying interest rates ranging from 7.25% to 23.00% (2022: 7.25% to 16%) per
annum

Particulars of deposits by ownership

2023 2022
Number of Amount Number of Amount
accounts (Rupees) accounts (Rupees)
Individual depositors 1,951,343 19,274,220,038 1,820,114 19,620,530,944
Institutional depositors:
Corporations, firms and other
such entities 968 4,706,379,807 942 3,888,544 857
Banks and financial institutions B4 1,559,071,925 75 967,908,716
1,852,395 25,539,671,770 1,821,131 24,476,984,617

\"d
Deposits include deposits from related parties amounting to Rs. 182.22 million (2022: Rs. 161.41 rnillion).v"}’\
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ABHI Microfinance Bank|Limited
(Formerly FINCA Microfinance Bank Limited)

Notes to the Financial Statements
For the year ended 31 December 2023
2023 2022
15 Borrowings Note Rupees Rupees
Borrowings from banks / financial institutions
in Pakistan - secured 15.1 46,875,000 795,878,180
Borrowings from the State Bank of Pakistan - unsecured 15.2 3,000,000,000 3,000,000,000
3,046,875,000 3,795,878,180
15.1 Details of borrowings from financial
institutions - secured
Secured
Running finance - National Bank of Pakistan 15.1.1 - 499,003,780
Term finance - National Bank of Pakistan 15.1.2 - 187,500,400
Term finance - Allied Bank Limited 15.1.3 46,875,000 109,375,000
46,875,000 795,878,780

15.1.1 The facility carried mark-up at the rate of 3 months KIBOR plus 100 bps per annum (2022: 3 months KIBOR
plus 50 bps per annum), payable quarterly. This facility was secured against first pari-passu charge on
present and future current assets of the Bank to the extent of Rs. 667 million with a 25% margin. The fagility
has been settled during the year.

15.1.2 The facility carried mark-up at the rate of 3 months KIBOR plus 100 bps per annum (2022: 3 months KIBOR
plus 100 bps per annum), payable quarterly. The principal was to be paid in sixteen equal quarterly
installments, the first such installment was paid on 31 December 2019. This was secured against first pari-
passu charge of Rs. 1,333 million on present and future current assets of the Bank with a 25% margin. [The
facility has been settled during the year.

15.1.3 Term finance - Allied Bank Limited
Term Finance - Facility 2 15.1.3.1 - 25,000,000
Term Finance - Facility 3 15.1.3.2 46,875,000 84,375,000

46,875,000 109,375,400
15.1.3.1 This facility carried mark-up at the rate of 3 months KIBOR plus 75 bps per annum (2022: 3 months KIFOR

plus 75 bps per annum) , payable quarterly. The principal was to be paid in sixteen equal quarierly
instaliments, the first such installment was paid on 28 August 2019. This was secured against first pari-
passu charge of Rs. 267 million on present and future current assets of the Bank with a 25% margin. [The
facility has been settled during the year.

15.1.3.2 This facility had an aggregate limit of Rs. 150 million (2022: Rs. 150 million). Mark-up is payable quarterly at

15.2

the rate of 3 months KIBOR plus 75 bps per annum (2022: 3 months KIBOR plus 75 bps per annum). [The
principal is to be paid In sixteen equal quarterly installments, the first such installment was paid on 20th June
2021, The facility is secured against first pari-passu charge of Rs. 200 million on present and future curyent
assets of the Bank with a 25% margin. This facility was expiring on 20 March 2025, however, the facility was
settled early in March 2024, subsequent to the year-end.

This represents unsecured long term borrowing obtained on 24 June 2018 from SBP under Financial
Inclusion Infrastructure Program (FIIP) to provide access to long term market based funding to enhagnce
lending to microfinance borrowers including micro enterprises and micro housing especially wofnen
borrowers. The markup is payable at the rate of 6 months KIBOR minus 100 bps per annum (2022: 6 mopths
KIBOR minus 100 bps per annum). Principal amount was repayable in last four quarters of 5 years joan
period or in bullet form at the end of said tenor. Subsequent to the year-end, in 2024, the Bank rece ved
formal communication from the State Bank of Pakistan confirming the extension of the principal repayrpent
period of 5 years from June 30, 2024, to June 30, 2029. This event constitutes a non-adjusting event upder
IAS 10 — Events after the Reporting Period; accordingly, no adjustments have been made to these financial
statements. Qu,‘(
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ABHI Microfinance Bank|Limited
(Formerly FINCA Microfinance Bank Limited)
Notes to the Financial Statements

