INDEPENDENT AUDITOR'S REPORT

To the members of ASA Microfinance (Bank) Pakistan Limited
Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of ASA Microfinance (Bank) Pakistan
Limited (the Bank), which comprises of the statement of financial position as at 31 December
2024, and the profit and loss account, statement of other comprehensive income, the
statement of changes in equity, the cash flow statement for the year then ended, and notes to
the financial statements, including a summary of material accounting policy information and
other explanatory information, and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes
of the audit.

In our opinion and to the best of our information and according to the explanations given to
us, the balance sheet, the profit and loss account, the statement of comprehensive income,
the cash flow statement, the statement of changes in equity together with the notes forming
part thereof conform with the accounting and reporting standards as applicable in Pakistan
and give the information required by the Companies Act, 2017 (XIX of 2017), Microfinance
Institutions Ordinance, 2001 and the directives issued by the State Bank of Pakistan in the
manner so required and respectively give a true and fair view of the state of the Bank's affairs
as at 31 December 2024 and of the profit and other comprehensive income, the changes in
equity and its cash flows 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
Auditors' Responsibilities for the Audit of the Financial Statements section of our report. We
are independent of the Bank in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants as adopted by the Institute of
Chartered Accountants of Pakistan (the Code) and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the accounting and reporting standards as applicable in
Pakistan and the requirements of 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 going concern basis of accounting unless management either intends
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to liguidate the Bank or to cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Bank's financial reporting process.

Auditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditors’ report that 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. Misstatements 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 decisions of users taken on the basis of these financial
statements.

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

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

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

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

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

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

We communicate with the board of directors regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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Report on Other Legal and Requlatory Requirements

Based on our audit, we further report that in our opinion:

a)

b)

©)

d

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

the statement of financial position, profit and loss account, the statement of
comprehensive income, the statement of changes in equity and the cash flow statement
together with the notes thereon have been drawn up in conformity with the Companies
Act, 2017 (XIX of 2017), Microfinance Institutions Ordinance, 2001 and the directives
issued by the State Bank of Pakistan and are in agreement with the books of account and
returns;

investments made, expenditure incurred and guarantees extended during the year
were for the purpose of the Bank’s business; and

no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII
of 1980).

The engagement partner on the audit resulting in this independent auditors’ report is Omer
Chughtai.

& b

Chartered Accountants

Place: Karachi

Date: 20 March 2025

UDIN Number: AR202410120Z40AK06t2



ASSETS

ASA MICROFINANCE BANK (PAKISTAN) LTD

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2024

Note

Cash and balances with treasury banks
Baiances with other Banks and NBFis

Lendings to financial institutions

Investments

Advances
Property and equipment
Right-of-use assets
intangible assets
Deferred tax assets
Other assels

Total assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts
Lease iiabliities
Subordinated debt

Deferred grant

Other liabilities

Total iabilities

NET ASSETS

REPRESENTED BY
Share capital

Reserves

Depositors' protection fund

Surplus/ (Dsficit) on revaluation of assets

Unappropriated profit

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 41 form an integral part of these financial statements.
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2024 2023
e {Rupees In "000) -
897,327 18,837
1,853,601 1,180,035
24,820,480 19,246,169
418973 427,151
353,311 225016
290825 128,180
1,421,632 1,231,325
872,058 772,879
30,826,108 23227,372
13,522,111 8,015,153
318,805 188,752
6,744,246 4725533
20,585,162 12,830,438
— 10240846 __ 0206954
1,500,000 1,500,000
954,749 417,363
7,788,187 8,378 541

M ¢10 834




ASA MICROFINANCE BANK (PAKISTAN) LTD
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2024

Note 2024 2023

e RUPSSS it 000}
Mark-up / Retum | interest samed 18 12,499,300 8647772
Mark-up / Return / interest expensed 20 ] 187,843
Net mark-up / imtarast income 9828163 7459929
Dividend income 3 =
Gain / {Loss) on securiies - A
Nei gains / {losses} on derecognition of financial assets measured al smortised cost . -
Other income 2 8,479 (73.043)
Total non-markup / interest income 8478 {73,043;
Tota! income 9937842 7,386,886
Opem&;am
Other charges 23
Tolal non-markup / interest expenses
Expacied credit loss afowancs and write offs - net 24 {224,571 {270.834)

PROFIT BEFORE TAXATION 5,360,638  4,000947




ASA MICROFINANCE BANK (PAKISTAN) LTD
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2024

2024 2023
Note  —————{Rupees in ‘000}———-
Profit after taxation for the year 3,213,838 2472863
Items that may be reciassified to profit and loss account in subsequent periods:
Movement in hedge accounting reserve - net of tax a7 {105,371) 450.819)

items that will not be reclassified to profit and loss account in subsequent periods:
Ramessurement gain / (loss) on defined benafit cbligations - net of tax s {181,283} 5,838




Opening Sslance s at January 1, 2023
ma-mmm.m
Transter o slatdory reserve

‘Transter to depositors’ protection fund

Transactions with owners, recorded
directly in equity

Final dividend @ 56.7% for the yesr
ended 31 December 2022

Opening Batence ss st Junuary 1, 2024

ASA MICROFINANCE BANK (PAKISTAN) LTD
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2024

Raserven
Hpdge Unappropristed
s st Share premium Wy accounting protection fund profit Yo
" ressrve
ﬁ a8 17 000]
1,500,000 1 - 7360 - 788912 9,200,651
# = " a . 2472863 2472883
* ¥ iz 450818 ! 5338 {444,880)
- - 484,573 - - (494.573) .
“ - - - - 11,000,800} {4.000,800)
1,800,000 0 @478 177,180) - 8379841 16,208,834
. 3 . " - 3213838 3,215,638
% i . (105,371) . (161263 {288,824}
- - 842727 - - {B42.727) -
- - - . - {1.500,000) (2,600,000}
501,000;
{501,000}
{584,000}




ASA MICROFINANCE BANK (PAKISTAN) LTD
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2024

CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation 5,389,638 4,000,947
Adjustments:
Depreciation 74 194,067 118,636
Depreciation on right-of-use assets 8 124,070 128,565
Amortization ] 48,188 12,492
Mark-up / Return / Interest expense on lease liabllity against right-of-use assats 13 49,557 1,271
Amortization of hedge points 20 $50,189 31,873
Loss/ (gain) on sale / disposal of property and equipment 21 {158} 580,808
Provision against mpodormw loans and advances - net 8.1.1 136,082 200,167
Other provisions / write-offs 111 3,356 11,686
gﬁdmmcrﬁﬁ:ﬁ?& 6.11 85,134 72 m
harge for defined banefit plan 221 908
e
(Increase) / Decrease in operating assets e —
Advances _ 8 (1,638,480)
Other assets (excluding expected credit loss allowance) 11 1.032.275

{608.215)
increase / (Decrease) in operating liabilities ="
Borrowings 12 4,856,787 (4,198,038)
Other liabilities (excluding dividend payabie, payable to defined bensfit plan,
wmmaMMMmmmmm 14 278,386
5,647,837 {3.918672)
income tax paid (2.628,313) (1.274,567)
Benefits paid 313 45,84 (21,433}
Net cash flows generated from / {used in) opersting activities :ﬁ 591 (252,364
investments in operating fixed assets {393,748) (578.579)
Sale proceeds from disposal of operating fixed assets i84 431
Net cash flows used in investing activifies {383,582) {578,148)
Payment of iease liability against right-of-use assets 13 {172,868) (178.603)
Dt g . (1486.187) z
Net cash flows used in financing activities {1,659,055) (173803
Net increase / {decreass) in cash and cash equivalents 1,351,954 {1.008,115)
Cash and cash equivalents at ‘of the year mm

Cash and cash equivalents at end of the year

The annexed notes 1 1o 41 mmmmumwmﬁ,

//% e




11

1.2

1.3

1.4

21

2.2

ASA MICROFINANCE BANK (PAKISTAN) LTD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

STATUS AND NATURE OF BUSINESS

ASA Microfinance Bank (Pakistan) Limited (formerly "ASA Pakistan Limited”) [ASA MFB or the Bank] was
incorporated in the Islamic Republic of Pakistan on 19 March 2008, as an unlisted public limited company under
the Companies Ordinance, 1984 (repealed by the Companies Act 2017). The registered office of ASA MFB is
situated at 7th Floor, NICL Building, Abbasi Shaheed Road, Off Shahrah-e-Faisal, Karachi, Pakistan.

On January 03, 2020, the State Bank of Pakistan (SBP) issued NOC for transformation of the company into a
Microfinance Bank, and in February 2021, the Securities & Exchange Commission of Pakistan (SECP), issued a
Certificate of Incorporation on change of name. Subseguently on May 24, 2022, SBP issued Microfinance banking
license to ASA MFB, as stipulated in the Microfinance Institution Ordinance 2001. On November 13, 2023, SBP
allowed ‘Commencement of Microfinance Banking Business' to ASA MFB, initially for performing non deposit
taking lending operations nationwide, after ASA MFB met all conditons and requirements related to
commencement of business.

As at December 31, 2024, ASA MFB has 380 (2023: 345) business locations comprising of 82 Hub Branches and
208 Service Centers in operation in all provinces of Pakistan, including the Federal Capital Islamabad, except
Azad Jammu & Kashmir and Gilgit Baltistan, serving the low income and underserved segments, particularly
women, as envisaged under the MFI Ordinance 2001,

ASA International Holding situated in Mauritius, is the parent/holding company of ASA MFB which holds 99.99%
(2023. 99.99%) shares of the Bank.

