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Director’s Report — For the Year Ended December 31, 2025

On behalf of the Board of Directors of Mobilink Microfinance Bank Ltd (MMBL/ the
Bank), we are pleased to present the Financial Statements for the year ended December
31, 2025.

Macroeconomics Review

The year 2025 marked a definitive period of consolidation for Pakistan's economy, reflecting a transition
from recovery to sustained macroeconomic stability. Strategic policy discipline led to a landmark fiscal
performance, characterized by a consolidated fiscal surplus of 1.0% of GDP during the first four months
of FY2026; a significant improvement over the previous year. This milestone underscored the
government’s unwavering commitment to prudent fiscal management and the successful implementation
of the IMF’s Extended Fund Facility (EFF).

The Monetary Policy Committee reduced the policy rate to 10.5% in December 2025, reflecting the
sustained decline in inflation throughout the year, supported by improved supply-side dynamics and
overall price stability. This easing of inflationary pressures strengthened purchasing power and economic
sentiment, while the State Bank of Pakistan’s continued accommodative stance; building on earlier rate
cuts; significantly lowered borrowing costs for the industrial sector, fostering a more competitive
investment environment and supporting broader economic recovery.

The external sector also exhibited notable strength, with the country’s total liquid foreign exchange
reserves climbing to $21 billion by late 2025. This buildup was bolstered by record-breaking worker
remittances, which reached $16.1 billion in the first five months of the fiscal year, a 9.3% increase over
the previous year. The Pakistani Rupee maintained a steady course, providing the predictability essential
for international trade and further strengthening investor sentiment.

The financial markets mirrored this broader economic stability, with the Pakistan Stock Exchange (PSX)
reaching unprecedented heights. The KSE-100 index closed at 174,472 points by December 2025,
delivering a remarkable annual return of 51%. This rally, driven by a bullish momentum and robust
corporate earnings, positioned the PSX as a global leader in market performance and a beacon of
Pakistan's economic transformation.

Pakistan also achieved critical milestones in its global economic standing through structural reforms and
improved governance. International credit rating agencies, including Fitch, upgraded Pakistan’s
sovereign rating to 'B-, citing the country’s strengthened debt profile and the extension of the Average
Time to Maturity (ATM) of domestic debt. These improvements, combined with significant strides in the
digitalization of the tax base, have created a more resilient and transparent economic framework.

Looking ahead to 2026, policymakers remain focused on sustaining the economic momentum achieved
in 2025, with key priorities centered on export diversification, narrowing the current account deficit, and
maintaining fiscal discipline. The progress witnessed during the year reflects the resilience of Pakistan's
economy and the effectiveness of its reform agenda, supported by stabilized macroeconomic
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fundamentals and an improved sovereign outlook. With continued emphasis on industrial recovery and
fiscal sustainability, Pakistan is well positioned to transition into a phase of inclusive growth and long-
term prosperity.

Industry Review

The microfinance sector in Pakistan remains a critical driver of financial inclusion, offering essential
services to underserved populations, including agricultural workers, small-scale entrepreneurs, and rural
households. By leveraging innovative credit evaluation methods and blending traditional branch networks
with digital banking solutions, the sector continues to enhance accessibility, particularly in remote areas.
Its shift toward asset-based financing and hire-purchase models underscores its role in fostering small-
scale business growth and economic resilience.

In 2025, the microfinance sector in Pakistan demonstrated resilience and adaptability amidst
compounding climate-related disasters. Most notably, the record monsoon floods and extreme
heatwaves dealt a severe blow to the sector by directly eroding the financial stability of its most vulnerable
participants. Through the implementation of proactive risk-mitigation strategies and debt-restructuring
frameworks, the sector successfully navigated these environmental and macroeconomic hurdles,
offsetting the strain on borrower repayment capacity to maintain a steady upward growth trajectory. By
December 2025, the industry reported approximately 11.8 million active borrowers, representing a
substantial portion of the financially underserved population. The sector's total loan portfolio reached
PKR 757 billion, reflecting its ongoing efforts to bridge financial gaps, enhance financial stability, and
promote economic inclusion. Women continued to play a vital role in the sector, comprising a significant
share of borrowers, which highlights the industry's commitment to gender inclusivity and the
empowerment of women entrepreneurs.

A pivotal development in 2025 was the sector's push toward digitalization. New fintech solutions,
including mobile applications and digital platforms, streamlined loan processes, enhanced efficiency, and
promoted financial literacy among borrowers. The microfinance sector also demonstrated strategic
foresight by diversifying its portfolio to include Micro, Small, and Medium Enterprises (MSMEs). This
expansion enabled institutions to mitigate risks associated with traditional micro-lending while supporting
the growth of emerging businesses. Partnerships between microfinance institutions and technology
providers further enhanced the sector's ability to meet the evolving needs of its clients.

Sustainability also took center stage, with green financing initiatives encouraging environmentally
responsible practices, particularly among rural borrowers. These efforts align with the sector's broader
commitment to sustainable development and its role in empowering communities.

Despite challenges, the microfinance sector remains a cornerstone of Pakistan's economic framework,
contributing significantly to financial inclusion and poverty alleviation. Its resilience in navigating
operational and economic challenges, combined with its innovative and client-centric approach, positions
the industry as a vital player in driving national economic growth.

As Pakistan looks forward to 2026, the microfinance sector is poised to deepen its impact through

enhanced digitalization, improved risk management practices, and expanded partnerships. These
initiatives will further strengthen its ability to empower underserved communities, foster inclusive growth,
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and contribute to the country’s long-term socio-economic development.

Government Policies Impacting the Microfinance Sector and Recommendations

The microfinance sector in Pakistan in 2025 continues to face structural challenges that limit its full
potential for financial inclusion. While macroeconomic indicators show signs of stabilization, loan size
limits set by the State Bank of Pakistan have not fully adjusted to the cumulative impact of previous
inflation, restricting the growth of micro-enterprises. High operational costs, exacerbated by the fiscal
burden of being taxed at the same rate as large commercial banks, remain a significant hurdle for
Microfinance Banks (MFBs). Furthermore, the sector faces emerging challenges, including the high cost
of cybersecurity compliance, a digital divide in rural connectivity, and the lack of a standardized
framework for Al-driven alternative credit scoring. These issues, combined with inadequate recovery laws
and a lack of specialized "green" liquidity facilities, impede the sector's ability to support a climate-
vulnerable population.

To foster a more resilient and inclusive environment, it is recommended that the government implement
a dynamic, inflation-indexed approach to loan limits and introduce a concessional tax regime for MFBs
to encourage rural outreach. Digital microfinance can be significantly advanced by lowering the costs of
biometric verification and incentivizing the adoption of the RAAST instant payment system for micro-
transactions. Strengthening the regulatory framework to include specialized micro-recovery tribunals and
a modemized registry for moveable assets is essential for sustainable lending. Additionally, the
government should introduce sovereign-backed refinancing schemes for climate-smart agriculture and
women-led micro-businesses to ensure the sector contributes effectively to national economic stability
and poverty alleviation.

Such measures would enable microfinance banks to better serve underserved communities, promote
economic development, and contribute to poverty alleviation in Pakistan.

Regulatory Developments — Enhancement of Loan Size Limits

During the year, the State Bank of Pakistan introduced amendments to the Prudential Regulations for
Microfinance Banks, increasing the maximum permissible loan size to PKR 5 million. This regulatory
enhancement represents a significant step toward aligning financing limits with prevailing economic
realities and supporting the evolving needs of growth-oriented micro and small enterprises. The revised
limit is expected to enable MFBs to deepen their engagement with established micro-entrepreneurs,
facilitate graduation into the SME segment, and support productive lending in key sectors such as
agriculture, services, and small-scale manufacturing, while maintaining prudent risk management
standards.
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Financial Performance

Despite facing unprecedented challenges, our team at Mobilink Microfinance Bank has demonstrated
unwavering resilience, an unshakable commitment to ethical values, and a steadfast drive to achieve our
strategic objectives. While the financial landscape remained complex, we continued to push boundaries,
leveraging our strengths to facilitate financial inclusion across the country, even in its most remote areas.
Our focus on inclusive digital and financial offerings has allowed us to make a meaningful impact,
ensuring that individuals and businesses, particularly those previously underserved, have access to
financial services that empower them.

As we mark the Bank’s 13th year of operations, we reflect on a year that tested our endurance but also
strengthened our resolve. We incurred a net profit of PKR 2.4 billion, despite climate-related disasters,
and sector- wide pressures affecting asset quality and repayment behavior. Our operational progress
and strategic initiatives positioned us to navigate these challenges effectively. Additionally, we generated
a staggering PKR 89.5 billion in revenue, marking a growth of 32.8% from the previous year. Our total
assets grew by 41.3% to PKR 261,888 million, reflecting the trust our customers place in us and the long-
term potential of our business model.

Currently, we operate with 124 branches nationwide, consistently expanding our reach to serve an ever-
growing customer base. Our loan and customer deposit portfolios saw year-on-year growth of 38.2% and
38.1%, respectively, demonstrating our commitment to enabling access to credit while maintaining strong
asset quality. We also worked diligently to improve the productivity of our extensive network, ensuring
operational efficiency and sustainable growth.

Looking ahead, we remain committed to leveraging our unique position as a leading digital microfinance
service provider to drive expansion and innovation. Our future plans are centered around enabling more
small and medium enterprises (SMEs) with seamless financial solutions, particularly women-led
businesses, while also focusing on fostering green financing initiatives.

A landmark achievement in 2025 was the official launch of our Islamic Banking services, which introduced
Shariah-compliant products tailored to the ethical and religious preferences of our customers. This
strategic expansion, featuring flagship offerings like Takmeel, Yageen, and Umeed, has allowed us to
access previously underserved market segments and deepens our commitment to providing inclusive
financial solutions. By aligning our product suite with Shariah principles, we have significantly broadened
our reach and reinforced our position as a versatile leader in the microfinance sector.

To support our rapid digital scaling, we successfully executed a comprehensive upgrade of our core
banking infrastructure to a more agile, cloud-native system. This technological leap has significantly
enhanced our processing capabilities and facilitated faster digital onboarding, ensuring that our systems
remain robust, secure, and resilient against evolving cyber threats. By prioritizing this backend
excellence, we have fortified our operational efficiency, allowing us to deliver a more stable and high-
performance banking environment for both our employees and our customers.

Our premium digital platform, DOST, evolved into a sophisticated "phygital" ecosystem in 2025,
seamlessly bridging the gap between digital convenience and our physical branch network to better serve
a diverse clientele. A key driver of this year's growth was the expansion of our quick nano-loan portfolio,
which utilized advanced credit scoring to with near-instant liquidity. This focus on hyper-convenience and
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rapid credit access has not only boosted digital engagement but has also solidified DOST's position as
the primary financial touchpoint for the unbanked and underbanked populations.

This year reinforced our resilience and adaptability. We are confident that our strategic direction,
combined with the dedication of our team, will enable us to recover strongly, drive sustainable growth,
and continue making a significant impact on financial inclusion in Pakistan.

Following are the significant financial highlights of the Bank:

Financial Highlights | 2025 2024

| ---- Amount in PKR ‘000’ ---
Net Mark-up/Interest Income 55,902,354 40,504,965
ECL Allowance (20,592,617) (20,177,149

| Net Mark-up/Interest Income after 35,309,737 20,327,816
provisions
Non-Mark-up/Non-Interest Income 22,820,734 14,408,425
Total income 58,130,471 34,736,241
Non-Mark-up/Non-Interest Expenses (54,507,721 (37,825,270
Profit / (Loss) before tax 3,622,751 (3,089,029

| Taxation (1,231,639 1,256,331
Profit / (Loss) after tax 2,391,112 (1,832,698)
Earnings per share (Rupees) 5.79 (6.75)

Cl ato U 24

Number of Branches 124 113
Number of Branchless Banking Agents 313,827 282,502
Active Borrowers 3,801,389 3,241,692

| Gross Loan Portfolio (PKR in millions) 102,925 74473

| No. of Depositors 58,125,313 49,197,695

| Deposits (PKR in millions) _ 213,933 | 154,951

In 2025, Mobilink Microfinance Bank remained steadfast in executing its digital transformation and
strategic initiatives, reinforcing its commitment to financial inclusion. The Bank continues to serve 3.8
million active loan clients (2024: 3.2M) and 58.1 million deposit customers (2024: 49.2M), while steadily
expanding its operational footprint with the deployment of 110 ATMs across the country. Looking ahead,
the Bank is set to further expand its network and enhance its digital financial services, aiming to create a
more accessible and inclusive financial ecosystem. Key strategic priorities for 2025 include empowering
SMEs, promoting women-led enterprises, advancing green financing solutions, and strengthening Islamic
banking services. With a sharpened focus on innovation and sustainability, the Bank is poised to drive
meaningful impact and long-term growth in the industry.

Our product portfolio witnessed further strategic expansion, introducing four pivotal new offerings;
anchored by the launch of our Shariah-compliant Islamic Banking suite and the specialized Freelancer
Loan Scheme, designed to meet the diverse financial needs of our customers. Continuous upgrades to
our premium digital financial services platform, DOST, fueled substantial growth in active users, while
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the DOST Corporate Portal achieved an 86% year-on-year growth in enterprise adoption, underscoring
our commitment to digital innovation and superior customer experiences. Furthermore, our intensified
focus on human capital development resulted in more than 835K collective learning hours, empowering
our workforce with the specialized digital and analytical skills necessary to lead in the 2026 financial
landscape.

Financially, we expanded our lending portfolio to PKR 102.9 billion in 2025, with an average loan size of
PKR 455K for conventional loans and PKR 5,105 for nano loans. Notably, 47.4% of the portfolio is fully
secured, reflecting our strong risk management framework and commitment to sustainable, innovative
lending practices. This growth underscores our dedication to financial inclusion.

In 2025, the Bank's Enterprise portfolio accounted for 36% of the Gross Loan Portfolio (GLP), reaffirming
our commitment to poverty alleviation and entrepreneurial empowerment across Pakistan. As of
December, total deposits reached PKR 214 billion, reflecting an impressive 38.1% growth compared to
the previous year. Likewise, the Bank recorded a 32.8% year-on- year revenue growth, driven by a strong
focus on SME financing particularly for women-led micro-enterprises while advancing sustainability
initiatives through dedicated financing for solar energy solutions.

Customer Experience (CX)

During the year, the Bank continued to strengthen its customer experience framework with a clear focus
on accessibility, service quality, and trust across all customer touchpoints. CX initiatives were embedded
across branch banking, digital channels, and customer support functions, supported by clearly defined
service standards, turnaround times, and continuous monitoring mechanisms. Particular emphasis was
placed on simplifying customer journeys, enhancing transparency in product disclosures, improving
complaint resolution processes, and leveraging digital solutions to reduce friction and improve
convenience. Regular customer feedback, quality assurance reviews, and root-cause analysis of
complaints informed targeted process improvements and staff capacity building. These efforts reflect the
Bank’s commitment to delivering a consistent, inclusive, and customer-centric banking experience while
maintaining strong regulatory compliance and operational discipline.

Industry Linkages
Jazz Cash:

JazzCash continued to strengthen its position as Pakistan's leading digital financial services platform
during 2025, reflecting sustained growth in scale and usage. As at December 31, 2025, the platform
served an estimated 57 million customers, demonstrating broad-based adoption of digital financial
services across both urban and rural markets. During the year, JazzCash processed an estimated gross
transaction value of approximately PKR 15 trillion, highlighting its pivotal role in advancing digital
payments and reducing reliance on cash-based transactions. Financial inclusion remained a key focus,
with high volumes of digital micro-lending exceeding 200,000 loans per day on average in Q4 2025 and
welfare and social disbursements of over PKR 100 billion, supporting transparent and efficient delivery
of public funds. With a merchant ecosystem exceeding 850,000 Raast-enabled QR merchants, JazzCash
continues to play a significant role in expanding access to formal financial services and supporting
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Pakistan’s evolving digital payments infrastructure.
Women Inspirational Network:

0 The Women Inspirational Network (WIN) program continues to serve as

our flagship platform for advancing women's financial inclusion,
WN entrepreneurship, and gender-intelligent design. It has become a visible
champion of positive change for both internal and external audiences,
Women Insprational Network topping the Banking on Equality (BOE) scorecard for the third consecutive

year. To anchor this leadership, the Bank has signed a commitment with
the SBP and ADB to promote women in the SME sector through initiatives
focused on leadership, action, and gender-segregated data, placing
gender finance at the forefront of industry development.

The Research & Development team at Mobilink Microfinance Bank conducts regular surveys and
design sprints through its branch network to gain deeper insights into its diverse customer base. This
approach results in bespoke, context-sensitive financial solutions meticulously tailored to meet the
evolving needs of women. Our Bint-e-Hawa (Daughter of Eve) loans, exclusively for female micro-
entrepreneurs in the trading, manufacturing, and services sectors, have been further enhanced. The
portfolio is no longer restricted to gold collateral, and the 1% subsidy now applies to all female
customers across all loan products. To overcome barriers to digital inclusion, we have introduced
smartphone bundling; allowing access to devices up to 15% of the loan value; and piloted a program
with Jazz to provide 500 free handsets to women availing loans of PKR 1Mn+.

To support this growth, MMBL has internalised a fully gender-intelligent financial ecosystem. The
Bank now mandates sales-focused gender training for all frontline staff to build trust and strengthen
women-centric customer journeys. Our “Incremental Growth and Acquisition” strategy, which has
successfully reached a portfolio of 296,867 women customers, is further bolstered by real-time
dashboards that enable immediate course correction and data-driven decision-making.

MMBL has upskilled over 20,000 women on financial literacy through on-ground trainings in
collaboration with grassroots organizations. To further amplify our impact, the WIN Incubator the first
of its kind in the microfinance industry has now completed two cohorts, facilitating 30+ women-led
businesses and deploying PKR 4 million in grant funding in collaboration with CARE and Mastercard.
We are now scaling this ecosystem through strategic partnerships with NIC Sialkot and WISE to
broaden the entrepreneurship pipeline. Additionally, the Bank has launched the Climate Challenge
Cup, an innovation challenge targeting the gender—climate nexus, which engages women
entrepreneurs in green innovation and provides financing for winning ideas.

These initiatives are complemented by large-scale programs with Partner organizations such as
CARE, aimed at bringing approximately 95,000 women into the financial fold by 2027. These
programs provide essential wraparound services, including subsidized SIMs and free OPD health
coverage, to address real-world constraints. Furthermore, our groundbreaking “The Invisible Heirs”
digital campaign and the inheritance calculator on the Dost app continue to drive systemic change.
Analysis illustrates a 103% increase in accounts opened, 31% higher female engagement, and the
calculator being used 161% more than any other feature, reinforcing MMBL's role as a leading
stakeholder in Pakistan’s gender finance landscape and an emerging reference model for the region.
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Environmental, Social, and Governance (ESG):

The Bank has consistently embedded Environmental, Social, and Governance (ESG) principles into its
core operations, aligning financial inclusion with sustainability and responsible banking. To reinforce this
commitment, the Bank continues to scale its "Change to Sustain" program, a dedicated initiative designed
to integrate sustainability into our daily operations and foster the development of climate-resilient
communities.

Building on the foundation of our comprehensive carbon emissions inventory, the Bank has now invested
in an ESG Suite to automate and streamline carbon emission calculations, enabling data-driven
decarbonization efforts. As part of this agenda, 43 branches have been solarized to date, doubling our
solar footprint since last year. Furthermore, the Bank has transitioned its Dunning Letter process to a fully
digital system, enhancing environmental sustainability through paperless innovation. To ensure these
principles are ingrained within our corporate culture, we launched a comprehensive ESG capacity-
building program in 2025, successfully training 87% of Head Office employees and 67% of branch-level
staff.