For the year ended 31 Decem}
2023 2022
16 Subordinated debt Note Rupees Rupees
Pakistan Microfinance Investment Company (PMIC) 16.1 800,000,000 800,000,400
16.1 This represents an unsecured and subordinated loan facility raised by the Bank during the year 2019,
amounting to Rs. 800 million to contribute towards the Bank's Tier |l capital. Mark-up is payable half yearly at
the rate of 6 months KIBOR plus 300 bps per annum. The instrument is structured to redeem in 6 sgmi-
annual installments in arrears starting from 6th year after the end of grace period of 5 years, as follows:
- 6th Year : 1% of total issue amount payable in 2 equal installments;
- 7th Year : 1% of total issue amount payable in 2 equal installments;
- 8th Year : 98% of total issue amount payable in 2 equal installments.
The instrument is unsecured and subordinated to payment of principal and profit to all other indebtednesg of
the Bank, including deposits, and it is not redeemable before maturity without prior approval of SBP. The
outstanding liability had become payable on demand due to the fact that the Bank has made default$ in
complying covenants associated by the lender with the said term loan.
Subsequent to year-end, in 2024, the Bank received formal communication from Pakistan Microfinaphce
Investment Company Limited (PMIC) confirming the extension of the term of the loan for seven (7) years
from the amendment effective date and waiver of accrued interest amounting to PKR 285.04 million. The
waiver was granted under Clause 3.1.2 of the addendum to the subordinate debt agreement executed gn 7
November 2024. This constitutes a non-adjusting event under IAS 10 Events after the Reporting Per{od;
accordingly, no adjustments have been made to these financial statements.
2023 2022
17 Other liabilities Note Rupees Rupees
Markup / return / interest payable 171 1,504,420,587 743,100,172
Bills payable 102,600,913 126,023,688
Accrued expenses 373,845,526 285,323,087
Payable to FINCA Network Support B.V. 17.2 253,146,364 9,254,046
Payable to defined benefit plan 17.3 298,046,220 274,744,087
Withholding tax payable 158,908,899 175,074 061
Sundry creditors 120,842,883 88,890,981
Lease liability against right of use assets 17.4 770,731,115 1.075,212,0/18
Workers' Welfare Fund 33,320,951 33,320,9p1

1741

17.2

17.3

3,615,863,458 2,810,943,0D1

This includes markup payable on deposits from related parties amounts to Rs. 30.58 million (2022: Rs. 16.4

million).

This represents amount payable to a related party, Finca Network Support B.V. for corporate insurance and

license fee under shared service center fee. It is incorporated in Netherlands and its registered officg is
situated at Jupiter building, Herikerbergwegb 88, 1101 CM, Amsterdam.

2023 2022
Payable to defined benefit plan Note Rupees Rupees
Staff gratuity
Present value of defined benefit obligation 17.31 283,079,199 251,517,009
Benefits due but not yet paid 14,967,021 23,227,068
Balance as at 31 December 298,046,220 274,744 067 0
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17.3.1

17.3.2

17.3.3

17.3.4

17.3.5

ABHI Microfinance Bank |Limited
(Formerly FINCA Microfinance Bank Limited)

Notes to the Financial Staiements
For the year ended 31 December 2023
2023 2022
Rupees Rupees
Changes in present value of defined benefit obligation
Balance at 01 January 251,517,009 253,730,9p2
Current service cost 59,634,721 59,061,383
Past service cost - -
Interest cost 32,118,581 24 468,205
91,753,302 83,629,538
Benefits due but not yet paid (9,666,766) (21,842,252)
Adjustment for last year's payable (13,875) 3,680,660
Payments made during the year (50,352,341) (69,139,4p5)
(60,032,982) (87,301,067)
Remeasurements due to actuarial (gains)/losses arising from:
- changes in demographic assumptions - 6,258,581
- changes in financial assumptions 979,921 2,247,7B5
- experience adjustment (1,138,051) (6,948, 640)
(158,130) 1,657 6p6
Balance at 31 December 283,079,199 251,517,0p9
Amount charged to profit and loss account
Current service cost 59,634,721 59,061,3p3
Past service cost s S
Interest cost 32,118,581 24 468,2p5
Interest income on plan asset - .
91,753,302 83,529,5p8
Remeasurements recognized in other comprehensive income
Actuarial (gains) / losses arising from:
- changes in demographic assumptions - 6,258,5p1
- changes in financial assumptions 979,921 2,247 785
- experience adjustment (1,138,051) (6,948,640)
Remeasurement - net (158,130) 1,557,6p6
Changes in net liability
Balance as at 01 January 274,744,067 266,228,242
Amount charged to profit and loss account 91,753,302 83,629,5B8
Remeasurements recognized in other comprehensive income (158,130) 1,657 6p6
Benefits paid (including payments for benefits due not paid) (68,293,019) (76,571,3 59)
Balance as at 31 December 298,046,220 274 744 067
Significant actuarial assumptions
The latest actuarial valuation of the gratuity scheme was carried out by an independent actuary at Decemper
31, 2023. Following are the significant assumptions used in the valuation;
Discount rate used for interest cost in profit and loss account 14.50% 11.75%
Discount rate used for year end obligation 15.50% 14.50%
Expected rate of increase in salaries 14.50% 13.50%
Mortality rates SLIC 2001-05 SLIC 2001-0%
Setback 1 Year  Setback 1 Yegr
Withdrawal rate Age based Age based
(as per appendix) (as per appendix)
Retirement assumption Age 60 years Age 60 years P\u/
Page 24