BASIS OF PRESENTATION

These condensed annual financial statements have been prepared in compliance with the format for preparation
of the annual financial statements of Microfinance Banks issued by the SBP, vide its BPRD Circular No. 3 dated
February 9, 2023.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan. The accounting and reporting standards comprise of.

- International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board
(IASB) as notified under the Companies Act, 2017,

B Islamic Financial Accounitng Standards (IFAS) issued by the Institiute of the Chartered Accountants of
Pakistan as are notified under the Companies Act, 2017;

- Provisions of and directives issued under The Microfinance Institutions Ordinance, 2001 (the MFI
Ordinance) and the Companies Act, 2017, and

- Directives issued by the SBP (including Prudential Regulations for Microfinance Banks) and Securities and
Exchange Commission of Pakistan (SECP).

Wherever the provisions of and directives issued under the Companies Act, 2017, Microfinance Institutions
Ordinance, 2001, the Prudential Regulations for Microfinance Banks and directives issued by SBP and the SECP
differ with the requirements of the IFRS or IFAS, the provisions of and directives issued under the Companies Act,
2017, Microfinance Institutions Ordinance, 2001, the Prudential Regulations for Microfinance Banks and directives
issued by SBP and SECP shall prevail.

The SBP has deferred the applicability of IAS 40, 'Investment Property’ for Banking Companies in Pakistan
through BSD Circular Letter 10 dated 26 August 2002 till further instructions. SECP has deferred the applicability
of IFRS 7 'Financial Instruments: Disclosures' through its notification S.R.0 411 (I) / 2008 dated 28 April 2008.
Accordingly, the requirements of these standards have not been considered in the preparation of these financial
statements.

Standards, interpretations of and amendments to published approved accounting standards that are
effective in the current year

There are certain amendments to existing accounting and reporting standards that have become applicable to the
Bank for accounting periods beginning on or after January 1, 2024. These are either considered to not be relevant
or do not have any significant impact and accordingly have not been detailed in these financial statements, except
for IFRS 9 which the Bank had early adopted due to reasons mentioned in the financial statements for the year
ended 31 December 2023, ;1 'f’
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Standards, interpretations of and amendments to published approved accounting standards that are not
yet effective.

The following standards, amendments and interpretations as notified under the Companies Act, 2017 will be
effective for accounting periods beginning on or after January 01, 2025:

Standard, Interpretation or Amendment Effective date (annual
periods beginning on or
after)

Lack of exchangeability - Amendments to IAS 21 January 01, 2025
Classification and Measurement of Financial Instruments - Amendments to IFRS 9

and IFRS 7 January 01, 2026

IFRS 17 - Insurance Contracts January 01, 2026
Annual Improvements to IFRS Accounting Standards - Volume 11 January 01, 2026
Power Purchase Agreements — Amendments to IFRS 8 and IFRS 7 January 01, 2026

Sale or Contribution of Assets between an Investor and its Associate or Joint

Venture - Amendments to IFRS 10 and IAS 28 Not yet finalized

Further, following new standards have been issued by IASB which are yet to be notified by the SECP for the
purpose of applicability in Pakistan.

IASB Effective date

Standard periods beginning on or
after)

IFRS 1 - First time adoption of IFRSs January 01, 2004

IFRS 18 - Presentation and Disclosure in Financial Statements January 01, 2027

IFRS 19 - Subsidiaries without Public Accountability: Disclosures January 01, 2027

The above standards and amendments are not expected to have any significant impact on Bank's unconsolidated financial
statements for future periods, except for IFRS 18.

IFRS 18 - Presentation and Disclosure in Financial

In April 2024, the IASB issued IFRS 18, which replaces IAS 1. IFRS 18 introduces new requirements for presentation of various
items within the statement of profit or loss, including specified totals and subtotals. Narrow-scope amendments have been
made to |AS 7, which include changing the starting point for determining cash flows from operations under the indirect method,
from ‘profit or loss' to ‘operating profit or loss’ and removing the optionality around classification of cash flows from dividends
and interest. In addition, there are consequential amendments to several other standards. Earlier application is permitted and
must be disclosed. IFRS 18 will apply retrospectively, The Bank is currently working to identify all impacts the amendments will
have on the unconsolidated financial statements of future period and notes thereto.

Basis of measurement

These financial statements have been prepared under the historical cost convention except for derivative
financial instruments which are measured at fair value.

These financial statements are presented in Pakistan Rupees which is the functional currency of the Bank. All
financial information presented in Rupees has been rounded off to the nearest Thousand Rupee, unless
otherwise stated.

Use of estimates and judaments

The preparation of financial statements in conformity with approved accounting standards, as applicable in
Pakistan, requires management to make judgments, estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities and income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results of which form the basis of making judgments
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results
may differ from these estimates. ,‘1 (f’
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The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both current and future periods.

Information about significant areas of estimation, uncertainty and critical judgments in applying accounting
policies that have the most significant effect on amounts recognised in these financial statements are described
as follows:

244  Useful life of Operating Fixed Assets

Management determines the estimated useful lives and depreciation charge for its Operating Fixed Assets. The
Bank reviews the value of assets for possible impairment on an annual basis. Any change in the estimates in
future years might affect the carrying amounts of the respective items of Operating Fixed Assets with a
corresponding affect on the depreciation charge and impairment.

2.4.5 Provision against loans and advances

The Bank reviews its loans at each reporting date to assess the adequacy of the ECL as recorded in the financial
statement. In particular, judgment is required in the estimation of the amount and timing of future cash flows
when determining the level of allowance required. Such estimates are based on certain assumptions such as the
financial situation of the borrowers, types of loan, maturity of the loans, ageing of the portfolio, economic factors
etc.

Actual performance of loans may differ from such estimates resulting in future changes to the allowance. Due to
the nature of the industry the Bank operates, i.e. micro credit to low income clients, the loan portfolio consists of a
very high number of individual customers with low value exposures. These characteristics lead the Bank to use a
provisioning methodology based on a collective assessment of similar loans.

246  Write-off

Advances are written off according to the Prudential Regulations or when there is no realistic prospect of
recovery. Non-performing advances are written off one month after being classified as "Loss". From an
operational perspective all overdue loans are monitored for recovery up to two years overdue. Advances against
deceased customers are also written-off.

2.4.7  Staff retirement benefits

Certain actuarial assumptions have been adopted as disclosed in these financial statements for valuation of
present value of defined benefit obligations and fair value of plan assets. Any changes in these assumptions in
future years might affect unrecognised gains and losses in those years.

2.4.8 Determination of the lease term for lease contracts with renewal and termination options (Company as a
lessee)

The Bank determines the lease term as the non-cancellable term of the lease, together with any periods covered
by an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to
terminate the lease, if it is reasonably certain not to be exercised.

The Bank applies judgment in evaluating whether it is reasonably certain whether or not to exercise the option to
renew or terminate the lease. That is, it considers all relevant factors that create an economic incentive for it to
exercise either the renewal or termination. After the commencement date, the Bank reassesses the lease term if
there is a significant event or change in circumstances that is within its control that affects its ability to exercise or
not to exercise the option to renew or to terminate (e.g., construction of significant leasehold improvements).

24.9 Incremental borrowing rate

The Bank cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental
borrowing rate ('IBR’) to measure lease liabilities. The IBR is the rate of interest that the Bank would have to pay
to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of a similar value
to the right-of-use asset in a similar economic environment. The Bank estimates the IBR using observable inputs
(such as market interest rates) when available and is required to make certain entity-specific adjustments (such
as credit rating, or to reflect the terms and conditions of the lease). f-/
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3. MATERIAL ACCOUNTING POLICIES

3.1 Cash and cash equivalents

Cash and cash equivalents comprise of cash and balances with treasury banks, other banks and non-banking
financial institutions for the purpose of cash flow statement.

3.2 Advances
Advances are stated net of expected credit loss allowance as detailed in note 3.7.7.1.

3.3 Operating fixed assets
3.3.1  Property and equipment and depreciation

Items of property and equipment are measured at cost less accumulated depreciation and impairment losses, if
any. Cost includes expenditures that are directly attributable to the acquisition of the asset.

Depreciation is calculated on straight line basis over the estimated useful lives of the assets at the rate specified
in note 7 to the financial statements. Full month depreciation is charged in the month of acquisition and no
depreciation is charged in the month of disposal.

Normal repairs and maintenance are charged to profit & loss account as and when incurred. Subseguent
expenditure is capitalised only when it increases the future economic benefits embodied in the item of property
and equipment.

The residual values and useful lives of assets are reviewed and adjusted, if appropriate at each balance sheet
date. ltems of capital nature purchased are classified in capital work-in-progress till these are available for their
intended use.

An item of plant and equipment is derecognised upon disposal or when no future economic benefits are expected
from its use or disposal.

Gains and losses on disposal of assets are taken to the profit and loss account.

3.3.2 Capital work-in-progress

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

3.3.3 Intangible assets and amortisation
ltems of intangibles are measured at cost less accumulated amortization and impairment losses, if any. Cost

includes expenditures that are directly attributable to the acquisition of the asset.

Amortization is calculated on straight line basis over the estimated useful lives of the assets at the rate specified
in note 8 of the financial statements. Full month amortization is charged in the month of acquisition and no
amortization is charged in the month of disposal.

The residual values and useful lives of assets are reviewed and adjusted, if appropriate at each balance sheet
date. Items of capital nature purchased are classified in capital work-in-progress till these are available for their
intended use.

