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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 statement of financial position as
at December 31, 2024, and the statement of 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
statement of financial position, the staterment of profit and loss account, the statement of
comprehensive income, the statement of changes In equity and the cash flow staterment together
with the notes forrning part thereof conform with the accounting and reporting standards as
applicable in Pakistan and give the information required by the Companies Act, 2017 (XX 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, 2024 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 approptiate to provide a basis for
our opinion,

Material Uncertainty relating to Going Concern

We draw attention to Note 1.1 in the financial staterments, which indicates that the Bank incurred a
net loss of Rs. 1,753.52 million during the year ended December 31, 2024 and, as of that date, the
Bank's accumulated losses of Rs. 7,644.58 million have resulted in negative capital of Rs. 4,029.87
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 ar conditions, along with other matters as set forth in the note, 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. Pue-
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(formerly FINCA Microfinance Bank Limited)

‘ Independent Auditor’s Report (continued)
P l( F To the members of ABHI Microfinance Bank Limited
Emphasis of Matter

We draw attention to Note 14.] to the financial statements, whicin describes that the Bank has
recognized a net deferred tax asset of Rs. 4,602.67 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 ol management assumptions and judgments about future
profitability. A significant change in these assumptions rmay affect the recoverability of the deferred
tax asset. Our opinion is not modifled in respect of this matter.

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

Management [s 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 report thereon.

Qur opinion on the financlal staterments does not cover the other Information and we do not express
any form of assurance conclusion thereon,

In connecticn 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 (XIX 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 geing concern basis of accounting unless management either intends to liguidate the Bank or
to cease operations, or has no realistic alternative but to do =o.

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 financlal statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report thiat includes our opinion. Reasonable assurance is 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. Misstaterments can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic declsions of users taken on the basis of these financial statements, Pl
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‘ Independent Auditor’'s Report (continued)

To the members of ABHI Micrefinance Bank Limited

‘ (formerly FINCA Microfinance Bank Limited)

As part of an audit In accordance with [SAs as applicable in Pakistan, we exercise prolessional
judgmient and maintain professional skepticism throughout the audit. We also:

» Identify and assess the risks of materlal misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our cpinion. The
risk of not detecting a material misstaternent 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 reascnableness of
accounting estimates and related disclosures made by management.

*» Conciude 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
staterments or, if such disclosures are inadequate, to maodify 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 evenls 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 statement of financial position, the statement of profit and loss account, the staterment 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
(XX 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;

¢) investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Bank's business; and Pt
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‘ Independent Auditor's Report (continued)
P l( F To the members of ABHI Microfinance Bank Limited

(formerly FINCA Microfinance Bank Limited)

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

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

Khan. §i¢-

QU (e

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

Date: March 18, 2026
UDIN: ARZ02410205VIORYLwiz
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ABHI MICROFINANCE BANK LIMITED

(formerly FINCA MICROFINANCE BANK LIMITED)

Statement of Financial Position
As at 31 December 2024

ASSETS

Cash and balances wilh treasury banks
Balances with other MFBs / banks / NBFs
Invesimenls

Advances

Fropery and equipment

Right-of-use assels

intangible assets

Deferred lax assel

Other assels

Total assets

LIABILITIES

Bills Payable

Borrowings

[eposits and other accounts
L.ease labilities
Subordinated deibl

Deferred grant

Other liabllities

Total liabilities

NET ASSETS

REPRESENTED BY:

Share capital
Reserves
Deposiors’ protection fund

surplus on revaluation of asaets - net of ax

Accumulated losses

CONTINGENCIES AND COMMITMENTS

The annexad notas 1 to 51.and Annexure | formn anintegral part of thesa financia

Chief Executive Ch an
Officer

Mote

10
"
12
13
14
15

16

17

18
18
20
21

22

23

25

Frey

2024

2023

et 1] 4 1c | -

3.400,587,838 1,830,828 692
5,452,584,698 105,840,179
4,562,000,100 3,889.935.410
18,386,926,694 17.965,971 882
416,654,081 514,828 983
646,806,802 541,188,645
118,086,431 154,778,437
4,602,670,938 4,271,761 534
2,757,248,526 2.585,318.825
40,352,576,509 31,870,554 ,587
116,212,293 102,600,513
3,000,000,000 3,046.875,000
36,226,184,701 25,539,671,770
898,106,035 07 118
800,000,000 200,000,000

-

3,341,947,500

2,742.631,430

44,382,450,529

33,002 410,228

(4,029,874,020) (1,131,855 B41)

2,269, 846,817

2,255,846 817

868,881,433 BEA BE81 433

482,045,565 300,823,377

3,933,767 2,172 8687
(7.644,581,602) (4.653,579,935)
(4.029,874,020) (1.131.855:641)
(4,029,874,020) (1,131,855,641)

temants. QW”

e G

Chief Financial
Officer
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ABHI MICROFINANCE BANK LIMITED

(formerly FINCA MICROFINANCE BANK LIMITED)

Statement Profit and Loss Account
For the year ended 31 December 2024

Mark-ug [ return / inlerest eamed
Mark-up { return { interest expensed
Met mark-up / interest income

NON MARK-UP [ INTEREST INCOME
Fee and commission Income

(35N on securities

Oiher incomea

Total non mark-up / interest income
Total Income

NON MARK-UP /| NCN INTEREST EXPENSES
Operaling expanses
Workers welfara fund

Other charges
Tolal non mark-up / nen inlerest expenses

L.oss before credit loss allowance
Credil loas allowance and write offs - net

LOSS BEFORE TAXATION
Taxalion

LOSS AFTER TAXATION

Basic and diluted loss pershare

The annexed notes 1 o 51 and Annexure | form an integral parl of these financial ulalgrnant_a.?rw/

Chief Executive Chair
Officar

2024 2023
Noto e AU PR GG -~

26 7,385,402,542 6,309,457, 793
27 (6,382,028,345) (4,893 564,240)
1,003,374,197 1,415,893 544

28 1,027,849,086 671,718,455
29 128,310,801 1,804 497
30 391,612,258 54,351 477
1,548,772,145 727975429

2,552,146,342 7,143,868 673

1 (4,348,381,604)| [ (4,563,623.036)
32 (50,666,366) (45.530,323)
(4,400,047,870)  (4,609,153,359)
{1,847,801,628)  (2,465,284,386)

33 555,990,568 (278,373 818)
(1,281,811,060) (2,743 .658,204)

14 (461,608,744) 1,013,792,182
{1,763,520,804) (1,729,866 012)

36 (2.76) (2,72}

g
W o
Chief Financial Diptctor Director

Officer
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ABHI MICROFINANCE BANK LIMITED
(formerly FINCA MICROFINANCE BANK LIMITED)

Statement of Comprehensive Income
Far the year ended 31 December 2024

2024 2023
Rupees
Loss aftor taxation for the year {1.753,520,804) {1,729.866.012)
Other comprehensive income:
it that be ed fo profit
or loss acco fnn subse ripds
Movement in surplus / (deficit) on revaluation of 2,887,060 12,800,150
Investmenls in debt instruments
Related tax impact {1,125,950) (4,292.059)
1,761,100 7.808,091
Items t wi
profit and loss account in subsequent
perinds
Remeasurment gain on defined benefit 28,405,221 158,130
Related tax impact (11,468,036) {65346}
17,937,185 102,784
Total comprehensive loss (1,733,822,519) {1,741,955,137)

The annexed noles 1 to 51 and Annexura | form an intégral part of these financial xjatamunts.ﬁf’

bV O/"

Chief Executive Chairman Ghnal’ Financial Director
Officer Gfﬁnnr

Page 3



sopeng

Yk

"

N
0

y Sdeg

ABRO pejRUEUL 9D

{0Z0'vi8's20'Y]  ISL'EEG'E (zos'es'vral)l  s35'sv0’zEY EEV'IBE'ESE icez'mvo'een'y)  OLLIE'BRE'S

8L ITTLE BEL'ECT' L6

lsiszeaees'yl [1]i] 5T g (gLeeas'sel’y)

SEZ'869 6L [ ]S -Vt SELLER'LL

(vO8'025'ES L) = {y08°025°£9.L'L)

|BRICLD LBET) LSSELLT {£86°L66"206's) LIE'EC8 068 EEV LBS'BRE (esz ov0'680'y) DL IBEEFLS
llgro'arreszis) (svo'eiw'ss L) -
(Lre'sspieL'y LOWTIL'E [see'sisess'sl LIE'EEQOET EEF'LEE'898 {6z 0¥’ 680'Y) 0L 2BT'EFE'S

SEF' L0660 SE¢'EOE'BE

(£E1'eSBTE L) V60 B0 L gzzeasss )

GLRTEEL LE0°B0E FEL20L

{Zi0'908'62L L) - {ZL0'2og gzl L

O80'8EL 025 (FE¥'GEY S} (2ol ng'ses'zd HPEESR'DZE EEF LOF B5E (€82 0r0'650"7) OLL{BEEYE'S

AN e e e R S o e e
g
01840 - SiEE5E Sassaj punj vopsajaad SR2IEYS }0 BNES5]
ey [0 UONEN[EARI UG PeIINWINITY siolisogeg  MPTRAGERS. o ungagq  ERRMRS
lysyeplenjding

SAAIEEE] SNuUSAY

sanesa [Eden

IO BAGNIERT ST

FEOT ABGURAS0] LE 18 58 S0UEEE

SHUBULSEAL £0Un LO7Ra0s Si0isodEp 1O WRESY
swsessu AIOINIEIS O JajsuRll

HE) 0 JEU-SLSL SASTSLRIIWDD SBYID
=ak sy 0 S50

palEisal S8 - 207 L0 AEnURl 18 5E SouREg
BOFSHAI J0 UGHDODE [eme J0 PEd
EZ0L Jaqualaq LEJE 58 JUEEE

9

SpELLEEAL,
$PUN; uoHoS|ood S10US00S0 WO LNLEY
antesa Aoiniels Of SNSRI

TE] J0 LS00 duslaRduead SS90
igad 9yl 40; 5507

E20Z Juenuer 1o 1e 58 SaUeeg

pziE Jequade(] LE pepus Jead 3y} oy
Aunb3 w sabusyn o uswelEs

(oL MNYE IDONVNIOYOIWN YONIH Apswaoy)

Q3L MNYE SONVNIJOHIIN IHaV



ABHI MICROFINANCE BANK LIMITED

{formerly FINCA MICROFINANCE BANK LIMITED)

Cash Flow Statement
For the year ended 31 December 2024

CASH FLOW FROM OPERATING ACTIVITIES

{Loss) bafore texation
Adjusiments;
Depreclalion
Depraciation on right-of-use assels
Amartization
Mark-up [ return [ interest expense on lease hatility
against right-of-use assets
Credit logs allowance and write-offs
l.ogsd (Gaein) on sale [ disposal of property and squipmant
Operaling lxed assels written off
Markug eamed an investiments in governmeni securitios
GGain an revdluation of hekd for trading securities
{Gain) { loss on dispogal of government sacurities
Amartization of deferred grant
Linbikties written back
Gain en termination of loase
Provigion for gratuity

{increase) Decrease in operating assels
Securliies classified as FVTPL
Advances
(ithers assets

incraase / {Decrease) in operating Habilitles
Hills payahis
Borrevangs fram financial instilutions