The Bank remains dedicated to expanding its climate-focused product portfolio to mitigate risks and
support financial resilience. By December 2025, the Bank extended PKR 2.8 billion in green financing.
Notably, the E-Bike loan facility, which was in the preparatory phase last year, is now fully operational
and has seen successful uptake, contributing significantly to our green portfolio alongside solar financing.
We are also deeply committed to supporting climate resilience at the grassroots level. To this end, we
have successfully trained 2,022 female farmers on climate-smart agricultural practices to equip them with
the tools for long-term resilience and economic independence.

Socially, our Corporate Social Responsibility (CSR) initiatives are anchored in catalyzing transformative
impact through a thriving ecosystem of empowered women and resilient businesses. In 2025, the Bank
contributed PKR 4.3 million to WWF-Pakistan to install a solar-powered water purification system in Gilgit-
Baltistan, providing clean drinking water to over 800 female students. Additionally, we contributed PKR
3.56 million to Zindagi Trust to solarize the Digital Arts Lab at a government girls’ secondary school in
Karachi, ensuring uninterrupted access to digital education despite the ongoing energy crisis. The Bank’s
governance framework remains built on transparency, ethical banking practices, and regulatory
compliance, ensuring responsible growth while prioritizing customer-centric innovation.

Awards & Accolades

In 2025, the Mobilink Bank family exhibited exceptional resilience and empathy, navigating a complex
operating environment with unwavering dedication. Our collective efforts to bridge the financial divide
have been recognized through several prestigious accolades, most notably being ranked as the top
performer in the State Bank of Pakistan’s (SBP) ‘Banking on Equality’ Scorecard for the third consecutive
year. This sustained recognition underscores our pivotal role in leading the national discourse on
women’s financial inclusion and digital empowerment.

Our commitment to innovation and sustainability was further validated at the 22nd Annual Excellence
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Awards by CFA Society Pakistan, where the Bank secured the 'Best Digital Banking Services' award for
the third year running, alongside being recognized as the Runner-Up for 'Best ESG Reporting'.
Furthermore, the Bank’s impact in climate action earned national recognition as the 1st Runner-Up in the
‘Green Finance and Investment’ category at the inaugural OICCI Climate Excellence Awards 2025. On
the international stage, the ‘Invisible Heirs' campaign continued to garner acclaim, receiving the
prestigious GLOMO Award for 'Best CMO Marketing Campaign' at the GSMA’s Global Mobile Awards
and a Silver award at Dubai Lynx.

Within the VEON group, the Bank was honored with the ‘Purpose Drives Us' award at VEON Ignite 2025,
highlighting our success in championing inclusion at every level of the organization. Reinforcing our
status as a preferred employer, Mobilink Bank further strengthened its position as a champion of
Diversity, Equity, and Inclusion (DEI) by securing all 15 categories at the Global Diversity, Equity, and
Inclusion Benchmarks (GDEIB) Awards 2025. This remarkable achievement is complemented by the
Bank being recognized as a 'Top Employer' for 2026. Notably, Mobilink Bank remains the first and only
bank in Pakistan to receive the Top Employer certification for two consecutive years, a validation of our
world-class workplace culture and the continuity of our robust people practices.

Transfer to Reserve

As per the requirements of Microfinance Institution Ordinance, 2001 and the Prudential Regulations for
Microfinance Banks issued by the State Bank of Pakistan, the Bank is required to transfer an amount
equivalent to 20% of profit after tax to the statutory reserve and 5% of profit after tax to the Depositors'
Protection Fund (PKR 478.2 million and PKR 119.6 million transferred to statutory reserves and
depositors protection fund respectively). As of December 31, 2025, the Statutory Protection Fund stands
at PKR 1,645 million and DPF stands at PKR 684 million.

Minimum Capital Requirement (MCR) & Capital Adequacy Ratio (CAR)

The Bank remained well above the MCR of PKR 2 billion, with a surplus of PKR 10.5 billion as at year
end. The Bank also maintained the CAR requirement of 15% throughout the year; the Bank’s CAR stood
at 19.53% as at December 31, 2025.

During the year ended December 31, 2025 the parent company VEON Microfinance Holding B.V. (A
group company of VEON Group) reaffirmed its confidence in Pakistan's microfinance sector and Mobilink
Microfinance Bank by investing USD 20 million in fresh capital to support the bank’s strategic ambitions.
This investment will enable Mobilink Bank to expand its MSME financing portfolio, explore Islamic
banking opportunities, and accelerate its transformation into a technologically advanced digital bank.
Mobilink Bank is leveraging these funds to enhance operational capabilities, broaden its outreach, and
introduce innovative digital solutions, with a strong focus on underserved and unbanked communities.
The Bank remains committed to fostering financial inclusion and driving socio-economic progress,
aligning with VEON’s vision of empowering communities through technological innovation and
sustainable development. The Bank has received an advance against issuance of 224,932,620 shares
at a price of PKR 24.95 per share, comprising a par value of PKR 10 and a premium of PKR 14.95 per
share, based on the breakup value as of 30 June 2025. The shares will be issued after fulfilling all the
regulatory requirements.
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To augment the Capital Adequacy, in 2022 the Bank issued Privately Placed, Fully Paid Up, Unsecured
Subordinated Debt Instruments, rated in the Nature of Tier || Capital Term Finance Certificates amounting
to PKR 2,000 million (Rupees two billion only). The credit rating of the instrument assigned by Pakistan
Credit Rating Agency (PACRA) is A-.

Credit Ratings of the Bank

In 2025, the Bank’s credit ratings were re-affirmed by PACRA at A/A1 for long term and short term
respectively.

Controls Framework

The Bank's management is responsible and is accountable for establishing and maintaining a robust
internal control system, encompassing comprehensive policies and procedures. Regular evaluations are
conducted to assess the system's effectiveness and to review critical policies, ensuring alignment with
industry best practices and regulatory standards. To enhance oversight and maintain independence, the
Bank has instituted specialized Board Sub-Committees that provide focused supervision and strategic
guidance in key governance areas.

Registered Office

The registered office of the Bank is: Mobilink Bank DHQ-II, 1-B Kohistan Rd, F-8 Markaz, Islamabad,
Pakistan.

Statement of Corporate Governance

1. Appropriate accounting policies have been consistently applied in the preparation of the financial
statements and any changes have been adequately disclosed.
The Bank has followed all accounting standards as applicable to the microfinance banks in Pakistan.
The system of internal control is sound in design and as a continuous process, efforts are made to
effectively implement the internal control systems.
4. There are no doubts about the Bank's ability to continue as a growing enterprise.
5 This statement is made in accordance with the requirements set out in the Corporate Governance
Regulatory Framework issued by the State Bank of Pakistan.
6. The board has constituted the following four committees which have defined terms of reference, these
committees play a pivotal role in ensuring effective governance and com pliance within the Bank:
a. Board Audit Committee (BAC)
b. Board People Committee (PC)
c. Board Information Technology Committee (BITC)
d. Board Risk Management & Compliance Committee (BRMCC)

G 1O
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During the year, Four Board of Directors Meetings were held. The attendance at these meetings was
as given below:

Meetings held

: : ; during tenure| Meetings
Names of Directors | Designation Attondad

Mr. Aamir Hafeez Ibrahim Non-Executive Director 4

g;.al::gﬁg?yl\ﬂahmood Chief Executive Officer/President 4 = ‘
Mr. Salman Sarwar Butt Independent Director 4 4

Ms. Ayla Majid Independent Director 4 4

Mr. Syed Muhammad Talib | Non-Executive Director 4 4

Rizvi

Mr. Farrukh Hussain Khan Non-Executive Director 4 4

Mr. Syed Ali Naseer Non-Executive Director 4 4

Change in Composition in Board of Directors

There were no changes in the composition of the Board of Directors during the year 2025.

Board Performance Evaluation

Mobilink Bank’s Board has opted for an annual evaluation of the Board and its Committees, carried out
by the Pakistan Institute for CorBorate Governance. The evaluation assesses performance both as a
Board as well as at the individual Director level. The evaluation covers assessment of Board composition,
strategic planning, Board & CEO effectiveness, Board information, Board Committees, Board procedures
and the control environment.

Process of Appointment and Nomination of Board members

Directors are elected by the shareholders of the Bank for a term of three years. Any casual vacancy on
the Board is filled by the Board of Directors in accordance with the Bank’s Articles of Association and
applicable laws and regulations. Nominations for Board membership are reviewed and recommended by
the Board People and Remuneration Committee (BPRC). All Directors are subject to approval by the
State Bank of Pakistan in line with its Fit and Proper Test (FPT) criteria, including the additional
requirements applicable to independent directors, where relevant.

Training programs attended by Directors

Majority of the Directors have successfully completed an SECP approved Directors’ Training program
and are certified as Directors.

Composition of the Board and Board Committees

The Board has formed the following four Committees for support in providing strategic direction and

enhanced oversight. The Board Committees function as per their respective, well-defined Terms of
Reference (TORs) approved by the Board. A brief description of the functions of each sub-committee,
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inter alia, is as follows:

1.

Board Audit Committee (BAC): The Audit Committee assists the Board in fulfilling its oversight
responsibilities of the Bank’s corporate governance processes. The Audit Committee will review
the adequacy and effectiveness of the Bank's internal control environment including operational
controls, integrity and adequacy of financial reporting system, compliance and risk management
framewaork, review and appraise the audit efforts of the Bank’s external auditors and internal audit
function: and review the Bank’s process for monitoring compliance with relevant laws and
regulations emanating from time to time.

Below is the list of members that make up the Committee:

e Chairperson: Mr. Salman Sarwar Butt
e Member: Ms. Ayla Majid

People Committee (PC): The purpose of the Committee is to ensure that the Bank’s senior
compensation and remuneration practices are fair, transparent, and aligned with both the Bank's
and the VEON Group's overall business strategy and long-term goals. The Committee also
provides oversight to review proposals regarding the hiring, benefits, perks or fringe benefits
packages, performance alignment, development, and succession planning for the Bank's senior
management team (CEO -1) and any other positions recommended by the Committee.

Below is the list of members that make up the Committee:
e Chairperson: Mr. Syed Ali Naseer

e Member: Mr. Aamir Hafeez lbrahim
e Member: Ms. Ayla Majid

3. Board Information Technology Committee (BITC): The Board IT Committee supports the

Board of Directors by aligning technology and digital strategies with the bank’s corporate
objectives. Its primary responsibilities include establishin?1 governance frameworks, managing
integrated technology risks, and recommending policies that ensure operational resilience and
regulatory compliance. Additionally, the committee oversees resource allocation, monitors major
IT projects, and ensures the bank maintains the necessary expertise and audit functions to
support its technological needs.

Below is the list of members that make up the Committee:

e Chairperson: Mr. Syed Ali Naseer
e Member: Mr. Salman Sarwar Butt
e Member: Mr. Syed Muhammad Talib Rizvi

Board Risk Management & Compliance Committee (BRMCC): The Committee is tasked with
guiding and supervising the Board on matters of risk governance, exposure, and tolerance. It
fosters a high-compliance culture centered on integrity while ensuring the Bank’s internal controls
and assurance mechanisms remain robust and aligned with its risk profile. Additionally, the
Committee identifies emergin%ﬂrisks, oversees the Information Security function, and monitors the
Compliance Committee of Management (CCM) to ensure effective remediation of non-
compliance or control weaknesses.

Below is the list of members that make up the Committee:

e Chairperson: Mr. Salman Sarwar Butt
e Member: Mr. Syed Muhammad Talib Rizvi
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During the year, following committee meetings were held. The attendance of these meetings was as
given below:

of D 0
d q 8
9 a C 8
d d e d o d e dd d 0 e d 8 qd e o

2 ded ded Attended end

Mr. Aamir Hafeez Ibrahim N/A N/A N/A N/A N/A N/A 4 4
Mr. Haaris Mahmood

Chaudhary 4 3 4 4 4 4 4 4

Mr. Salman Sarwar Butt 4 4 4 4 4 4 N/A N/A
Ms. Ayla Majid 4 4 N/A N/A N/A N/A 4 4

Mr. Syed Muhammad Talib Rizvi N/A N/A 4 4 4 4 N/A N/A
Mr. Farrukh Hussain Khan N/A N/A N/A N/A N/A N/A 4 2
Mr. Syed Ali Naseer N/A N/A N/A N/A 4 3 4 3

Principle Risk & Uncertainties

The banking sector in Pakistan is subject to rigorous regulations, with the State Bank of Pakistan (SBP)
closely monitoring the operations of each unit through frequent inspections. The SBP also imposes
various stress indicators, including the Minimum Capital Requirement (MCR), Capital Adequacy Ratio
(CAR), Cash Reserve Requirement (CRR), and Statutory Liquidity Reserve (SLR), to ensure that banks
are meeting regulatory standards. Our bank has remained compliant with all regulatory requirements
throughout 2025 while maintaining high-quality asset portfolios and industry-standard liquidity, stress,
and delinquency ratios despite the evolving macroeconomic environment.

Risk Management Framework

The Bank maintains a comprehensive risk management framework designed to identify, assess, monitor,
and mitigate risks arising from its business activities. The framework is aligned with regulatory guidelines
issued by the State Bank of Pakistan and is supported by clearly defined governance structures, policies,
and limits approved by the Board. Key risk categories including credit, market, liquidity, operational,
compliance, and information security risks, are managed through a combination of preventive controls,
independent oversight, and regular monitoring. The effectiveness of the framework is reinforced through
periodic stress testing, internal controls, and continuous reporting to senior management and the Board,
ensuring that risks remain within the Bank's approved risk appetite while supporting sustainable growth.
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Events after Balance Sheet Date

There have not been any material events that occurred subsequent to the date of the Balance Sheet that
require adjustments to the enclosed financial statements, except those which have already been made
or disclosed.

Holding Company

VEON Microfinance Holding B.V is the holding company with its head office in Amsterdam, Netherlands,
controlling 413,196,413 i.e. 99% shares (2024: 99.99%) of the Bank. The Bank has received an advance
payment for the issuance of 224,932,620 shares at PKR 24.95 per share, comprising a par value of PKR
10 and a premium of PKR 14.95 per share, based on the breakup value as of 30 June 2025. The shares
will be issued upon fulfillment of all regulatory requirements.

Pattern of Shareholding

The pattern of shareholding of the Bank as of December 31, 2025, as required under Companies Act,
2017, is as follows:

244 arenolae 0. O dl e ?
dlfenolde darenoid 8
1 Veon Microfinance Holding B.V * 413,196,413 99.99%
. . Less than
2 Veon Pakistan Holding B.V 2 0.001%
_ Less than
73 Telecom Management Limited 2 0.001%
4 International wireless Less than
- Communication 1 0.001%
Total 413,196,418 100%

* The Bank has received an advance payment for 224,932,620 shares at PKR 24.95 each (par value
PKR 10, premium PKR 14.95), based on the breakup value as of 30 June 2025. Issuance will proceed
upon completion of regulatory requirements.

Auditors

The current auditors, Messrs. Yousuf Adil & Company., Chartered Accountants, retire and are eligible for
reappointment. Accordingly, the Board of Directors, on the recommendation of the Board's Audit
Committee, recommends the re-appointment of Messrs. Yousuf Adil & Co., Chartered Accountants,
Chartered Accountants, as the auditors of the Bank for the financial year 2026 at a fee of PKR 5.5 million
with out-of-pocket expenses and taxes to be paid at actuals.
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Future Outlook:

Mobilink Bank remains steadfast in its mission to financially and digitally empower every Pakistani, with
a particular emphasis on supporting small and medium-sized enterprises (SMEs) and women
entrepreneurs. As Pakistan's leading digital microfinance institution, we are dedicated to fostering long-
term growth through innovative solutions and by addressing emerging challenges.

Strengthening the lives of the everyday woman remains at the heart of our purpose and strategy. Through
initiatives such as the WIN Incubator, financial literacy programs, and the Inheritance Calculator, we have
enabled thousands of women to take charge of their financial futures. In 2026, we will continue to deepen
our commitment, dismantling cultural barriers and creating new opportunities for women to lead as the
architects of Pakistan's economic and social renaissance.

The Bank is dedicated to enhancing customer experiences through strategic technological
advancements. By integrating advanced technologies such as Al-driven analytics, we aim to enhance
accuracy and security in our services. Our digitization strategy focuses on streamlining processes to
boost operational efficiency, enabling real-time decision-making to swiftly adapt to market dynamics, and
refining customer interfaces to provide a seamless and user-friendly experience. By embedding digital
solutions across all functions, we strive to reduce operational costs, improve data accuracy, and support
scalable growth, ensuring we remain competitive in a rapidly evolving financial landscape.

In 2026, we are accelerating the expansion of our Islamic Banking operations following its successful
launch. This strategic phase involves further scaling our capital structure to support Shariah-compliant
growth, maintaining robust financial controls to ensure continued adherence to Islamic banking principles,
and broadening our frameworks for profit-sharing models and asset-backed financing to offer an even
wider array of diversified financial products. With the support of our Board and Group stakeholders, we
will allocate resources to ensure this growth continues while maintaining strong financial health. This
initiative will further diversify our revenue streams and enable us to penetrate new markets, driving
sustainable financial growth aligned with our long-term objectives.

In all our successes, our commitment to ethics and integrity remains our guiding light. These values
define who we are and underpin the trust we have built. | urge every one of you to uphold these principles
with pride. Should you face any challenges, our Speak Up Channels provide a confidential space to
safeguard your voice and uphold our unfaltering commitment to transparency and accountability.

MMBL is steadfast in its commitment to sustainability and is poised to significantly enhance its green
financing initiatives in the coming years. Our strategic focus is on empowering small and medium-sized
enterprises (SMEs) and women entrepreneurs by providing them with accessible funding for eco-friendly
projects. This approach not only contributes to environmental preservation but also fosters long-term
business growth and resilience.

In collaboration with partners like GROWTECH Services, MMBL plans to expand its support to the
underbanked population by offering digital banking services, and financing for sustainable energy
solutions such as solar tube wells. These initiatives are designed to boost productivity and provide
sustainable energy solutions, helping farmers manage resources more efficiently.
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Looking ahead, MMBL is dedicated to amplifying these efforts, thereby driving substantial positive change
and actively contributing to the achievement of the United Nations Sustainable Development Goals
(SDGs). By integrating sustainability into our core operations and expanding our green financing portfolio,
we aim to play a pivotal role in promoting financial inclusion and environmental sustainability across
Pakistan.

Growth, as we see it, is not merely about speed but about purpose, about asking the right questions,
staying curious, and innovating not for progress alone, but for the meaningful impact we aspire to create.
Here's to a year of redefining what is possible and leaving an indelible mark on the lives of those we
serve. Our management team remains dedicated to mitigating risks, delivering sustainable and profitable
growth, and upholding strong corporate and ethical values. By proactively enhancing our digital
capabilities and operational excellence, we are well-positioned to capitalize on emerging opportunities.
With the collective strength of our team, we will achieve even greater milestones in the coming year.