An item of intangibles is derecognised upon disposal or when no future economic benefits are expected from its

use or disposal, ‘7((‘/




3.34

34

3.5

3.6

3.7

3.71

3.7.2

10 ASA MICROFINANCE BANK (PAKISTAN) LTD

Right-of-use assets and their related lease liability

Right of-use assets

At the commencement date of the lease, the right-of-use asset is initially measured at the present value of lease
liability. Subsequently, RoU assets are measured at cost, less accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of |ease liabilities. RoU assets are depreciated on a straight-line
basis over the shorter of its estimated useful life and the lease term.

Lease liability against right-of-use assets

At the commencement date of the lease, the Bank recognises lease liability measured at the present value of the
consideration (lease payments) to be made over the lease term and is adjusted for lease prepayments. The lease
payments are discounted using the interest rate implicit in the lease, unless it is not readily determinable, in which
case the lessee may use the incremental rate of borrowing. After the commencement date, the carrying amount
of lease liability is increased to reflect the accretion of interest and reduced for the lease payments made.

Impairment of non-financial assets (except for deferred tax assets)

The carrying amount of the Bank's assets are reviewed at each balance sheet date to determine whether there is
any objective evidence that an asset or group of assets may be impaired. If any such indication exists, assets'
recoverable amount is estimated. An impairment loss is recognized whenever the carrying amount of an asset
exceeds its recoverable amount.

A previously recognized impairment loss is reversed only if there has been a change in the estimates used to
determine the recoverable amount of an asset, but not to an amount higher than the carrying amount that would
have been determined (net of any depreciation) had no impairment loss been recognized for the asset in prior
years.

Impairment losses and their reversals are recognized in profit and loss account.

Off setting

Monetary assets and liabilities are offset and the net amount is reported in the financial statements only when
there is a legally enforceable right to set-off the recognised amounts and the Bank intends either to settle on a net
basis, or to realise the assets and to settle the liabilities simultaneously.

Provisions

A provision is recognized in the balance sheet when the Bank has legal or constructive obligation as a result of a
past event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation.

Financial Instruments
Initial Recognition

Purchases or sales of financial assets that require delivery of assets within the timeframe generally established by
regulation or convention in the marketplace are recognised on the trade date, i.e. the date that the Group commits
to purchase or sell the asset.

The Bank recognises a financial asset and financial liability in its statement of financial position when, and only
when, the entity becomes a party to the contractual provisions of the instrument. The classification of financial
instruments at initial recognition depends on the purpose for which the financial instruments were acquired and
their characteristics. All financial instruments are measured initially at their fair value plus, in the case of financial
assets and financial liabilities not at fair value through profit or loss, any directly attributable costs of acquisition or
issue.

Classification and subsequent measurement of financial assets and liabilities

The Bank classifies all of its financial assets based on two criteria: a) the Bank’s business model for managing the
assets; and b) whether the instruments’ contractual cash flows represent ‘solely payments of principal and
interest’ on the principal amount outstanding (the ‘SPPI test'). “7,/
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a) Business model assessment
The Bank has made an assessment of the objective of the business model in which a financial asset is held
at a portfolio level because this best reflects the way the business is managed and information is provided

b) The SPPI test
For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. 'Interest’ is defined as consideration for the time value of money, for the credit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Bank has
considered the contractual terms of the instrument. This included assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it
would not meet this condition. In making the assessment, the Company has considered:

= contingent events that would change the amount and timing of cash flows;

= leverage features;

= prepayment and extension terms;

« terms that limit the Group's claim to cash flows from specified assets — e.g. non-recourse asset
arrangements; and features that modify consideration far the time value of money — e.g. periodic reset of
interest rates.

Most of the Group's microfinance loans contain prepayment features. A prepayment feature is consistent
with the SPPI criterion if the prepayment amount substantially represents unpaid amounts of principal and
interest on the principal amount outstanding, which may include reasonable compensation for early
termination of the contract.

The Bank classifies and measures its derivative and trading porifolio at FVPL as explained in note 3.7.8. The
Company may designate financial instruments at FVTPL, if so doing eliminates or significantly reduces
measurement or recognition inconsistencies.

Financial liabilities are measured at amortised cost or at FVPL when they are held for trading and derivative
instruments or the fair value designation is applied.

3.7.3 Financial assets at amortised costs

These include long term deposits, loans and advances, Interest accrued, loans to employees, other receivables
and cash and bank balances.

The Bank classifies its financial assets at amortized cost only if both of the following conditions are met;

* The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest (SPPI) on the principal amount outstanding.

« The financial asset is held within a business model with the objective to hold financial assets in order to
collect contractual cash flows.

After initial measurement, these financial instruments are subsequently measured at amortized cost using the
Effective interest Rate (EIR), less impairment (if any).

3.7.4 Financial liabilities at amortised costs

Financial liabilities include short term and long term borrowings, liabilities against forward contracts and other
payables.

Financial liabilities with a fixed maturity are measured at amortised cost using the effective interest rate.
3.7.5  Reclassification of financial assets and liabilities

The Bank does not reclassify its financial assets subsequent to their initial recognition, apart from the exceptional
circumstances in which the Bank acguires, disposes of, or terminates a business line. Financial liabilities are

never reclassified. ”1! -
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Derecognition of financial assets and liabilities

a) Financial Assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised where:

« the right to receive cash flows from the asset has expired; or
» the Bank has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and

« either (a) the Bank has transferred substantially all the risks and rewards of the asset, or (b) the Bank has
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

When the Bank has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the Bank's continuing involvement in the
asset. Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of consideration that the Bank could
be required to repay.

b) Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
Where an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in profit or loss.

Impairment of financial assets
The Bank recognises an allowance for expected credit losses (ECLs) on Loans and advances to customers.

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss
is recognised in the profit and loss account. Interest income continues to be accrued on the reduced carrying
amount based on the original effective interest rate of the asset.

If, in a subsequent year, the amount of the estimated impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the previously recognised impairment loss is increased or
reduced by adjusting the allowance account. If a write-off is later recovered in future, the recovery is credited to
‘Bad debts recovered'.

The calculations of ECLs

The Bank calculates the allowance for ECL in a three step process as described below:

a) Determination of Loan staging:

Stage 1 and Stage 2:

Given the nature of the Bank’s loan exposures (generally short-term exposures, <12 months) no distinction has
been made between stage 1 (12M ECL) and stage 2 loans (lifetime ECL) for the ECL calculation. For disclosure
purposes normally stage 1 loans are defined as loans overdue between 0-29 days. Stage 2 loans are overdue
loans between 30-59 days. This is consistent with SBP IFRS 9 Application Instructions.

Stage 3:
Advances are treated as credit impaired (Stage 3) when contractual payments are 60 days or more past due. This
threshold has been determined based on the SBP IFRS 9 Application Instructions.

WV
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b) Calculating ECL for stage 1-2 loans:

To avoid the complexity of calculating separate probability of default and loss given default, the Bank uses a ‘loss
rate approach’ for the measurement of ECLs. The ‘loss rates' are a provision matrix that is based on historical
credit loss experience, adjusted for forward-looking factors specific to economic environment. Using this
approach, the Bank developed loss-rate statistics on the basis of the amounts written off over the last five years.

The forward-looking element in the ECL is built by looking at different write-off scenarios based on historical data,
namely, average of 2 lowest write-off years, average of last 5 years' write-offs and average of 2 highest write-off
years. Weights are assigned to these scenarios to get a weighted average forward looking element.

¢) Calculating ECL for stage 3 loans:

The ECL applied to Stage 3 loans in the Bank's model is at a rate of 80% of the loan in excess of 60-179 days
overdue and 100% of the loans in excess of 179 days overdue. ECL for Stage 3 loans is based on higher of ECL
allowance determined above or specific provision as per Prudential Regulations for Microfinance Banks.

The following table summarizes the requirements of Prudential Regulations for Microfinance Banks:

Classification of Non-Performing Advances as per Prudential Regulations

Specific
Category Description Provision
required
a) Other Assets Especially
Mentioned (OAEM) Loan (principal / mark-up) is overdue for 30 or more but less then 60 Nil
b) Substandard Loan (principal / mark-up) is overdue for 60 or more but less then 90 25%
c) Doubtful Loan (principal / mark-up) is overdue for 90 or more but less then 180 da 50%
d) Loss Loan (principal / mark-up) is overdue for 180 days or more 100%

d) Impact of macro-economic indicators

The Bank provides small loans to clients who are not employed, but operate their own small businesses in the
informal sector and are less impacted by macro-economic trends than other business sectors. In addition, the
Bank’s loans average € months until maturity at the year-end and so the impact of macro-economic factors on the
repayment of loans is inherently limited. Hence the management concluded that changes in macro economic
indicators do not have any direct correlation with the ASA business model and therefore, no adjustment was made
to consider forecasts for such macro-economic indicators in the forward-looking element of its expected credit
loss provision calculation.

e) ECL on Interest receivable:
ECL for interest receivable is assessed on the same line as outstanding loan portfolio.

Derivatives recorded at fair value through profit or loss
A derivative is a financial instrument or other contract with all three of the following

a) Its value changes in response to the change in a specified interest rate, financial instrument price,
commodity price, foreign exchange rate, index of prices or rates, credit rating or credit index, or other
variable, provided in the case of a non-financial variable that the variable is not specific to a party to the
contract (the 'underlying'’).

b)  Itrequires no initial net investment or an initial net investment that is smaller than would be required for other
types of contracts that would be expected to have a similar response to changes in market factors.

uls
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c) Itis settled at a future date.