Deposity
Other abilities

Gratuity paid
Income fax paid
Mat cash flow from / (used in) operating activities
CASH FLOW FROM INVESTING ACTIVITIES
Met investments in amonised cost securllies
Investments in propery and eguipmenl
Investmients In Intangible assels
Proceeds from sale of property and equipment
Het cash flow (used In) / from nvesting activities
CASH FL Fi NCING A ES
Granl receivad
Payment of izase liabifity against righl-of-use assels
Net cash used in financing activitlos
Incroase | (Decrease) In cash and cash eguivalents
Cash and cash eguivalents at beginning of the year
Cagh and cash eguivalents-at end of the year

Chief Executive cl
Officer

MNote

11
12
13
18

33
30
a2
26
21

30
39.6.1

8.5

36

161 and Annexure | form an integral pan of these financial sta

| S

2024 2023
—e—RlUpoeg-—-—
{1,284,914,060) (2,743,658 204)
141,604,236 173,606,700
237,062,448 221,337 641
45,337,472 55,790,040
132,759,148 99,735.482
(29,107,187} 1,062,788,143
(1,869,537) {1,341,373)
. 27,004,807
(842,677,221) {1,010,888,232)
. (1,678)
{128,310,801) {1,802 818)
- (2,864,087
(386,319,337 g
(3,199,057} (47,358,716)
102,562,918 91,753,302
(032,937,218 657, 569,218
{2,124,848,278) {2,088, 0AB 925
G77,582,020 (171,016,327}
{1,B08,676,605) (2,665,001 958)
{224,107,172) (853267 468)
(1,145,201,847) {3.799 285, 754)
13,611,380 (23,422.705)
(46,875,000) (748,003.780)
10,686,612,931 1,062 687,153
624,134,131 1,125.616,381
11,277,383,442 1,415,875,860
8,007,333,47 {4.469,498,800)
(81,519,466} (68,292,019)
(123,343,187 {46,847.813)
7,802,470,554 {4,584, 639,832
{481,784,350) 4,838,526 445
(45,528,263} {2B,041,588)
(8.645,166) {40,603.818)
4,168,567 7,736,118

{632,188,212)

4,777,817,157

= 2,884 OB7
{344,865,778) [367,030,148]
(344,865,7T76) (264,166,061}
6,825,415,666 (171,168,536)
1,836,766,871 2,107.855.407
B,B52,182,537 1,836, 766,871

I.Ehluf Financial

Officer
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ABHI MICROFINANCE BANK LIMITED

{formerly FINCA MICROFINANCE BANK LIMITED)
Motes to the Financial Statements

Faor the year ended 31 December 2024

|

STATUS AND NATURE OF BUSINESS

ABHI Microfinance Bank Limifed (formasy FINCA Microfinance Bank Limiled) ("the Bank") was incorparated on 28 June 2008 as
a public limited company. The Bank obtained the microfinance banking license from the State Bank of Pakislan ("SBP*) on 12
August 2008 under the provisions of Microfinance Institutions Ordinance, 2001 and cerificate of commencement of business on
04 September 2008 from Securities and Exchange Commission of Pakistan. The Bank received the cerlificate of
commencement of business from SBP on 27 Oclaber 2008,

The principal business of the Bank is 1o providea microfinance services to the poor and under-senved segments of the sooiety as
envisaged under the Microfinance Institutions Ordinancea, 2001, The Bank is licensed 1o operate nationwide. As al 31 December
2024, the Bank has 114 branches (2023 114 branches) operating in (he provinces of Punjab, Khyber Pakhmnkhwa,
Batochistan, Sindh, Gilgit Baltistan and Azad Jammu & Kashmir, Details of the Bank's branch network are presented in note 38,
The credil rating company PACEA assigned the lang term entity raling of the Bank al ‘BBE+ and shor term rating at 'A-3" on 23
February 2024

The registered office of the Bank was praviously located al Bullding-38, Seclor-XX, Commercial Zone, Phase Ill, Khayaban-e-
Igbal, DHA, Lahare, Pakistan, Howewvar, subsagquent to the year-and, and in light of evants disclosed in note 50, the registored
office of thee Bank has been relocated to Plot Ma, 12, 5.4, House, 0-12 Markaz, islamabad, Pakistan

During the year and as at the reporfing date, the helding company of the Bank was FINCA Microfinance Cooperalief LA (a
cooperative with exclusion of Habilily incorparatad in the Matherands). The ultimate holding company of the Bank was FINGA
Impact Financa, a nol-lor-profit corporation incarparated in Washinglon DG, USA,

#As detailed in note 50, subsequent to the year-end, the Bank was jointly socquired by Abhi (Private) Limited and TPL Comp
Limitad in January 2025. This share fransfer represents a significant non-adjusting: event under 1AS 10 Events after the
Reporting Peried. Accordingly, no adjusiments have been made to these financial stalements; however, tha avent has boean
appropriately disclased herainlo inform users of the financial statemants.

1.1 Gaing concern assumption

During the year ended December 31, 2024, the Bank reported a net loss of Rs 1,753.52 milion {2023: Rs. 1,720.87
million), increasing accumulated losses to Rs. 7,644.58 milion (2023: Rs. 4,653.58 million). This has resulled in
negative: capital of Rs. 402967 milion (2023: Rs. 1,131.86 milien) at year-end ae against the Minimum Capital
requirement of Rs. 1,000 millian while the Capital Adequacy Ralio (CAR) also remained below the prescribed level of
16% as required under the Stale Bank of Pakiztan's Prudential Regulations for Micrefinance Banks.

These conditions indicate the existence of @ material uncertainty that may cast significant doubt an the Bank's ability to
confinue 8z a going concem and, accordingly, iis capacily to realize assets and. digcharge liabilities in the nomal
course of business. The deterioration in financial performance and posilion aver the past few years has primarily been
driven by the materly of COVID-19-restructured loans, which resulled In substantial write-oifs and Increased
provisioning against non-parfarming advances and lawer mark-up incomae,

Subsequent to the reporting date, as delailed In nate 50, the Bank underwent a change in ownership and control
fallowing its acquisifion by Abhi (Private) Limited *ABHI") and TPL Corp Limited (*TPL"), pursuant lo 4 Share Purchase
Agreemant (SPA) with the then majorily sharefiolder e, FINCA Microfinance Cooperatiel U4, accompanied by a
rebranding of the Bank. The acquisition and relaled change of conirol were completed with the approval of the State
Bank of Pakistan {SEF). Under the stewardship of the new management team, a comprehensiva sirategic lermaraund

plan has been initiated, almed at restoring profitability, enhancing asset guality, improving capital base and operational
efficiency. Koy measuras include:

Injection of additional equity of Rs. 2 Billlon through a rght 1ssueance of 200 mill!gn ardinary shares of Rs. 10
aach in April 2025, with a commiitment to Inject further equily of Rs. 2 bilion subject to regulatory approvals.

- Restructuring of bormwings, including the extension of repayment terms for Re. 3,000 millon from 1he SBP
and Rs. 800 millian from the Pakistan Microfinarce Investment Company (PMIC), along with & wakver of
cacorued mark-up due to PMIC (refer to nofes 17.2 and 20 for details),

- Transitianing to a secured-lending medel, parficulary goid-backed foans and asset-secured micro-enterprise
finansing, minimizing cradit risk and ensuring stable retums

The new management is cenfident that the measures oullined above will enable the Bank o restore finansial stabilily
and achigve suslaingble operations. Accordingly, these financial slatements have been prepared on'a going concem

basis %‘P"
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ABHI Microfinance Bank Limited

(Formerly FINCA Microfinance Bank Limited)
Mates ta the Financial Statemaonts

Faor the year ondoed 31 Decembar 2024

2 BASIS OF PRESENTATION

2.1 The Banking Palicy & Reguialions Departmeant of Stale Bank of Pakistan (SBP) via eiretlar na. 3 of 2023 dated February
09, 2023, introduced the new format for preparation of annual and interim finzncial statements for microfinance banks
due to significant regulatory developments including implementation of IFRS 9 as well as many other additions /
amendments in the International Financial Reporting Standarde. The revised farmat for praparation of annual financial
slatements are applicable effective from the accounting yvear ended December 31, 2024, These annual financial
statements have been prepared in accordance with the SBP BPRD circular no, 3 of 2023 dated February 08, 2023 and
new disclosures have been presented in the financial statements and compargtive figures In these financial statements
have been reclassified accordingly as per naw format as disclosed in Note 48,

3 STATEMENT OF COMPLIANCE

3.1 These financial statements have been prepared in sccordance with the accounting and reporting slandards as
applicable in Pakistan, The accounting and reparting standards as applicable In Pakistan comprise of;

- IFRS Accounting Standards issued by the Internationzl Accounting Standards Board (IASE) as are notified
under the- Companies Act, 2017,

- Provisions of, directives and nofffications issued under the Microfinance Institutions Ordinance, 2001,
prudential regulations for the Microfinance Banks and the Companles At 2017; and

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

Wherever the requirements of the Microfinance Institution Ordinance, 2001, the Companies Act, 2017 ar the direclives
and nofifications izsued by tha SHP and SECP differ with ihe requirements of IFRS Accounting Standards, the
reguirements ol the Microfinance Ordinance, 2001, the Companlas Act, 2017 and the related directives shall preval,

3.2 The SBP has defersd the applicability of intemational Accounting Standard (IAS) 39, 'Elnancial Instruments:
Recagnition and Measurement' and IAS 40, "lnvestment Properly’ for Banking Companies in Pakistan lhegugh BSD
Circutar Latter 10 dated 26 August 2002 il furthar Instructions. SECP has deferred the applicability of IFRS 7 'Financial
Instruments: Disclasures’ through ots notification S.R.0 411 (1) / 2008 dated 28 Aprl 2008, Accordingly, the
requiremants of these standards have not been considered in the preparstion of these financial statements, However,
Investments have been classified and valued in accordance with the IFRS 9 requirements,

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

Curing the year, the Bank has adopted IFRS 9 as applicable in Pakistan with elfect from 01 January 2024 (refer note
6.2 for details). There are certain olher amendments to existling accounting and reporing standards that have bocome
applicable o the Bank for accounting periods beginning on ar after January 01, 2024, Except for IFRS 8, these are
either considered not to be relovant or do not have any significant impact and accordingly have not been detailed in
these financial statements.

3.3.1 IFRS 8 'Financial Instrument”

As per circular no. 3 of 2022 dated 05 July 2022, issued by State Bank of Pakistan {SBP), the Bank has adopted IFRS
% from 01 Januany 2024

The Bank has not restaled comparative information for 2023 for financial instruments in the scope of IFRS 9. Therefors,
the eomparative information for 2023 is reported undar previous local regulatory requirements and is nol comparable
with the information presented for 2024, Differences arising from the adoption of IFRS 0 have been recognized diractly
in retained earnings as of 1 January 2024 and are disclosed in Note 622,

Changes to classification and measurement

To determine thelr classification and measurement category, IFRS 9 requires all financial assets, except equity
instruments and derivatives, 1o be assessed based on a combination of the enfity's business model for managing the
assels and the inztruments’ contractual cash flow characteristics.