Acknowledgements

We are delighted to commend the management and employees of the Bank for their outstanding
performance and significant accomplishments, which have reinforced the Bank's status as a leading
institution in the microfinance and branchless banking sectors. Our workforce is our most valuable asset,
and their expertise and dedication have propelled us to become the largest digital bank in Pakistan. We
also extend our sincere appreciation to the State Bank of Pakistan for their unwavering support and
guidance, and to our customers for their trust and confidence in us. We remain steadfast in our
commitment to upholding the highest service standards, maintaining robust corporate governance, and
ensuring compliance in all our endeavors.
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For and on behalf of the Board
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Aamir lbrahim mood Chaudhary
Chairman, Board of Directors Chigf¥xecutive Officer/President
Dated: February 12, 2026 ted: February 12, 2026
Place: Islamabad Place: Islamabad
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Yousuf Adil

YOU S U F AD I L Chartered Accountants

PACE ALIGNED ... 18-B/1, Chohan Mansion
G-8 Markaz
Islamabad-44000
Pakistan

INDEPENDENT AUDITOR'S REPORT Tel: 492 (0) 51 8734400-3

To the members of Mobilink Microfinance Bank Limited Fax: +92 (0) 51 8350602
Report on the Audit of the Financial Statements www.yousufadil.com
Opinion

We have audited the annexed financial statements of Mobilink Microfinance Bank Limited (the Bank),
which comprise the statement of financial position as at December 31, 2025, 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
accompanying statement of financial position as at December 31,2025, and the statement of profit
and loss account, the statement of comprehensive income, the statement of changes in equity, the
cash flow statement together with the notes forming part thereof conform with the accounting and
reporting standards as applicable in Pakistan, and, give the information required by the Companies
Act, 2017(XIX of 2017), provisions of and directives issued under the Microfinance Institutions
Ordinance, 2001 and directives issued by the State Bank of Pakistan (SBP) and the Securities and
Exchange Commission of Pakistan (SECP) 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, 2025 and of the profit, the other
comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

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

Key Audit Matter

Key audit matter is the matter that, in our professional judgment, was of most significance in our
audit of the financial statements of the current period. This matter was addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on this matter. T

IS0 270071 Certified Since 2017
Karachi | Islamabad | Lahore
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Following is the key audit matter:

Yousuf Adil

Chartered Accountants

Key Audit Matter

| How the matter was addressed in our audit

Valuation of Advances:

Refer note 12 & 36 to the financial statements

As at 31 December 2025, the Bank has
reported gross advances of Rs. 118.23 billion
including accrued markup, with an expected
credit loss (ECL) allowance of Rs. 17.17
billion. The measurement of ECL under IFRS 9
requires the use of complex models and
significant judgment in determining key
significant inputs and the assessment of
Credit Risk.

The estimation process also incorporates
forward-looking macroeconomic information,
which heightens the level of estimation
uncertainty. Further the Bank is additionally to
comply with provisions of rules and
regulations on IFRS 9 issued by State Bank of
Pakistan (SBP) which involve further judgment
regarding recoverability, collateral realization,
and borrower-specific factors.

Given the significance of the advances
portfolio and the level of judgment involved in
estimating ECL and regulatory provisions, this
area was identified as a key audit matter.

Our key audit procedures to assess credit loss
allowance against advances included,
amongst others, the following:

1. We obtained and updated our
understanding of management’s
assessment of credit loss allowance in
respect of advances including the Bank's
accounting policy, assessment
methodology including any changes made
during the year.

2. We selected a sample of advances and

performed the following procedures:

a) assessed the reasonableness and
accuracy of the data used for ECL
computation by comparing it to
accounting records and information
system of the Bank;

b) inspected the credit documentation of
customers and checked their
repayments of installments.

c) tested classification of advances
based on the number of days overdue
and checked their staging as per the
Prudential regulations issued by SBP.

3. We assessed the ECL assessment by
management to calculate Expected Credit
Loss against advances of the Bank for the
appropriateness of the assumptions used
by management by comparing them
against relevant historical information. We
also evaluated the methodology applied
and tested the mathematical accuracy of

the assessment.

IS0 27001 Certified Since 2017
Karachi | Islamabad | Lahore
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Key Audit Matter How the matter was addressed in our audit

4. We assessed the reasonableness of the
forward-looking assumptions used by the
management in calculation of ECL by
comparing these to independently sourced
external data.

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

Management is responsible for the other information. The other information comprises the
information included in the annual report but does not include the financial statements of the Bank
and our auditor’s report thereon. ‘

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

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.

If based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and 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), provisions of and directives issued under the
Microfinance Institutions Ordinance, 2001 and directives issued by the State Bank of Pakistan
(SBP) and the Securities and Exchange Commission of Pakistan (SECP) and for such internal
control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

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

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

ISO 27001 Certified Since 2017
Karachi | Islamabad | Lahore
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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance 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
I 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.

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

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

o 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. .J( .
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We also provide the Board of Directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with the Board of Directors, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits
of such communication.

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 as at December 31, 2025, and the statement of profit
and loss account, the statement of comprehensive income, the statement of changes in
equity, the cash flow statement together with the notes thereon have been drawn up in
conformity with the Companies Act, 2017 (XIX of 2017) and are in agreement with the books
of account and returns;

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

d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIIl 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 Syed
Asmatullah.

Chartered Accé&»ntants :

Islamabad
Date: March 30, 2026
UDIN: AR202510414M3bNovx4Q
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MOBILINK MICROFINANCE BANK LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2025

ASSETS

Cash and balances with treasury banks
Balances with other MFBs / Banks / NBFls
Lending to financial institutions
Investments

Advances

Property and equipment

Right-of-use assets

Intangible assets

Deferred tax asset

Other assets

Total assets

LIABILITIES

Bills Payable

Borrowings

Deposits and other accounts
Lease Liabilities
Subordinated debt

Deferred grants

Other liabilities

Total liabilities

NET ASSETS
REPRESENTED BY:

Share capital

Share Premium

Advance Against Issue of Shares
Statutory reserve

Depositors' protection fund

Surplus / (Deficit) On Fair Value Of Assets

Unappropriated profit

CONTINGENCIES AND COMMITMENTS

he an\ exed notes 1 to 53 and annexure | form an integral part of thes fina

o \M

Note

10
11
12
13
14
15
16
17

18
19
20
21
22
23
24

25

26
5.13(a)
5.13(b)

27

28

December 31,
2025

December 31,
2024

9,769,793,011
7,612,121,991
26,409,646,615
95,281,453,678
101,060,415,978
2,572,349,251
2,398,823,114
1,384,561,195
6,878,114,415
8,520,397,024

11,533,419,056
11,223,432,244
11,748,833,286
61,349,743,593
74,932,160,102
1,741,771,117
2,084,596,901
1,100,726,535
4,696,079,850
4,974,387,569

261,887,676,272

185,385,150,253

703,185,185 618,273,788
3,518,017,954 765,929,898
213,933,455,780 154,950,569,495
2,813,484,781 2,173,598,296
2,011,404,171 2,016,547,946
94,467,205 63,433,566
21,331,217,810 15,381,506,846
244,405,232,886 175,969,859,835
17,482,443,386 9,415,290,418

4,131,964,180
2,756,882,650
5,611,750,000
1,644,500,858

2,713,596,830

4,175,250,000
1,166,278,556

684,083,452 506,446,596
62,708,244 40,500,645
2,590,554,002 813,217,791
17,482,443,386 9,415,290,418
17,482,443,386 9,415,290,418
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MOBILINK MICROFINANCE BANK LIMITED
STATEMENT OF PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED DECEMBER 31, 2025

Mark-up / Return / Interest earned
Mark-up / Return / Interest expensed
Net markup / interest income

NON MARK-UP / INTEREST INCOME

Fee and commission income
Gain on securities

Foreign exchange Loss
Other income

Total non-markup / interest income
Total income

NON MARK-UP / INTEREST EXPENSES

Operating expenses
Workers welfare fund
Other charges

Total non-markup / interest expenses
Profit Before Credit Loss Allowance
Credit loss allowance and write offs - net
PROFIT / (LOSS) BEFORE TAXATION
TAXATION

PROFIT / (LOSS) AFTER TAXATION
Basic earnings / (loss) per share

Diluted earnings / (loss) per share

B

\

\

The §nnexed notes 1 to 53 and annexure | form an inte

N N
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Note

29
30

31
32

33

34

35

36

37

38

39

December 31,
2025

December 31, 2024

Rupees
66,654,281,642 52,980,589,825
(10,751,927,712) (12,475,624,504)
55,902,353,930 40,504,965,321
22,308,521,397 14,401,497,973

5,775,000 1,045,500
(7,433,632) 2,619,163
513,871,565 3,262,322
22,820,734,330 14,408,424,958

78,723,088,260

54,913,390,279

54,434,669,998 37,741,535,428
71,104,214 71,958,526
1,946,398 11,776,500
(54,507,720,610) (37,825,270,454)

24,215,367,650

(20,592,617,111)

17,088,119,825

(20,177,148,787)

3,622,750,539

(1,231,639,028)

(3,089,028,962)

1,256,331,159

2,391,111,511

5.79

(1,832,697,803)

(6.75)

5.36

(4.43)

art of thg'se financi

atements.
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\ MOBILINK MICROFINANCE BANK LIMITED
STATEMENT OF COMPREHENSIVE INCOME
l FOR THE YEAR ENDED DECEMBER 31, 2025

December 31,2025 December 31,2024
] Note @ = =====smssmmememes Rupees--==========s=====
Profit / (Loss) after taxation for the 2,391,111,511 (1,832,697,803)
year

\ Other comprehensive income

( tems that may be reclassified to
profit and loss account in
subsequent periods:

1 Movement in surplus on revaluation of
investments 27 36,405,900 71,486,700

f Related tax impact (14,198,301 (27,879,813)
?
| Movement in surplus on revaluation of

investments - net of tax 22,207,599 43,606,887
\ Items that will not be reclassified to

profit and loss account in
i subsequent periods:

Remeasurement loss on defined

benefit obligations 43.7.2 (26,225,282) (47,289,328)
i Related tax impact 10,227,860 18,442,838
i Remeasurement loss on defined
‘ benefit obligations - net of tax (15,997,422) (28,846,490)

\

\
e
|

Total comprehensive Income / (Loss)

\XR SIBDENT/

IEF FINANCIAL
EXECUTIVE OFFICER

2,397,321,688

(1,817,937,406)

%‘/ £ ) //

The annexed notes 1 to 53 and annexure | form an integral part of these financial statements. ,fK
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MOBILINK MICROFINANCE BANK LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2025

CASH FLOW FROM OPERATING ACTIVITIES:
Profit / (Loss) Before Taxation

Adjustment for non cash items and other items:

Depreciation on property and equipment
Depreciation on right-of-use assets
Amortization on intangible assets

Credit loss allowance and write offs - net
Provision for gratuity

Loss on disposal of operating fixed assets
Gain on disposal of securities

Finance charges on subordinated debt

Grant Income

Finance charge on borrowings
Finance charges on lease liability

(Increase) / Decrease in Operating Assets:
Lendings to financial institutions

Advances

Others assets (excluding advance taxation)

Increase / (Decrease) in Operating Liabilities:

Bills payable
Gratuity Payable

Borrowings from financial institutions
Deposits and other accounts
Other liabilities (excluding current taxation)

Cash generated from operations

Payments against off-balance sheet obligations
Finance charges on lease liability
Finance cost paid on subordinated debt

Income tax paid

Net cash flow from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Net Investment in amortised cost securities
Net Investment in FVOCI securities

Net Investment in TDRs

Investment in Property and equipment
Investment in Intangible

Proceeds from sale of Property and equipment

Net cash used in investing activities

Note

13.2
14
15.2
36
43.7.1
33
32
22
33
30
21

43.5

December 31,
2025

December 31, 2024

Rupees

3,622,750,539 (3,089,028,962)
487,655,622 367,894,042
425,035,345 278,870,727
354,044,398 158,618,718
20,592,617,111 20,177,148,787
150,980,230 94,512,066
523,624 3,243,765
(5,775,000) (1,045,500)
286,780,274 455,428,320
(27,387,273) (6,506,087)
228,751,835 81,965,960
386,678,333 224,941,713

22,879,904,499

21,835,073,411

26,502,655,038

18,746,044,449

(14,660,813,329) (4,403,232,650)
(46,704,771,424)| | (24,076,945,933)
(4,077,727,291) 1,748,084,339
(65,443,312,044)  (26,732,094,244)

84,911,397 343,230,940
(31,856,135) (8,658,637)
2,581,757,132 502,183,325
58,982,886,285 35,664,309,167
5,626,121,816 1,670,098,263

67,243,820,495

38,171,163,058

28,303,163,489

30,185,113,263

(291,924,049)

(224,941,713)
(468,729,560)

(2,723,787,989) (2,008,194,772)
(3,015,712,038) (2,701,866,045)
25,287,451,451 27,483,247,218
(18,391,888) (7,482,779,077)
(7,720,739,000) 5,332,146,141
(59,627,296) (55,000,000)
(1,335,609,147) (861,007,433)
(637,879,058) (751,207,279)
16,851,767 2,223,451
(9,755,394,622) (3,815,624,197)

A(
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MOBILINK MICROFINANCE BANK LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2025

December 31, December 31, 2024

2025
Note Rupees

CASH FLOWS FROM FINANCING ACTIVITIES

Payment of lease liability (486,053,406) (285,076,593)
Advance Against issue of Share Capital 26 5,611,750,000 4,175,250,000
Net cash flow from / (used in) financing activities 5,125,696,594 3,890,173,407
Net increase in cash and cash equivalents 20,657,753,423 27,557,796,428
Cash and cash equivalents at beginning of the

year 72,286,356,932 44,728,560,504
Cash and cash equivalents at end of the year 40 92,944,110,355 72,286,356,932

(4

The annexed notes 1 to 53 and annexure | form an integral part of these financial statements.

\PRESI|DE ‘
CHEY CHIEF ZINANCIAL OFFICER  CHAIRMAN RECTOR DIRECTO
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MOBILINK MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025

1

2.1

2.2

2.3

3.1

STATUS AND NATURE OF BUSINESS

Mobilink Microfinance Bank Limited (the Bank) was incorporated in Pakistan on November 29, 2010 as
a public limited company under the then applicable Companies Ordinance, 1984 (Repealed by the
Companies Act, 2017). The Bank obtained license for Microfinance operations from the State Bank of
Pakistan (SBP) on September 12, 2011 to operate on a nationwide basis and received the certificate of
commencement of business from Securities and Exchange Commission of Pakistan (SECP) on
February 13, 2012 whereas certificate of commencement of business from SBP was received on April
20, 2012. The Bank also operates in the territory of Azad Jammu Kashmir (AJK) and Gilgit Baltistan
(GB) has one branch in each.

The Bank has 124 business locations / operational branches, including 2 Islamic banking branches
(2024: 113 business locations / operational branches, no Islamic banking branch). The Bank also has
operations in AJK with 1 branch in Muzaffarabad, (2024: 1) and GB with 1 branch in Gilgit, (2024: 0).
The Bank's registered and principal office is situated at Plot No. 1-B, F-8 Markaz, Islamabad, Pakistan.
The Bank is a subsidiary of Veon Microfinance Holdings B.V (VMH) (the Holding Company), with effect
from March 27, 2020 upon transfer of 99.99% shareholding in the Bank, from Global Telecom Holdings
(GTH), being a transfer of control between entities held under common control. The transfer has been
registered with SBP whereas the registration with SECP was completed on July 3, 2020. The Ultimate
Parent of the Bank is Veon Limited.

The Bank's principal business is to provide microfinance banking and related services to the poor and
under served segment of the society under the Microfinance Institution Ordinance, 2001. The Bank was
offering Branchless Banking Services through an agency agreement with Pakistan Mobile
Communications Limited (PMCL). During the current period, the Bank modified its arrangement for
Branchless Banking services, it now operates under a tripartite agreement with Pakistan Mobile
Communications Limited (PMCL) and JC Fintech (Private) Limited (JCFL).

This year the Bank secured its license for Islamic banking operations. The Bank has allocated Rs. 200
million specifically for it's Islamic Microfinance Division (IMD).

During the period, the Bank listed its Term Finance Certificates on the Pakistan Stock Exchange (PSX)
and is now classified as a listed entity. Accordingly, the Bank is subject to the applicable requirements
of the Listed Companies (Code of Corporate Governance) Regulations, 2019, the PSX Rule Book, and
the SECP’s regulatory framework for listed companies.

The Pakistan Credit Rating Agency Limited (PACRA) assigned the long-term rating of the Bank at "A"
and short term rating at "A1" on April 30, 2025.

BASIS OF PRESENTATION

These financial statements have been in accordance with the SBP BPRD circular no. 3 of 2023 dated
February 09, 2023 and new disclosures have been presented in the Financial Statements and
comparative figures in these Financial statements have been reclassified accordingly as per new
format.

The Islamic banking branches of the Bank have complied with the requirements as set out in the
Islamic Financial Accounting Standards (IFAS), issued by the Institute of Chartered Accountants of
Pakistan (ICAP) as are notified under the provisions of Companies Act, 2017.

The financial results of the Islamic Banking Branches have been consolidated in these financial
statements, after eliminating the effects of inter-branch transactions and balances. Key financial figures
of the Islamic Banking Branches are disclosed in Annexure "lI" to these financial statements.

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 are notified under the Companies Act, 2017;



3.2

3.3

3.4

- Islamic Financial Accounting Standards (IFAS Standards) issued by the Accounting
and Auditing organisation for Islamic Financial Institutions (AAOIFI) as are adopted by
SBP.

- Provisions of and directives issued under the Microfinance Institutions Ordinance, 2001
and the Companies Act, 2017; and

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

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

State Bank of Pakistan (SBP) via circular no. 3 of 2022 dated 05 July 2022, decided to extend the
implementation of IFRS 9 from January 01, 2022 to January 01, 2024 for Microfinance Banks (MFBSs).
Nevertheless, early adoption of the Standard is permissible under the instructions issued through the
same circular. The Bank decided to early adopt the IFRS 9 from January 01, 2022.

The SBP has deferred the applicability of International Accounting Standard (IAS) 39 - 'Financial
Instruments: Recognition and Measurement' and IAS 40 - 'Investment Property' for Banking Companies
in Pakistan through BSD Circular Letter 10 dated August 26, 2002 till further instructions. Further, the
SECP has deferred the applicability of IAS 40 - 'Investment Property' and IFRS 7 - 'Financial
Instruments: Disclosures' through its notification S.R.O 633(1)/2014 dated July 10, 2014. Accordingly,
the requirements of these standards have not been considered in the preparation of these financial
statements. However, investments have been classified and valued in accordance with the
requirements prescribed by the SBP through various circulars.

In accordance with the implementation of IFRS 9 as per BPRD Circular Letter No. 16 of 2024, the Bank
has adopted the Effective Interest Rate (EIR) method for recognizing interest income on financial
assets starting from October 1, 2024. This method, which is in line with the requirements of IFRS 9,
ensures that interest income is recognized in a manner that reflects the true economic return on
financial assets over their respective terms. The Bank has updated its accounting policies and systems
to align with this approach, ensuring that the recognition of interest income on financial assets is
consistent with the EIR method.

As financial institutions continue to play a pivotal role in the daily lives of customers, effectively handling
complaints has become increasingly important in maintaining trust and satisfaction.

Complaint Unit aims to analyze the nature and volume of complaints lodged against our banking
services, highlight prevalent issues faced by customers, and present actionable insights to enhance our
service delivery. By examining the trends in complaints, we aspire to foster a culture of accountability
and responsiveness, ensuring that every customer voice is heard and addressed. MMBL'’s Centralized
Complaint Management Unit continued to play a pivotal role in handling complaints across multiple
channels, including Call Centers, email, letters, in-person visits, branches, fax, website, Citizen Portal,
and SBP Sunwai Portal. The Complaint System deployed for conventional and branchless banking
enabled seamless complaint capture, tracking, and resolution, while ensuring timely escalations for
unresolved cases. Additionally, the system generated comprehensive MIS reports to support data-
driven decision-making.