Derivative financial assets and liabilities are initially recognised at fair value on the date on which a derivative
contract is entered into and are subsequently measured at their fair value using appropriate valuation techniques.
Derivative financial instruments are carried as an asset when the fair value is positive and as a liability when the
fair value is negative. Any change in the fair value of derivative financial instruments is taken directly to profit and

3.7.9  Forward contracts and hedge accounting

The Bank applies hedge accounting for long term loans denominated in foreign currency for which forward
contracts have been agreed to mitigate the foreign currency risk exposure of its subsidiaries. The Bank
documents the relationship between the hedged item and the hedging instrument, the risk management objective
and the method that will be used to assess effectiveness of the hedging relationship at inception and at each
reporting date. The Bank applies the qualitative approach for hedge testing effectiveness. The critical terms of
the hedged items and hedging instruments are identical. The forward method is applied, whereby the forward
peints are amortised from Other comprehensive income (OCI) to interest expenses during the term of the
contract. The fair value of the forward contract is recognised on the statement of financial position and the
changes in the fair value are reported in OCI. The foreign currency exchange results on the foreign currency
loans are reported as exchange rate results and the same opposite amount is recycled from OCI to the same

Any gains or losses arising from changes in the fair value of derivatives are taken directly to profit or loss, except
for the effective portion of cash flow hedges, which is recognised in OCI and later reclassified to profit or loss
when the hedge item affects profit or loss. The effective portion of the gain or loss on the hedging instrument is
recognised in OCI in the cash flow hedge reserve, while any ineffective portion is recognised immediately in the
statement of profit or loss.

The terms of the foreign currency forward contracts match the terms of the expected highly probable forecast
transactions. As a result, there is no hedge ineffectiveness to be recognised in the statement of profit or loss.

3.7.10 Fair value measurement

The Bank measures financial instruments such as derivatives at fair value at each balance sheet date. Fair value
related disclosures for financial instruments that are measured at fair value are summarised in note 32.1.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability takes place either:

- in the principal market for the asset or liability, or
- in the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Bank.

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest.

The Bank uses valuation technigues that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
uncbservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

- Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

- Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
- measurement is directly or indirectly observable

- Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value

measurement is unobservable ,‘1 L/
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For assets and liabilities that are recognised in the financial statements at fair value on a recurring basis, the Bank
determines whether transfers have occurred between levels in the hierarchy by re-assessing categorisation
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of each
reporting period.

Defined benefit plan

The Bank operates an unfunded gratuity scheme for all its permanent employees. The actuarial valuation is
carried out using the projected unit credit method. Actuarial gains and losses for defined benefit plan are
recognised in statement of comprehensive income when they occur.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Bank and the
revenue can be reliably measured.

a) Income on PLS saving deposits is recognized in profit and loss account as it accrues using the effective
interest rate method.

b) Interest income on loans and advances is recognized on time proportion basis using the effective interest
rate method.

Taxation

Current tax
Provision for current taxation is based on the taxable income for the year determined in accordance with the
Income Tax Ordinance, 2001. The charge for current tax is calculated using tax rates enacted or substantively
enacted at the balance sheet date after taking into account available tax credits and rebates, if any. The charge
for current tax includes adjustments to charge for prior years, if any.

Deferred tax

Deferred tax is provided using the balance sheet liability method providing for all temporary differences between
the carrying amounts of assets and liabilities for financial reporting purposes and amounts used for taxation
purposes. The amount of deferred tax provided is based on the expected manner of realization or settlement of
the carrying amount of assets and liabilities using tax rates enacted or substantively enacted at the balance sheet
date. A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be
available and the credits can be utilized. Deferred tax assets are reviewed at each balance sheet date and are
reduced to the extent that it is no longer probable that the related tax benefits will be realised.

Foreign currency transactions

Transactions in foreign currencies are translated into Pak Rupees at the foreign exchange rate existing on the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet
date are translated into Pak Rupees at the foreign exchange rate prevailing at that date. Foreign exchange rates
are obtained from the website of State Bank of Pakistan. Exchange gains or losses arising on translations are
taken to the profit and loss account.

Earnings per share

The Bank presents basic and diluted earnings per share (EPS). Basic EPS is calculated by dividing the profit or
loss attributable to ordinary shareholders of the Bank by the weighted average number of ordinary shares
outstanding during the year.

Diluted EPS, if any, is determined by adjusting the profit or loss attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares.
There were no dilutive potential ordinary shares in issue at the balance sheet date.

Dividend distribution
Declaration of dividend to holders of the equity instruments of the Bank is recognised as liability in the period in

which it is declared. %N
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4. CASH AND BALANCES WITH TREASURY BANKS

In hand - Local currency

With State Bank of Pakistan in

Local currency current account

With National Bank of Pakistan in

Local currency current account

Local currency deposit account 4.1
Less: Expected credit loss allowance
Total

4.1 This represents deposits carrying markup of 5% per annum (2023: 4%).

5. BALANCES WITH OTHER BANKS AND NBFIS

- In current account
- In deposit account 5.1

- In term deposits 8.2

Less: Expected credit loss allowance

2024

2023

685 16,657
690,235 -
1,739 852
4,666 1,327
6,406 2,180
697,327 18,837
5,781 7,983
1,721,719 972,052
126,000 200,000
1,853,501 1,180,035

5.1 This represents deposits with various financial institutions carrying markup ranging between 13.50% to 19% per

annum (2023: 14.5% to 20.5%)

5.2 These carry mark-up ranging from 13.25% to 13.50% per annum (2023: 16% to 21% per annum) and are given
as collateral against borrowings from Pak Oman Investment and Allied Bank Limited, and have maturities within

3 to 6 months. ua’ L/‘
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6.1.1

ADVANCES

Loan Type Note
Micro Credits

Unsecured
Advances - gross

Expected Credit loss allowance against advances
- Stage 1
- Stage 2
- Stage 3 6. 1.2:1

Advances - net of expected credit loss allowance

Loan Type

Unsecured
Micro credit
Less: Provision held
- Specific
- General

Advances - net of provisions

Advances - Particulars of expected credit loss

Advances - Exposure
Note

Gross carrying amount

New advances
Advances repaid
Transfer to stage 1

Transfer to stage 2
Transfer to stage 3

Amounts written off / charged off 6.1.4

Closing balance

Other Assets Especially Mentioned (OAEM)
Substandard

Doubtful

Loss
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2024
Non
Performing Performing Total
Stage 1 Stage 2 Stage 3
(Rupees in '000)
24,945,450 25,508 103,660 25,074,618
24,945,450 25,508 103,660 25,074,618
167,816 - - 167,816
- 98 - 98
a - 86,224 86,224
167,816 98 86,224 254,138
24,777,633 25,410 17,436 24,820,480
2023
Number of -(Rupees in
Note loans '000)-
615,536 19,472,691
6.1.2.1 2,252 (23,684)
(202,838
(226,522)
19,246,169
allowance
2024
Stage 1 Stage 2 Stage 3 Total
-------------------- (Rupees in "000)------==-s=remmemeee-
19,413,583 12,370 46,738 19,472,691
24,996,066 24,820 145,227 25,166,112
(19,349,112) (4,768) (9,247)| (19,363,127)
(13) 13 - -
(37,110) (6,573) 43,683 .
5,609,831 13,493 179,662 5,802,985
(77,964) (354) (122,739) (201,058)
24,945,450 25,509 103,660 25,074,619
2023
Amount Provision Provision
outstanding required held
—mmmeesmemsmmanean -(Rupees in '000)--semscsnemnenuaan
12,370 - -
11,009 2,752 2,752
29,594 14,797 14,797
6,134 6,134 6,134
59 107 23,683 23,683

1l
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Advances - Expected Credit loss allowance

Note

Opening balance

New advances
Advances repaid

Transfer to Stage 1
Transfer to Stage 2
Transfer to Stage 3

Reversal of General Provision
Impact of transfers on ECL

Amounts written officharged Off 6.1.4

Closing balance

Opening balance
Charge for the year
Amount written off

Closing balance

18 ASA MICROFINANCE BANK (PAKISTAN) LTD
2024
Stage 1 Stage 2 Stage 3 Total
----- ~emem--(RUpees in '000)--=--mmrrmsmerunmnanann
193,914 46 32,662 226,521
168,010 95 131,073 299,178
(95,556) (18) 1,346 (94,229)
(142) (25) 167 -
72,312 52 132,586 204,949
(98,403) - - (98,403)
- . 43,447 43,447
(26,091) 52 176,033 149,993
(6) - (122,371) (122,377)
167,816 98 86,224 254,138
2023
Specific General Total
Note ~ =smeemececee- -(Rupees in '000)--=ewmrmsenuen
33,380 81,776 115,156
79,106 121,062 200,168
6.1.4 (88,802) - (88,802)
23684 202,838 226522

This includes higher of expected credit loss allowance under IFRS 8 and specific provision for non-performing

loans required under Prudential Regulations for Microfinance Banks.