17.3.6

17.3.7

17.3.8

17.3.8.1

17.3.9

17.4

ABHI Microfinance Bank Limited

(Formerly FINCA Microfinance Bank Limited)
Notes to the Financial Statements

For the year ended 31 December 2023

Expected expense for the next year

The Bank expects to charge Rs 100.62 million to profit and loss account on account of defined bengfit plan

for the year ending 31 December 2024,

(Rupees)
Current service cost 60,368,922
Interest cost 40,253,898
Amount chargeable to profit and loss account 100,622,820

Sensitivity analysis

Significant actuarial assumptions for the determination of the defined benefit obligation are discount r£te and

expected rate of salary increase. The sensitivity analysis below have been determined based on reagonably
possible changes of the respective assumptions occurring at the end of the reporting period, while holding all
other assumptions constant:
[ Impact on defined benefit obligation |
2023 2022
------------- Rupees «=«===--+-n----
Change Increase Decrease Increase Decregse

Discount rate 1100 BPS 20,898,385 18,327,526 18,209,748 15,890,670
Salary growth rate +100 BPS 21,737,123 19,406,213 19,103,850 17,002,008

Furthermore in presenting the above sensitivity analysis, the present value of the defined benefit obligation

has been calculated using the projected unit credit method at the end of the reporting period, which

is the

same as that applied in calculating the defined benefit obligation liability recognized in the balance shget.

There was no change in the methods and assumptions used in preparing sensitivity analysis from prior

years.
The average duration of the defined benefit obligation is 7 years (2022; 7 years).

Risk associated with defined benefit obligations

The defined benefit abligations may expose the Bank to actuarial risks such as longevity risk, salary increase

risk and withdrawal rate risk as described below;

Longevity risks:

The risk arises when the actual lifetime of retirees is longer than expectation. This risk is measured
plan level over the entire retiree population.

Salary increase risk:

at the

The most common type of retirement benefit is one where the final benefit is linked with final salary. Tjhe risk

arises when the actual increases are higher than expectations and impact the liability accordingly.

Withdrawal Rate:

The risk of actual withdrawals varying with the actuarial assumptions can impose a risk to the penefit

obligation. The movement of the liability can go either way.

Expected contribution of the Bank to the defined benefit gratuity fund for the year ending 31 Decembe
will be Rs. 100.62 million.

r 2024

2023 2022
Lease liability against right of use assets Rupees Rupegs
Balance at 01 January 1,075,212,018 1,267,217,791
Additions during the year 88,634,386 10,095,921
Deletion during the year (125,820,623) -
Interest expense during the year 99,735,482 127,078,169
Payment made during the year (367,030,148) (329,179.863)
Balance at 31 December 770,731,118 1,075,212,018 Q\’V\L
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(Formerly FINCA Microfinance Ba

Limited)

ABHI Microfinance Ba&k Limited

Notes to the Financial

For the year ended 31 Decef

Memorandum / off-balance sheet items

21.1

21141

(a)

(b)

(c)

(d)

(e)

21.1.2

Contingencies and commitments

Contingencies

While finalizing the income tax assessment for tax year 2020 under Section 122(5A) of the Income Tax
Ordinance, 2001 (the Ordinance), the tax officer made certain add-backs resulting in a tax impact of Rs. 187.191
million. Being aggrieved, the Bank filed an appeal before the Commissioner Inland Revenue (Appeals) [CIR(A)],
who remanded the case back to the tax officer. Upon conclusion of the appeal effect proceedings by the tax
officer, the tax impact was reduced to Rs. 66.125 million. The Bank again filed an appeal before the CIR(A), who
granted relief to the Bank with no outstanding liability. Consequently, the tax officer had preferred an appeal
before the Appellate Tribunal Inland Revenue, which is currently pending adjudication.