Maw categorias of financial assets under IFRS 9 are as follow:

- Dbt instruments al amortized cost

- Dbt Instruments at fair value through ather comprahensive income (FYOC), with gains
of leeses recycled to profit ar loss on derecagnition

- Equily instrumenis al FYOCL, with no recycling of gains or losses in profit or loss on
deracognilion

- Financial assets at FVTPL

The accounting for financial fabiities remains largely the same as i was under prior accounting policy, F“—v
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Changes to the impairment calculation

The adoption al IFRS 9 has fundamentally changed the Bank's sccounting for impalments loss by reptacing price
incurred loss approach wilh a forward-looking expected credil lass (ECL) approach. IFRS 9 requlres the Bark to record
an allowanecs for ECLs for all leans and other debl financial assets not held at FVPL, logether with Toan commitments
and financial guarantee conlracts. The allowance is based on the ECLs assoclated with the probability of default in the
next twelve months unless there has been a significant increase in credil risk since origination, If the financial assat
meets the definition of purchased ar criginated credit impaired (POCH), the allawanse is based an the change in the
ECLs over the life of the assal,

14  Standards, interpretations and amendments that are not yet effective

The following standards, amendments and interpretations as notified undar the Companies Act, 2017 will be elfective
far agcounting periods beginning an or after January 01, 2025

Effective date (annual reporting

Standard, Interpratation or Amendment periods beginning on or after)
Lack of exchangeability - Amendments to 145 21 January 01, 2025
Classification and Measurement of Financial Instfrumeants - Amendments o January 01, 2026

IFRS 4

IFRS 17 - Insurance Contracis January 01, 2026
Annual Improvements (o IFRS Accounting Standands - Volume 11 January 01, 2026

Power Purchase Agresments - Amendments ta IFRS 8 and IFRS 7 Jdanuary 01, 2026

Sale or Contribution of Assels belween an Investor and its Associate ar Joint Mot yet finalized

Venture - Amendments to IFRS 10 and 1AS 25

The above standards and amendments are not expected to have any significant impact on Bank's financial stalements
for future periods.

Following standards have been issued by the Inlemational Accounting Standards Board (IASE). which are yel lo be

naotified by the Secunties and Exchange Commission of Pakistan (SECP) as at December 31, 2024 for the purposa of
their applisahility in Pakistan:

Effective date {annual reporting

Standard periods beginning on or after)
IFRE 1 - First time adaption of Intemational Financial Reponing Standards January 01, 2025
IFRS 16 - Praseniation and Disclosure in Financial Stalements Janyary 01, 2026
IFRS 18 - Subsidiaries withoul Public Accounability: Cisclosures January 01, 2026

4 BASIS OF MEASUREMENT

These financial statements have been prepared under [he historical cost convention except far the following which are stated at
fair values / present values

* Investments in govemmenl securities;
- Right of use assets and corresponding leasze liabilities; and
- Payable to defined bonefit plan.

These financial statements are presented in Pakistani Rupess ("R5."} which s the Bank's functional and presanlational
currency. All amaunts have been rounded to the nearest Pakistani Rupes, unless othensise indicated,

5 USE OF ACCOUNTING ESTIMATES AND JUDGEMENTS

The praparation of these financial statemenis is in confarmity with the approved accounting standards requires management to

make judgements, estimates and assumplions (hat affect the application of policles and reported amounts of assets, liabilities,
Ingome and expenses

The eslimates and associaled assumplions and judgements are based on historical experience and other factors thal are

believed lo be reasonable under the cireumslances, the rasull of which form the basis of making the Judgemants about camying
values of assets and liabilities that are readily apparent from ather sources. Actual resilts may differ from these estimates, PYE
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The estimatas and underlying assumptions are reviewed on an ongaing basis. Revision fo accounting estimates ara recognized
in the pesiod in which the estimate is revised if the revision effects anly that periad, or in the period of revision and future periods
If revision affects both current and fulure periods. The areas where varions assumptions and estimates are significant 1o Bank's
financial statements are as follows:

Hote

Impairment losses. on financial assels f.2.4

Property and equipment 643

- Rlght-of-use assels f.5.2

- Imtangible assels G.4,2
-~ Provisian for taxation 6.7
Recoverability of deferrad lax asgets 6.7
Staff retirement benefits 6.4

6 MATERIAL ACCOUNTING POLICY INFORMATION

The material sccouniing policies adopied in the preparation of these financial statements are consiztent with those of Lhe
carrespanding year, excepl for adoption of IFRS9 with effect 01 January 2024 (note &.2).

6.1 Cash and cash equivalonts

Cash and cash equivalents for |he purpose of cash flow stalement reprezent cash in hand and batances held with
treasury banks-and batances held with othar banks in cument and deposit accounts with maturitles of less than three
maonths and ara camed al cost

6.2 Financial instruments - initial recagnition {accounting policy applicable from 1 January 2024)

The Bank has adopted IFRS @ (read with IFRS 8 application instructions issued by SBP) retrospectively with date of
initial application as January 01, 2024, which resulled in changes In accounting policies and adjustments: 1o the
amaunts . previously recognised in Ike francial statements, In terms of lhe transitional provisions o IFRS 9,
-adjustments to the carrying amounts of financial assels and liabllites at the dats of fransition wera recognisad in the
opening accumulated loss at the beginning of the curent period withoul restating the comparative figures. The impact
on carrying amounts of the financial assels and liabilities is disclosed n nola 6.22,

Financial instruments camed on the statement of financlal position include: Cash and balances with treasury banks,

talances wath olher banks, Invesimenis, Advances, cerfain Other assels, Bills payable, Borowings, Deposite and
certain Other liabilities.

6.2.1 Classification of financial assots

IFRS 9 introduced a new classification model for financial assets thatl is more principle-based than tha previous
requirements, Financial assels are classified according o thelr contractual cash fow characteristics and the business
models under which they are held, Instrurents will be classified either &l amorlized cost, fair value through other
comprehensive income (FVOCT or fair value through profit or loss (FWTPLL The previaus accounting policies were

based on instument by instrument classification inte Meld for trading, Held to maturdlty and Available for Sake
catagories.

6.2.2 Financial assets - (nitlal recognition

All financial assets under IFRS & are initially récognized at falr value plus transaction cosl, However, transaction costs

in relation to Financial Assels measured at Fair Value through Profit and Loss, is recoghized as an experse when
ingumed,

€.2.3 Classification and subsequent measurement of financial assets

Financial azsets are classified info following calegortes for measurement subsequent to inifial recognition:
- Financial assels at amortized Cost
- Financial assets al 'fair value through other comprehensive income' FVYOCI
- Financial aszels at fair value through profit o loss' FYTPL

Fair Valua through Profit or Loss (FVTPL) is thie residuat calegory which is used for financial assets (nat are held for
trading or it a financial assel does not fall Into one of the two business modals PYE
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6.2.4 Financial assets at amortised cost

The contractual lerms of the financial asset give rise on specified dates to cash flows that are soiely payments of
principal and interest (SPPI} on the principal amount aulstanding. The Bank classifies its financial assets al amortized
cost only if bath of the follawing condifiens are mat:

- Thi inancial assetis held within 3 business madel with the objective to hold financial assets in order to collect
contraciual cash flows

- The cantractual lerms of the financial asset give rise on specified dates to cash fiows that are solely payments of
principal and mterest (SPPI) on the principal amount outstanding.

After initial measurement, these financial assets are subseguently measured al amortized cosl,
6.2.5 Financial assets at FVOCI

The Hank applies this new categary under IFRS 9 when both of the following conditions are met;

- The Instrument Is held within a business model, the objective of which is achisved by both callecting contractual cash
flews and salling financial assets

- The contractual terms of the financial assal meel the SPPI test

FVOCI debt instruments are subsaquently measurad at fair value with gains and losses arsing due to changes in fair
value recegnised in G|, Interest income al EIR are recognised in the profit and loss,

The ECLs for debl insluments measured at FYOCH do not reduce, the carrying amount of these financisl assels in the
statement of financial positlon, which remains al fair value. Instead, an amount equal to the allowance that would anisa
if the assels ware measured at amortised cosl is recognised in OCI as an accumulated impairmeant amaunl, wilh a
comesponding charge o profit and loss account. The accumulated foss recognizged in OCI is recycled to the prafil and
Ioss account upan deracogniticn of the assals,

On derecagnition, cumulative gains of losses praviously recognised in OCI ane reclassified from O to prafit and loss
account.

As per "IFRE 8 Financial Instruments application instructions” issued by SBP via BPRD Circular Mo, 03 of 2022
Government Securitles are exempl frem the application of EGL Framework,

6.2.6 Financlal assots and financial liabilities at FVPL

Financial assets and financial liabilifies In this category are those that are;

- held for trading, that is, they have been purchased or issued primarlly for sharl-term profit-making through {rading

activities or form part of a portfolio of financlal instrurments that are managed together, for which there is evidencs of a
recent pattem of shorl-term profit taking, or

- not held for irading and have been elther designated by management upon initial recognition, or mandstorily réquired
1o be measured at fair valug under IFRS 9.

Financial assels are recorded in the statement of financial position at fair value. Changes In fair value are recorded in
profit 2nd loss account.

B.2.T Financial Nabilities at amortized cost

Financial liabilities with a fxed maturily are measured at amortlsed cost. These include Bills payabls, Borrawngs,
Deposits and eefain ilems within Other Liahilifies

6.2.8 Derecognition of financial assets
6.2.8.1 Derecognition other than due to substantial modification of torms and conditiona

A financial assel {or, where applicable, @ part of a financial asset or par of a group of similar financial assels) is
derecognisad whean the rights to receive cagh lows from the financial asset have expired. The Bank also derecognizes
the finoncial assel if it has both transferred the financial asset and the transfer qualifies for derecognition.

£.2.8.2 Derecognition of linancial liabilities

A financial lizbibty is derecognised when the obligation under the llability is discharged, cancelled ar expired,
6.2.9 Impairment of financial assets (Pelicy applicable from 1 January 2024)
£.2.8.1 Overview of the ECL principles

IFRS 9 has fundamentally changed the Bank's loan loss impairment mathad by replacing incurred loss approach with a
forward-looking ECL approach. From 1 January 2024, the Bank has been recording the allowance for expected cradit
ipesos for all lozns and other debt financial assets not held at FYPL, together with loan commitments and finangial
guaranies contracts. Equity instrumenls are nol subject 1o impairment under IFRS o, Vil
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The ECL allowance is based on the credil losses expected to arise over tha lifa of the asset the lifstime expacied cradil
loss or (LTECL), unless there has been no significant increase in credit risk since origination, In which case. the
allowance is based on the 12 montha’ expected credil loss (12mECL).

The 12mECL is the portion of LTECLs thal represent the ECLs that result from default events on'a financial instrument
that are passible within the 12 months after the reporting date. Both LTECLs and 12mECLs are caleulatad on aithar an
individual basis or a collective basis, depending on the nature of the underlying portfolio of financial instruments,

The Bank has established a palicy 1o perform an assessment, at the end of each reporting periad, of whather &
firancial Instrument’s credit risk has increased significantly since initial recoqnilion, by conskdering the chanpe in the
nisk of default occurring over the remaining |ife of the financial instrument.