Advances - Expected credit loss allowance details

Stage classification

Outstanding gross exposure
Performing - Stage 1

<30 Days

Under Performing

Other assets especially mentioned
30-59

Non- Performing

Substandard

Doubtful

Loss

Total

Corresponding expected credit loss allowance
Stage 1
Stage 2
Stage 3

Particulars of write offs / charge offs:

Against expected credit loss allowance
Directly charged to profit and loss account

PROPERTY AND EQUIPMENT
Property and equipment

2024
Stage 1 Stage 2 Stage 3
----------- ---(Rupees in '000)---------------
24,945,450 - -
- 25,508 -
= - 20,593
& - 66,589
- - 16,478
- - 103,660
24,945,450 25,508 103,660
95,459 - -
§ a8 s
. - 86,224
95,459 98 86,224
2024 2023
Note = —eeeeol (Rupees in '000)--------
612 122,377 88,802
24 78,680 F2.T772
201,058 161,574
¥ 416,973 427,151
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Property and equipment

At January 1, 2024

Cost

Accumulated depreciation
Net book value

Year ended December 2024
Opening net book value
Additions

Disposals

Depreciation charge

Other adjustments / transfers
Closing net book value

At December 31, 2024
Cost

Accumulated depreciation
Net book value

Rate of depreciation (percentage)

At January 1, 2023

Cost

Accumulated depreciation
Net book value

Year ended December 2023
Opening net book value
Additions

Disposals

Depreciation charge

Other adjustments / transfers
Closing net book value

At December 31, 2023
Cost

Accumulated depreciation
Net book value

Rate of depreciation (percentage)

The cost of fully depreciated assets that are still in use is as follows;

Cost

Cost
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2024
- Information
Leasehold Furniture and Office .
: - Vehicles technology Total
Improvement fittings equipment :
equipment
(Rupees in '000)
168,431 37,688 127,650 12,511 284,947 631,227
(34,807) (16,154) (43,310) (4,409) (105,396) (204,076)
133.624 21,534 84,340 8,102 179,551 427,151
133,624 21,534 84,340 8,102 179,551 427,151
19,343 8,580 41,076 - 114,896 183,895
- (6) - - - (6)
(43,077) (6,938) (44,839) (2,502) (96,710) (194,067)
109,=390 2_3.169 80&77 5_‘500 197,736 416!973
189,670 46,611 161,411 12,511 400,217 810,420
(79,780) (23,442) (80,834) (6,911) (202,481) (393,448)
109,890 23,169 80,577 5,600 197,736 416,973
20% - 33.33% 20% 33% 20% 33%
2023
g Information
Leasehold Furmt.ure and O_ffice Vahicies tachnology Total
Improvement fittings equipment 3
equipment
{Rupees in '000)
23,478 40,808 33,732 15,423 200,304 313,745
{12,881) (24,536) (21,668) (4,456) (157,897) (221,448)
10,587 16,272 12,084 10,967 42,407 92,297
10,587 16,272 12,064 10,967 42,407 92,297
155,290 13,623 101,461 - 184,848 455,221
(1,568) (18) (116) - - (1,702)
(30,684) (8,314) (29,089) (2,865) (47,705) (118,636)
(29) (29)
133,624 21,534 84,340 8,102 179,551 427,151
168,431 37 688 127,650 12,511 284,947 631,227
(34,807) (16,154) (43,310) (4,409) (105,396) (204,076)
133,624 21,534 84,340 8,102 179,551 427,151
20% - 33.33% 20% 33% gO% 33%
2024
2 Information
Leasehold Furnlt}lra and OIffica Vekicies technology Total
Improvement fittings equipment
equipment
{Rupees in '000)
3,542 6,838 19,599 - 73,660 103,639
2023
, < Information
Leasehold Furmtf.lra and O_fflce Vehicies technology Total
Improvement fittings equipment
equipment
(Rupees in '000)
235 2429 9,045 B 10,075 21,784

e
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RIGHT-OF-USE ASSETS

At January 1, 2024

Cost

Accumulated Depreciation

Net Carrying amount at January 1, 2024

Additions during the year

Deletions during the year

Depreciation Charge for the year

Net Carrying amount at December 31, 2024

INTANGIBLE ASSETS

At January 1, 2024

Cost

Accumulated amortization and impairment
Net book value

Year ended December 31, 2024
Opening net book value
Additions - directly purchased
Disposals

Amortization charge

Transfers

Closing net book value

At December 31, 2024

Cost

Accumulated amortization and impairment
Net book value

Rate of amortization (percentage)
Useful life (in Months)

At January 1, 2023

Cost

Accumulated amortization
Net book value

Year ended December, 2023
Opening net book value
Additions - directly purchased
Disposals

Amortization charge
Transfers

Closing net book value

At December 31, 2023
Cost

Accumulated amortization
Net book value

Rate of amortization (percentage)
Useful life (in Months)
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2024

2023

225,016 159,208
225,016 159,208
252,365 194,373
(124,070) (128,565)
353,311 225,016
2024
Coniputer cwWIP Total
software
------ (Rupees in "000)-==neu--
15,803 123,387 139,189
(13,029) - (13,029)
%773 153,387 126,160
2,773 123,387 126,160
196,082 13,769 209,851
(45,186) - (45,186)
123,387 (123,387) -
277,058 13,769 290,825
335,223 13,769 348,992
(58,167) - (58,167)
277,056 13,769 290,825
_12.5% - 33.33% - 33%
36 - 96 - 36
2023
Computer
Softwins CWIP Total
=-=-----(Rupees in '000)--------
28,280 - 28,280
(13,015) - (13,015)
15,265 - 15,265
15,265 - 15,265
- 123,387 123,387
(12,492) - (12,492)
2,773 123,387 126,160
15,803 123,387 139,189
(13,029) - (13,029)
2,773 123,387 126,160
33.33% 33%
36 36

Intangible assets include software costing Rs 15.8 million (2023: Rs 3.213 million) which are fully amortized and still in use.

M
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DEFERRED TAX ASSETS

Deductible temporary differences on:

- Credit loss allowances against advances

- Exchange difference on foreign currency borrowings

- Disallowed markup expense on foreign currency borrowings
- Unrealised loss on foreign exchange forward contracts

- Lease liability

- Post retirement employee benefits

Taxable temporary differences on:

- Accelerated tax depreciation {

Deductible temporary differences on

- Advances

- Exchange difference on foreign currency borrowings
- Disallowed markup expense on foreign currency borrowings
- Unrealised loss on foreign exchange forward contracts
- Lease liability

- Post retirement employee benefits

Taxable temporary differences on

- Accelerated tax depreciation |

OTHER ASSETS

Income / Mark-up accrued

Advances, deposits, advance rent and other prepayments
Advance taxation

Loan to Employees

Security deposits

Others

Less: Expected credit loss allowance held against other assets

Other assets (net of credit loss allowance)

Credit loss allowance held against other assets

Opening balance
Charge for the year
Written off during the year

Particulars of write offs / charge offs:
Against expected credit loss allowance
Directly charged to profit and loss account

2024
Recognised in Recgonised At Dec 31
ALJnve 2088 g1 aic in OCI 2024
——————— (Rupees in 000)-=s=seamuenae
89,702 10,179 - 99,881
730,106 (442,544) - 287,562
17,902 320,968 B 338,871
128,789 262,041 (151,212) 239,617
85,627 56,209 - 141,836
248,231 63,592 103,096 414,920
1,300,356 270,445 (48,116) 1,522,685
(69,031)] (32,021)[ - | (101,052)|
(69,031) (32,021) - (101,052)
1,231,325 238,424 (48,116) 1,421,633
2023
Recognised in Recgonised At Dec 31
Atdant 2033 " og) arc in OCI 2023
S (RUPEES iN 000)mmrrmrmrrermmmmmrreme
38437 51,265 E 89,702
775186 (334,714) 289 634 730,106
28,341 (10,439) - 17,902
(523,137) 135,299 516,626 128,789
46,962 38,665 = 85,827
88,107 163,858 (3,733) 248,231
453,896 43,934 802,527 1,300,356
(39.148)[ (29,883)] - 1 (69.031)]
(39,148) (29,883) = (69,031)
414,748 14,050 802,527 1,231,325
2024 2023
Note -—--——(Rupees in '000)—--—---
604,844 355,560
245,875 304,860
- 28
93,108 75,677
5,037 5187
26 25,161 34,852
974,025 776,163
11.1 (1,966) (3,484)
972,058 772,679
2024 2023
-(RuUpees in '000)--------
3,484 1,321
3,356 11,686
(4,873) (9,524)
1,966 3,484
4,873 9,524
24 6,454 13,281
11,327 22,805