Subsequent to the year-end, the Punjab Revenue Authority (PRA) issued a notice to the Bank regarding alleged
short payment of sales tax on services and shortfall in sales tax withheld on taxable services for financial years
2020 and 2021. After submission of replies and hearings, PRA passed an order dated 16 June 2025 creating a
demand of Rs. 196.398 million along with a penalty of Rs. 9.820 million for both years. The Bank, based on advice
from its tax consultants, has filed an appeal before the competent appellate authority.

During the financial year 2016, a demand of Rs. 9.315 million was raised by the Deputy Commissioner Inland
Revenue (DCIR) through order passed under Section 3 of the Federal Excise Act, 2005, Being aggrieved, the
Bank preferred an appeal before the Commissioner Inland Revenue (Appeals), which was dismissed vide order
dated 21 September 2020. The subseguent appeal before the Appellate Tribunal Inland Revenue (ATIR) was also
dismissed through order dated 29 September 2022, The Bank has now filed a reference before the Honorable
Lahore High Court through its legal counsel, which is currently pending adjudication.

Bank's AJK Operations:

During the previous years, the Deputy Commissioner Inland Revenue (DCIR) passed orders under section 122(1)
of the Ordinance for the Tax Years 2019, 2020 and 2021, thereby raising an aggregate tax demand of Rs. 32.323
million. Feeling aggrieved, the Bank preferred appeals before Commissioner Inland Revenue (Appeals) [CIR(A)],
who subsequent to year-end, vide orders dated 19 December 2024, partially confirmed the aggregate demand to
the tune of Rs. 12.766 million while remanding back the remaining demand to DCIR. The remand back
proceedings are underway lill this date.

During the year, the DCIR passed order under section 122(1) of the Ordinance for the Tax Year 2022, thereby
reducing taxable loss by Rs. 14.685 million. Feeling aggrieved, the Bank preferred appeals before CIR(A) which is
pending adjudication.

Commitments

There are no significant commitments as at 31 December 2023 (2022: Nil).

2023 2022

22 Mark-up / return / interest earned Rupees Rupees

Interest income on advances 5,292,082,882 3,774,731,497
Markup earned on investments in
government securities 1,010,898,232 1,023,072,606

Interest income on bank accounts

6,476,679 26,624,729
6,309,457,793 4,824,428 832
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ABHI Microfinance Barnk Limited
(Farmerly FINCA Microfinance Bank Limited)
Notes to the Financial Statements
For the year ended 31 December 2023
2023 2022
Note Rupees Rupees
Mark-up / return [ interest expensed
Deposits 3,926,990,025 2,592 486,033
Borrowings 667,769,151 538,952,722
Subaordinated loan 199,069,591 156,840,985
Notional interest on lease liability 17.4 99,735,482 127,078,169
4,893,564,249 3,415,357,909
Fee, commission and brokerage income
Loan processing fee 508,070,207 423,882,643
Income on cheque book issuance 3,632,703 7,476,439
Over due charges 44 567,206 65,383,765
Early settlement charges 85,736,108 59,768,773
Others 29,713,231 27,318,565
671,719,455 583,830,185
Other income
Recovery against advances previously written off 774,415,325 394,782,881
Gain on disposal of operating fixed assets 1,341,373 505,499
Grant income 2,864,087 =
Gain on sale of government securities - available for sale 1,902,818 -
Gain on revaluation of held for trading securities 1,679 -
Gain on derecognition of leases arrangements 47,359,716 z
Liabilities written back - 20,000,000
Others 2,786,301 573,382
830,671,299 415,861,762 ?p‘).\l’
meemmmenna—- The Space Is Intentionally Left Blank----------------
Page 27