In 2025, Mobilink Microfinance Bank Limited (MMBL) reinforced its commitment to customer
satisfaction by further strengthening its complaint management framework. The Bank successfully
managed 998,885 complaints (conventional & branchless banking), a significant increase from 395,296
complaints in 2024. Despite this surge, the Bank improved its average resolution time to three (3)
working days, compared to four (4) working days in the previous year, demonstrating enhanced
operational efficiency and responsiveness. The majority of complaints were related to Interbank Funds
Transfer (IBFT), RAAST disputes, suspended account reactivation, fraud concerns, mis-selling, and
merchant/payment gateway issues. These areas were identified as critical touchpoints, and targeted
improvements were implemented to strengthen controls and customer experience.



3.5

4.1

4.2

a)

At MMBL, we value our customers and are dedicated to providing the highest standards of service.
Addressing complaints effectively not only resolves individual issues but also serves for improving our
overall operations and customer experience.

We encourage our customers to share their feedback and complaints, knowing that each report serves
as a building block toward a more customer-centric banking environment.

During the period the Agriculture Credit & Financial Inclusion Department of State Bank of Pakistan
(SBP) via circular no 01. Of 2025 dated May 16, 2025 issued revised prudential regulations (PRs) for
microfinance banks. These revisions are made to align with the evolving business environment, the
revised regulations consolidate previous circulars and set out updated minimum benchmarks in key
areas including governance, operations, consumer protection, and risk management, with the aim of
promoting financial stability and long-term sustainability of MFBs. The revised PRs also impose new
changes in governance, operations and compliances accordingly. The Bank has updated its internal
frameworks to ensure compliance with the revised regulatory requirements.

BASIS OF MEASUREMENT
The financial statements are prepared under the historical cost convention except:

- Investments measured at fair value through profit and loss and fair value through other
comprehensive income.

- Right of use asset and lease liability initially measured at their present values.
- Obligation in respect of defined benefit plan at their present values.
Functional and presentation currency

These financial statements are presented in Pakistani Rupee (PKR), which is the Bank’s functional
currency.

Significant accounting estimates and judgments

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

Estimates and assumptions

The assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a material adjustments to the carrying amounts of assets
and liabilities within the next financial year are described below:

The Bank based its assumptions and estimates on the parameters under which these financial
statements were prepared.

Existing circumstances and assumptions about the future development may change due to market
changes or circumstances arising that are beyond the control of the Bank. Such changes are reflected
in the assumptions when they occur.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimates are 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 significant effect on the amounts recognized in the financial statements
relates to valuation and impairment of investments, advances, determination of useful lives of
depreciable assets and intangible assets, provision for income taxes and other provisions which are
discussed in following paragraphs:

Impairment losses on financial assets

The measurement of impairment losses under IFRS 9 across all categories of financial assets in scope
requires judgement, in particular, the estimation of the amount and timing of future cash flows and
collateral values when determining impairment losses and the assessment of a significant increase in
credit risk. These estimates are driven by a number of factors, changes in which can result in different
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a)

b)

c)

levels of allowances.

The Bank’s ECL calculations are outputs of complex models with a number of underlying assumptions
regarding the choice of variable inputs and their interdependencies. Elements of the ECL models that
are considered accounting judgements and estimates include:

- The segmentation of financial assets when their ECL is assessed on a collective basis.
- Development of ECL models, including the various formulas and the choice of inputs.

- The Bank’s criteria for assessing if there has been a significant increase in credit risk.

- Determination of associations between macroeconomic scenarios and, economic inputs

- Selection of forward-looking macroeconomic scenarios and their probability weightings,
to derive the economic inputs into the ECL models.

It has been the Bank'’s policy to regularly review its models in the context of actual loss experience and
adjust when necessary.

Taxation

The Bank takes into account the current income tax law and decisions taken by the taxation authorities.
Those amounts are shown as contingent liabilities wherein, the Bank's views differ from the views taken
by the taxation authorities at the assessment stage and where the Bank considers that its view on
items of material nature is in accordance with law.

Operating fixed assets / intangible assets / useful life

Estimates of residual values and useful lives of operating fixed assets and intangible assets are
reassessed annually and any change in estimate is taken into account in the determination of
depreciation / amortization charge and impairment loss. Changes in estimates are accounted for over
the estimated remaining useful life of the assets.

Lease term and effective interest rate for recognition of lease contracts

The Bank determines the lease term as the non cancellable period of lease, together with periods
covered by an option to extend and terminate the lease, if the Bank is reasonably certain to exercise
that option at the time of entering the contract. Further, the Bank uses incremental borrowing rate to
discount the lease payments to measure lease liability at the time of entering the contract.

Defined benefit plan

Defined benefit plan is provided for permanent employees of the Bank. Calculations in this respect
require assumptions to be made of future outcomes, the principal ones being in respect of mortality
rate, withdrawal rate, increase in remuneration and the discount rate used to convert future cash flows
to current values. Calculations are sensitive to changes in the underlying assumptions.

Material Accounting Policy Information
Financial instruments — initial recognition
Date of recognition

Financial assets and liabilities, with the exception of loans and advances to customers and balances
due to customers, are initially recognized on the trade date, i.e., the date on which the Bank becomes a
party to the contractual provisions of the instrument. This includes regular way trades, i.e., purchases or
sales of financial assets that require delivery of assets within the time frame generally established by
regulation or convention in the market place. Loans and advances to customers are recognized when
funds are transferred to the customers’ accounts. The Bank recognizes balances due to customers
when funds are transferred to the Bank.

Initial measurement of financial instruments

The classification of financial instruments at initial recognition depends on their contractual terms and
the business model for managing the instruments. Financial instruments are initially measured at their
fair value ,except in the case of financial assets and financial liabilities recorded at FVPL, transaction
costs are added to, or subtracted from, this amount.

Measurement categories of financial assets and liabilities



d)

e)

The Bank classifies all of its financial assets based on the business model for managing the assets and
the asset’s contractual terms, measured at either:

» Amortized cost
« Fair value though Other comprehensive income (FVOCI), and
« Fair value through profit and loss (FVTPL)

The Bank classifies and measures its derivative and trading portfolio at FVPL. The Bank may designate
financial instruments at FVPL, if so doing eliminates or significantly reduces measurement or
recognition inconsistencies.

Financial liabilities, other than loan commitments and financial guarantees, are measured at amortized
cost or at FVPL when they are held for trading and derivative instruments or the fair value designation
is applied.

Financial assets and liabilities
Due from banks, Loans and advances to customers and investments

The Bank measures Due from banks, Loans and advances to customers and Investments at amortized
cost if both of the following conditions are met:

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

* 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.

Business model assessment

The Bank determines its business model at the level that best reflects how it manages groups of
financial assets to achieve its business objective:

* The risks that affect the performance of the business model (and the financial assets held within that
business model) and, in particular, the way those risks are managed.

* The business model assessment is based on reasonably expected scenarios without taking worst
case'or 'stress case’ scenarios into account. If cash flows after initial recognition are realized in a way
that is different from the Bank's original expectations, the Bank does not change the classification of the
remaining financial assets held in that business model, but incorporates such information when
assessing newly originated or newly purchased financial assets going forward.

The SPPI test

As a second step of its classification process the Bank assesses the contractual terms of the financial
asset to identify whether they meet the SPPI test.

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial
recognition and may change over the life of the financial asset (for example, if there are repayments of
principal or amortization of the premium/discount).

The most significant elements of interest within a lending arrangement are typically the consideration
for the time value of money and credit risk. To make the SPPI assessment, the Bank applies judgement
and considers relevant factors such as the currency in which the financial asset is denominated, and
the period for which the interest rate is set.

In contrast, contractual terms that introduce a more than de Minimis exposure to risks or volatility in the
contractual cash flows that are unrelated to a basic lending arrangement do not give rise to contractual
cash flows that are solely payments of principal and interest on the amount outstanding. In such cases,
the financial asset is required to be measured at FVPL.

Debt instruments at FVOCI

The Bank applies the new category under IFRS 9 of debt instruments measured at FVOCI when both of
the following conditions are met:

* The instrument is held within a business model
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a)

b)
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» The objective of which is achieved by both collecting contractual cash flows and selling financial
assets.

These instruments largely comprise assets that had previously been classified as financial investments
available-for-sale. FVOCI debt instruments are subsequently measured at fair value with gains and
losses arising due to changes in fair value recognized in OCI. Interest income and foreign exchange
gains and losses are recognized in profit or loss in the same manner as for financial assets measured
at amortized cost. Where the Bank holds more than one investment in the same security, they are
deemed to be disposed of on a first—in first—out basis. On derecognition, cumulative gains or losses
previously recognized in OCI are reclassified from OCI to profit or loss.

Equity instruments at FVOCI

Upon initial recognition, the Bank occasionally elects to classify irrevocably some of its equity
investments as equity instruments at FVOCI when they meet the definition of Equity under 1AS 32
Financial Instruments: Presentation and are not held for trading. Such classification is determined on an
instrument-by-instrument basis.

Gains and losses on these equity instruments are never recycled to profit. Dividends are recognized in
profit or loss as other operating income when the right of the payment has been established, except
when the Bank benefits from such proceeds as a recovery of part of the cost of the instrument, in which
case, such gains are recorded in OCI. Equity instruments at FVOCI are not subject to an impairment
assessment.

Debt issued and other borrowed funds

After initial measurement, debt issued and other borrowed funds are subsequently measured at
amortized cost. Amortized cost is calculated by taking into account any discount or premium on issued
funds, and costs that are an integral part of the EIR.

Derecognition of financial assets and liabilities
Derecognition for substantial modification of Financial assets

The Bank derecognizes a financial asset, such as a loan to a customer, when the terms and conditions
have been renegotiated to the extent that, substantially, it becomes a new loan, with the difference
recognized as a derecognition gain or loss, to the extent that an impairment loss has not already been
recorded. The newly recognized loans are classified as Stage 1 for ECL measurement purposes,
unless the new loan is deemed to be POCI.

Derecognition other than for substantial modification Financial assets

A financial asset (or, where applicable, a part of a financial asset) is derecognized when the rights to
receive cash flows from the financial asset have expired. The Bank also derecognizes the financial
asset if it has both transferred the financial asset and the transfer qualifies for derecognition.

Financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged, 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. The difference between the carrying value of the original financial liability and the
consideration paid is recognized in profit or loss.

Reclassification of financial assets and liabilities

When, and only when, an entity changes its business model for managing financial assets it shall
reclassify all affected financial assets. However, following changes in circumstances are not
reclassifications under this ambit;

i) an item that was previously a designated and effective hedging instrument in a cash flow hedge or net
investment hedge no longer qualifies as such;

ii) an item becomes a designated and effective hedging instrument in a cash flow hedge or net
investment hedge; and
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a)

b)

iii) when an entity uses a credit derivative that is measured at fair value through profit or loss to manage
the credit risk of all, or a part of, a financial instrument (credit exposure).

Financial liabilities are never reclassified.
Impairment of financial assets

Overview of the ECL principles

The Bank records the allowance for expected credit losses for all loans and other debt financial assets
not held at FVPL, together with loan commitments and financial guarantee contracts. Equity
instruments are not subject to impairment under IFRS 9.

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime
expected credit 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 months’ expected credit loss (12mECL).

The 12m ECL is the portion of LTECLSs that represent the ECLs that result from default events on a
financial instrument that are possible within the 12 months after the reporting date. Both LTECLs and
12mECLs are calculated on either an individual basis or a collective basis, depending on the nature of
the underlying portfolio of financial instruments.

The Bank has established a policy to perform an assessment, at the end of each reporting period, of
whether a financial instrument’s credit risk has increased significantly since initial recognition, by
considering the change in the risk of default occurring over the remaining life of the financial instrument.
Other than DPDs, the management may assess certain portfolios on subjective basis as Non-
performing loans (NPL).

Based on the above process, the Bank groups its loans into Stage 1, Stage 2, Stage 3 and POCI, 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 credit 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 origination, the Bank
records an allowance for the LTECLs. Stage 2 loans also include facilities, where the
credit 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 LTECLSs.

POCI Purchased or originated credit impaired (POCI) assets are financial assets that are
credit impaired on initial recognition. POCI assets are recorded at fair value at original
recognition and interest income is subsequently recognized based on a credit-adjusted
EIR. ECLs are only recognized or released to the extent that there is a subsequent
change in the expected credit losses.

The calculation of ECLs

The Bank calculates ECLs based on a three probability-weighted scenarios to measure the expected
cash shortfalls, discounted at an approximation to the EIR. A cash shortfall is the difference between
the cash flows that are due to an entity in accordance with the contract and the cash flows that the
entity expects to receive.

The mechanics of the ECL calculations are outlined below and the key elements are, as follows:

PD PD The Probability of Default is an estimate of the likelihood of default over a given
time horizon. A default may only happen at a certain time over the assessed period, if
the facility has not been previously derecognized and is still in the portfolio. The
concept of PDs is further explained in Note 50.2.8

LGD The Loss Given Default (LGD) is an estimate of the loss arising in the case where a
default occurs at a given time. It is based on the difference between the contractual
cash flows due and those that the lender would expect to receive, including from the
realization of any collateral or credit enhancements that are integral to the loan. It is
usually expressed as a percentage of the EAD. The LGD is further explained in Note
50.2.9

EAD The Exposure at Default is an estimate of the exposure at a future default date, taking
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into account expected changes in the exposure after the reporting date, including
repayments of principal and interest, whether scheduled by contract or otherwise,
expected drawdowns on committed facilities, and accrued interest from missed
payments.

When estimating the ECLs, the Bank considers three scenarios (a base case, an upside and a
downside). The maximum period for which the credit losses are determined is the contractual life of a
financial instrument unless the Bank has the legal right to call it earlier. Impairment losses and releases
are accounted for and disclosed separately from modification losses or gains that are accounted for as
an adjustment of the financial asset’s gross carrying value.

The mechanics of the ECL method are summarized below:

Stage 1 The 12mECL is calculated as the portion of LTECLSs that represent the ECLs that result
from default events on a financial instrument that are possible within the 12 months
after the reporting date. The Bank calculates the 12mECL allowance based on the
expectation of a default occurring in the 12 months following the reporting date. These
expected 12-month default probabilities are applied to a forecast EAD and multiplied by
the expected LGD and discounted by an approximation to the original EIR. This
calculation is made for each of the three scenarios, as explained above.

Stage 2 When a loan has shown a significant increase in credit risk since origination, the Bank
records an allowance for the LTECLs. The mechanics are similar to those explained
above, including the use of multiple scenarios, but PDs and LGDs are estimated over
the lifetime of the instrument. The expected cash shortfalls are discounted by an
approximation to the original EIR.

Stage 3 For loans considered credit-impaired , the Bank recognizes the lifetime expected credit
losses for these loans. The method is similar to that for Stage 2 assets, with the PD set
at 100%.

POCI POCI assets are financial assets that are credit impaired on initial recognition. The

Bank only recognizes the cumulative changes in lifetime ECLs since initial recognition,
based on a probability-weighting of the three scenarios, discounted by the credit-
adjusted EIR.

Debt instruments measured at fair value through OCI

The Expected Credit Losses (ECL) for debt instruments measured at fair value through other
comprehensive income (FVOCI) do not affect the carrying amount of the financial assets in the
statement of financial position, which remains at fair value. Instead, the allowance for credit losses is
recognized in Other Comprehensive Income (OCI) as an accumulated impairment amount, with a
corresponding charge to profit or loss. The accumulated credit loss recognized in OCI is subsequently
recycled to profit or loss upon derecognition of the financial assets.

Purchased or originated credit impaired financial assets (POCI)

For POCI financial assets, the Bank only recognizes the cumulative changes in LTECL since initial
recognition in the loss allowance.

Forward looking information

In its ECL models, the Bank relies on a broad range of forward looking information as economic inputs,
such as:

* GDP growth
» Consumer price indices

The inputs and models used for calculating ECLs may not always capture all characteristics of the
market at the date of the financial statements. To reflect this, qualitative adjustments or overlays are
occasionally made as temporary adjustments when such differences are significantly material. Detailed
information about these inputs is explained in note 50.2.10.

Credit enhancements: collateral

To mitigate its credit risks on financial assets, the Bank seeks to use collateral. The collateral comes in



various forms, such as gold, vehicle, house etc. Collateral, unless repossessed, is not recorded on the
Bank’s statement of financial position. However, the fair value of eligible collateral affects the

calculation of ECLs. It is generally assessed, at a minimum, at inception and re-assessed on a
requirement basis.
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Eligible collateral are those which has

i) legal certainly and enforceability, and

ii) history of forcibility and recovery.

The Bank consider cash and cash equivalents as eligible collaterals and EAD of relevant facilities are
reduced by the amount of eligible collateral.

Write-offs

Financial assets are written off either partially or in their entirety only when the Bank has no reasonable
expectation of recovering a financial asset in its entirety or a portion thereof. If the amount to be written
off is greater than the accumulated loss allowance, the difference is first treated as an addition to the
allowance that is then applied against the gross carrying amount. Any subsequent recoveries are
credited to credit loss expense. the Bank also follows Prudential regulations issued by SBP for write off
of its advances. Under these PR loans are written off after 30 days from the date of loss categorization.

ECL on government guaranteed credit exposure

ECL on credit exposure (in local currency) that have been guaranteed by the Government of Pakistan
and Government Securities, has not been estimated due to exemption available under IFRS
instructions issued by SBP through circular no. 3 of 2022 dated July 05, 2022.

Two track approach for stage 3 loans

As per instructions issued by SBP, the bank used two track approach for ECL assessment on stage 3
loans. As per this approach the bank calculated provision /ECL both under Prudential Regulations
(PRs) issued by SBP for microfinance banks and IFRS 9 and higher amount has been taken as final
ECL.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, balance with SBP/ National Bank of Pakistan (NBP)
and other banks/ Non-Banking Financial Institutions (NBFIs)/ Microfinance Banks (MFBs) and highly
liquid investments that are readily convertible to known amounts of cash, are subject to only an
insignificant risk of changes in value and have an maturity of less than three months from the reporting
date.

Investment

All purchases and sale of investments are recognized using settlement date accounting. Settlement
date is the date on which investments are delivered to or by the Bank. All investments are derecognized
when the right to receive economic benefits from the investments has expired or has been transferred
or the Bank has transferred substantially all the risks and rewards of ownership.

Investments of the Bank are classified into the following categories:
Fair Value Through Profit and Loss - FVPL

These represent securities acquired with the intention to trade by taking advantage of short-term market
/ interest rate movements. These securities are disposed off within 90 days from the date of their
acquisition. These are marked to market and fair value gain / (loss) arising on revaluation of ‘FVPL’
investments is taken to profit and loss account in accordance with the requirements prescribed by SBP.

Amortized Cost

Investments with fixed maturity, where management has both the intention and the ability to hold to
maturity, are classified as held to maturity. Subsequent to initial recognition at cost, these investments
are measured at amortized cost, less provision for impairment in value, if any. Amortized cost is
calculated taking into account effective interest rate method. Profit on held to maturity investments is
recognized on a time proportion basis taking into account the effective yield on the investments.