T
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2024 2023
Note —-—e-{RUpees in '000)--—-
BORROWINGS
Secured
Borrowings from State Bank of Pakistan
- Women Inclusive Finance Program (WIFP) 2,500,000 -
- Financial Inclusion and Infrastructure Project through ACFID 104,000 =
2,604,000 -
Borrowings from Other Banks / Financial Institutions 10,918,111 8,015,153
Total secured 121 13,622,111 8,015,153
Particular of borrowings with respect to domestic/foreign
In Pakistan 122 7,399,074 3,090,368
Qutside Pakistan 12.3 6,123,037 4,924,784
Total 13,522,111 8,015,153
Details of Borrowings in Pakistan
Amount
. Agreemen Repayment
lRl{g::)s in " Date Maturity frequency Coupon rate
State Bank of Pakistan (WIFP) 2,500,000 25-Jun-24 30-Jun-29 Bullet MK -1%
State Bank of Pakistan (FIIP) 104,000 1-Mar-24 25-Mar-27 Bullet MK -1.0%
Pak Oman Investment Company Limited 30,000 21-Oct-21 27-Jan-25 Quarterly MK+ 2%
United Bank Limited 990 23-Feb-22 18-Mar-25 Quarterly 3IMK+ 1.8%
United Bank Limited 33,333 2-Mar-22 18-Mar-25 Quarterly IMK + 2%
Pakistan Microfinance Investment Company Limited 468,750 16-Mar-22 1-Oct-25 Quarterly 6M K + 3.05%
Pakistan Microfinance Investment Company Limited 3,187,000 21-Mar-23 30-Sep-28 Semi-Annual 6M K + 2.95%
Allied Bank Limited 75,000 9-May-22 18-Nov-25 Quarterly IMK + 2.25%
Habib Metropolitan Bank Limited 1,000,000 13-Dec-24 13-Dec-26 Quarterly MK + 2.50%
7,399,074
Details of Borrowings outside Pakistan
Amount
Amount (in Agreemen " Repayment
FCY) l:Ru'E::T in t Date Maturity frequency Coupon rate
Microfinance Enhancement Facility SA 5,000,000 USD 1,392,750 1-Nov-21 26-Apr-25 Bullet 6M SOFR + 6.23%
Dual Return Fund 2,500,000 USD 695,709 1-Nov-21 26-Apr-25 Bullet 6M SOFR + 6.23%
GLS Alternative Investments 500,000 EUR 145,041 1-Mar-22 25-Mar-25 Semi-Annual 5%
Japan Asian Women Empowerment 5,000,000 USD 1,392,750 4-Mar-24 7-Jun-27 Semi-Annual 6M SOFR + 5.0%
Microfinance Initiative for Asia Debt Fund SA 5,000,000 USD 1,391,418 4-Mar-24 7-Jun-27 Semi-Annual 6M SOFR + 5.0%
EMF Microfinance Fund, AGmvK 4,000,000 USD 1,105,369 29-Nov-23 14-May-27 Semi-Annual 6M SOFR + 5.0%
6,123,037
2024 2023
LEASE LIABILITIES --—-{Rupees in '000}-----—-
At January 1 189,752 142,309
Additions during the year 252,365 194 373
Interest expense 49,5657 31,673
Payments (172,868) (178,603)
At December 31 318,805 189,752
Contractual maturity of lease liabilties
Short-term lease liabilities - within one year 1,447 2,433
Long-term lease liabilities
-1to 5 years 192,670 147,216
-5to 10 years 55,630 15,872
- More than 10 years 69,057 59,495
Total lease liabilities 318,805 225,016
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2024 2023
-=-mmm--{Rupees in '000)--——----
OTHER LIABILITIES
Mark-up / Return / Interest payable 561,677 250,150
Accrued expenses 268,558 330,320
Current taxation 1,222,027 1,674,260
Dividends payable 3,003,000 1,486,187
Payable to defined benefit plan 1,063,897 636,490
Unrealized loss on foreign exchange forward contracts 614,399 330,227
Management fee payable - 17,900
Others 10,688 -
6,744,246 4,725,534
SHARE CAPITAL
Authorized Capital
2024 2023 2024 2023
(Number of shares) weemeeee{ RUpees in '000)—-------
1,500,000 1,500,000 Ordinary shares of Rs.1,000 each 1,500,000 1,500,000
Issued, subscribed and paid-up capital
2023 2022 2024 2023
(Number of shares) Rupees in '000
Fully paid-up ordinary shares of Rs.1,000 each
1,127,417 1,127,417 Issued for cash 1,127,417 1,127,417
372,583 372,583 Issued as bonus shares 372,583 372,583
1,500,000 1,500,000 1,500,000 1,500,000

15.2.1 As at 31 December 2024 and 2023, 89% Shareholding of the Bank was held by the parent company ASA International and remaining

186.

17.

18.

18.1

1% is held by Catalyst Microfinance Investors and CMI International Holding.
STATUTORY RESERVE

In accordance with the requirements of the Microfinance Institutions Ordinance, 2001 and the Prudential Regulations issued by the SBP,
the Bank is required to transfer an amount equal to 20% of its annual profits after taxes till such time the reserve fund equals the paid-up
capital of the Bank. Thereafter, a sum not less than 5% of its annual profit after taxes.

DEPOSITORS' PROTECTION FUND

In accordance with the requirements of the Microfinance Institutions Ordinance, 2001 and the Prudential Regulations, the Bank is
required to transfer an amount equivalent to 5% of profit after tax to the Depositors’ Protection Fund, plus the return earned on such
funds. Such fund shall be invested in government securities or deposited with State Bank in a remuneration account. However, no
amount has been allocated to this reserve since the Bank does not have the license to take on deposits.

CONTINGENCIES AND COMMITMENTS 2024 2023
----——-(Rupees in '000)-——-

Commitments 6,827,290 5,460,854

Contingent liabilities - -
6,827,290 5,460,854

Commitments in respect of:

- Property and equipment - 44 262

- Intangible assets 28,156 99,800

- Foreign exchange forward contracts - purchase 6,827,280 5,460,854

6,855,446 5,604,918

“bv
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Note
MARK-UP / RETURN / INTEREST EARNED

Advances

Investments

Balances with other Banks and NBFls
Loans to employees

MARK-UP / RETURN / INTEREST EXPENSED

Borrowings

Lease liabilities

Amortization of hedge points 27,
Bank charges

OTHER INCOME

(Loss) / gain on sale of operating fixed assets
Exchange gain/(loss) - net
Others

OPERATING EXPENSES

Total compensation expense 221
Directors’ fees and allowances

Rent, taxes, insurance, electricity, etc.

Legal and professional charges

IT Professional & Consultancy Charges

Communications

Repairs and maintenance

Stationery and printing

Training & development

Travelling & conveyance

Advertisement and publicity

Donations 22.2
Auditors' remuneration 22.3
Depreciation 71&8
Amortization 9
Insurance

Subscription, license and renewals fees

Miscellaneous expenses

22.1 Total compensation expense

Managerial remuneration

i) Fixed

ii) Variable

a) Cash bonus / awards etc,

Charge for defined benefit plan
Contribution to EOBI
Rent & house maintenance
Medical
Conveyance
Others
Grand total

2024

2023

11,968,665 9,343,774
129,295 .
408,247 301,861

3,183 2,137
12,499,390 9,647,772
1,867,741 1,561,845
49,557 31,673
650,189 590,808
2,740 3,517
2,570,227 2,187,843

158 (1,271)

1,369 (85,885)
6,952 14,123

8,479 (73,043)
2,903,810 2,208,679
4,500 2,600
198,936 72,153
3,443 8,879
255,803 21,180
74,780 72,683
49,576 22,517
50,328 31,130
18,579 9,784
60,896 69,066
5,779 161
4,976 6,239
17,263 12,420
318,137 247,201
45,138 12,492
48,047 35,353
106,616 25,834
104,160 256,935
4,270,767 3,115,305
1,778,630 1,141,324
177,029 122,748
208,906 400,506
60,757 46,681
616,912 461,905
20,429 16,266
41,108 19,250

38 #

2,903,810 2,208,679
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22.2 Details of donations 2024 2023
—mmmmnnn (Rupees in '000)--=s==-

Donations individually exceeding Rs.0.5 million

Dr. Prem Kumar Sital Das Memorial Trust 1,148 -
Govt Girls Higher Secondary School 1,140 1,452
SZABIST University 800 -
Sindh Literature Festival 800 800
Layton Rahmatulla Benevolent Trust - 2,152
Mustafa Sanitary Store - 1,596
Donations individually not exceeding Rs.0.5 million 1,088 239
4,976 6,239
22.3 Auditors' remuneration
Statutory audit and review fees 2,354 1,512
Fee for other statutory certifications 1,728 2,160
Group audit and review fee 12,852 7.128
Out-of-pocket expenses 328 1,620
17,263 12,420

23. OTHER CHARGES

Default Surcharge on short payment of advance tax 72,666 =
72,668 -

24. EXPECTED CREDIT LOSS ALLOWANCE & WRITE OFFS - NET

Expected credit loss allowance against advances 6.1 149,994 200,167
Expected credit loss allowance against other assets i 3,356 11,686
Bad debts written off directly 6148&11.2 85,134 86,054
Recovery of written off / charged off bad debts (13,912) (27,273)

224,571 270,634

25. TAXATION

Current 2,396,699 1,541,527
Prior years (2,273) 8608
Deferred (238,424) (14,050)

2,156,002 1,628,084

25.1 Relationship between tax expense and accounting profit

Profit before tax 5,369,638 4,000,947
Tax @ 29% (2023; 29%) 1,657,195 1,160,274
Super tax charge @ 10% (2023: 10%) 536,964 400,095
Prior year tax (2,273) 608
Rate change - (75,409)
Default Surcharge on short payment of advance tax 28,340
Others 35,777 42,516
2,156,002 1,628,084
26. BASIC AND DILUTED EARNINGS PER SHARE
Profit after taxation 3,213,636,149 2 472 B62 345
Weighted average number of ordinary shares 1,500,000 1,500,000
Basic and dilluted earnings per share 2,142.42 1,648.57

U
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MOVEMENT IN HEDGE ACCOUNTING RESERVE

Amortization of forward points of forward contracts 20. 650,189 590,808
Changes in fair value of forward contracts (844,642) (588,366)
Recycling of exchange (losses) / gains on foreign currency borrowings 21,711 (742,651)
Total amounts recognised in OCI during the period (172,743) (740,.210)
CASH AND CASH EQUIVALENTS
Cash and balances with treasury banks 697,327 18,837
Balances with other Banks and NBFls 1,853,501 1,180,035
2,550,827 1,198,872

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

2024 2023
Other Lease s Lease
liabilities- liabilities Oth;i'v'i'::::'es' liabilities
Dividend against right- against right-of-
payable of-use assets payabie use assets
e -(Rupees in '000)-=------
Balance as at January 1 1,486,187 189,752 500,752 142,309
Changes from financing cash flows
Payment of lease liability against
right-of-use assets - (172,868) - (178,603)
Dividends paid (1,486,187) = 5 %
(1,486,187) (172,868) - (178,603)
Other changes - liability related
Additions / renewals of leases - 252,365 - 194,373
Markup expense - 49,557 31,673
Off-setting of receivable B - (15,065) -
Interim dividends for the year 1,503,000 - = =
Final dividend for the year ended
31 December 2023 1,500,000 - - -
Final dividend for the year ended & % -
31 December 2022 - - 1,000,500 -
3,003,000 301,922 985,435 226,046
Balance as at December 31 3,003,000 318,805 1,486,187 189,752
STAFF STRENGTH Number
Permanent 2,760 2,583
On contract 373 335
3,133 2,918

In addition to the above, 1 (2023: Nil) employee of an outsourcing services company was assigned to the Bank as
at the end of the year to perform services other than guarding and janitorial services.