ABHI Microfinance Bank Limited

(Formerly FINCA Microfinance Bank Limited)
Notes to the Financial Statements

For the year ended 31 December 2023

2023 2022
26 Administrative expenses Note Rupees Rupees
Staff salaries and other benefits 26.1 2,385,649,799 2,108,899,877
Contribution to employees provident fund 66,005,541 62,789,642
Non-executive directors' fees, allowances
and other expenses 4,349,999 4,950,000
Printing, stationery and periodicals 45,420,428 70,722,595
Advertisement 81,249,024 88,048,481
Rent, rates and taxes 27,743,366 22,594 463
Office running expenses 53,120,854 70,029,227
Vehicle running expenses 114,056,577 75,474 801
Insurance 84,799,333 119,308,897
Office security / personnel services 172,627,812 152,097,696
Repairs and maintenance 306,916,999 169,205,099
Communication 98,155,690 95,709,725
Travel and transportation 93,304,968 92,421,571
Utilities 192,231,467 192,926,832
IT expenses 26.2 243,892,317 19,831,503
Legal and professional charges 66,288,539 80,821,974
Auditors' remuneration 26.3 5,466,666 8,961,830
Training and research 11,022,457 688,072
Depreciation on property and equipment 11.4 173,526,709 184,672,366
Depreciation on right of use assets 1.3 221,337,641 235,821,238
Amortization on intangible assets 11.2 55,790,040 63,606,788
Others 60,666,810 49 372,595
4,563,623,036 3,968,954,172

26.1 This includes Rs. 91.75 million (2022: Rs. 83.53 million) in respect of staff gratuity expense.

26.2 This includes amount pertaining to corporate insurance and license fee under shared service cTter
fee provided by the Finca Network Support B.V. It is incorporated in Netherlands and its registg¢red
office is situated at Jupiter building, Herikerbergwegb 88, 1101 CM, Amsterdam.

2023 2022
Note Rupees Rupees
26.3 Auditors' remuneration
Annual audit 4,666,666 3,328,170
Half year review - 1,014,300
Tax services - 2,578,860
Fee for certifications - 1 ,400,300
Out of pocket expense 800,000 640,000
5,466,666 8,961,330
27 Other charges
Penalties imposed by SBP 271 4,074,100 325,461
Bank charges 14,451,416 31,576,868
Loss on sale of government securities - 20,785,133
Write-off against operating fixed assets 27,004,807

Others - 4,807,166
45,530,323 57,494 128

271 This represents penalty paid during the year related to non compliance of MIS reporting of ECIB
data and other directives issued by the SBP.{
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ABH! Microfinance Bank Limited

(Formerly FINCA Microfinance Bank Limited)
Notes to the Financial Statements

For the year ended 31 December 2023

28 Taxation 2023 2022
Rupees Rupees
Current:

For the year 28.1 87,300,516 67,603,237
For the prior year - 8,685,210
87,300,516 76,288,447

Deferred:
For the year (1,101,092,708) (2,162,968,881)

(1,013,792,192) (2,086,680,434)

multiplied by applicable tax rate as the provision for current tax expense is based on minimu
under section 113 of the Income Tax Ordinance, 2001, accordingly, no numerical tax ch
reconciliation has been presented.

28.1 There is no relationship between the current tax expense for the year and product of accounting;ioss

2023
Credit/ Sales Banking / Support Total
staff staff staff
29 Number of employees
Permanent 748 677 1,425
Contractual 389 187 876
Total 1,137 864 2,001
Average number of employees during the year 1,193 916 2,109
2022
Credit/ Sales Banking / Support Total
staff staff staff
Permanent 995 750 1,445
Contractual 254 217 471
Total 1,249 967 2,416
Average number of employees during the year 1,350 959 2,309 W{?/
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30 Number of branches

Branches al the beginning of he year
Openad during the year

Less: closed duning the year
Branches al tha end of the year

and

of di

The aggregate amounts charged in the financial statements for the year in respect of remuneration, including benefits to the Chief Executive, Directors and Execulives of the Bank are as|

fallows:

Meeting fee

Managerial remunerstion
House renl allowance
Pravident fund

Utilities allowance

Medical Allowance
Conveyanca/ car allowance
Charge for defined benefit plan
Dnver allowance

Title allowance

Number of persons

31.1  Execulive means employees, other than the chiel execulive and directors, whose basic salary exceed five hundred thousand rupees in a financial year.

31.2  Aggregale amount charged to profit and loss account for the year in respect of is Rs. 0.

(2022: 0 67 million) respectivaly.