Premium and discount on the acquisition of held-to-maturity investments are reflected in the cash flows
and amortized over the remaining life of the investment through the Effective Interest Rate (EIR) .
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Fair Value Through Other Comprehensive Income- FVOCI

Investments which may be sold in response to needs for liquidity or changes in interest rates, exchange
rates or equity prices are classified as FVOCI. FVOCI are initially recognized at cost and subsequently
measured at fair value. FVOCI investments is recognized on a time proportion basis taking into account
the effective yield on the investments.

The Surplus / (deficit) arising on revaluation of FVOCI investments is kept in "the Surplus / (deficit) on
fair value of assets" through statement of comprehensive income. The Surplus / (deficit) arising on
these investments is taken to profit and loss account, when actually realized upon disposal of the
investment.

Impairment assessment of FVOCI investments is carried out as per the requirements of the Prudential
Regulations and directives issued by SBP. T Bill, being a sovereign investment, are not considered for
impairment under current applicable financial reporting framework.

Lending to or borrowings from Financial Institutions

The Bank enters into transactions of borrowing (re-purchase) from and lending (reverse re-purchase) to
financial institutions, at contracted rates for a specified period of time. These are recorded as under:

Sale under re-purchase agreements

Securities sold subject to a re-purchase agreement are retained in the financial statements as
investments and the counter party liability is included in the borrowings from financial institutions. The
differential in sale and re-purchase value is recorded in markup expense on pro rata basis over the
period of the contract.

Purchase under resale agreements

Securities purchased under agreement to resell (reverse re-purchase) are included in lendings to the
financial institutions. The differential between the contracted price and resale price is accrued on pro
rata basis over the period of the contract and recorded as markup income in profit and loss account.

Securities held as collateral are not recognized in the financial statements, unless these are sold to
third parties, in which case the obligation to return them is recorded at fair value as a trading liability
under borrowings from financial institutions.

Lendings are stated net of provision. Return on such lending is accrued to the Profit and Loss Account

on a time proportion basis except mark-up on impaired or delinquent lendings, which is recognized on
receipt basis.

Advances

Advances are stated net of expected credit Losses. The outstanding principal and mark-up of the loans
and advances under stage 3 are classified as non-performing loans (NPLs). The unrealized interest /
profit / markup / service charges on NPLs is suspended and credited to interest suspense account.

Islamic financing and related assets
a) Murabaha

Receivable under Murabaha financing represent cost price plus an agreed markup on sale
arrangement. Markup income in recognized on straight line basis over the tenure of financing period.

b) ljarah

ljarah financing represent arrangements whereby the Bank (being the owner of assets) transfers its
usufruct to its customers for an agreed period at an agreed consideration. Assets leased out under
ljarah are stated at cost less accumulated depreciation and accumulated impairment losses, if any.
These assets are depreciated over the term of the ljarah financing. ljarah income is recognized on an
accrual basis.
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¢) Diminishing Musharaka

Diminishing Musharaka (DM) is a form of co-ownership in which Bank and the customer share the
ownership of a tangible asset in an agreed proportion and customer undertakes to buy in periodic
installments the proportionate share of the Bank until the title to such tangible asset is completely
transferred to the customer.

Operating fixed assets
Property and equipment

Property and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses, if any. Cost includes expenditure that is directly attributable to the acquisition of the asset and
the costs of dismantling and removing the items and restoring on which they are located, if any.

Depreciation is charged on the straight line method at rates specified in note 13.2 to the financial
statements, so as to write off the cost of assets over their estimated useful lives.

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

Subsequent costs are included in the assets carrying amount when it is probable that future economic
benefits associated with the item will flow to the Bank and the cost of the item can be measured reliably.
Carrying amount of the replaced part is derecognized. All other repair and maintenance are charged to
profit and loss during the year.

Gains or losses on disposal of an item of property and equipment are determined by comparing the
proceeds from disposal with the carrying amounts. Gains are recognized within "other income" while
losses are recognized in administrative expenses in the profit and loss account.

Capital work-in-progress
Capital work-in-progress is stated at cost less impairment losses, if any.
Intangible assets

An intangible asset is recognized if it is probable that the future economic benefits that are attributable
to the asset will flow to the Bank and that the cost of such asset can also be measured reliably. These
are stated at cost less accumulated amortization and impairment losses, if any.

Intangible assets comprise of computer software and related applications. Intangible assets are
amortized over their estimated useful lives at rate specified in note 15 to the financial statements.
Subsequent expenditure is capitalized only when it increases the future economic benefit embodied in
the specific asset to which it relates. All other expenditure is recognized in profit and loss account as
incurred.

Inventory

Inventory consists of printed cards and other stationary. Inventory is valued at the lower of cost and net
realizable value less allowance for obsolete items. Cost is determined on the weighted average basis
and comprises cost of purchases and other costs incurred in bringing the inventories to their present
location and condition.

Taxation

Income tax expense comprises of current and deferred tax. Income tax expense is recognized in the
profit and loss account except to the extent that it relates to items recognized directly in equity or below
equity/ other comprehensive income in which case it is recognized in equity or below equity/ other
comprehensive income.

Management periodically evaluates positions taken in tax returns, with respect to situations in which
applicable tax regulation is subject to interpretation, and establishes provisions, where appropriate, on
the basis of amounts expected to be paid to the tax authorities.

Current

Current tax is the tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, taking into account tax credits, rebates and tax losses, if
any, and any adjustment to tax payable in respect of previous years.

Deferred

Deferred tax is accounted for on all temporary differences between the carrying amounts of assets and
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liabilities for financial reporting purposes and their tax bases. A deferred tax asset is recognized only to
the extent that it is probable that future taxable profits will be available against which the asset can be
utilized. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax
benefit will be realized. At each balance sheet date, the bank reassesses the carrying amount and the
unrecognized amount of deferred tax assets.

Deferred tax assets and liabilities are calculated at the rate that are expected to apply for the period
when the asset is realized or the liability is settled, based on the tax rates (and tax laws) that have been
enacted or substantially enacted till the balance sheet date. Deferred tax, on revaluation of investments,
if any, is recognized as an adjustment to Surplus / (deficit) arising on such revaluation.

Staff retirement benefits
Defined contribution plan

The Bank participates in a defined contribution provident fund for its eligible employees. Monthly
contributions are made by the Bank and its employees at the rate of 10% of basic salary. The Bank’s
obligation for contribution to the provident fund scheme is recognized in the profit and loss, as incurred.

Defined benefit plan

The Bank operates defined benefit plan comprising an unfunded gratuity scheme covering all eligible
employees completing the minimum qualifying period of service (three years) as specified by the
scheme. The Scheme commenced on July 01, 2021.

The calculation of defined benefit liability is performed annually by a qualified actuary using the
projected unit credit method. Remeasurements of the net defined benefit liability, which comprise
actuarial gains and losses are recognized immediately in other comprehensive income. The Bank
determines the net interest expense on the net defined benefit liability for the year by applying the
discount rate used to measure the defined benefit liability at the beginning of the annual period to the
then net defined benefit liability, taking into account any changes in the net defined benefit liability
during the year as a result of contributions and benefit payments. Net interest expense and other
expenses related to defined benefit plan are recognized in profit and loss account and any gain / loss
on remeasurement of defined benefit liability is recognized net of tax in other comprehensive income.

Reserves
Statutory reserve

In compliance with the related regulatory requirements, the Bank is required to maintain statutory
reserve to which an appropriation equivalent to 20% of the profit after tax is required to be made till
such time the reserve fund equals the paid up capital of the Bank. However, thereafter, the contribution
is to be reduced to 5% of the profit after tax.

Depositor's protection fund

The Bank is required under the Microfinance Institutions Ordinance, 2001, to contribute 5% of annual
after tax profit and profit earned on investments of the fund to be credited to depositors protection fund
for the purpose of providing security or guarantee to persons depositing money in the Bank.

Cash reserve requirement

In compliance with the related regulatory requirements, the Bank is required to maintain a cash reserve
equivalent to not less than 3% of its deposits (including demand deposits and time deposits with tenor
of less than 1 year) in a current account opened with the State Bank or its agent, subject to a daily
minimum requirement of 2%.

Statutory liquidity requirement

In compliance with the related regulatory requirements, the Bank is required to maintain liquidity
equivalent to at least 12% of its total demand liabilities and time liabilities with tenor of less than one
year in form of liquid assets i.e. cash, gold, unencumbered treasury bills, Pakistan Investment Bonds
and Government of Pakistan Sukuk bonds. Treasury bills and Pakistan Investment Bonds held under
Depositor Protection Fund are excluded for the purpose of determining liquidity.

Provisions

A provision is recognized when, and only when, the Bank has a present obligation (legal or
constructive) 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
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amount of the obligation.
Contract liability

The contract liabilities of the Bank comprises of advance payments received from customers in respect
of which services are yet to be rendered by the Bank.

Foreign currency transactions

The financial statements are presented in Pakistani Rupee, which is the Bank's functional currency.
Transactions in foreign currencies are translated into Pak Rupee at exchange rate on the date of
transaction. All monetary assets and liabilities in foreign currencies are translated into Pak Rupee at the
rate of exchange approximating those ruling at the balance sheet date. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the translation at the year end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in
profit and loss account.

Revenue recognition
Markup /income on advances

Markup / income / return / service charges on advances is recognized on accrual / time proportion basis
using effective interest rate method. Markup/ income on advances is collected with loan instalments.
Due but unpaid service charges / income are accrued on outstanding advances for period up to
specified days for each category as set out in below table. After these specified days, overdue
advances are classified as non-performing / under- performing and recognition of unpaid service
charges / income ceases. Further, accrued markup on non-performing advances are reversed and
credited to suspense account. Subsequently, markup recoverable on non-performing / under-
performing advances is recognized in profit and loss account on a receipt basis in accordance with the
requirements of the Regulations.

Classification DPD Criteria

Days passed due based classification (DPD)

General Loans House Loans Enterprise Agri & LVS

Loans (3 Years)
Substandard 90 - 179 180 - 364 180 - 364
Doubtful 365 - 729 365 - 544 180-364
Loss 180 - 209 730-2034 545 - 1304 365-1304
Write Off =>210 =>2035 =>1305 =>1305
Suspension Percentage
Substandard 100% 100% 100% 100%
Doubtful 100% 100% 100% 100%
Loss 100% 100% 100% 100%
Write Off 100% 100% 100% 100%

Income from investments

Markup / income on investments is recognized on accrual / time proportion basis or the effective
interest method where applicable. Where debt securities are purchased at premium and discount on
the acquisition of amortized cost investments are reflected in the cash flows and amortized over the
remaining life of the investment through the Effective Interest Rate (EIR).

Fee, commission and brokerage income

Fee, commission and brokerage income is recognized in the profit and loss account to the extent of
services rendered. Any advance payments received from customers for which services are yet to be
rendered by the Bank, are recognized as contract liability in the financial statements.

Income from inter bank deposits

Income from inter bank deposits in saving accounts is recognized in the profit and loss account as it
accrues using the effective interest method.
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Dividend income
Dividend income is recognized when the Bank’s right to receive the dividend is established.
Gain /loss on sale of operating fixed assets

Gain on sale of operating fixed assets are recognized under other income in the profit and loss account.

Loss on sale of operating fixed assets are recognized under administrative expenses in the profit and
loss account.

Gain /loss on sale of investments
Gains and losses on sale of investments are recognized in the profit and loss account.
Off-setting

Financial assets and financial liabilities and tax assets and tax liabilities are only off-set and the net
amount is reported in the financial statements when there is a legally enforceable right to set off the
recognized amount and the Bank intends either to settle on net basis or to realize the assets and to
settle the liabilities simultaneously. Income and expense items of such assets and liabilities are also off-
set and the net amount is reported in the financial statements.

Borrowing costs

Borrowing costs are recognized as an expense in the period in which they are incurred except where
such costs relate to the acquisition, construction or production of a qualifying asset in which case such
costs are capitalized as part of the cost of that asset. Borrowing cost includes exchange differences
arising from foreign currency borrowings to the extent these are regarded as an adjustment to
borrowing costs.

Grants

The grant related to an asset is recognized in the statement of financial position initially as deferred
income when grant is received or there is reasonable assurance that it will be received and that the
Bank will comply with the conditions attached to it. Grants that compensate the Bank for expenses
incurred are recognized as revenue in the profit and loss account on a systematic basis in the same
periods in which the expenses are incurred. Grants that compensate the Bank for the cost of an asset
are recognized in the profit and loss account as other operating income on a systematic basis over the
useful life of the asset.

Earnings per share

The Bank presents basic and diluted earnings per share (EPS) for its shareholders. 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. Dilutive earning per
share is disclosed in note 39 to these financial statements.

Right-of-use assets and their related lease liability
Right-of-use assets

On initial recognition, right-of-use assets are measured at an amount equal to initial lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct
costs incurred and an estimate of costs to be incurred to dismantle and remove the underlying asset or
to restore the underlying asset or the site on which it is located.

Right-of-use assets are subsequently stated at cost less any accumulated depreciation and
accumulated impairment losses and are adjusted for any remeasurement of lease liability. The
remeasurement of lease liability will occur when there is a change in scope or change in lease
payments that are linked to an index.

Right-of-use assets are depreciated over their expected useful lives using the straight-line method.
Depreciation on additions (new leases) is charged from the month in which the leases are entered into.
No depreciation is charged in the month in which the leases are terminated.

Lease liability against right-of-use assets
The lease liabilities are initially measured as the present value of the remaining lease payments,



5.25

discounted using the interest rate implicit in the lease, or if that rate cannot be readily determined, the
Bank's incremental borrowing rate.

The lease liability is subsequently measured at amortized cost using the effective interest rate method.
The Lease liability is also remeasured to reflect any reassessment or change in lease terms. These
remeasurements of lease liabilities are recognized as adjustments to the carrying amount of related
right-of-use assets after the date of initial recognition.

Each lease payment is allocated between a reduction of the liability and a finance cost. The finance
cost is charged to the profit and loss account as markup expense over the lease period so as to
produce a constant periodic rate of interest on the remaining balance of the liability for each period.

Segment reporting

A segment is a distinguishable component of the Bank that is engaged in providing products and
services, which is subject to risk and rewards that are different from those of other segments. The
Bank's primary format of reporting is based on business segments.

Conventional Banking: Traditional, interest-based financial institutions that treat money as a
commodity to be rented or sold for profit.

Islamic Banking: Banking system in consonance with the spirit, ethos, and value system of Islam and
governed by the principles laid down by Islamic Shariah. It is a system that avoids interest (Riba) and is
based on risk-sharing, partnership, and trade.

STANDARDS, INTERPRETATIONS OF THE AMENDMENTS TO THE PUBLISHED APPROVED
ACCOUNTING STANDARDS THAT ARE EFFECTIVE IN THE CURRENT YEAR

The following amendments are effective for the year ended December 31, 2025. These amendments
are either not relevant to the Company's / Bank's operations or are not expected to have significant
impact on the Company's / Bank's financial statements other than certain additional disclosures.

Amendments to IAS 21 'The Effects of Changes in Foreign Exchange Rates' - Clarification on how
entity accounts when there is long term lack of Exchangeability

STANDARDS, INTERPRETATIONS OF THE AMENDMENTS TO APPROVED ACCOUNTING
STANDARDS THAT ARE NOT YET EFFECTIVE

The following standard and amendments are effective for accounting periods, beginning on or after the
date mentioned against each of them. These amendments are either not relevant to the Bank's
operations or are not expected to have significant impact on the Bank's financial statements other than
certain additional disclosures.
Effective from Accounting
period beginning on or after

IFRS 7 - Financial Instruments: Disclosures January 01, 2026
Amendments IFRS 9 'Financial Instruments' and IFRS 7 'Financial January 01, 2026
instruments disclosures' - Classification and measurement of financial

instruments

Annual Improvements to IFRS Accounting Standards (related to IFRS January 01, 2026
1,IFRS 7, IFRS 9, IFRS 10 and IAS 7

Amendments IFRS 9 'Financial Instruments' and IFRS 7 'Financial January 01, 2026
instruments disclosures' - Contracts Referencing Nature-dependent

Electricity

IFRS 17 - Insurance Contracts (including the June 2020 and January 01, 2027
December 2021 Amendments to IFRS 17)

IFRS 18 - Presentation and Disclosures in Financial Statements January 01, 2027
IFRS 19 - Subsidiaries without Public Accountability: Disclosures January 01, 2027

Other than the aforesaid amendments, IASB has also issued the following standards which have not
been adopted/notified locally by the Securities and Exchange Commission of Pakistan:

- IFRS 1 - First Time Adoption of International Financial Reporting Standards
- IFRS 18 - Presentation and Disclosures in Financial Statements
- IFRS 19 - Subsidiaries without Public Accountability: Disclosures



December 31,

December 31,

2025 2024
Note = ------m--m-- Rupees -------------
8 CASH AND BALANCES WITH TREASURY BANKS
Cash in hand - Local currency 2,265,051,345 2,668,178,233
With State Bank of Pakistan in
- Local currency current account 8 7,457,538,978 8,849,779,859
With National Bank of Pakistan in
- Local currency current account 47,202,688 15,460,964
Less: Credit loss allowance - -
9,769,793,011 11,533,419,056
8.1  This includes balance held with SBP in a current account to comply with the requirement of
maintaining minimum balance equivalent to 3% (December 31, 2024: 5%) of the Bank’s demand
deposits and time deposits with tenor of less than one year.
December 31, December 31,
2025 2024
Note ------m--ee- Rupees -------------
9 BALANCES WITH OTHER MFBS / BANKS /
NBFIS
In Pakistan
- In current accounts - Local currency 27,653,029 514,425,705
- In deposit account - Local currency 9 7,232,593,806 10,284,354,184
- In Term deposit account - Local currency 9 200,396,796 173,850,000
7,460,643,631 10,972,629,889
Accrued Markup 151,478,360 250,802,355
Less: Credit loss allowance - -
7,612,121,991 11,223,432,244
9.1 These carry markup ranging from 8.00% to 12.00% ( 2024: 13.50% to 16.00%).
9.2  These carry markup ranging from 9.40% to 10.50% ( 2024: 10.00% to 17.00%) .
December 31, December 31,
2025 2024
Note -------m-mem- Rupees -------------
10 LENDING TO FINANCIAL INSTITUTIONS
Repurchase agreement lending's (Reverse repo) 10 26,409,646,615 11,748,833,286
Less: Credit loss allowance - -
Lendings to Financial Institutions - net of credit loss
allowance 26,409,646,615 11,748,833,286
10.1 Lending to Financial Institutions - Particulars of
credit loss allowance
| December 31, 2025 [ | December 31, 2024
Lending Credit loss Lending Credit loss
allowance allowance
------------- Rupees ------------- ------------- Rupees -------------
Stage 1 26,409,646,615 - 11,748,833,286 -
10.2

These are secured against underlying Market Treasury Bills. The differential between contract rate
and resale price is amortized over the period of related contracts and recorded under markup/
return/ interest earned.
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The reverse repo represents the following:
- Saudi Pak-Industrial & Agriculture Investment Company Limited at the rate of 10.75% amounting to Rs. 2.7 billion (face value of collateral 2.7 billion) with maturity date of Jan 02, 2026.

- HBL Microfinance Bank Limited at the rate of 10.40% amounting to Rs. 2.00 billion (face value of collateral 2.00 billion) with maturity date of Jan 16, 2026.
- Pak Oman Investment Company Limited at the rate of 10.35% amounting to Rs. 2.8 billion (face value of collateral Rs. 2.80 billion) with maturity date of Jan 16, 2026.
- United Bank Limited at the rate of 10.40% amounting to Rs. 4.8 billion (face value of collateral Rs. 5.00 billion) with maturity date of Jan 09, 2026.