Based on the above process, the Bank groups 115 loans into Stage 1, Stage 2, Stage 3 and POC, as described below:

Stage 1 When loans are first recognized, the Bank recognizes an allowance based on 12mECLs. Stage 1 loans also
include facilities where the credil risk has improved and the loan has been reclassified from Stage 2

Stage 2 when a loan has shown a significant increase in credit risk since arigination, the Bank records an allowance
for the LTECLs, Slage 2 loans alsa include faciliies. where the cradit risk has improved and the loan has
been reclassified from-Stage 3,

Stage 3 Loans considered credit-impaired | The bank records an-allowance for the LTECLs,

POCH Purchased or originated credit impaired (POC!) assels are financial assets that are credil impairad on initial
recognition. POCI asssels are recorded at fair value at eriginal recognition and interest income is
sibsequently recognized based on a credit-adjusted EIR. ECLs are only recognized or raleased to the extent
that lhere is @ subsequenl change in the expected cradit lostes.

6.2.9.2 The caloculation of ECLs

Tha Bank calculates ECLs based on a three probability-welghted scenarios o measure the axpeclad cash shorials,
discounted at an approximation to the EIR. A cash shartfall is the diferance batween the cash flows that ara dus ta an
entity in accordance with the contract and the cash Nows (hat the entity expects ta receive,

The mechanies of the ECL calculations are outlined below and the key slements are, as fallows:

FD The Probability of Dafault (PO) is an estimate of ihe lkelibood of default over a given tima horzan, A default
may only happen at a cenain Ume over tha assessed period, if the faclily has not besn previously
derecagnized and is sl in the portfolio. The concept of PDs is further explained in note 45.2.7.

L&D Tha Loss Given Default (LGD) Ig an estimate of the loss arising In the case where a default ocours at.a glven
time. It is based on the difference between the contraclual cash flows due and those that the lender would
expect fo receive, including from the realization of any collateral or credit enhancements that are integral to
the loan. It is usually exprossed as a percentage of the EAD. The LGD |e further explained in note 45.2.8,

EAD The Exposure at Default is an estimate of the exposure at a fulure defaull date, taking into account expected
changes in the exposure after the reporing date, including repayments of principal and: Interest, whether
scheduted by contract or atherwise, expacled drawdowns on committed facilities, and accrued interest from
missed paymants.

When estimating the ECLs, the Bank considers fhree scenarios (a base case. an upside and a downside), The
maximum period for which the credi! losses ane detarmined is the contractual fife of a financlal instrument unless the
Bank hae the legal right to call it earlier, Impalment losses and releases are accounted for and disclosed separataly
from medification losses or gains that are accaunted for as an adjustment of the financlal asset's gross camying value,

The mechanics of the ECL method are summarized below,

Stage 1 The 12ZmECL |s catculated as the portion of LTECLS that reprasent the ECLs that result from defaull avents
an a financial instrument that are possibla within the 12 months after the reparting date. The Bank caloulates
the 12mECL allowance based on the expectation of a- default occurring in the 12 monthe following the
reponing date, These axpactad 12-month defaull probabilities are applied o a forecast EAD and mulliplied by
the expacted LG and discountad by an approximation fo the ariginal EIR. This calculation iz made far sach
af the three scenarlos, as explained above,

Stage 2 When a loan has shown a significant incraase in credit risk since rigination, the Bank records an allowance
for the LTECLs. The machanics are similar to those explained above, incleding the use of multiple scenarios,
but POs and LGDs are estimated over the lifetime of the instrument, The expected cash shodtfalls are
discounted by an approximation ta the ocriginal EIR.

Stage 3 For leans cansidered credit-impaired | the Bank recognizes the lifetime expectad cradit losses for these
Ivans. The method Is similar to that for Stage 2 assels, with the PO set at 100%.

POCI  POCI assets are financial assets that are credit impaired on initial recognition, The Bank only recognizes the
cumulative changes in lifefime ECLs since initlal recognition, based on a probability-weighting of the thrae
scanarios, discounted by the credil-adjustad EIR,

6.2.9.3 Purchased or orlginated credil impaired financial assets (POCH)

Faor POC| financial assats; (ha Bank only recognizes the cumulative changes in LTEGL sinca initial recogniticn in the
lass allowance, QWe
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6.2.9.4 Forward looking information

In its ECL models, the Bank relles on & broad rangeé of forward looking Information as economic inputs, such as;
+ GOP growth
« Consumer prica indices

The inputs and models used for calculating ECLs may not always caplure all characteristics of the marke! at the date of
the financial statements. To reflect this, qualitative adjustments or overlays are occaszionally made as temporary
adjustments when such differences are significantly material. Detailed information about these inputs Is explained in
nole 45.2.9

6.2.9.5 Credit enhancements: collateral

Ta mitigate its credil risks on financial assets, the Bank seeks to use collateral, where possible. The collalasal comes in
vanous:forms, such as.goid, vehicla, house el Collsteral, unless repossessed, Is not recorded on Lhe Bank's
statement of financial position. However, the fair value of eligible collateral affects the calculation of ECLs. It is
generally assessed, al a minimum, & iInception and re-assessad on a requirement basis,

Eligible coliataral are those which has 1) legal cerainty and enforceability, and ll) histary of forcibility and recovery, The
Bank consider cash and cash equivalents as elighle collaterals and EAD of relevant faciliies are reduced by the
amount of efigible coilateral,

6.2.9.8 Write-offs

Financial assets are writian off aither partially or in thelr entirety only when the Bank has no reasanable axpestation of
recovering a financial assel in iis entirely or @ portion thereof. I the amount fo b written off is grealer than the
accumulated loss allowanca, the difference is first treated ag an addition to the sliowance that is then applied against

the gross camying amount. Any Sulisequent recoveries are credited Lo credit loss axpense. The Bank also follows
Prudential regulations issued by SBP for write off of itz advances,

6.2.8.7 ECL on government guaranteed credit exposure
ECL on credil expasure {in lacal currancy) that have been guaranteed by the Government of Pakistan and Govermment
Secdrities, has not been estimated due to exemption available under IFRS instructions issued by SBP through circular
ne. 3 of 2022 dated 05 July 2022

6.2.9.8 Two track approach for stage 3 loans
As. per instructions issusd by SBP, the Bank used wo track approach for ECL assessment an stage 3 loans, As par

this approach the Bank calculated provision /ECL both under PRs and IFRS 8 and higher amount at segment lovel hag
been taken as final ECL,

6.3 Advances

Advances are siated net of expected credit Losses: The ouistanding principal and mark-up of the loans and advances
under stage 3 are classified as non-performing loans (NPLs). The unrealized interest / profit / markup | sarvice charges
on MPLs is suspanded and crediled io inferest suspanse account

6.4  Operating fixed assols

6.4.1 Capital work-in-progress
Al gxpenditure conneclad with specific assets incurred during instaliation and development pariod are carmed undar
capital work-in-progress. These are transferred to specific assels as and when these are avaitable for uze. Capital work
In-progress is stated at cost less aceumulated impalrment losses, if any,

6.4.2 Intangible assets

Expenditure incurred to acquire compuler soflware is capitalized as intangible assets and stated ol cosf |ess
acoumulated amorizalion and any identified impairment loss, These are amortized using the siralght line method over
their estimated usaful life.

Full manth's amorization is charged in tha month of addition while no amortization Is charged in the manth of daletion,

Subsequent expenditure ks capitalized only when It Increases the fulure economic benefits embodied in 1he specific
assets 0 which it relates.

The residual value, usefil ife and amortization method is reviewed and adjusted; if approprale, al each balance sheet
date
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€.4.3 Property and equipment
Owned

These are stated at cost less accumulated depreciation and accumulated impairment losses, if any axcept land which
15 stated at cost Cost comprises purchase price, including Import duties and non-refundable purchase taxes, afler
deducting trade discounts and rebates, and includes other costs directly attributable to the acquisifion or constiuction,
arection-and installation,

Subsequent costs are Included In the asset's carrying amount or recognlzed as a separate assel as appropriate, only
when il is probable that fulure benefits associated with the ltem will flow to the Bank and the cost of the itlem can be
measured refiably. Major repairs and improvements are capitalized and the carrying amount of the replaced part is
deracognized. All other repair and maintenance are charged to profit and loss account as and when incurrad

Depreciation is calculated using the straight ling methed so as to wrile off the property and equipment, over fhair
expected usoful lives: Depreciation is calculated al the rates stated in nole 11.2. The assets' residual values: useful
lives and depreclation mathods are reviewed and adjusted, if appropriate, at each balance sheel date. The effect of any
revision are charged lo profit and lass sccount for the year, when the changes arise. Depreciation on addifions to
preperty and equipment iz chargad from the manth in which an assel is acquired or capitalized while no depreciation iz
charged far the manth in which the asset is disposed-off,

Anitem of propedy and equipment is derecognized upon disposal or when no fulure economic benefits are expacted
from its use or disposal. Gains and losses on dizpasals are determined by comparing proceeds with [he carrying
ameunt. These are recognized in profit and loss aceount for the year,

G.4.4 Impairment

The Bank assesses at each balance sheel dale whather there is any indication thal assets may be impaired. Il such
indication exlsts, Ihe carrying amounts of such assels are reviewed to assess whether they are recorded in excess of
fhelr racoverabie amount. VWhere carrying amounts axcead the rezpective recoverable amounl, assets ane wiitten down
o thewr recoverable amounts and the resulling impaimenl loss is recognized in profit and loss account. The
recovarable amount is the higher of an asset's fair value less cost to sell and value in use. Where an impainment loss fs
recognized, the depreciation ! amortization charge is adjusted In the fulure periods 1o allecate the assel's rovised
camying amount over its estimated useful life

Where impairment loss subsequantly roverses, the carrying - amount of the asset is increased fo the revised
recoverable amount but limiled o the axtant of the amount which would have been determinad had fhere been no
Impalmmient. Reversal of impairment loss s recognized as income.

6.6 Leascs
6.5.1 Lease liabilities

The lzase liabiity @ initially measured al 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, [ thal mste cannol bo rezadily
determined, the Bank's incremental bomawing rate. Generally, the Bank uses its incremental borrowing rate as the
discount rate. The Bank detarmines 13 incfemantal borrowing rale by analyzing its bomowings from various exlemal
sources and makes certain adjusiments to reflect the terms of the lease and type of asset leased.

The lzase liability Is subsequently measured at amorlized cost using the effective inlerest rate method. |1 s remeasured
whien there (s 8 change In fulure laase payments arging from s change in an indox or rata, if thers is o change in the
Bank's estimate of the amount expected 1o be payable under a residual value guarantee, if the Bank changes s
assessment of whether il will exercise a purchase, extension or tarmination option or If there Is a revised in-substance
fixed lease paymenl, When the lease lablity Is remeasured in this way, a corespondng adjustmant is made 1o the
carrying amaount of the rght-of-use assel, or is recorded in profit or loss if the carrying amount of the right-ol-use asset
has been reduced Lo zero. The finance costis charged to the profit and loss account as markup expense over the lease
pead 80 as to produce a constant periodic rate of interest on the remaining batance of the liabliity for each period.