NUMBER OF BRANCHES 2024 2023
Number

As at January 1 2024 72 -

Opened during the year 10 72

Closed during the year - -

As at Decemeber 31, 2024 82 72
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DEFINED BENEFIT PLAN

General description

The Bank operates an unfunded gratuity scheme for all its permanent employees. The actuarial valuation is carried
out using the projected unit credit method. Actuarial gains and losses for defined benefit plan are recognised in
statement of comprehensive income when they occur.

Principal actuarial assumptions

The actuarial valuations were carried out as at 31 December 2024 using the following significant assumptions:

2024 2023
- Per annum -=------ -
Discount rate 12.25% 15.50%
Salary increase rate 12.25% 14.50%
Mortality rates assumed SLIC 2001-2005 SLIC 2001-2005

Setback 1 Year Setback 1 Year

Movement in defined benefit obligations
--------{RUpees in '000)--------

Obligations at the beginning of the year 636,490 266,990
Current service cost 115,157 363,566
Interest cost 93,749 36,941
Benefits paid (45,849) (21,433)
Re-measurement gain 264,349 (9,573)
Obligations at the end of the year 1,063,897 636,490

Charge for defined benefit plans
Cost recognised in profit and loss

Current service cost 115,157 363,566
Net interest on defined benefit liability 93,749 36,941
208,906 400,506
Re-measurements recognised in OCI during the year
Financial assumptions 72,788 2,497
Experience adjustment 191,561 (12,070)
Total re-measurements recognised in OCI 264,349 (9,573)
Sensitivity analysis

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions constant and
calculating the impact on the present value of the defined benefit obligations under the employee benefit scheme. The
increase / (decrease) in the present value of defined benefit obligations as a result of change in each assumption is
summarized below:

2024 2023
---—---(RUpees in '000)--------

1% increase in discount rate (967,925) (249,533)
1% decrease in discount rate 1,145,686 287,438
1 % increase in expected rate of salary increase 1,148,313 288,409
1 % decrease in expected rate of salary increase (964,006) (248,350)
Expected charge / (reversal) for the next financial year 280,498 190,000
Maturity profile Years

The weighted average duration of the present value of the defined benfit obligation 8 7

The significant risk associated with the employee benefit scheme are as follows:

Inflation risk

The risk that the final salary at the time of cessation of service is greater than what we assumed. Since the benefit is
calculated on the final salary (which will closely reflect inflation and other macroeconomic factors), the benefit amount
increases as salary increases.

Mortality Risk
The risk that the actual mortality experience is different than the assumed mortality. This effect is more pronounced in
schemes where the age and service distribution is on the higher side.

Withdrawal Risk
The risk of actual withdrawals experience is different from assumed withdrawal probability. The significance of the
withdrawal risk varies with the age, service and the entitied benefits of the beneficiary. 1,1‘./




28 ASA MICROFINANCE BANK (PAKISTAN) LTD

32. COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONNEL

32.1 Total Compensation Expense

2024
Non.- President / ey
ltems Executives 5 Management
. CEO
Directors Personnel
------- (Rupees in '000)--—-—----
Fees and allowances etc. 4,500 - -
Managerial remuneration
i) Fixed - 34,004 73,522
ii) Variable
a) Cash bonus / awards - 2,310 8,457
Rent & house maintenance - - 24,702
Medical - - 136
Conveyance - - 178
Others - - 2,894
Total 4,500 36,314 109,889
Number of persons 2 1 13
2023
Non- : Key
ltems Executives Feamigant Management
; CEO*
Directors Personnel
-------- (Rupees in '000)-----=--
Fees and allowances etc. 2,600 - -
Managerial remuneration
i) Fixed - 24 695 69,225
ii) Variable
a) Cash bonus / awards - 1,765 6,512
Charge for defined benefit plan - - -
Contribution to defined contribution plan B - -
Rent & house maintenance - - 21,432
Medical - - 101
Conveyance - - 121
Others - - 490
Total 2,600 26,459 97,882
Number of persons 2 1 18

* The Chief Executive is entitled to free use of a Bank maintained car.

“
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33. FAIR VALUE MEASUREMENTS

Fair value is an amount for which an asset can be exchanged, or liability settled, between knowledgeable willing parties in
arm's length transaction, Consequently, differences may arise between the carrying values and the fair values estimates.

33.1 Fair value of financial assets

The Bank measures fair values using the following fair value hierarchy that reflects the significance of the inputs use in
making the measurements:

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Fair value measurements using inputs other than guoted prices included within Level 1 that are observable for
the assets or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: Fair value measurements using input for the asset or liability that are not based on observable market data

(i.e. unobservable inputs).

The table below analyzes financial instruments measured at the end of the reporting period by the level in the fair value
hierarchy into which the fair value measurement is categorised:

2024
Level 1 Level 2 Level 3 Total
-=-eees{Rupees in '000)--------

Off-balance sheet financial instruments
- measured at fair value

Forward exchange foreign contracts - Purchase - 6,827,290 - 6,827,290
2023
Level 1 Level 2 Level 3 Total

Off-balance sheet financial instruments
- measured at fair value

Forward exchange foreign contracts - Purchase - 5,460,854 B 5,460,854

Valuation techniques used in determination of fair valuation of financial instruments within level 2 and level 3

Item Valuation approach and input used

The fair values of forward foreign exchange contracts

Forw igne t 2 b
ard forelgn Sxshern.CORTAS: are determined using forward pricing calculations.

34 RELATED PARTY TRANSACTIONS
The Bank has related party relationships with its shareholders, key management personnel and directors,

Remuneration of key management personnel are in accordance with the terms of their employment. Other transactions are
at agreed terms.

Balances and transactions with related parties are summarised as follows:

2024 ) 2023
Key manage- Key manage-
Parent Directors ment Parent Directors ment
personnel personnel

Other Liabilities
Management fee payable B - - 17,900 - -
Dividend payable 3,003,000 - - 1,486,187 - -
Expense
Total compensation expense - - 146,203 - - 124,341
Directors' fees and allowances - 4 500 - - 2,600 -
Management fee expense 17,068 - - 80,912 - -
Other information
Dividend declared 3,003,000 - = 1,000,500 - -

Dividend paid 1,486,187 - 2 - = =

“71/
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36.
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CAPITAL ADEQUACY RATIO

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

Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capital

Eligible Additional Tier 1 (ADT 1) Capital
Total Eligible Tier 1 Capital

Eligible Tier 2 Capital

Total Eligible Capital (Tier 1 + Tier 2)

Risk Weighted Assets (RWAs):
Credit Risk

Operational Risk

Total

Common Equity Tier 1 Capital Adequacy ratio

Tier 1 Capital Adequacy Ratio
Total Capital Adequacy Ratio
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2024

2023

——(RUpees in '000)--=ses=-

10,240,947 10,296,935

8,532,934 8,939,450
8,532,934 8,939,450
167,914 122,165
8,700,848 9,061,615
28,385,897 22,136,982
1,517,378 1,125,502
29,903,273 23,262 484
28.54% 38.95%
__29.10% 38.95%
29.10% 38.95%

As per amendments in Prudential Regulation (R-1) issued vide BPRD Circular No. 10 of 2015 dated 03 June 2015, the minimum capital requirement (MCR)
for Microfinance Banks operating at national level is Rs. 1 billion. In line with the SBP requirements, the Bank's eligible capital for MCR purposes includes
paid up share capital net of losses and balance in share premium reserve.

The Bank is required to maintain Capital Adeguacy Ratio (CAR) equivalent to at least 15% of its risk weighted assets,

For Capital adeguacy calculation, the Bank has adopted Standardised Approach for credit risk related exposures and operational nsk.

FINANCIAL RISK MANAGEMENT
Interest / mark-up rate risk

Interest rate risk is the risk that the value of the financial instrument will fluctuate due to changes in the market interest rates. The Bank's interest rate
exposure is low due to the short-term nature of the majority of business transactions. Optimization of yield is achieved through the Bank's investment
strategy which aims on attaining a balance between yield and liquidity under the strategic guidance of Asset and Liability Management Committee (ALCO).