- Askari Bank Limited at the rate of 10.25% amounting to Rs. 1.9 billion (face value of collateral 2.00 billion) with maturity date of Jan 19, 2026.

- ZTBL at the rate of 10.25% amounting to Rs. 2.592 billion (face value of collateral 2.8 billion) with maturity date of Jan 02, 2026.
- National Bank of Pakistan at the rate of 10.50% amounting to Rs. 3.958 billion (face value of collateral Rs.4.00 billion) with maturity date of Jan 02, 2026.
- MCB at the rate of 10.55% amounting to Rs. 2.845 billion (face value of collateral Rs.3.00 billion) with maturity date of Jan 02, 2026.
- BOP at the rate of 10.00% amounting to Rs. 2.718 billion (face value of collateral Rs.3.00 billion) with maturity date of Jan 02, 2026.

Reverse repo agreements

Market Treasury Bills (MTB)
Pakistan Investment Bonds (PIBs)

INVESTMENTS
Investments by type:

Note

December 31, 2025

Held by Bank

Further given as
collateral

Total

14,600,000,000
12,500,000,000

Rupees

14,600,000,000
12,500,000,000

27,100,000,000

December 31, 2025

27,100,000,000

December 31, 2024

Held by Bank

Further given as
collateral

Total

12,000,000,000

12,000,000,000

12,000,000,000

December 31, 2024

12,000,000,000

Classified as Fair Value Through Other Comprehensive Income

Federal Government Securities

Market Treasury Bills
Pakistan Investment Bonds

Classified as Amortized cost

Market Treasury Bills
Pakistan Investment Bonds

Total Investments

111

11.2
11.3

Fair Value / Credit Loss Fair value Carrving Value Fair Value / Credit Loss Fair value Carrving Value
Amortised cost Allowance Surplus/(Deficit) ying Amortised cost Allowance Surplus/(Deficit) ying
------------- Rupees ------------- --mmmmmeeo- RUPEES --mmmmmenes
85,334,457,402 - 92,724,400  85,427,181,802 53,304,326,502 - 66,394,500 53,370,721,002
1,706,314,000 - 10,076,000 1,716,390,000 - - - -
503,405,249 - - 503,405,249 421,019,132 - - 421,019,132
7,634,476,627 - - 7,634,476,627 7,558,003,459 - - 7,558,003,459
95,178,653,278 - 102,800,400  95,281,453,678 61,283,349,093 - 66,394,500 61,349,743,593

These represent securities with maturity period of three to twelve months. Investment made during the period carry markup at the rates ranging between 10.35% to 11.34% ( 2024: 11.65% to 19.25% ) per

annum.

These represent securities held for Depositor Protection Fund which have a maturity period of up to three months. These carry markup at the rates ranging between 10.96% to 11.00% ( 2024: 17.20% to

17.35%) per annum.

Securities amounting to Rs 6.06 billion and Rs 1.49 billion having maturity on 06-May-2026 and 04-July-2026 respectively. Investment made during the period carry markup at the rates ranging between
10.94% to 12.00% ( 2024: 12.00% to 13.34% ) per annum.

Expected credit loss on government securities have not been estimated due to exemption available under IFRS 09 implementation instructions issued by SBP through circular no. 3 of 2022 dated July 05,

2022.
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12.1

12.11

12.1.2

ADVANCES
Loan Type

Micro credit

-Secured against gold
-Unsecured

Income markup/ accrued

Advances - Gross

Credit loss allowance against advances
- Stage 1

- Stage 2

- Stage 3

Advances - net of credit loss allowance

Advances - Particlurs of credit loss
allowance

Advances - Exposure

Gross carrying amount

New Advances

Advances derecognized or repaid
Transfer to stage 1

Transfer to stage 2

Transfer to stage 3

Change in exposure

Total movement in advances - exposure
Amounts written-off

Closing balance

Advances - Credit loss allowance

Credit loss allowance opening balance

New Advances

Advances derecognized or repaid
Transfer to stage 1

Transfer to stage 2

Transfer to stage 3

Change in exposure
Total provision charged for the year
Amounts written off

Credit loss allowance closing balance

Performing Non-Performing Total
Stage 1 Stage 2 Stage 3
December 31, December 31, December 31, December 31, December 31, December 31, December 31, December 31,
2025 2024 2025 2024 2025 2024 2025 2024
Rupees ------m-memmmmemeeee e Rupees --------nmmmmmmmnaen
48,427,846,014  30,495,449,308 104,461,394 10,878,084 241,476,712 164,329,999 48,773,784,120 30,670,657,391
35,453,940,224  30,075,567,302 5,896,207,291 4,225,208,260 12,801,268,972 9,501,235,805 54,151,416,487 43,802,011,367
11,754,761,442  11,659,983,877 3,551,718,803 708,603,083 - - 15,306,480,245 12,368,586,960

95,636,547,680

72,231,000,487

9,5652,387,488

4,944,689,427

13,042,745,684

9,665,565,804

118,231,680,852

86,841,255,718

3,406,037,154

3,309,408,948

3,842,114,956

2,333,313,121

9,923,112,764

6,266,373,547

3,406,037,154
3,842,114,956
9,923,112,764

3,309,408,948
2,333,313,121
6,266,373,547

3,406,037,154

3,309,408,948

3,842,114,956

2,333,313,121

9,923,112,764

6,266,373,547

17,171,264,874

11,909,095,616

92,230,510,526

68,921,591,539

5,710,272,532

2,611,376,306

3,119,632,920

3,399,192,257

101,060,415,978

74,932,160,102

Stage 1
72,231,000,487

December 31, 2025

Rupees

Stage 2
4,944,689,427

Stage 3
9,665,565,804

Total
86,841,255,718

Stage 1
68,563,498,635

December 31, 2024

Stage 2
2,989,855,484

Rupees ---------------------

Stage 3
5,355,842,736

Total
76,909,196,855

101,231,070,823
(61,025,768,995)
34,380,429
(4,532,284,117)
(3,706,662,351)

(7,290,650)
4,570,569,763
(79,256,417)

(27,089,779)
(38,285,646)
3,785,918,768

101,231,070,823
(61,025,768,995)

61,184,044,048
(42,160,874,180)
129,752,865
(1,847,394,374)
(2,974,856,214)

(833,261,932)

(74,998,671)
1,859,946,221

(952,473,651)

(724,411,634)
(54,754,194)
(12,551,847)

3,927,329,865

61,184,044,048
(43,718,547,746)

32,000,735,789
492,088,293

4,484,022,696
2,622,488,719

3,720,543,343
3,384,892,582

40,205,301,827
6,499,469,593

14,330,672,145
(5,515,303,161)

(788,033)
2,750,580,696

3,135,612,190
9,376,172,097

17,465,496,302
6,611,449,632

32,492,824,082
(9,087,276,888)

7,106,511,415
(2,498,813,354)

7,105,435,925
(3,728,256,044)

46,704,771,420
(15,314,346,287)

8,815,368,984
(5,147,867,132)

2,749,792,663
(794,958,720)

12,511,784,287
(8,202,061,219)

24,076,945,934
(14,144,887,071)

95,636,547,681

9,552,387,488

13,042,745,685

118,231,680,853

72,231,000,487

4,944,689,427

9,665,565,804

86,841,255,718

Stage 1
3,309,408,948

December 31, 2025

Rupees

Stage 2
2,333,313,121

Stage 3
6,266,373,546

Total
11,909,095,615

Stage 1
1,997,704,400

December 31, 2024

Stage 2
628,482,468

Rupees -------------=n------

Stage 3
3,472,963,375

Total
6,099,150,243

8,609,822,941
(5,317,222,704)

(829,683)

8,609,822,941
(5,317,222,704)

5,174,458,630
(85,460,351)

(23,386,653)

(137,323,598)

5,174,458,630
(246,170,602)

15,216,887 (14,387,204) 73,891,262 (40,911,779) (32,979,483)
(432,594,228) 454,649,148 (22,054,920) - (68,794,265) 76,920,053 (8,125,788) -
(273,056,619) (34,184,374) 307,240,993 - (73,377,870) (284,915,570) 358,293,440 -
2,602,166,277 419,635,091 270,798,869 3,292,600,237 5,020,717,406 (272,293,949) 179,864,571 4,928,288,028

6,581,738,817

3,587,980,098

7,114,196,394

17,283,915,309

1,438,854,274

2,772,083,322

10,815,606,819

15,026,544,415

9,183,905,004
(9,087,276,888)

4,007,615,189
(2,498,813,354)

7,384,095,263
(3,728,256,045)

20,576,515,546
(15,314,346,287)

6,459,571,680
(5,147,867,132)

2,499,789,373
(794,958,720)

10,995,471,390
(8,202,061,219)

19,954,832,443
(14,144,887,071)

3,406,037,154

3,842,114,956

9,923,112,764

17,171,264,874

3,309,408,948

2,333,313,121

6,266,373,546

11,909,095,615







12.1.3 Advances - Credit loss allowance details

12.2

12.3

12.4

Stage 1

Internal / external

classification

rating / stage

Outstanding gross exposure 95,636,547,680

December 31, 2025

Stage 2

Stage 3

Rupees

9,5652,387,488

13,042,745,684

Total

118,231,680,852

Stage 1

72,231,000,487

December 31, 2024

Stage 2

4,944,689,427

Stage 3

9,665,565,804

Total

86,841,255,718

Performing 95,636,547,680
Under Performing
Other assets especially mentioned -

Non - Performing

9,5652,387,488

95,636,547,680

9,652,387,488

72,231,000,487

4,944,689,427

72,231,000,487

4,944,689,427

Substandard R
Doubtful -
Loss -

3,832,310,736
2,920,439,963
6,289,994,985

3,832,310,736
2,920,439,963
6,289,994,985

1,274,050,369
1,808,982,553
6,582,532,882

1,274,050,369
1,808,982,553
6,582,532,882

13,042,745,684

13,042,745,684

9,665,565,804

9,665,565,804

Total 95,636,547,680

9,552,387,488

13,042,745,684

118,231,680,852

72,231,000,487

4,944,689,427

9,665,565,804

86,841,255,718

Corresponding credit loss allowance

Stage 1 3,406,037,154
Stage 2 -
Stage 3 -

3,842,114,956

9,923,112,764

3,406,037,154
3,842,114,956
9,923,112,764

3,309,408,948

2,333,313,121

6,266,373,546

3,309,408,948
2,333,313,121
6,266,373,546

3,406,037,154

3,842,114,956

9,923,112,764

17,171,264,874

3,309,408,948

2,333,313,121

6,266,373,546

11,909,095,615

Particulars of write offs

Written off during the year

12.1.2

December 31,
2025

December 31,
2024

Rupees

(15,314,346,287)

(14,144,887,071)

(15,314,346,287)

(14,144,887,071)

In accordance with the implementation of IFRS 9 as outlined in BPRD Circular Letter No. 16 of 2024, the Bank has adopted the Effective Interest Rate (EIR) method for recognizing interest income on
financial assets, effective from October 1, 2024. The original EIR has been calculated by discounting cash flows at the date of disbursement, including loan processing fees and transaction costs. For
subsidized staff loans, the Bank determined the interest rates based on market rates for similar products offered to external customers. The overall impact of adoption of EIR accounting on the financial
statements is Rs. 1.425 billion, the impact of Rs. 722.57 million (2024: 389.76) on staff loans has been classified under other assets as per requirements of IAS 19, resulting in no impact on statement of
profit or loss, whereas, the net impact (before tax) of the EIR on the statement of financial position and profit and loss account is Rs. 702.29 million. (2024: 754.96).

During the year, the Bank reassessed its hano-loan portfolio, and management aligned the write-off criteria with the 'General Loans category' as under by the Prudential Regulations. These revisions were
accounted for prospectively as a change in accounting estimate. Consequently, the credit loss allowance increased by Rs. 2.3 billion for the period, while net advances grew by Rs. 566 million.
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131

13.1.1

13.2

PROPERTY AND EQUIPMENT

Capital Work in progress
Property and equipment

Capital Work in progress

Opening

Additions during the year

Transfers to Property and Equipment

Closing
CWIP Includes:

Civil works
Advances to suppliers and contractors

Property and equipment

At January 1, 2025

Cost
Accumulated depreciation

Net book value

For the Year Ended December 31, 2025

Opening net book value
Additions/Transfers from CWIP
Disposals/ write offs (Cost)
Depreciation charge

Disposals/ write offs (Accumulated Depreciation)

Closing net book value

At December 31, 2025
Cost

Accumulated depreciation
Net book value

Rate of depreciation

December 31,

December 31,

2025 2024
Note e Rupees -----------
13.1 294,425,480 152,445,569
13.2 2,277,923,771 1,589,325,548
2,572,349,251 1,741,771,117
152,445,569 63,449,847
414,985,112 227,858,763
(273,005,201) (138,863,041)
13.11 294,425,480 152,445,569
97,513,150 91,150,686
196,912,329 61,294,883
294,425,480 152,445,569
December 31, 2025
Furniture and Electrical, office . Leasehold
. and computer Vehicles . Total
fixture . improvements
equipment
Rupees
380,847,009 2,266,085,649 327,907,555 523,562,294 3,498,402,507
(220,812,891) (1,241,291,719) (216,862,407) (230,109,943)  (1,909,076,960)
160,034,118 1,024,793,930 111,045,148 293,452,351 1,589,325,547
160,034,118 1,024,793,930 111,045,148 293,452,351 1,589,325,547
94,675,195 813,519,202 55,024,746 230,410,095 1,193,629,237

(15,955,814)
(60,042,960)

(56,537,697)
(316,945,609)

(44,865,019)
(56,029,452)

(19,929,579)
(54,637,601)

(137,288,110)
(487,655,622)

13,463,778 55,307,454 44,865,019 6,276,467 119,912,718
192,174,317 1,520,137,279 110,040,442 455,571,732 2,277,923,771
459,566,389 3,023,067,153 338,067,282 734,042,810 4,554,743,635
(267,392,072) (1,502,929,874) (228,026,840) (278,471,077)  (2,276,819,864)
192,174,317 1,520,137,279 110,040,442 455,571,732 2,277,923,771

20% 10-33% 25% 10%




13.21

13.2.2

At January 1, 2024

Cost

Accumulated depreciation
Net book value

For the Year Ended December 31, 2024

Opening net book value

Additions/Transfers from CWIP

Disposals/ write offs (Cost)

Depreciation charge

Disposals/ write offs (Accumulated Depreciation)

Closing net book value
At December 31, 2024
Cost

Accumulated depreciation
Net book value

Rate of depreciation

The cost of fully depreciated assets still in use

Furniture and fixture

Electrical, office and computer equipment
Vehicles

Leasehold improvements

December 31, 2024

Electrical, office

Furn_lture and and computer Vehicles . Leasehold Total
fixture . improvements
equipment
Rupees
291,458,656 1,661,268,236 309,737,084 481,565,042 2,744,029,018
(182,424,116) (1,023,470,915) (157,682,711) (189,775,282)  (1,553,353,024)
109,034,540 637,797,321 152,054,373 291,789,760 1,190,675,994
109,034,540 637,797,321 152,054,373 291,789,760 1,190,675,994
91,235,664 615,000,379 18,170,471 47,546,195 771,952,709
(1,847,311) (10,182,966) - (5,548,943) (17,579,220)
(40,417,744) (227,313,667) (59,179,696) (41,206,585) (368,117,692)
2,028,969 9,492,863 - 871,924 12,393,756
160,034,118 1,024,793,930 111,045,148 293,452,351 1,589,325,547
380,847,009 2,266,085,649 327,907,555 523,562,294 3,498,402,507
(220,812,891) (1,241,291,719) (216,862,407) (230,109,943)  (1,909,076,960)
160,034,118 1,024,793,930 111,045,148 293,452,351 1,589,325,547
20% 10-33% 25% 10%

December 31,

December 31,

2025 2024

----------- Rupees -----------
155,483,811 126,450,121
894,786,561 804,003,181
132,648,387 75,451,922

99,624,029 99,720,127

1,282,542,788

1,105,625,351

As required by BSD Circular No 11 of 2003, details of property and equipment disposed off during the year is disclosed in Annexure-l and forms integral part of

these financial statements.
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15

151

RIGHT-OF-USE ASSETS

At January 01,

Cost

Accumulated Depreciation
Net Carrying amount

For the Year Movement
Additions during the year

Depreciation Charge for the year

Remeasurement/Modification
- Cost
- Accumulated Depreciation

Net Carrying amount as at

December 31,
Rate of depreciation

INTANGIBLE ASSETS

Capital Work in progress
Intangible asset

Capital Work in progress
Opening

Additions during the year
Transfers to intangible asset

Closing

December 31, 2025

December 31, 2024

------- Rupees ---------- ----------- Rupees ----------

Buildings Vehicles Total Buildings Vehicles Total
2,710,819,186 155,255,830 2,866,075,016 1,542,437,827 - 1,542,437,827
(772,367,475) (9,110,640) (781,478,115) (702,756,793) - (702,756,793)
1,938,451,711 146,145,190 2,084,596,901 839,681,034 - 839,681,034
790,361,206 15,121,397 805,482,603 1,368,530,764 155,255,830 1,523,786,594
(387,759,994) (37,275,351) (425,035,345) (269,760,087) (9,110,640) (278,870,727)

(30,817,192) 6,536,740 (24,280,452) - - -

- (55,005,612) (55,005,612) (200,149,405) - (200,149,405)
- 13,065,019 13,065,019 200,149,405 - 200,149,405
371,784,020 (57,557,807) 314,226,213 1,098,770,677 146,145,190 1,244,915,867
2,310,235,731 88,587,383 2,398,823,114 1,938,451,711 146,145,190 2,084,596,901

10-20%

December 31,

10-20%

December 31,

Note

151
15.2

2025 2024

----------- Rupees -----------
520,785,384 615,890,424
863,775,811 484,836,111

1,384,561,195

1,100,726,535

615,890,424
425,880,880
(520,985,920)

68,527,434
684,524,592
(137,161,602)

520,785,384

615,890,424




15.1.1 CWIP Includes:

15.2

153

Advances to suppliers and contractors

At January 01,
Cost

Accumulated amortization and impairment
Net book value

For the Year Movement

Opening net book value

Additions:

- Directly Purchased/Transfers from CWIP
Disposals (Cost)

Amortization charge

Adjustment against amortization
Disposals/Write off (Accumulated Amortization)

Closing net book value

At December 31,

Cost

Accumulated amortization and impairment
Net book value

Rate of amortization

Useful life

The cost of fully depreciated intangibles still in use
Software and License

December 31, 2025

December 31,

2025

December 31,

2024

520,785,384

615,890,424

December 31, 2024

Software and
License

Software and
License

1,677,868,452
(1,193,032,341)

1,677,868,452
(1,193,032,341)

1,474,024,163
(1,034,413,623)

1,474,024,163
(1,034,413,623)

484,836,111 484,836,111 439,610,540 439,610,540
484,836,111 484,836,111 439,610,540 439,610,540
733,040,660 733,040,660 203,844,289 203,844,289

(354,044,398)
(56,562)

(354,044,398)
(56,562)

(158,618,718)

(158,618,718)

863,775,811

863,775,811

484,836,111

484,836,111

2,410,909,112
(1,547,133,301)

2,410,909,112
(1,547,133,301)

1,677,868,452
(1,193,032,341)

1,677,868,452
(1,193,032,341)