6.5.2 Right of use assets

The right-of-uze asset is initially measured al cost, which comprises the inltial amaunt of the lease liakifity adjusted far
any lease payments made at or bafora the commencement data, plus any initial direcl costs incurred,

The right-ol-use assets are subsequently depreciated on a stralght line basis over the lease 18rm as this method mast

closely refiects the expected pattem of consumption of future econemic benefits. The right-of-use assals are reduced
by impairmant lozses, if any, and adjusted for certain remeasurements of lease lisbility. W"'

Page 13



ABHI Microfinance Bank Limited

(Formerly FINCA Microfinance Bank Limited)
Motes to the Financial Statemants

For the year ended 31 Docember 2024

6.5.3 Short-term leases

The Bank has afected not to recogniza right-of-use assels and lease liabilities for some leases having & lease term less
than 12 months from the commencement dale and do not contain a purchase option. The lease payments assoclated
willh these leases are recognized as an expenses on a staight-ling basis over fhe lease term,

6.6 Grants

Grants are initially recogrized st fair valug in the balance sheet when there is reasonable assurance that the grants will
ba received and the Bank will comply with all the altached conditions. Grants that compensate the Bank for -expenses
incurred ara recognized as other Income in the profit @nd loss account on & systematic-basis In the samea periods in
which the expenses are Incurred, Grants that compansale the Bank for the cost of an asset are recognized in the prafit
and lass account as olher income on & systematic basis over the uséful fife of the assel.

6.7 Taxation

Inceme tax on the profit or iass for the year comprises of curtent and defered tax. Income tax is recognized in the prafit
and loss account, gxcepd to the extent thal it relates to ltems recognized in other comprehensive income, in which case
it is recognized in other comprehensive incame,

Current fax

Frovigion for current tax s based on the taxable income for the vear determined in accardance with the prevailing law
for taxation of income, The charge for eurrent tax Is calculated using prevailing tax rates or tax ralas expected fo apply
to the profit for the year, if enacled. The charge for current 1ax algo includes adjustments, where considerad NECESsary,
ta provizion for taxation made In previous years arlsing from assessmeants framed during the year for such years.

Deforred tax

Deferred lax is recognized in respect of temporary differences between the camying amounts of assets and [abilities lor
finansial reparting purposes and the amaounls used for taxation purposes. Defered tax is nal recoanized for

s temporary differences on the initlal recognition of assats or Babllities in & transaction that is not a business
combination and that affects naither accounting nor taxable peofit or loss:

- temparary differences rolated to investmenis in subsidiaries, associales and joint arangements to the ektent
thal the Group is able Lo cantral the tming of the reversal of the temparany differences and It is probable that
they will not reversa in (he floresesable fulure: and

- taxable temporary differences ansing on the initial recognition of goadwill,

Deferred tax assels are recognized for unused tax losses, unused tax credite and deductible temporary diffarences to
the extent that it is prabable that fulure taxable profits will be available against which they can ba used. Fulure taxable
profils. are determined based on the reversal of relevant taxable temporary differences, If the amount of taxable
temporary differences is insulficient to recognize a deferred tax asset in full, then fulure taxable profits, adjusted for
reversals of existing lemporary differences, ere considared, Deferred tax assets are reviewed at each reparting date
and are reduced fo the extent that it is no longer probable that the related tax benefit will be realized: such reductions
are reversed when (he probability of future taxable profits improves,

Unrecognized deferred tax assets are reagsessed al each reporting date and recognized fa the exteni thal |t has
become probable thatl fulure laxable profits will be avaltable agalnst which Ihey can be usad,

Defarred tax is measured at fhe lax rates that are expaciad to be applied 1o lemporary differences when they ravarse,
using tax rates enacled or substantively enacted at the reporting date.

6.8  Staff retirement benefits
681 Defined contribution plan - provident fund

The Bank cparales an approved defined contribution provident fund scheme for all permanent employess. Equal
menthly .contributions are made by the Bank and the employees to the fund at the rate of 8 33% of basic salary per
manth, The confribution of the Bank Is charged to profit and loss amuun!.{?ﬂf"
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ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

6.8.2 Defined banefit plan - gratuity schome

The Bank operates an unapproved non-contributory defined benafit gratuity scham for all permanent employoas with a
qualifying period of three years. Eligible employecs are entitied to one monlh's basic salary for each completed year of
service wpon thelr departure from the Bank. The lales! actuarial valuation was carded aul as at 31 Decamber 2024

using Projected Unit Credit Methad. Actuanal pains and losses arising from the actuarial valuation are recognized
immediately in ather comprehensive income

The Bank determings tho net interest expensa on the net defined ligbifity for the year by applying the discount rate used
to measure the defined benefit obligation at the beginning of the annual perod to the then - niet defined banefi Habality
during the pericd as a result of confributions and benefit payments, Met interast expense and other expenses related to
defined benefil plans are recognized in profit and loss account,

6.9 Deposits

Deposits are recorded at the proceeds received. Markup accrued on these deposits, if any, is recognized saparately as
part of alher kabiliies, and is eharged 1o profit and loss account over the period.

6.10 Borrowings

Loans and borfowing are. Initially recorded al proceeds recelved. In subsequent periods, borrowings are stated al
amorlized cost using the effeclive Interest rate method.

Related finance costs are accounted for on &n accrual basls and are Included In other liabilities to the extenl of the
amount remaining unpaid

6.11 Subordinated debt

Sub-ordinated loans are initlally recorded al the amount of proceeds received and subsequently measured al amortized
cost. Markup acenled on these loans 15 charged fo profit and loss account over the period at effective interest rate.

Related finance costs are accounied for on an accrual basls and are Included in other liabilitles 10 the extent of the
amount remaining unpasd,

6.12 Provisions

Provisions are recognized when the Bank has a present legal or constructive cbligation as a resull of past events and it
Is prabable that an outfiow of resources embodying economic benefits will be reguired to settle the ohligalion and &
reliable estimate of the amount of obligation can be made Provisions are reviewed at each balarce sheet date and
adjusted to reflect the currenl best estimates

.13 Statutory reserve

Thi Bank is required under tha requirements af the Microfinance Institution Ordinsnca, 2001 and Prudantial Ragulatisn,
lo maintain a slalulary reserve to which an appropdation egual 1o 20% of the annual profit after tax is made wntil the
resarve fund equats the paid up eapital of the Bank, Thereafler, a sum not less than 5% of its annual profite after tax s
required (0 be transferred to the sald reserve;

6.14 Depositors’' protection fund

The Bank is required under the Microfinance Institutions Ordinance, 2001 to contribute 5% of its annual afier tax profil
and profit @armad on tha investments of the Dapositors’ protection fund to the Depositors' pratection fund for the
purpose of providing security or guaranieeto persons depasiting money in the Bank,

6.15 Cash reserve requirement

In compliance with the requirements of the Microfinance Insfitution Ordinance, 2001 and Prudantial Regulation, the
Bank maintaing a cash reserve equivalent to not less than 5% of its deposits (including demand deposits and fima

deposits with tenure of less than 1 year) in a current account opened with the State Bank of Pakictan (SBP) or its
agant.
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(Fermerly FINCA Migrofinance Bank Limited)
Notes to the Finaneial Statements

For the year ended 31 December 2024

6.16 Statutory liquidity requirement

In compliance with the requirements of the Prudential Regulation, the Bank maintaing lguidity eguivalent 1o al least
10% of its total demand liabilities and time labllities with lenure of less than one yvear in the form of liquid assets i
eazh, gald, unencumbared treasury bills, Fakistan Investment Bonds and Government of Pakistan sukuk bonds,

Treasury bils and Pakistan Investment Bends held under depositors’ protection fund are excluded for the purposes of
detarmining liquidity.

617  Revenue recognition

- Mark-upireturn/ interest on performing advances is recognised on an gccrual basis using the effactive interast
method. Mark-up an advancas classlified under the Prudential Regulations Is recognised on recelpt basis

- Mark-upiraturn an investment is recognised on an accrual basis using the effective interest method,
- Fee, commission-and brokerage incomae is recognised when services ara rendared,

- Gains and losses on sale of nvestments are included in the profit and loss account in the period. In which sale /
selilement occurs,

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

- Other income is recognised on an accrual basis,
6.18 Foreign currency transactions and translation

Al maonetary assets and liabilities in foreign currencies are translated Into rupees at exchange rates prevailing at the
balance sheel date. Transactons in forgign currencies are translated into rupees at the spol rate on lhe date of
transaction. All non-monetary items are translated into rupees at exchange ratés prevailing on the date of ransaction or
on the date when fair values are determined (for assets caried at fair value). Foreign currency differences arising on
retranslatian are charged (o profit-and loss account in the period in which they anse.

6.18 Off setting

Financial assets and financial llabifites are set off and the net amount is reporied in the financial statements when there
is a legally enforceable right to set off and the Bank intends to either setile on & net basis, or fo realize the aszels and
o seftle the liabilities simultanzously,

6.20 Share capital and dividend

Ordinary shares are classified as equity and recognized at their faca value. Incremental costs directly altrbutable to the
Issue of new shares or oplions are shown in equity as deduction, net of tax, from the proceads. Dividend distribution to
the shareholders is recagnized as Babilily in the period in which |t is declared,

6.21 Earnings per share

The Bank presents eamings per share (EFS) for its ordinary shares which is calculated by dividing the prafit or loss
altributable to ordinary shareholders of e Bank by weighled avarage number of ordinary shares outstanding during
fhe year. Diluted ERPS is determined by adjusting the profit or loss attributabie to ordinary shareholders and the
weighled average number of ardinary shares cutétanding for the effect of all dilutive potential ordinary shares (if any}.r]ﬂ""
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ABHI Microfinance Bank Limited

{Formerly FINCA Microfinance Bank Limited)
MNotes to the Financial Statements

For the year ended 31 December 2024

2024 2023
Note Rupees Rupees
CASH AND BALANCES WITH TREASURY BANKS
In hand - Local currency 576,839,358 467 133,592
With State Bank of Pakistan in:
Local eurrency- current account 2,827,782,793 1,319,028,347

With National Bank of Pakistan in:

Local currency deposit account 7.2 - 23,952

Local currency current account 4,965,688 44 640,801

Less: Credit loss allowance = =
3,409,587,839 1,830,826,692

7.1 These represent balances maintained with SBP and NBP to meet the minimum balance requirement
equivalent to 5% (2023: 5%) as cash reserve of total of demand Liabilities" and 10% {2023: 10%) as
liquidity reserve of the Bank's time and demand liabilities in accordance with the Prudential
Regulations

7.2 These accounts carry markup at 13% to 19% (2023: 12.75% to 19.00%) per annum.

2024 2023
MNote Rupees Rupees

BALANCES WITH OTHER MFBES / BANKS | NBFS
In Pakistan:
-In current account 54,862,585 43 892 334
-In deposit Account 8.1 1,397,732,113 B2,047 845
-In term deposit account 8.2 4,000,000,000 -

5,452,594 698 105,940,179
Less: Cradit logs allowance - -

5,452,594, 608 105,940,179

8.1 These accounts carry mark-up ranging from 13% to 20.50% (2023: 12.75% to 20.50%) per annum.

8.2 Composition of term deposits
Pak Libiya Holding Company 1,000,000,000 -
Mobilink Microfinance Bank Limited 3,000,000,000 -
821 4,000,000,000 -

B.2.1 These?xl:;ry markup ranging from 13.50% to 13.75% (2023: Mil) and have maturities upto March 06,
2025,
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ABHI Migrofinance Bank Limited