Assets
Cash and balances with treasury banks
Balances with other Banks and NBFls

Advances

Liabilities
Borrowings
Lease liability against right-of-use assets

On balance sheet gap

Assets
Cash and balances with treasury banks
Balances with other Banks and NBFls

Advances

Liabilities
Borrowings
Lease liability against nght-of-use assets

On balance sheet gap

2024
Exposed to yield / interest risk
Effective Total Upto one One month Over six Over one
yield / interest month to six month month to year to
rate % one year five years
(Rupees)

5.00% 4,666 4,666 - - -
13.25 to 19.00% 1,847,719 1,847,718 - - -
43.74% to 53.67% 24,820,480 207,231 6,908,202 17,703,866 1,181

26,672,865 2,059,616 6,908,202 17,703,866 1,181
10.00%-20.00% 13,522,111 217,500 2,607,243 1,578,500 9,118,868
8.70% to 23.00% 318,805 - - 5,303 313,502
12,831,949 1,842 116 4,300,959 16,120,062 (9,431,188)
2023
Exposed to yield / interest risk

Effective Total Upto one One month Over six Over one

yield/ interest month to six month month to year to

rate % one year five years

(Rupees)

4.00% 1,327 1,327 - - -
16.00% to 21.00% 1,172,052 1,172,052 - -
46,76% to 53.67% 19,246,169 41,863 8,272,819 10,831,115 372

20,419,549 1,215,242 8,272,819 10,931,115 372
10.00%-20.00% 8,015,153 141,869 972 860 183,074 6,717,350
9.8% to 17.52% 189,752 - - 99,832 89,820
12,214,644 1,073,374 7,299,959 10,648,109 (6,806,798)

Above workings have been prepared on the basis of the earlier of repricing or contractual maturity of the instruments.
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Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur a financial loss. The Bank's
credit risk is primarily attributable to its advances, other receivable and balances at banks. The credit risk on liquid funds is limited because the counter
parties are banks with reasonably high credit ratings. The Bank has an effective loan disbursement and recovery monitoring system which allows it to
evaluate borrowers’ credit worthiness and identify potential problem loans. A provision for loan losses is maintained as required by IFRS 9 along with SBP
application instruction. Investments, if any, are made in government securities.

Exposure to credit risk
Credit risk of the Bank arises principally from bank balances, advances, and other assets.

In summary, the maximum exposure to credit risk as at 31 December was as follows:

2024 2023
Note Financial Maximum Financial Maximum
assets exposure assets exposure
(Rupees)

Cash and balances with banks 485 2,550,772 1,859,906 1,198,872 1,182,215
Advances & 25,074,619 25,074,619 19,472,691 19,472,691
Other assets 11 1,039,068 1,039,068 707,193 707,193

28,664,458 27,973,592 21,378,757 21,362,100
Bank balances
The analysis below summarises the credit quality of the Bank's balances below:

’ 2024 2023

Bank Long term Short term Amount Amount

(Rupees in'000) (Rupees in ‘000)

United Bank Limited AAA A1+ 1,087,759 1,023,750
MCB Bank Limited AAA A-1+ 1,150 1,648
National Bank of Pakistan AAA A1+ 6,405 1,552
Habib Bank Limited AAA A-1+ 1,752 1,482
Soneri Bank Limited AA- Al+ 36 33
Standard Chartered Bank (Pakistan) Limited AAA A1+ 394,186 3,183
Bank of Punjab AA+ Al+ 84 316
Pak Oman Investment Company Limited AA+ Al+ 106,000 130,000
Habib Metropalitan Bank Limited AA+ Al+ 262,512 -
Allied Bank Limited AAA Al+ 21,052 20,341
1,860,936 1,182,215

The above ratings are based on |atest evaluations by PACRA and JCR-VIS,
Operational risk

Operational risk is recognized as the risk of loss resulting from inadequate or failed internal processes, people and systems or from external events. To
mitigate this risk, the Bank has established a dedicated Risk Division responsible for implementing and regularly reviewing the effectiveness of its Enterprise-
wide Risk Management framework, palicies, and processes. The division formulates and enforces comprehensive risk management policies for assessing,
quantifying, and monitoring operational risks, ensuring that appropriate systems, plans, and procedures are in place. It also ensures that sufficient resources,
both technical and human, are allocated to operational risk managemant, with staff possessing the necessary expertise. Additionally, the division assesses
and monitors risks such as AML/CFT, legal, regulatory, and operational risks, advising the Board on risk appetite, strategy, and regulatory developments.
The division actively oversees the design and implementation of a compliance risk management program and ensures the regular review and approval of
risk assessment processes, timely monitoring of large exposures, and taking corrective actions in case of material breaches, thereby minimizing operational
risk within the Bank Quarterly reports are presented to the senior management.

Liquidity risk

Liguidity risk is the risk that the Bank will not be able to raise funds to mest its commitments. At present, the bank is not exposed to this risk as there is
sufficient cash placed with various commercial banks at the year end.

The Assets and Liability Management Committee (ALCO) of the Bank is responsible for the oversight of liquidity management and meets on a monthly basis
or more frequently, if required. The Bank's approach to liquidity management is to ensure, as far as possible, that it will always have sufficient liquidity to
meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risking sustained damage to business
franchises. A centralized approach is adopted, based on an integrated framework incorporating an assessment of all material known and expected cash
flows and the availability of collateral which could be used to secure additional funding if required. The framework entails careful monitoring and control of
the daily liquidity position, and regular liquidity stress testing under a variety of scenarios. These encompass both normal and stressed market conditions,
including general market crises and the possibility that access to markets could be impacted by a stress event affecting some part of the Bank's business.

-




Assets

Cash and balances with treasury banks
Balances with other Banks and NBFls
Advances

Property and Equipment

Right-of-use assets

Intangible assets

Deferred tax assets

Other assets

Liabilities
Borrowings
Lease Liabilities

Other liabilities

Net assets

Share capital
Reserves

Unappropriated profit

Assets

Cash and balances with treasury banks
Balances with other MFBs / banks / NBFis
Advances

Property and Equipment

Right-of-use assets

Intangible assets

Deferred tax assets

Other assets

Liabilities
Borrowings
Lease liabilities

36.5 Assets and liabilities - based on contractual maturity

Other liabilities
Net assets
Share capital

Reserves

Unappropriated profit

10,296,934
—_—
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2024
Over 1to Over3to 6 Over 6 to 12 Over1to2 Over2to5 Over §
Total Ut 4 Moty IMonths Months Months years years Years
(Rupees in '000)
697,327 697,327 - - - - - -
1,853,501 1,853,501 - - - - - -
24,820,480 206,650 1,456,974 5,504,334 17,652,340 1,181 - -
416,973 1,049 1,342 354 26,156 164,010 224,062 -
353,311 - - - 6,346 5,620 220,253 121,094
290,825 - - - 1,246 91,988 197,591
1,421,633 - - B - - 1,421,633 -
872,058 972,058 - - - - % &
30,826,107 3,730,585 1,457,316 5,504,688 17,684,842 172,057 1,957,934 318,685
13,522,111 217,500 352,452 2,265,620 1,578,500 3,552,267 5,655,772 -
318,805 - - - 5,303 4,697 184,076 124,729
6,744,246 - - 6,744,246 - - - -
20,585,162 217,500 352,452 9,009,866 1,583,804 3,556,963 5,739,848 124,729
10,240,945 3,513,085 1,104,864 (3,505,177) 16,101,038 (3,384,908) (3,781,914) 193,956
1,500,000
954,748
7,786,198
10,240,946
2023
Over 1 to Over3to 3 Over6to 12 Over1to2 Over2tos Over 5
Toun et Mot 3Months Months Months years years Years
(Rup in '000)
18,837 18,837 - - - - - "
1,180,035 1,180,035 - - - - - "
19,248 169 149,320 5,986,376 - 13,108,545 1,928 - -
427,151 - - - - 427,151 - -
225,018 8,852 16,002 22,635 38,935 73,191 10,375 55,026
126,160 - - - - 126,160 - -
1,231,325 - - - 1,231,325 - -
772,679 352,104 76,304 - 203,171 141,100 - -
23,227 372 1,709,148 6,078,682 22,635 13,350,651 2,000,855 10,375 55,026
8,015,153 141,868 - 972,860 183,074 - 6,717,350 -
188,752 5,566 12,186 18,051 30,252 58,888 55,805 9,004
4 725,533 1,891,621 - 369,488 1,741,404 623,020 - -
12,830,438 2,139,058 12,186 1,360,399 1,954,730 681,908 6,773,155 8,004
10,296,934 (429,908) 8,066,496 (1,337,764) 11,395,921 1,318,947 (6,762,780) 46,022
1,500,000
417,392
8,379,542
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38. Market risk

Market risk is the risk of changes in market ons that may adversely impact the value of assets or liabilities,
following @ negative impact on sarnings. Market risk mainly arises from trading activities carried out by Treasury
like borrowing. investments and client facilitating activities. To effectively manage Market Risk, a comprehensive
Risk Management Policy, encompassing market risk management, has been developed and approved by the Risk
Management Division. This policy outlines the relevant risk metrics. control measures, and strategies used for
prosictive management of market risk.

39. NON - ADJUSTING EVENTS AFTER BALANCE SHEET DATE

The Board of Directors have proposed a final dividend for the year ended 31 December 2024 of Rs. 1000 {2023:
Rs. 1,000) per share, amounting to Rs. 1,500,000,000 2023: Rs. 1,500,000,000) at their meeting heid on March
06,2025. This is in addition to Rs. 1,002 per share already declared during the year bringing the total dividend for
the year to Rs.2002 per share (2023: Rs. 1000) per share. The final appropriation is expected to be approved by
the shareholders in forthcoming Annual General Meeting. These financial statements do not include the effect of
this appropriation which will be accounted for in the financial statements for the year ending 31 December 2025.

40. GENERAL
40.1 The comparative information have been re-arranged and reclassified for comparison purposes.

40.2 Captions, as per format prescribed by SBP, in respect of which there are no amounts, have not been reproduced in
these financial statements, except for the captions of the statement of financial position and profit and loss

40.3 Figures have been rounded off to tha nearest thousand rupees, uniess otherwise specified.
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