863,775,811

863,775,811

484,836,111

484,836,111

10-33%

10-33%

Over the Term
Of Contract

Over the Term

Of Contract

December 31,

2025

December 31,
2024

1,082,525,062

866,104,689




December 31, 2025

At Jan 01, 2025

Recognised in

Recgonised in

At Dec 31, 2025

P&L OCI
16 DEFERRED TAXASSET e Rupees -----------

Deductible temporary differences on:
Credit loss allowance against advances 4,606,277,012 2,090,516,289 - 6,696,793,301
Post retirement employee benefits 101,919,545 46,458,397 10,227,860 158,605,802
Lease liability net of right of use assets 34,710,545 127,007,505 - 161,718,050
Intangible assets 666,797 1,045,099 - 1,711,896

4,743,573,899 2,265,027,290 10,227,860 7,018,829,049

Taxable temporary differences on:

(21,600,194)
(25,893,855) -

(47,494,049) (79,022,284)
4,696,079,850 2,186,005,006

(79,022,284) -
(14,198,301)

(14,198,301)
(3,970,441)

(100,622,478)
(40,092,156)

(140,714,634)
6,878,114,415

Accelerated tax depreciation
Surplus / (deficit) on revaluation of investments measured at FVOCI

| December 31, 2024

At Dec 31, 2024

At Jan 01, 2024 |Recognised in P&L|Recgonised in OCI

Deductible temporary differences on:

Credit loss allowance against advances
Post retirement employee benefits
Lease liability net of right of use assets

Intangible assets

Taxable temporary differences on:

Accelerated tax depreciation
Deficit on revaluation of investments measured at FVOCI

2,378,668,595

2,227,608,417

4,606,277,012

49,993,870 33,482,837 18,442,838 101,919,545
37,130,832 (2,420,287) - 34,710,545
(4,435,141) 5,101,938 - 666,797
2,461,358,156 2,263,772,905 18,442,838 4,743,573,899

17,341,516 (38,941,710) - (21,600,194)
1,985,958 - (27,879,813) (25,893,855)
19,327,474 (38,941,710) (27,879,813) (47,494,049)

2,480,685,630

2,224,831,195

(9,436,975)

4,696,079,850




17

17.1

17.2

18

19

19.1

December 31,

December 31,

Note 2025 2024

OTHER ASSETS e Rupees -------------
Advances, deposits and prepayments 1,196,116,491 1,046,969,612
Receivable from related parties 171 617,270,156 640,535,805
ATM cards / printed stationary 68,210,242 134,422,204
Receivables from State Bank of Pakistan 17.2 1,352,288,682 331,337,870
Receivable from Raast 1,687,947,982 -
Receivable from 1-Link - 1,255,171,948
Advance tax - 515,616,273
Deferred employee benefits 12.3 722,571,013 389,763,023
Others 2,875,992,458 660,570,834

Less: Credit loss allowance held against other assets
Other assets (net of credit loss allowance)

Receivable from related parties

8,520,397,024

4,974,387,569

8,520,397,024

4,974,387,569

Pakistan Mobile Communications Limited (PMCL) - 596,398,014
JC Fintech (Private) Limited (JCFL) 584,056,711 -

Jazz cash (Private) Limited 30,539,588 44,118,134
Veon Limited (Ultimate Parent Company) 2,673,857 19,657

This represents claims for the amount of insurance premiums lodged / to be lodged with SBP under crop
loan insurance scheme, livestock insurance scheme, Mera Ghar Mera Pakistan scheme and Interest free

loan for Landless farmers of borrowers of the Bank.

December 31,

December 31,

Note 2025 2024

BILLS PAYABLE Rupees -------------
In Pakistan 703,185,185 618,273,788
BORROWINGS
Secured
Borrowings from State Bank of Pakistan

Long term facility 19.1 1,439,505,237 686,504,767

Finance cost on Long term facility 94,488,485 73,331,876
Borrowings from Other Banks / Financial Institutions

Short term facility 19.2 1,981,640,000 -
Finance cost on Short term facility- Net of Payments 2,384,232 6,093,255

3,518,017,954 765,929,898

The Bank has secured Demand finance facilities during the period on following terms:

State Bank of Pakistan has provided the bank credit line facility under Women Inclusive Finance Program
amounting to Rs. 750 million with State Bank of Pakistan to ease the liquidity constraints of microfinance
sector and provide access to long-term market based funding as on June 28, 2024 that will enhance
lending to women microfinance borrowers including microenterprises and micro housing. and carries
markup at the subsidized rate of six months KIBOR - 1% per annum payable by 15th of the subsequent
month of half year. The tenure of loan is 5 years. The loan is discounted using level 2 inputs other than
quoted prices that are observable for the liability.

State Bank of Pakistan has provided the bank credit line facility under Line of Credit Fund Program
amounting to Rs. 827 million with State Bank of Pakistan to ease the liquidity constraints of microfinance
sector and provide access to long-term market based funding as on March 27, 2025 that will enhance
lending to microenterprises and micro housing. and carries markup at the subsidized rate of six months
KIBOR - 1% per annum payable by 15th of the subsequent month of half year. The tenure of loan is 3
years. The loan is discounted using level 2 inputs other than quoted prices that are observable for the
liability.
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i)

The Bank has three secured running finance facilities during the period on following terms.

The Bank entered into running finance facility agreement amounting to Rs 1,000 million with Allied
bank to finance its operations and carries mark-up at the rate of three months KIBOR + 0.85% per
annum payable on quarterly basis. The tenure of loan is 12 months. First pari passu charge over all
the present and future advances , loan portfolio , receivables and investments of the bank with 25%
margin. As at December 31, 2025 facility availed upto PKR 979.2 Million (2024: Nil).

The Company has a Running Finance Facility Agreement amounting to PKR 1,000 million with the
Bank of Punjab to finance its working capital requirements. The facility carries a mark-up rate of 3
Months KIBOR + 0.80% per annum, payable quarterly in arrears. The tenure of the loan is 12
months. A First Pari Passu Charge (FPPC) has been created over all the present and future current
assets of the Company with a 25% margin. The facility is secured excluding land and buildings. As at
December 31, 2025, the facility remains un-availed. (2024: Nil).

iii) The Company has a Running Finance Facility Agreement amounting to PKR 1,000 million with MCB

20

20.1
20.2

20.3

20.4 Composition of deposit

to finance its working capital requirements. The facility carries a mark-up rate of 1 Months KIBOR +
1% per annum, payable quarterly in arrears. The tenure of the loan is 12 months, with the expiry date
of 30-Apr-2026. A First Pari Passu Charge (FPPC) has been created over all the present and future
current assets of the Company with a 25% margin. The facility is secured excluding land and
buildings. As at December 31, 2025, the facility was utilized upto PKR 1,000 Million. (2024: Nil).

Note December 31, 2025 December 31, 2024

DEPOSITS AND OTHER ACCOUNTS

Customers
Current Deposits
Saving Deposits
Term deposits

Financial Institutions
Current Deposits
Saving Deposits

Term deposits

............. Rupees

114,238,166,298
87,824,275,584
9,983,558,096

86,135,222,010
48,486,849,377
14,483,927,422

212,045,999,978

149,105,998,809

146,151,221
1,343,317,325
397,987,256

414,286,108
1,029,036,798
4,401,247,780

1,887,455,802

5,844,570,686

213,933,455,780

154,950,569,495

Current accounts - deposits repayable on demand, non-remunerative 57,854,081 (2024: 48,921,558)

Saving accounts - deposits repayable on demand, remunerative 227,297 ((2024: 201,679)

Composition of deposits

- Individuals

- Government (Federal and Provincial)

- Public sector entities
- Banking companies

- Non-banking financial institutions

- Private sector

- Branchless Banking
- Branches

Note December 31, 2025

December 31, 2024

127,125,625,905
10,329,919,420
78,821,952
120,783,343
1,675,211,232
74,603,093,928

103,554,264,655
11,982,229,916
2,440,108,900
4,887,815,990
956,754,697
31,129,395,337

213,933,455,780

154,950,569,495

108,251,141,737
105,682,314,043

84,312,320,320
70,638,249,175

213,933,455,780

154,950,569,495

20.5 Deposits include related parties balance amounting to Rs 2,050.73 million (2024:Rs 1,851.14
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22.1

Note December 31,2025 December 31, 2024

LEASE LIABILITIES
At January 01,
Additions during the year:

————————————— RUPEES ===-====z=een
2,173,598,296 934,888,295

Buidlings 790,361,206 1,368,530,764
Vehicles 21.1 15,121,397 155,255,830
Deletions during the year:

Vehicles (45,150,228) -
Remeasurement/Modification (24,280,452) -
Interest Expense 386,678,333 224,941,713

Payment (482,843,771) (510,018,306)

At December 31, 2,813,484,781 2,173,598,296

The Bank (MMBL) has entered in to Lease Finance Facility (LFF) agreement amounting to Rs 300
Million with The Bank of Punjab, for the procurement of new or used vehicles, either local or
imported, to meet the operational requirements of MMBL and its stafffemployees. The applicable
interest rate is the 3-month Karachi Inter-Bank Offer Rate (KIBOR) plus 0.85% per annum, with the
mark-up payable quarterly in arrears. The tenor for each lease facility is limited to a maximum of 4
years. No grace period is provided for this lease facility. The title of the leased vehicles will be held
in the name of The Bank of Punjab (BOP) as security.

Note December 31,2025 December 31, 2024

Contractual maturity of lease liabilities
Short-term lease liabilities - within one year - -
Long-term lease liabilities

-1to 5years
-5to 10 years

- More than 10 years

Total lease liabilities
SUBORDINATED DEBT

Opening

22.1

1,130,779,238
1,682,705,543

1,630,637,255
542,961,041

2,813,484,781

2,173,598,296

2,813,484,781

2,173,598,296

2,016,547,946

2,029,849,186

Finance Cost:
Finance cost on subordinated debt 286,780,274

(291,924,049)

455,428,320

Payment during the period / year (468,729,560)

2,011,404,171 2,016,547,946

This represents Rated, Unsecured, Subordinated, and Privately Placed Tier Il Term Finance
Certificates (TFCs) of worth Rs. 2,000,000,000/-, fully subscribed on November 23, 2022, to improve
the Capital Adequacy Ratio, carrying a floating coupon rate of 6-month KIBOR plus 2.10% per
annum. The issue is for a period of 7 years from the date of subscription and will mature on
November 23, 2029. The issuer has assigned a preliminary rating of “A-" (Single A minus).

The TFCs were listed on the Pakistan Stock Exchange (PSX) on May 22, 2025, with trading
commencing on May 23, 2025. Only Qualified Institutional Buyers (QIBs) are allowed to trade these
TFCs. The market lot is one certificate with a face value of PKR 100,000, and settlement is carried
out through the National Clearing Settlement System (NCSS) on a T+1 basis.

The interest is payable on a bi-annual basis, starting from six months subsequent to the subscription
of the TFCs. The principal amount shall be redeemed in four (4) equal semi-annual installments
commencing from the end of the 66th month from the issue date. The Issuer (MMBL) may call the
TFCs, in part or in full, after five (5) years from the issue date on the principal redemption date,
subject to prior SBP approvals, by giving 45 days’ prior notice to the Issue Agent and Investors. The
notice, once given, shall be irrevocable, and shall specify the date fixed for the exercise of the Call
Option (the "Call Option Date").
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23.1

24

24.1

24.2

As per the lock-in clause requirement for Tier Il Issues (Para 12 of Annexure 3 of BPRD Circular # 6
of 2013), neither profit nor principal will be payable (even at maturity) in respect of the TFCs if such
payment will result in a shortfall in the Bank's Capital Adequacy Ratio (CAR) or an increase in any
existing shortfall in CAR.

As per the Loss Absorbency Clause requirement (Para xix of Annexure 3 and Para A-53 of Annexure
5 of BPRD Circular # 6 of 2013) for Tier Il capital purposes, the TFCs will be subject to loss
absorbency and/or any other requirements under SBP's instructions. Upon the occurrence of a Point
of Non-Viability event, SBP may, at its option, fully and permanently convert the TFCs into common
shares of the Bank and/or have them immediately written off (either partially or in full). The
conversion shall be based on the price as agreed with SBP.

Given the instrument’s floating-rate feature (6M KIBOR + 210 bps) and lack of an active secondary
market, Management considers that the carrying amount of the TFC, including accrued profit,
approximates its fair value.

Note December 31,2025 December 31, 2024

DEFERRED GRANTS e RUp€es -------------

Opening balance 63,433,566 2,595,000
Grant received during the year 23.1 58,920,913 71,181,873
Grant recognised as Income during the year (27,887,274) (10,343,307)
Closing balance 94,467,205 63,433,566

This represents the difference between the settlement amount and fair value of Long term facility
extended during the period by State Bank of Pakistan amounting to Rs 58.92.

Note December 31,2025 December 31, 2024
------------- Rupees -------------

OTHER LIABILITIES

Accrued expenses 24.1 3,969,664,128 2,291,543,854
Payable to related parties 24.2 5,009,705,705 2,232,110,635
Tax payable 24.3 178,239,772 -

Defined benefit obligation 43.4 406,681,543 261,332,166
Taxes and levies withheld 1,903,838,597 1,004,803,199
Payable to suppliers 24.4 1,997,712,282 1,649,269,148
Bills collected for settlement through NADRA 141,406,693 87,479,372
RAAST payable - 920,670,423
Remittances 24.5 2,974,554,855 3,051,265,046

Payable to Merchants and others
Payable to 1 - Link
Others

3,018,672,203
841,652,620
889,089,412

3,673,046,888

209,986,115

21,331,217,810

15,381,506,846

This represents accruals related to utility bills, NADRA charges, professional charges, employee

bonus and incentives.

Note December 31, 2025

December 31, 2024

Payable to related parties e Rupees -------------
Payable to related parties - PMCL 700,528,437 1,791,682,244
Payable to related parties - JCFL 3,713,722,916 -
Payable to related parties - JCPL 159,631,264 88,402,950
Payable to related parties - VEON 435,823,089 352,025,441

5,009,705,706

2,232,110,635
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Note December 31, 2025 December 31, 2024

Tax payable e Rupees -------------
Opening balance (515,616,279) 1,385,775,023
Provision for taxation 3,417,644,035 968,500,036
Tax paid (2,723,787,984) (2,869,891,338)
Closing balance 178,239,772 (515,616,279)
This includes Rs 34.78 million payable to a related party PMCL. (2024: Rs 88.99 million)

It also includes Rs 1.99 billion related to uncollected remittances. (2024: Rs. 2.02 billion)

Note December 31,2025 December 31, 2024

SHARE CAPITAL e Rupees _____________

Authorized capital

2025 2024
Numbers Numbers

1,360,000,000 360,000,000 13,600,000,000 3,600,000,000

Ordinary shares of Rs. 10 each.

Issued, subscribed and paid-up capital

413,196,418 271,359,683 4,131,964,180 2,713,596,830

Fully paid in cash of Rs. 10 each.

Veon Microfinance Holdings B.V (VMH) is the holding company controlling 413,196,418 i.e. 99.99%
shares (2024: 271,359,683 i.e. 99.99%). Each share of the company has equal voting right and

During the period, the Bank converted the Advance Against Issue of Right Shares into ordinary
shares. A total of 141,836,735 ordinary shares were allotted on June 26, 2025, against the said
advance. These shares have been credited to the respective shareholders' CDC (Central Depository
Company) accounts.Following this allotment, the total number of issued ordinary shares increased
from 271,359,683 to 413,196,418. Each share was converted at par value of Rs. 10, whereas the
effect of above par coversion has been taken to share premium, resulting in a balance of Rs.
2,756,882,650.

Note December 31, 2025 December 31, 2024

ADVANCE AGAINST ISSUE OF SHARES 26.1 5,611,750,000 4,175,250,000

In 2024, the Bank received an advance against proposed right issue amounting to Rs. 4.18 billion,
with shares to be issued at a premium of Rs. 19.40 per share, fully subscribed by the Bank’s parent
company, Veon Microfinance Holdings B.V. Subsequently, this advance was converted into equity
through the issuance of 141,836,735 ordinary shares, which were allotted on June 26, 2025, and
credited to the shareholder's CDC account. As a result, the total number of issued shares increased
to 413,196,418 and the paid-up capital of the Bank increased to Rs. 4.13 billion. During the period,
shares and share premium has been alotted against this amount recieved. Further, during this year,
the Bank received advance against Right Issue amouning to Rs 1.4 Billion and Rs. 4.2 Billion for
issuance of 56,490,780 and 168,441,840 shares respectully, fully subscribed by the Bank's parent
company Veon Microfinance Holdings B.V.
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28.1.1

28.1.2

28.2

a)

b)

c)

d)

28.3

Note December 31, 2025 December 31, 2024

------------- Rupees -------------
SURPLUS / (DEFICIT) ON FAIR VALUE OF
ASSETS
Fair Value Surplus on revaluation of
- FVOCI - debt 11.1 102,800,400 66,394,500
Deferred tax on surplus on revaluation of:
- FVOCI - debt (40,092,156) (25,893,855)
62,708,244 40,500,645
CONTINGENCIES AND COMMITMENTS
Guarantees 28.1 620,629,066 443,957,947
Other contingent liabilities 28.2 - -
620,629,066 443,957,947
Financial guarantees
Bank guarantee 28.1.1 452,642,722 339,410,197
Standby letter of guarantee 28.1.2 167,986,344 104,547,750
620,629,066 443,957,947

This mainly includes Bank guarantees issued by the Bank to Pakistan Railway amounting to Rs.100
million against the online payment processing services, Nutrition Conditional Cash Transfer (H&N
CCT) program Reform Support Unit to Rs 80 million against Disbursement of Girls Stipend in Public
Schools Across Sindh, Benzair income support program amounting to Rs. 65 million and Punjab
Social Protection Authority amounting to Rs. 75 million and 48.5 pertaining to Directorate Animal
Husbandry Sindh.

This represents letter of guarantee issued by the Bank to M/s Visa amounting to Rs. 14.16 million
and Master Card International amounting to USD 100,000 and Rs. 125.8 million respectively for
interbank settlement. The amount is translated into PKR at exchange rate prevailing on reporting

Other contingent liabilities

The Taxation Officer issued the assessment order under section 122(5A) of the Income Tax
Ordinance, 2001 dated January 29, 2025 by reducing refund amount by Rs. 58.31 M. The Bank has
filed appeal before the ATIR on February 26, 2025 and the case is not yet fixed for hearing.

In addition to the above the bank is contesting litigations with tax authorities on different forums
including litigations such as sales tax and FED. Rs.19.48 M, Rs. 41.66 M Rs. 66.32 M, Rs.280.23M
and Rs.248.66 M related to Sales Tax demands for the years from 2019 to 2022 which are still under
appeal before the CIR(A) and ATIR. Management consider these litigations are not material and
expects a favorable decision from tax authorities.

In June 2020, the Assessing Officer imposed penalty of Rs. 6.13 million under section 182 of the
Ordinance for Tax Year 2019 alleging late filing of the Income Tax return. The Bank's appeal was
accepted by the CIR(A) and the demand was deleted. The Department has filed appeal before the
ATIR which is pending adjudication.

For the year ended 31 December 2016 and 2017, the Taxation Officer, SRB issued an assessment
order dated 27 April 2024 adjudging Sindh sales tax demand of Rs. 5.57 million (including penalty of
Rs.0.27 million) and default surcharge (to be calculated at the time of payment) . On 21 May 2024,
the Bank filed an appeal before the C(A), SRB, the proceedings whereof are underway. However, the
likelihood of a favorable outcome is medium.