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

For the year endod 31 December 2024

14

16

DEFERRED TAX ASSET

[ 2024 |
Impact of wad i
AtJan1,2024 || Adoption of || RECOANIsed In |} Recgomized it || 5 poe 34, 2024
PAL A/C acl
|| IFRS 08
Deductible tempaorary ditferences on:
- Tax losses carried lorward 2,372,419,381 16,804,721 - 2,389,324,102
= Minimum tax - 105,165,645 - 105,165,645
- Post retirement employee benefits 116,238,026 . (3,252,293} (11,468,036) I 101,516,697
- Accelerated tax depreciation 15,925,104 - 16,869,556 - 32,794 660
- Credit loss allowance against advances| 1,679,047,198 || 587,663,337 {38B,332,369) - 1,878,378, 166
- Lease Liabilities against ROUA 59,521,563 - 8,485,138 - 88,006,701
4.273,151,2¥2 587,663,237 (244,160,602) (11,468,036) 4,605 185971
Taxable temporary differences on:
- Surplus on revaluation of investments B . . 1.125.850 (2,515,033)
classified as FVOCI {rasa,0em, (1,425,950}
= Unrealized gain of revaluation of . . o
securitics FYTPL (633) 5
{1,389,738) . B55 {1,125.950) {2,515.033)
4,271,761,534 537,663 337 (244,150,947} (12,593,886) 4602670938
| 2023
Impact of ’ ;
Atdan1,2023 || Adoptionot || Recognisedin || Recgonisedin || o pac a1 2023
PEL AC Qi
IFRS 09
Deduchible temparary diferances on,
- Tax losses camed forward 1,300,352,635 - 1,072,068, 746 - 2372 478,391
= Mnimum tax - & . = 3
- Post relirement employae: benefits 107,150,185 9,143 186 (55, 348) 116,238 028
- Dieficit on revaluation of investments - - -
- Acceleratad tax depracialion 1.657 679 - 14 267 425 - 15,925,104
- Cradit loss allowance against advances 1,637.037,652 42,000,535 - 1,678,047,198
- Lease Liabllities against ROUA 126,915,082 | = |I (36,293,520} - BS 521.563
3172113255 = 1,101,083 363 (56, 348) 4273151272
Taxable termporary differences on:
= E:E.;de;;u:sl;;ljlm of investménls 3,602,076 - (4602 058) (1.289,083)
= suer:jg:ﬂ::d':%:_igff revaluation of ) ) (655) (655)
I
3802976 - {B55) 14,892,058) {1,385,738)
3175716231 - 1,101,002.708 15,047 4058)  4,271.761,534
144

As-at the year end, the Bank has recognized a not daferred tax asset amounting o Rs. 4.B02.67 millon {2023. Rs, 4,271.76

million) based an the business plan and financial projactions duly approved by the beard of directors of the Bank. The
prajectians invotve certaln key assumptions underlying the estimation of future taxable prafits. Any significant change In such
assumpticns ‘may have an effect on the recoverabllity of the deferred lax agsel The management belisves that it is probakble
that the Bank will be abie to achieve the projected profits and consequently the deferrad tax asset will be fully realized in the

futura.
2024 2023

OTHER ASSETS Mot Rupeos Rupaos
Incomne f mark-up accrued on advances 2,412,888 639 2,274 237 658
Inceme f mark-up accrued on balance wilth banks 44,234,081 304,581
Prepayments 44,285 614 22073698
Sacurily deposiis 10,431,162 10,279,632
Stationery and stamps on hand 25,495,084 27,467,354
Advance income tax - net 15.1 - B2 177071
Daterrad employees benefits 12,752,536 -
Receivable from SBF against crop insurance 93,069,401 125,673,501
Others 122,118,438 72,205,270

2,765,275,005 2,595,318 825
Less: Cradit Loss-Allowance held against other assats 152 {8,026,079)

Page 25
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ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

2024 2023
Mate Rupoos Rupazs
151 Advance income tax - net

Advance incoma tax . 149,477 587

Frovision far incoms tax - 187.300,518)
62,177,071
152  Movementincredit loss Allowance held against other assels
Cpaning Balonca = =
IFRE-02 adopticn impact 36,099,716 B
Balanoe as atJanuary 01, 2024-Restated 38,099,716
Charge for the year 4,508,037 -
Reversals (32,581,674) -
Closing Balance. 8,026,079 -
16 BILLS PAYABLE
In Pakistan 116,212,233 102,600,913
17 BORROWINGS
Secured
Barrowings fram bank / finarcial institution in Pakistan 174 - 46,875,000
Unsecurad
Borrawngs from the State Bank of Pakistan 17.2 3,000,000,000 3,000.000,000

3,000,000,000 2,048,875 000

17.1  This facility had an aggregate imitof Rs, 150 million (2023: RS, 150 million) sbtained from Allied Bank Limiled carrying markug
At the rale of 3 months KIBOR plus 75 bps per annum {2023: 3 manths KIBOR plus 75 bps per annum) payable quarterdy. The
principal was fo be paid in sideen equal quartedy instaliments, the first such |nstallment was paid on 200 June 2021 Tha
facility was secured against first pari-passu charge of Rs, 200 millicn on prasent and future current assets of the Bank with =
25% margin. This facility was expiring on 20 March 2025, hawever. the facility was sattled aary in March 2024,

17.2  This represents unsecured long term borrowing cbtained on 24 June 2019 from SBP under Finanaial Inclusion Infrasirétins
Program (FIP) to provide accass to long tarm market based funding, enhancing lending fo micrefinance borrowers incluging
micro enlerprisges and micro housing especially women borrowers, The markup is payable at thie rale of B monthe KIBOR minwes
100 bpe per annum (2023 6 months KIBOR minus 100 bps per annum), Principal ameunt was repayabla in last four quarters
of & years loan period or in bullet form at the end of said tenor. During the year 2024, the Bank réceived formal communicatian
from he State Bank of Pakistan confirming the extensian af the principal repayment period for furlher 5 years from June 30,
2024 to June 30, 2029,

18 DEPOSITS AND OTHER ACCOUNTS

2024 2023
Note Rupees Fupacs
Customers
Current deposits 2,328,788,013 1,673,858 6860
Saving depasits 184 11,443,531,646 8,765,932 418
Fined deposits 18,2 18,439,474 180 13,340 808 757
33,211,793,839 73,860,559 845
Financial nstitutions
Currant deposits 27,500,573 17,812,225
Saving deposits 184 468,990,289 220,008,700
Fixed deposits 18.2 2.517,900,000 1,321, 250,000
3,014,250,362 1;,650,071,925
Total Deposits

8.1 These carry interest rates ranging from 7.25% 1o 16.00% (2023: 7.25% ta 23%) per annum.

B.40% 0 24.75%) per annum,

36,226,184,701

25, 539.671.770

18.2  Thoese represent fived ﬂepnsin tenure of 1 to 60 months camying profit rates ranging from 9 50% to 24.90% (2023:

Fage 26



ABHI Microfinance Bank Limited

{Formerly FINCA Microfinance Bank Limited)
Notes to the Financial Statoments

Far the year ended 21 Decembor 2024

2024 2023
Rupees Rupeas
18.3  Composition of Deposits
- Individuals 27183015628  10.374,220,037
= Gavamment (Fedral and Provincial) 4,150,307 650 1,868 428 591
= Public Sector Entities 46,893 615 27,681,435
- Banking companias 2,969 656 0956 1.526,301,176
- Hon Banking Finanaial Institutions 44,733,906 32,737 604
- Prvate Seator 1,831,571,048 Z810,302.834

36,226,184,701 25539671770

184  Composition of Deposits

- Branchless Banking 923,118,874 668,308,758
- Branches Depozits 35,303,065827  24,851,362,012
36,226,184,701 _ 25,6309.671,770

18.5 Deposits include deposits from related parties amounting to Rs. 10.73 million (2023: Rs, 182,22 millian).

18 LEASE LIABILITIES 2024 2023
Note Rupeos Rupess

Balance as at January 01 TT0.731,115 1075212018
Addition during the year

- Buitdings 306,489 B4T B8 634,238

- Equipments 38,812,247 =

345,302,094 88,634,386

Modification during the Year {5,820,546) .
Detetions during the year - 125,820,623
Intzrest expense during the year 27 132,759,148 90,735 482
Payment during the year 244.865,776) {367,030,148)
Balance as-at Decamber 31 898,106 035 T70,731,115

18,1 Contractual Maturity of Lease liabilitios

Short Term Lease Liabilities - within cna year - -
Long Term Lesse Liabifities
-1 1o 5 years 610,964,503 723,064,695
- 51610 years 287,141,532 47 676,420

= More than 10 years

898,106,035 770,731,118
Total Lease Lighilites 895,106,035 770,731,115 H[pf

Page 27
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ABHI Microfinance Bank Limited

{Formerly FINCA Microfinance Bank Limited)
Motes to the Financial Statements

For the year ended 31 December 2024

2024 anz3
SUBORDINATED DEET Mote Rupees Rupees
Pakiztan Microfinance Investment Company (PMIC) 201 800,000,000 800,000,000
‘20.1  This reprezents an unsecured and subordinated loan faciiity raised by the Bank during the year 2018, amounting

to Rs: 800 million to contribute towards the Bank's Tier Il capital. Mark-up is payable half yearly -al the rate of 6

manths KIBOR plus 300 bps per annum. The instrument is structured to redeem in 6 semi-annual installments in

arrears starting fror Gth year after the end of grace period of & years, as follows:

- Bth Year : 1% of total Issue amount payable in 2 equal installments:

- 7th Year ;1% of total issue amount payable in 2 equal installments;

- Bth Year | 98% of total issue amount pavable in 2 equal instailments,

The instrumeant 18 unsecured and subordinated to payment of principal and profit to all other indeblednass of the

Bank, including deposits, and it 15 nol redeemable before maturity without prior approval of SBF, The cutstanding

fiability had become payable on demand due to the fact that the Bank has made defaulis in complying with

covenants assoclated by the lender with the said t2rm loan,

During the year the Bank and Pakistan Microfinance Investment Company Limited {PMICL) entered into an

addendum to the subordinate debt agregment whereby subject to osourrence of the Amendment Effective Date,

the existing tenor of the Subardinated Termn Finance Facility which is expiring on December 20, 2027 shall stand

extended for a period of seven years commancing from the Amendment Effective Date, Further mark-up accrued

up to the date of Amendmeant Effective Date shall be waived by the lender. The Amendment Effective Date has

been defined as the date of the share transfer closing. Since the share transfer closing ccocured subsequent to

the year end, this constitute a non-adjusting evenl under 1AS — 10 "Events after the Reporting Period”,

accordingly ne adjustments have been made to these financial statements.

2024 2023

DEFERRED GRANT Mote Rupees Rupees
Opening Balance - -
Grant received during the year 214 - 2,864,087
Grant recognized as income during the year - (2,864,087)

Closing Balance

211 This reprezented grant recelved fram Karandaz for women awareness about the use of SIMSIM wallel in rural
peri urban areas.

2024 2023

OTHER LIABILITIES Note Rupees Rupees
Markup / return [ interest payable 22.1 1,525,377.795 1,504 420 587
Accrued expenses 420,104,203 373,845,526
Payable to FINCA Network Support BV, 22.2 - 253,148,364
Paysble to defined beneflt plan 39 289,704,451 298,048,220
Income tax payable - nat 223 74,618,580 .
Withholding tax payable 190,838,430 158,908 B89
Sundry creditors 807,983,080 120,842,883
Workers' Welfare Fund 33,320,951 33,320,851

3,341,947, 500 2742531 430

221 This Includes markup payable en deposits from refated parties amounting to Rs. 0.19 million {2023: Rs. 30.53
milllan}.