31.3  Noremuneration and other benefils were paid to directors of the Bank. Non-execulive directors were paid meeting fees amounting 1o Rs. 4.35 million (2022: Rs. 4,95 million)

ABHI Microfinafice Bank Limited
(Formerly FINCA Microfinarice Bank Limited)
Notes to the Fingnelal Statements

For the year ended 3]
2023 2022
Branches Sales service Branches Sales service
centre centre
Neo. No. Mo Na
130 2 130 2
130 2 130 2
(18) 2) = :
114 = 130 2
=

Chief Executive Directors E
2023 2022 2023 2022 2023 2022
.................................... RUPEEE « = s mvmmsmeme s scc s s caaenas
- - 4,349,993 4,850,000 - :
27,883,296 23,786,586 - - 411,239,293 322,936,045
11,153,318 9,514 636 . k 164,495,737 129,174 477
2,322,684 1,881,423 - - 33,442,858 26,900,573
- - B - 39,005,105 30,776,414
2,788,332 2,378,662 - - 2,119,038 1517241
1,800,000 1,800,000 - - 71,639,428 66,055,112
- 2,325,281 - - - 45,163,493
600,000 00,000 - - 8,061,371 7,548,183
9,416,284 5,038,299
“!547!828 42,386 598 &Hﬁ!‘”ﬁ 4 950!000 ?40!419!122 635,110,837
1 1 8 8 361 365
— =

ling and hotel exp of

78 million {2022: Rs 0.86 million) and Rs 1.15 million

32 Loss per share - basic and diluted 2023 2022
321 Loss for the year Rupses |1!729!m5012t !3.25?.185.&6?!
Weighted average number of ardinary shares Numbar ml“si"' 634,888,711
Basic and diluted loss per shara Rupeas (2.72) !5.13l
322 There is no dilulive effect on the basic loss per share of (ha Bank
33 Related party transactions and balances
During the year, the Bank's related paries of key and ¥ fund. T with refated
parties during the year, other than those which have been dlsdusea elsewhere in these financial statements, are as follows.
31 D ber 2023 31 December 2022
Kashf
o orees | PNGANork Founit R v
R pport BV, Fund persannel Suppart BV Trust
Trust
Depositsiothers Rupees Rupees Rupees Rupees Rupees Rupees Rupees Rupees
Opening balance 5,355,104 100,282 9,254,048 155,961,347 18,370,067 10,723,084 = 180,030,306
Received/Charged during the year 265,457,762 - 243,892 17 370,119,586 93,717,588 - 18,831,502 189,903,017
Withdrawn during the year (264.773.404) (650) - (350,000,000) {106,732,551) (10,622,792) (10,577,457)  (223,971,976)
Closing balance 6,039,463 59,642 253,148,363 176,081,333 5 :!5 104 100,292 9,254,045 155,961,347
Staff losns
Opening balance 11,818,810 - - - 1,141,358 = = =
Disbursemant duning tha year 8,717,500 - - - 14,612,851 - - -
Repayments during the year (7,498,184) - - - (3.935,399) - - -
Closing balance 13E038 526 - - - 1|.81=B,810 - - -
Transactions during the year
Mark-up/return/finterest earned 1,238,759 - - - 775,905 - - -
Mark-up/retumn/intares! expensed 769 - - 30,582,766 534,314 1,033,851 - 18,047 412
Cantribution ta providen! fund 8,130,394 - - - 7,501,769 - = -
IT expenses - = 243,882,317 - - - 19,831,503 .}
By virtue of key : Common By virtue of key Comman
Basis of Relationship management :fw‘i’:“:w?f Associated Directorship/ management By ‘""“";f p:;socfafvd Birectarship/
position held e, Company Management position held Hreclorsiip RNy Management
*Subseguent lo year-end, due lo acquisition of the Bank and change in ewnership struclure, ihe related parties of Ihe Bank have changed.
2023 2022
Note Rupees Rupees
34 Cash and cash equivalents
Cash and balances with SBF and NBP 7 1,830,826,692 1.960,777,194

Balances with ather banks
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39 Capital risk management

40

39.1
advantages and security afforded by a sound capital position.
39.2 The Bank's objectives with when managing its capital are:
- To comply with the capital requirements set by the SBP.
for shareholders and benefits for other stakeholders.
- To maintain a strong capital base to support the development of its business.
39.3  Statutory minimum capital requirement and management of capital

Provident fund related disclosure

The Bank operates contributory provident fund for all its permanent and eligible employees. The following information is
based on the latest audited financial statements of the provident fund for the year ended December 31, 2023.