22.2  This represented amaouni payable ta a related party, Finca Network Support B\, (FNS) for corporate insurance
and licenze fee under shared service center fee. It |s incorporated in Netherlands and its registerad office s
situated al Jupiter building, Herikerbergwegh 88, 1101 CM, Amsterdam. During the year, the Bank received
confirmation fram FINCA network suppert BV, regarding waiver of amount payable as at September 18, 2024
undar Master Shared Sanices Agreeament.

22,3 Income tax payable - net

Advance income tax (162,519,679 -
Provizien for income tax 237,138,269 =
74,618,680 - n

Page 28
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ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

2024 2023
24 SURPLUS ON REVALUATION OF ASSETS - NET OF TAX Note Rupees Rupees
Fair Value Surplus / (Deficit) on revaluation of
- FVOCH - debt 8 6,448,800 3,561,750
Deferred tax on surplus / (deficit) on revaluation of:
- FWVOCI - debt (2,515,033) (1.389,083)

3,933,767 2,172 667
25 CONTINGENCIES AND COMMITMENTS
251 Contingencies

(a) 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 senvices 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 penaity of Rs. 8,820 million for both years. In
addition, default surcharge is chargeable under the Act, the amount of which is dependent on the
date of payment and continues to accrue until settlement of the demand. The Bank based on advice
from its tax consultants, has filed an appeal before the compelent appellate authority.

(b) During the financial year 2015, 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 subsequent 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 Lakore High Court through its legal
counsel, which is currently pending adjudication.

Bank's AJK Operations:

{c} During the previous years, the Deputy Commissioner Infand 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. 32323 milion. Feeling aggrieved, the Bank preferred appeals before
Commissioner Inland Revenue (Appeals) [CIR{A]], who 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 OCIR. The remand back proceedings are underway till this date.

{d) During the previous year, the DCIR passed order under section 122(1) of the Crdinance 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 panding adjudication.

25.2 Commitments

There are no significant commitments as at 31 December 2024 (2023 Niiy,

2024 2023
26 MARK-UP/RETURN / INTEREST EARNED Rupees Rupees
Loans and advances 6,390,874,303 5,202,082 832
Investments 942,677,221 1,010,898,232
Balances with other MFBs / banks / NBF|s 51,851,018 6476679

7,385,402,542 £,309,457,783
?,385,1&2,542. 6,309 457,793 im‘,’,
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28

29

30

26.1 Interest Income (calculated using effective
interest rate method) recognized on:

Financial assets measured at amortised cost
Financial assets measured at FVYOC!

MARK-UP / RETURN / INTEREST EXPENSED

Deposits
Borrowings
Subordinated loan
Lease liabilities

271  Interest expense calculated using
effective interest rate method

FEE AND COMMISSION INCOME

Loan processing fee - net
Branchless banking income
Branch banking customer fees
Overdue charges

Early setilement charges

Card related fees

28.1 Branchless banking income

Commission income from bill payments

Fees on Payment and money transfer services
Fees on cash withdrawl

Others

GAIN [ (LOSS) ON SECURITIES

Realised
Unrealised

Realised gain on:
29.1 Federal government securities

29.2 Met gain on financial assets (debt
instruments) measured at FyYOC!

OTHER INCOME

Gain on sale of property and equipmeant - net
Grant income

Gain on derecognition of leases arrangements
Liabilities written back

Others

30.1 Liabilities written back
Finca Network Suppart B\,
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28.1

30.1

ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

2024 2023
Rupees Rupees
6,442,725321 -
942,677,221 -
1,335:4!3 2,542 z

5,513,900,286

3,926,990,025

610,588,060 667,769,151
124,780,851 199,069,591
132,759,148 99,735,482

6,382,028,345

6,382,028,345

4,893,564, 249

732,717,867 508,070,207
23,393,040 11,083,667
22,580,991 11,408,497

142,087,613 44,567,206
97,878,443 85,736,108
9,191,132 10,853,770
1,027,849,086 671,719,455
614,348 55,052
19,155,400 6,998,361
2,862,863 2,890,129
760,429 540,125
23,393,040 11,083,667 _
129,310,801 1,902,818
. 1,679
129,310,801 1,904,497
129,310,801 1,004,497
129,310,801 1,904,497
1,669,537 1,341,373
- 2,864,087
3,199,057 47,359,716
386,319,337 2
424,327 2,786,301
391,612,258 54,351,477

386,319,337

—w



31 OPERATING EXPENSES

Total compensation expense
Directors’ fees and allowances
Printing, stationery and periodicals
Advertisement

Rent, rates and taxes

Office running expenses

Vehicle running expenses
Insurance

Office security / personnel services
Janitorial Services

Repairs and maintenance
Communication

Travel and transportation

Utilities

IT expenses

Legal and professional charges
Auditors' remuneration

Training and research
Depreciation on property and equipment
Depreciation on right of use assets
Amortization on intangible assets
Others

311 Total compensation expense

Fees and allowances et
Managerial remuneration

1) Fixed

iy Variable

Charge for defined benefit plan
Contribution to employess provident fund
Rent & house maintenance
Utilities

Medical

Conveyance

Staff insurance

Staff medical insurance
Employee old age benefit
Mabile expense

Staff relocation expense
Owvertime

Staff motor car

Recruitment related expenses
Employee engagement expense
FESSI

Dthers
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ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

2024 2023

Mote Rupees Rupees
314 2,353,511,692 2,404,939 472
6,000,000 4,349,998
46,496,068 45,420,428
104,323,899 81,249,024
40,790,457 27,743,368
72,958,084 53,120,854
89,370,024 114,056 577
135,503,550 84,799,333
192,591 141 172,627,812
53,464,360 46,715,868
183,481,676 306,916,999
50,589,140 898,155,690
88,300,304 93,304 968
229,038,441 192,231 467
3.2 147,972,105 243 892 317
56,002,200 66,288,539
313 6,560,000 5,466 666
16,778,609 11,022 457
11 141,604,236 173,526,709
12 237,062,448 221,337 641
13 45,337,172 55,790,040
11,645,998 80,666,810
4,349,385 1ﬁg4_ 4,563 623 036
74,839,397 86,368 421
944 989 888 834 409 588
447,540,297 480,047 895
39.6 102,582 918 91,753,302
61,810,462 66,005,541
376,617,692 374,237 196
87,978,820 86,589 542
4,397 280 4,968 549
34,087,185 36,338,798
19,054,175 21,921,834
41,398,237 39,268 403
36,803,431 34,119,054
23,589,213 25177111
16,689,020 16,467,497
3,203,539 3,710,075
72,598,969 ¥7.552 489
- 1,985,012
2,594,304 7,969.015
2,039,218 2,769,150
697,647 1,180,000

2,353,511,692 254D4!9 39,472 mﬂ‘r‘



ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

31.2  This amount pertaining to corporate insurance and licenses fees under shared service center fea
provided by the Finca Network Support BV, It is incorporated in Nethedands and its registered
office is situated at Jupiter building, Herikerbergwegb 88, 1101 CM, Amsterdam,

2024 2023
Note Rupees Rupees
31.2  Auditors' remuneration

Annual audit 5,600,000 4,666,666

Out of pocket expense 960,000 800,000

6,560,000 __ 5,466,668

32 OTHER CHARGES

Fenalties imposed by SBP 324 96,000 4074100

Bank charges 47,290,629 14,451 416

Write-off against operating fixed assets - 27 004,807
Others 3,279,737 I

50,666,366 45 530,323

321 This represents penalty paid during the year related to non compliance of MIS reporting of ECIB
dala and other directives issued by the SBP.

2024 2023
Note Rupees Rupees
33 CREDIT LOSS ALLOWANCE AND WRITE
OFFS - NET
Credit loss allowance against loans and advances 331 (37,012,173) 1,045,713, 841
Bad debts written off directrly 7,804,986 7,075,302
Recovery against advances previously written off (526,883,381) (774 415,325)
(555,990,568) 278,373,818
33.1  Credit loss allowance against loans and advances
= Against advances (8,938,536) -
- Against other assels (28,073,637) -

(37,012,173) =

34 TAXATION
Current;
For the year 34.1 105,165,645 87.300,618
For the prior year 112,284,152 -
217,449,797 87,300,518
Defarrad:
For the year 14 244,159,947 {1,101,082,708)
461,609,744 (1.013.,792,192) . 4.
= - G
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ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

35 BASIC AND DILUTED LOSS PER SHARE 2024 2023
351 Loss for the year Rupees {1,753,520,804) 51 ET!EJEBE!ME!
Weighted average number of ordinary shares Number 634,888,711 634,888,711
Basic and diluted loss per share Rupees (2.76) {2.?3]_

2024 2023
Note Rupees Rupees
36 CASH AND CASH EQUIVALENTS
Cash and balances with SBPF and NEP 7 3,409,587,839 1,830,826 682
Balances wilth other banks 8 5452,554,698 105,940,178
8,862,182 537 1,936.766.871
2024
Csr:::l ;'r Banking | Support Tatal
staff staff staff
37 STAFF STRENGTH
Permanent 666 632 1,298
Contractual 152 296 448
MFE's own staff strength at the end of the year 818 928 1,746
2023
Credit /
Gales Banking / Support :E:}
staff staff
Permanent T48 GB77 1,425
Contractual 389 187 576
MFB's own staff strength at the end of the year 1,137 864 2,001 nuF
-

341 There is no relationship between the current tax expense for the year and product of accounting
less multiplied by applicable tax rate as the provision for current tax expense is based on minimum
tax under section 113 of the Income Tax Ordinance. 2001, accordingly, no numerical tax charge

reconciliation has been presented,

35.2 Diluted earnings per share has not been presented separately as the Bank does nat have any

convertible instruments in issue.
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ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

38 NUMBER OF BRANCHES 2024 2023
Branches  Sales service  Branches Sales service
centre centre
No. MNo. MNo. Mo.
Branches at the beginning of the year 114 - 130 2
Opened during the year - - - -
114 - 130 2

Less: closed during the year - - (18] (2}
Branches at the end of the year 114 - 114 -

30 DEFINED BEMNEFIT PLAN

391

39.2

38.3

ig4

General Description

As disclosed in note 6.8.2, the Bank operates a unfunded gratuity scheme for all its employees, who
have completed minimum qualifying peried of service. Gratuity is payable to the employees on the
cessation of employment on death, retirement, resignation, or permanent disability. The normal
retirement age is 60 years,

The gratuity is payable under the following policy rule:
Length of service less than 3 years il

Length of service greater than or equal to 3 years One month's gross salary for
each year of service

Number of Employees under the Scheme

The number of employees covered under the following defined benefit schemes are:

2024 2023
Numbers Mumbers
Gratuity schema 1,298 1426

Principal actuarial assumptions

The disclosure made below are based on the information included in the actuarial valuation report of
the Bank as of December 31, 2024,