ABHI Microfinance Bank Limited
(Formerly FINCA Microfinance Bapk Limited)

Notes to the Financial

The objective of managing capital is to safeguard the Bank's ability to continue as a going concern, so that i
could continue to provide adequate returns and benefits to stakeholders by pricing products and services
commensurately with the level of risk and comply with capital requirements set by SBP. It is the policy of the
Bank to maintain a strong capital base at a reasonable cost so as to maintain investar, creditor and marke!
confidence, sustain future development of the business and achieve low overall cost of capital with appropriat

mix. The impact of the level of capital on shareholders' return is also recognized and the Bank recognizes thg
need to maintain a balance between the higher retums that might be possible with higher gearing and the

- To safeguard the Bank's ability to continue as a going concern so thal it can continue to provide returns

Capital requirements applicable to the Bank are set out under the State Bank of Pakistan's Prudential
Regulations for Microfinance Banks. These requirements are put in place to ensure sufficient solvency
margins. The Bank manages its capital requirement by assessing its capital structure against required capital
level on regular basis. The maintenance of minimum paid up capital (free of losses) requirement applicable to
the Bank is Rs 1,000 million, whereas the Bank's paid up capital (free of losses) as at year-end is negative Rs.
1,131.86 million.

Capital adequacy is assessed with reference to the minimum Capital Adequacy Ratio (CAR) of 15% as
required under the Prudential Regulations for Microfinance Banks/Institutions. The CAR is calculated based on
the Bank's risk-weighted assets, enabling management to evaluate the long-term financial soundness of the
Bank. Given the Bank’s operations across a wide geographic network, continuous monitoring of exposures
and capital sufficiency across the organization is critical,

The Bank actively manages its capital structure in response to regulatory requirements and changing
economic conditions. Measures to maintain or adjust capital include revising dividend distributions, returning
capital to shareholders, or issuing new shares. Following the post-year-end acquisition and equity injections by
the new sponsors along with measures disclosed in note 1.1, are expected to strengthen the Bank's capital
base and ensure compliance with statutory and regulatory requirements.

tatements

For the year ended 31 December 2023

2023 2022
Rupees Rupees
Size of the fund - total assets 434,532,313 461,623,582
Cost of investments made 401 409,390,020 437,923,507
Percentage of investments - (% of total assets) 94% 95%
Fair value of investments made 416,636,518 444 245 020
40.1 Breakup of cost of investments
2023 2022 2023 2022
Rupees Rupees Relative % of size of the fund
Mutual fund 167,498 146,264 0.04% 0.03%
Pakistan Treasury Bills 288,416,450 - 70.45% 0.00%
Term finance certificates 100,000,000 100,000,000 24.43% 22.84%
Pakistan investment bonds - 325,000,000 0.00% 74.21%
Bank balances 20,806,072 12,777,243 5.08% 2.92%
409,390,020 437,923,507 100.00% 100.00%

The investments of the provident fund trust are in compliance with the provision of section 218 of the Companies Act,

2017 and the rules formulated for this purpose. {
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ABHI Microfinance Bank Limited

(Formerly FINCA Microfinance Bank Limited)
Notes to the Financial|Statements

For the year ended 31 December 2023

41 Material outsourcing arrangements

In compliance to the BPRD circular no. 06 of 2017 of SBP, the material outsourcing arrangements of the Bank are liste

below:
s Estimated cost of  Estimated cost of]
N ri’ Name of the service provider Name of service outsourcing 2023  outsourcing 2022
ralaed (per annum) (per annum)
1 MSM Security Guards Pvt Ltd Sacuity guas 91,029,361 48,507,034
services
2 Agsa Security Guards Pyt Lid SHCUrky Gusriia 50,638,215 37,729,709
services
3 Access Security Service Pyt Ltd Eoturity quards 48,699,748 18,772,202
services
4 Achtung Security Pt Ltd Securty quards A 13,385,700
services
. Security guards )
5 Pheonix Armour S 4,198,263
6 National Institutional Facilitation Technolc  Clearing house 14,349,395 123,049,772
SMS alerts to
7 E-Ocean Pvt Ltd clients on 35,681,575 4,764,345
transactions
Digital marketing
8 Red Communication Art and 36,636,475 14,535,997
advertisement
Digital marketing
9 Lotus and 180,000 2,815,164

advertisement

42 Complaints management mechanism

The Bank is a customer oriented organization and gives due consideration to the valuable feedback of its customers.
Complaints are treated as opportunity to align our products/services and processes to serve the customers in a best
possible way. The Bank ensures that resclution of complaints is comprehensive, apprapriate and is dealt with agility,
keeping customers informed of their complaint status from acknowledgement till the final resolution. An escalation matrix
for complaint management has also been put into place internally for effective and efficient resolution of the customer|
complaints logged in. During the year 9,527 (2022: 11,081) complaints were received by the Bank and were resolved
with average resolution time of 4 days (2022: 2 days).