2024 2023
Discount rate used for profit and loss charge 15.50% 14.50%
Discount rate for year end obligation 12.25% 15.50%
Expected rate of salary increase 11.25% 14.50%
Presant value of obligations 289,704,451 298,046,220 D’IPV
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ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

395 Movementin payable under defined benefit 2024 2023
~ schemes Note Rupees: Rupees
Opening balance 298,046,220 274,744 067
Charge for the year 39.6.1 102,582,918 81,753,302
Re-measurement gain recognised in OC| during the 39.6.2 (29,405,221} (158,130
year

Benefits paid

Clesing balance

33.6 Charge for defined benefit plans
39.6.1 Cost recognised in profit and loss
Current service cost

Past service cost

Interest cost

39.6.2 Re-measurements recognised in OCI during the year

l.oss { (gain) on obligation:
- Demographic assumptions
- Financial assumptions
- Experience adjustment

Total re-measurements recognised in OCI

39.7 Sensitivity analysis

(81,519,466)

(68,293,019)

289,704,451 298,046,220
60,368,922 59,634,721
4,501,296 .
37,712,700 32,118,581
102,582,918 91,753,302
(3,061,336) 979,921
(26,343,885) {1,138,051)
(29,405,221) (158,130)

Significant actuarial assumptions for the determination of the defined benefit abligation are discount
rate and expected rate of salary increase. The sensitivity analysis below have been determined based
on reasonably possible changes of the respective assumptions oecurring at the end of the reporting

period, while holding all other assumptions constant:

100 bps increase in discount rate
100 bps decrease in discount rate
100 bps increase in expected rate of salary increase

100 bps decrease in expected rate of salary increase

38.8 Expected charge | (reversal) for the next financial year
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2024 2023
Rupees Rupees
21,349,298 20,898, 385
18,684,048 18,327,526
22,153,696 21,737,123
19,743,217 19,406,213
87,899,959
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ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

39.9 Maturity profile
The weighted average duration of the obligation is 7 years,

39.10 Risks associated with defined benefit plan

The defined benefit obligations may expose the Bank to actuarial nsks 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 I longer than expectation. This risk is measured at
the plan level aver the entire retiree population.

Salary increase risk:

The most common type of retirement benefit is one where the final benefit is linked with final salary,
The 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 banefit
obligation. The movement of the liability can go either way.

40 DEFINED CONTRIBUTION PLAN

The Bank operates an approved funded contributory provident fund for all its permanent empioyaes to which
monthly contributions are made both by the Bank and the employees at the rate of 8.33% of basic salary.

2024 2023
Rupees Rupees
Total Contribution 123.62-:),924_ 132,011,082
Number of Employees 1,208 1425

The fallowing information is based on the audited financial statements of the provident fund:

Size of the fund - Taotal assets 460,105,590 434,532 313

Cost of investments 439,058 570 408,390,020
Percentage of investments made 95% 8455

Fair value of investments 441,347,090 416,636,518 ﬂﬁ"
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44 CAPITAL ADEQUECY, LEVERAGE RATIO AND LIQUIDITY

REQUIREMENTS

Minimum Capital Requirement (MCR):
Faid-up Capital (net of losses)

Capltal Adequcy Ratio (CAR):

Eligible Common Equity Tier - 1 (CET1) Capital
Eligible Additional Tier-1 (ADT1)) Capital
Total Eligible Tier-1 Capital

Eligible Tier2 capital

Total Eligible Capital {Tier1+Tier2)

Risk Weighted Assels (RWAs):
Credit Risk

Cperational Risk

Total

Common Equity Tier! Capital Adequacy Ratio
Tier1 Caplial Adequcay Ratio
Total Capital Adequacy Ratio

ABHI Microfinance Bank Limited

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

Forthe year ended 31 December 2024

2024 2023
Rupees Rupees

(4,029,874,020) {1,131,855,641)
(9.236.610,721) (5.951,391,656)
(9,236,610,721) (6.951,391,656)
{9,236,610,721) (5,851.391.656)

7,945,859 584 8124831207

585,624,012 820,086,385

8,531,463,596 8,944,917 682
-108.27% -66.53%
-108.27% -66.53%
~108.27% -66.53%

The Bank iz required to maintain minimum capital of Rs. 1,000 milllon and capital adeguecy ratic (CAR)

equivalent to at least 15% of its risk weighted assets.

44,1 Bank uses standardized approach for calculation of Credit risk welghted assel. Under this approach,
the risk weighted amount of an on-balance sheet asset s detarmined by multiplying its current book
value (including accrued interest or revaluations, and nel of any specific pravision or associated
depreciation) by the relevanl risk weight as provided by State Bank of Pakistan through BPRD

Circular No. 10 of June 3, 2015.

The Bank was granted a specific relaxation by the State Bank of Pakistan (SBP) in respect of Capital
Adeguacy Ratio (CAR) vide fetter No. BPRD(ASBLD)YFMFE/7166 dated November 1 1, 2024

For the calculation of aperational risk weighted assets. average posilive gross income of the bank
over the past three years is used. Figures for any year in which gross income is negative or zero is

exciuded from both numerator and denominator when calculating average. P&

Page 42
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ABHI Microfinance Bank Limited

{Formerly FINCA Microfinance Bank Limited)
Notes to the Financlal Statements

For the year ended 31 December 2024

46 MATERIAL OUTSOURCING ARRANGEMENTS

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

Estimated cost Estimated cost of

Sr# Name of the service provider Name of service of ﬂu;;nzlircing outsourcing 2023
{per annum)
(per annum)
Rupees Rupess
1 MSM Security Guards Pyt Ltd Security guards 95,868,112 91,029,361
services
2 Agsa Security Guards Pvt Ltd Seutity gusrds 83,479,978 50,638,215
SErvices
3 Access Security Service Pyt Litd Securit*_.rl Quands - 48,699 748
services
4 Achtung Security Pvt Ltd Yeouby aumidy -
services
5 Pheonix Armour Security guards 7,981,624 4,198,263
services
Mational Institutional Facilitation ;
& Technologies Clearing house 15,156,032 14,349 385
SMS alerts to
7 E-Ocean Pt Ltd clients on 42,490,414 35,681,675
transactions
Digital marketing
8 Red Communication Art and 7,011,420 36,636 475
advertisement
Digital marketing
2] Lotus and - 180,000
advartisement
10 AutoSoft Dynamics Pvt. Limited ~ SONWArE SUpROML 44 aoh 10s 75,866,452

& Maintenance

47 COMPLAINTS MANAGEMENT MECHANISM

The Bank 1= a customer oriented organization and gives due consideration to the valuable feedback of its
customers. Camplaints are treated as opportunity to align our products/services and processes to serve
the customers in a best possible way. The Bank ensures that resolution of complaints is comprehensive,
appropriale 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 inte place internally for effective and efficient resolution of the customer complaints logged in. During

the year 10,611 (2023: 9,527) complaints were received by the Bank and were resolved with average
resclution time of 5 days (2023; 4 days}.?w
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ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

48 RECONCILIATION OF MOVEMENT OF LIABILITIES TO GASH FLOWS ARISING FROM FINANCING

ACTIVITIES

2024
Deferred grant Lease liability Total
Rupees Rupees Rupees
Carrying amount as at December 31, 2023 - 770,731,115 770,731,118
Changes from financing cash flows:
Fayment of lease liabilities - {344,865,776) {344,865,776)
Grant received during the year - & -
- {344,865,776) {344,865,776)
Other liability changes
Interest expense during the year - 132,759,148 132,759,148
Additions - 345,302,094 345,302,094
Madification during the Year (5,820,548) (5,820,546)
Deletions - - -
Amartized during the year - - -
. 472,240,696 472,240,696
Carrying amount as at December 31, 2024 - 898,106,035 898,106,035
2023
Deferred grant Lease liability Total
Rupees Rupees Rupess
Carrying amount as at December 31, 2022 - 1.075212,018 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) {364 166,0681)
Qther liahility changes
Interest expense during the year - 99,735 482 99,735,482
Additions - 88,634,386 88.634,386
Deletions - (125,820,623) (125,820,623)
Amartized 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
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ABHI Microfinance Bank Limited

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

For the year ended 31 December 2024

49 GENERAL

The comparative information has been re-aranged or reclassified for better comparison and
presentation.

Material Reclassification as fallows:

Profit and Loss Account

Description of item From To 2023
Rupeas

Inco

Gain / {loss) on securities Otherincome Gain / {loss) on securities 1,904,497

Expenses

{Pravision} /
Credit loss allowance and reversal against : :
: : Credit loss allowance-and write offs - net

write offs - net non-perfarming {1,045,713,841)
advances

Recovery agains .

2 Y SgIrisy advances Other incame  'Credit loss allowance and write offs - net 774,415,325
previously written off
Bad debts

Bad debts written off directly written off Credit loss allowance and write offs - net (7,075,302}
directly

St FFi

at_ement of Financial Blsen o 2023

Position

Description of item Rupees

Asset

Right of use assets Operating fixed Right of use azsets 541,188,645
assets

Intangible assets e Intangible assets 154,778,437
assinls

Liabilities

Bills payable Cther liabillties Billz payable 102,600,913

Lease liahilities Other liabilities Lease liahilities 770,731,115

Un-ammortised |

e s Other Assets Un-ammortised loan incremental cost 367,663,601 ?ll"-v
Incremental cost
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ABHI Microfinance Bank Limited

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

For the year ended 31 Dacember 2024

50 SUBSEQUENT EVENTS

During the year, Abhi (Private) Limited ("ABHI") and TPL Corp Limited ("TPL") entered into a Share
Furchase Agreemeant (SPA) with FINGCA Microfinance Cooperatief LA, the then-majority shareholder of
the Bank, for the joint acquisition of the Bank. Fursuant to the SPA, ABHI and TPL obtained approval from
the State Bank of Pakistan (SBP) in November 2024 to acquire up to 04.8% shareholding in {he Bank
Subsaquently, the Competition Commission of Pakistan (CCP) also approved the transaction |1 January

2025, after which the acquisition was formally completed, resulting in a change of ewnership and coniral
and consequent rebranding of the Bank,

Following the acquisition, the new shareholders, in arder (o strengthen the Bank's capital base, support
regulalory compliance, and enhance financial slabilily, injected additional equity of Rs. 2 billion through a
right issuance of 200 million ordinary shares of Re. 10 each in April 2025. Additionally, the new
management has relocated the Bank's Head Office from Lahore to Istamabad to align operations with its
revised strategic direction and growth plans. The Bank has also entered into a restrueturing
arangements. including the extension of repayment terms for Rs. 3,000 million from the SBPF and Rs. 800
million from the Pakistan Microfinanca Invesiment Company (PMIC), along with a waiver of accrued mark:
up due to PMIC {refer to notes 15.2 and 16.1 for detalis)

These events occurred subsequent Lo the reporting date and are considered non-adjusting events under
IAS 10 — Events after the Reporiing Period, as they do not relate to conditions existing at the reporiing
date. However, they are disclosed due to their significance in understanding the Bank's fulure capital
posilion, ownership structure, and strategic direclion.

51 DATE OF AUTHORIZATION FOR ISSUE

These financial statemenls were authorised for issue by the Board of Directors of the Bank in thir
meeting held on . Pt

L]

'.-.I 5 :'E-}j ;JJr- ';

Vit @ki’/

Chief Executive G _ Chief Financial \cymmr Director
Officer OHicer
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