43 Reconciliation of movement of liabilities to cash flows arising from financing activities

2023
Deferred grant Lease liability Total
Rupees Rupees Rupees
Carrying amount as at December 31, 2022 - 1,075,212,018 1,075,212,018
Changes from financing cash flows:
Payment of lease liabilities - (367,030,148) (367,030,148)
Grant received during the year 2,864,087 - 2,864,087
2,864,087 (367,030,148) (364,166,061)

Other liability changes
Interest expense during the year - 99,735,482 99,735,482
Additions - 88,634,386 B8,634,386
Deletions - (125,820,623) (125,820,623)
Amortized during the year (2,864,087) - (2,864,087)

(2,864,087) 62,549,245 59,685,158
Carrying amount as at December 31, 2023 - 770,731,115 770,731,115
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ABHI Microfinance Bank Limited

(Formerly FINCA Microfinance Bank Limited)
Notes to the Financial Statements

For the year ended 31 December 2023

2022
Deferred grant Lease hability Total
Rupees Rupees Rupees

Carrpng amourt as at December 31, 2021 . 1,267,217,791 1,267,217,791
Chariges fro fnandng cash. fows,
Paymert of leass liabilitias - (329,179,863) (329,179,863)
Cirart recsived dudreg tha yesr ; . 2

- (329,179,863) (329,179.863)
Ottt listifty Siaraes
Irterast evpanes guring the year 127,078,169 127,078,169
paditiors 10,095,921 10,095,921
Arnortized Guriceg the year # = ¥

5 137,174,090 137,174,090
Carrying armourd a3 st Decernber 31, 2022 . 1,075,212,018 1,075,212,018

44  Goneral

VWhare (here ars no amounts 1o be disclosed in the account captions as prescribed by BSO Circular No.11 dated 30
Dscartier 2063 issued by SEP in respect of forms of financial statements for Microfinance banks, these captions have
riot besn reproduced in these financlal statements, except for caption of balance sheet, profit and loss account.

The comparative information has been re-arranged or reclassified for better comparison and presentation, however, no
material rectassification has been made in these financisl statements.

48 Sutsequent events

Subsequent to the year-end, Abhi (Private) Limited ("ABHI") and TPL Corp Limited ("TPL") entered into a Share
Purchase Agresment (SPA) with FINCA Microfinance Cooperatief U A, the then-majority shareholder of the Bank, for
the joint acquisition of the Bank. Pursuant to the SPA, ABHI and TPL obtained approval from the State Bank of Pakistan
(SBP) in Movember 2024 to acquire up to 94.8% shareholding in the Bank. Subsequently, the Competition Commission
of Pakistan (CCP) also spproved the transaction in January 2025, afier which the acquisition was formally completed,
resulting In a change of ownership and control and consequent rebranding of the Bank.

Following the acquisition, the new sponsors, in order 1o strengthen the Bank's capital base, support regulatory
compliance, and enhance financial stability, injected additional equity of Rs. 2 billion through a right issuance of 200
million ordinary shares of Rs. 10 each. Additionally, the new management has relocated the Bank’s Head Office from
Latiors {0 Islamabad to align operations with its revised strategic direction and growth plans. The Bank has also entered
into a restructuring arrangements, including the extension of repayment terms for Rs. 3,000 million from the SBP and Rs.
800 million from the Pakistan Microfinance Investment Company (PMIC), along with a waiver of accrued mark-up due to
PMIC (refer to notes 15.2 and 16.1 for details).

These events occurred subsequent to the reporting date and are considered non-adjusting events under IAS 10 -
Everits afler the Reporting Period, as they do not relate to conditions existing at the reporting date. However, they are
disciosed due to their significance in understanding the Bank's future capital position, ownership structure, and strategic

direction,
48 Date of authorization for issuo

These financial statements were authorised for issue by the Board of Directors of the Bank in their meeting held on

A8 - Nov- 2028 qu

—

wl;

vl
Wm Director

//,«%1«-/12&//

Chief Executive Officor Cha;ri
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