The Bank has various pending litigations mainly involving its customers, and also includes claims
filed by its former employees. The Bank has also filed counter claims in various cases. While these
litigations remain pending at various forums. Management, based on legal advice, believes that no
material liability would be incurred by / against the bank in relation to these cases.
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31

311

31.2

Note December 31, 2025

MARK-UP / RETURN / INTEREST EARNED

Loans and advances 29.2
Investments

Balances with other MFBs / banks / NBFls

Lendings to financial institutions

Interest income (calculated using effective
interest rate method) recognised on:

Financial assets measured at amortised cost;
Financial assets measured at FVOCI.

December 31, 2024

............. Rupees

54,453,522,456
8,826,186,189
757,716,227
2,616,856,770

41,664,452,353
7,193,177,982
1,620,549,910
2,502,409,580

66,654,281,642

52,980,589,825

58,751,951,242
7,902,330,400

46,541,908,395
6,438,681,430

66,654,281,642

52,980,589,825

This includes markup income on Nano loans amounting to Rs. 38,701 million (2024: 25,747 million).
This Markup Income includes JCFL Share amounting to Rs. 28,572 million under Revenue Sharing

arrangement with JCFL.

Note
MARK-UP / RETURN / INTEREST EXPENSED

Deposits
Subordinated debt
Borrowings

Lease liabilities

Interest expense calculated using effective
interest rate method

FEE AND COMMISSION INCOME

Branchless banking income 311
Commission from insurance companies

Loan processing fee

Others

Branchless banking income

Branchless banking income 31.2
Interest income on Nano advances

Commission to retailer / franchisee

Commission to a related party - JCFL

Commission to a related party - PMCL 31.3

Amount reclassified to Markup/return interest earned

Commission to retailer / franchisee and JCFL /
PMCL - reclassified to Administrative expenses

December 31, 2025

December 31, 2024

............. Rupees

9,849,717,270
286,780,274
228,751,835
386,678,333

11,713,288,511
455,428,320
81,965,960
224,941,713

10,751,927,712

12,475,624,504

10,751,927,712

12,475,624,504

19,815,913,310
1,329,606,120
514,752,603
648,249,364

12,794,108,028
567,854,289
513,238,034
526,297,622

22,308,521,397

14,401,497,973

19,815,913,310
38,701,403,403
(3,191,021,109)

(28,340,041,939)

12,794,108,028
25,747,882,743
(4,559,598,911)

(18,392,266,340)

26,986,253,665
(38,701,403,403)

31,531,063,048

15,590,125,520
(25,747,882,743)

22,951,865,251

19,815,913,310

12,794,108,028

The total income from branchless banking comprises earnings from wallet-based transactions
conducted through the JazzCash platform and interest income on nano advances extended via
digital channels. Associated expenses include commissions paid to retailers and agents, as well as

the share of profit attributable to JCFL under the revenue-sharing arrangement.
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Note December 31, 2025

GAIN ON SECURITIES
Realised 32.1

Realised gain on:

Federal Government securities

Net gain/loss on financial assets/ liabilities
measured at FVOCI:

Net gain on financial assets (debt instruments)
measured at FVOCI

OTHER INCOME

Loss on disposal of fixed assets
Grant Income
Miscellaneous income

OPERATING EXPENSES

Branchless banking commission expense
Commission to retailer / franchisee 311
Commission to a related party - JCFL

Commission to a related party - PMCL

Others

Total compensation expense 34.1
Contribution to defined contribution plan
Provision for Defined benefit obligation
Directors' fees and allowances

Training / Capacity building

Rent, taxes, insurance, electricity, etc.
Legal and professional charges
Communications

Repair and maintenance - Vehicle
Stationary and printing

Advertisement and publicity

Auditors remuneration 34.2
Depreciation 13.2& 14
Amortization 15
Travel and transportation

Management fee

Repair and maintenance - General

Customer verification charges 34.3
Bank charges

IT equipment and software maintenance

Ready cash expense

Security

Janitorial services

Office supplies

Entertainment

Other projects expenses

Technical Support Charges - JCFL

Corporate Social Responsibility 34.4
Others

43.7.1

December 31, 2024

------------- Rupees -------------
5,775,000 1,045,500
5,775,000 1,045,500
5,775,000 1,045,500
5,775,000 1,045,500
5,775,000 1,045,500

(523,624) (3,243,765)

27,387,273 6,506,087
487,007,916 -

513,871,565 3,262,322

3,191,021,109
28,340,041,939

5,831,170,339
227,942,146
150,980,230
5,600,000
139,292,858
923,944,372
198,716,447
66,509,376
24,283,362
334,140,659
202,156,218
167,379,957
912,690,967
354,044,398
536,558,397
110,909,808
2,180,872,868
2,704,862,293
1,689,912,900
3,564,099,671
286,297,240
246,969,176
48,604,503
91,905,732
275,943,427
1,468,900,719
7,864,011
151,054,876

4,559,598,911

18,392,266,340

4,483,767,487
177,246,401
94,512,066
5,400,000
82,536,986
795,481,543
209,561,260
47,780,050
12,529,836
199,926,075
134,716,609
144,911,045
646,765,669
158,618,718
226,856,054
160,692,484
112,488,866
713,049,960
1,880,272,006
1,299,893,105
2,363,899,861
238,528,486
192,110,355
35,973,231
107,356,787
62,888,251
4,023,937
197,883,049

54,434,669,998

37,741,535,428
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Note December 31,2025 December 31, 2024
Total compensation expense ~ cemeeeeeeeee Rupees -------------
Fees and allowances
Managerial remuneration
i) Fixed 1,773,651,342 1,301,376,209
i) Variable
a) Cash bonus / awards etc. 316,319,733 304,982,099
b) Sales Staff Incentive 1,044,130,661 538,407,512
Rent & house maintenance 437,319,863 356,197,378
Utilities 286,890,425 227,946,283
Conveyance 194,540,671 173,206,355
Fuel Allownace 279,722,505 278,669,199
Petrolium,Qil and Lubricant - Staff - 292,747,084
Employee benefit expense - against staff loans 229,211,106 40,602,904
Car Allowance 191,738,509 183,252,501
Car Maintenance Allowance 68,287,034 66,374,311
Meal Allowance 91,030,183 81,541,336
Cost of living allowance 266,367,205 208,148,192
Medical Allowance & Reimbursement 340,707,608 181,821,374
Group Medical Insurance 181,999,499 158,582,903
Group Life Insurance 9,660,586 20,113,389
Relocation Allowance 20,685,942 21,372,496
Internship Stipend 42,793,796 25,852,576
Others/Misscelaneous 56,113,671 22,573,386
5,831,170,339 4,483,767,487
Auditors remuneration
Audit fee 3,054,975 2,656,500
Fee for half yearly review 1,138,500 1,138,500
Fee for special audits/certifications 34.2.1 162,075,211 139,682,958
Out of pocket expenses 419,348 540,788
Sales tax 691,923 892,299
167,379,957 144,911,045

This includes fee for audits of financial statements of AJK operations and for other certifications
(Capital adequacy ratio, certification on livestock insurance etc from statutory auditors). Rs 155.87
Million pertains to the Group Auditors, other professional firm (2024: Rs 138.07 million).

This includes verification charges of National Database Registration Authority (NADRA) for verisys,
eCIB charges and other charges for customer verifications.

This included following Social Investment Contributions under CSR activities made by Mobilink Bank:

- Rs 3,564,011 given to Zindagi Trust for solarization of digital arts lab at Khatoon-e-Pakistan
Government Girls Secondary School, Karachi (2024: Nil).

- Rs 4,300,000 given to World Wide Fund (WWF) for Nature - Pakistan, for Installation of solar
powered water purification system at College of Education, Girls Campus in Jutial, Gilgit (2024: Nil).

Note December 31, 2025 December 31, 2024

OTHER CHARGES e Rupees -------------

Penalties imposed by the State Bank of

Pakistan 35.1 1,940,000 11,776,500

Gifts & Hospitality - Govt. Officials 6,398 )
1,946,398 11,776,500

The charge represents the penalties paid to the State Bank of Pakistan (SBP) in respect of certain
instances of violations.
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37.1

38
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40

40.1

CREDIT LOSS ALLOWANCE AND WRITE

OFFS - NET

Credit loss allowance against loans & advances 12.1.2

Other writeoffs
Liabilities written back

Recovery of written off / charged off bad debts

Note December 31, 2025

December 31, 2024

25,175,420,156
16,101,563

(4,598,904,608)

21,186,159,520
222,316,344

(1,231,327,077)

20,592,617,111

20,177,148,787

This includes operational loss related to IBFTs and embezzlement of customer recoveries, and over-

due Paypak fee from customers written off during the year.

TAXATION

Current
Prior years
Deferred

Relationship between tax expense and

accounting profit

Profit / (Loss) Before Taxation
Applicable tax rate

Tax as per accounting profit

Effect of:

- Permanent differences
- Prior year adjustment
- Others

BASIC EARNINGS / (LOSS) PER SHARE
(Loss) / Profit for the year

Weighted average number of ordinary shares
Basic (loss) / earnings per share

DILUTED EARNINGS / (LOSS) PER SHARE
(Loss) / Profit for the year

Weighted average number of ordinary shares
(adjusted for the effects of all dilutive potential

ordinary shares)

Diluted (loss) / earnings per share

CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks
Balances with other MFBs / Banks / NBFls

Investments in government T-bills (having less

than three months maturity)

Note December 31, 2025

December 31, 2024

3,533,931,379
(116,287,344)
(2,186,005,007)

1,375,127,440
(406,627,404)
(2,224,831,195)

1,231,639,028

(1,256,331,159)

3,622,750,539

(3,089,028,962)

39%
1,412,872,710

756,600
(116,287,344)
(65,702,938)

39%

4,592,835
(406,627,404)
(854,296,590)

1,231,639,028

(1,256,331,159)

2,391,111,511

(1,832,697,803)

413,196,418

271,359,683

5.79

(6.75)

2,391,111,511

(1,832,697,803)

446,063,498

413,374,989

5.36

(4.43)

9,769,793,011
7,492,544,695

75,681,772,649

11,533,419,056
11,163,482,244

49,589,455,632

92,944,110,355

72,286,356,932

Cash and cash equivalents include, Cash and bank balances and investments with maturity of less

than three months.
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43
43.1

43.2

43.3

43.4

43.5

STAFF STRENGTH

Permanent
On contract

MFB's own staff strength at the end of the year

NUMBER OF BRANCHES

As at January 01,
Opened during the year
Closed during the year

At the end of the year
DEFINED BENEFIT PLAN

General description

Note December 31, 2025

December 31, 2024

------------- Number -------------

2,417 2,040

42 244

2,459 2,284

113 109

11 5
- 1)

124 113

As explained in note 5.12 (b) the Bank operates defined benefit plan comprising an unfunded gratuity
scheme covering all eligible employees completing the minimum qualifying period of service (three

years) as specified by the scheme.
Number of Employees under the scheme

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

Gratuity fund

Principal actuarial assumptions

December 31, 2025

December 31, 2024

2,007

The latest actuarial valuation of the gratuity scheme was carried out at December 31, 2025.
Following are the significant assumptions used in the valuation;

Discount rate

Expected rate of salary increase

Mortality rates

Average expected remaining life of employees
Average duration of liability

Reconciliation of (receivable from) / payable

to defined benefit plans

Present value of obligations
Benefits due but not paid (Payables)

Defined benefit obligation
Movement in defined benefit obligations

Obligations at the beginning of the year
Current service cost

Past service cost (Credit)

Interest cost

Benefits due but not paid (Payables)
Benefits paid

Re-measurement loss / (gain)

Obligations at the end of the year

December 31, 2025

December 31, 2024

————————————— Per Annum -------------
11.50% 12.25%
11.50% 12.25%

SLIC 2001 - 2005 SLIC 2001 - 2005
10 years 10 years
10 years 10 years

Note December 31, 2025

December 31, 2024

------------- Rupees -------------
392,262,901 261,332,166
14,418,642 4,649,002
43.5 406,681,543 265,981,168
261,332,166 128,189,409
122,299,183 76,400,047
- 185,520
28,681,047 17,926,499
(31,856,135) (8,658,637)
26,225,282 47,289,328
406,681,543 261,332,166




43.6

43.7
43.7.1

43.7.2

43.8

43.9

43.10

Note December 31,2025 December 31, 2024

Movement in (receivable) / payable under = e Rupees -------------
defined benefit scheme

Opening balance 261,332,166 128,189,409
Charge / (reversal) for the year 43.7.1 150,980,230 94,512,066

Contribution by the MMBL - net - -
Re-measurement loss / (gain) recognised

in OCI 43.7.2 26,225,282 47,289,328
Benefits due but not paid (Payables) - -

Benefits paid by the MFB (31,856,135) (8,658,637)
Closing balance 406,681,543 261,332,166

Charge for defined benefit plan

Cost recognised in profit and loss

Current service cost 122,299,183 76,400,047
Past Service Cost (Credit) - 185,520
Net interest on defined benefit liability 28,681,047 17,926,499

150,980,230 94,512,066

Re-measurements recognised in OCI during
the year

Loss / (gain) on obligation - -

Demographic assumptions - -
Financial assumptions (683,931) (1,523,134)

Experience adjustment 26,909,213 48,812,462
Total re-measurements recognised in OCI 26,225,282 47,289,328
Sensitivity Analysis

1% increase in discount rate 352.060,956 232,618,735
1% decrease in discount rate 431,825,510 284,918,214
1 % increase in expected rate of salary increase 432,376,521 285,295,285
1 % decrease in expected rate of salary increase 350,887,667 231,837,827
Expected charge / (reversal) for the next

financial year 189,034,683 145,522,984

Significant risk associated with the staff
retirement benefit schemes.

43.10.1 Final Salary 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.

43.10.2 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.

43.10.3 Withdrawal Risk

44

The risk of actual withdrawals experience is different from assumed withdrawal probability. The
significance of the withdrawal risk.

DEFINED CONTRIBUTION PLAN

The provident fund has been established collectively for the employees of Mobilink Microfinance
Bank Limited, Pakistan Mobile Communication limited, LINKdotNET Telecom Limited, Business &
Communication Systems (Private) Limited and Veon Global Services (Private) Limited.

All the investments out of provident fund trust have been made in accordance with the provisions of
Section 218 of the Companies Act, 2017 and the rules formulated for that purpose.



45 COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONNEL

December 31, 2025

December 31, 2024

Non-Executives Key Non-Executives Kev Management
Iltems (Independent |President/CEO| Management (Independent | President/ CEO y g
. . Personnel
Directors) Personnel Directors)
--------------------- Rupees -----------=-enenemm-

Fees and allowances
Managerial remuneration
i) Fixed 5,600,000 41,014,282 189,102,928 5,400,000 45,150,720 179,102,308
i) Variable - - - -
a) Cash bonus / awards - 16,657,659 25,123,564 - 17,517,941 64,208,826
Charge for defined benefit plan - 4,073,000 23,044,879 - 3,762,560 14,925,192
Contribution to defined contribution plan - 3,801,427 15,118,718 - 4,515,079 17,332,026
Rent & house maintenance - 270,000 3,070,161 - 360,000 3,400,500
Utilities - 4,101,427 18,910,287 - 4,515,080 17,910,222
Medical - - - -
Conveyance - 125,806 6,490,323 - 3,725,000 28,951,667
Cost of Living Allowance - 216,000 2,456,129 - 216,000 2,720,400
Relocation Allowance - 1,382,000 - - 1,342,500
Total 5,600,000 70,259,601 284,698,989 5,400,000 79,762,380 329,893,641
Number of persons 6 1 14 6 2 14

45.2 President. Chief executive, key management personals and other employees are provided with annual bonus as per Bank's policy.

45.1 The President / Chief Executive Officer is provided with the Bank's owned and maintained car in accordance with their entittlement as per rules of the Bank.




a)

b)

c)

46 FAIR VALUE MEASUREMENTS

The fair value of traded investments is based on quoted market prices, except for securities classified by the Bank as ‘held to maturity’. Securities classified
as held to maturity are carried at amortized cost. Fair value of unquoted equity investments is determined on the basis of break up value of these
investments as per the latest available audited financial statements.

Fair value of fixed term loans, other assets, other liabilities, fixed term deposits and borrowings cannot be calculated with sufficient reliability due to the
absence of current and active market for such assets and liabilities and reliable data regarding market rates for similar instruments. The provision for
impairment of loans and advances has been calculated in accordance with the Bank’s accounting policy as stated in note 5.3 to these financial statements.

Fair value of remaining financial assets and liabilities except fixed term loans, staff loans, non-performing advances and fixed term deposits is not significantly
different from the carrying amounts since assets and liabilities are either short term in nature or are frequently repriced in the case of customer loans and
deposits.

The Bank measures fair values using the following fair value hierarchy that reflects the significance of the inputs used 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 quoted 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).
Financial instruments in level 1

Currently, no financial instruments are classified in level 1.

Financial instruments in level 2

Financial instruments included in level 2 comprise of investment in market treasury bills.

Financial instruments in level 3

Currently, no financial instruments are classified in level 3.

The Bank’s policy is to recognize transfers into and out of the different fair value hierarchy levels at the date the event or change in circumstances that caused
such transfer takes place. There were no transfers between levels 1 and 2 during the year.

The table below analyses the financial and non-financial assets carried at fair values, by valuation methods. Valuation of investments is carried out as per
guidelines specified by the SBP.



46.1

On balance sheet financial instruments

Financial assets - measured at fair value
Investments:

Federal Government securities

Financial assets - disclosed but
not measured at fair value

Investments
Federal Government securities

Cash and balances with treasury banks
Balances with other MFBs / Banks / NBFIs
Lending to financial institutions

Advances

Other assets

Total

On balance sheet financial instruments

Financial assets - measured at fair value
Investments:

Federal Government securities

Financial assets - disclosed but

not measured at fair value

Investments:

Federal Government securities

Cash and balances with treasury banks
Balances with other MFBs / Banks / NBFIs
Lending to financial institutions

Advances

Other assets

Total

Valuation techniques and inputs used in determination of fair valuation of financial instruments within Level 2 :

December 31, 2025

Fair Value

Carrying Value

Level 1

Level 2

Level 3

Total

87,143,571,802

8,137,881,876

9,769,793,011
7,612,121,991
26,409,646,615
101,060,415,978
8,520,397,024

Rupees

87,143,571,802

87,143,571,802

248,653,828,297

87,143,571,802

87,143,571,802

December 31, 2024

Fair Value

Carrying Value

Level 1

Level 2

Level 3

Total

53,370,721,002

7,979,022,591
11,533,419,056
11,223,432,244
11,748,833,286
74,932,160,102
4,458,771,296

Rupees

53,370,721,002

53,370,721,002

175,246,359,577

53,370,721,002

53,370,721,002

Iltem Valuation techniques and inputs used

Federal Government Securities |Marked to Market on the basis of PKRV rates.
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47.1

SEGMENT INFORMATION

Segment details with respect to business activities

Profit and loss
Net mark-up / return / profit
Inter segment revenue - net

Non mark-up / return / interest income

Total income

Segment direct expenses

Inter segment expense allocation
Total expenses

Credit loss allowance and write offs - net

Profit before tax

Balance sheet

Cash and bank balances
Investments

Net inter segment lending
Lendings to financial institutions
Advances - performing
Advances - non performing
Others

Total assets

Borrowings

Deposits and other accounts
Net inter segment borrowing
Others

Total liabilities

Equity

Total equity and liabilities

Contingencies and commitments

2025

Core Banking

Islamic
Banking

Total

Rupees

55,910,609,276

22,820,733,080

(8,255,346)

1,250

55,902,353,930

22,820,734,330

78,731,342,356
(54,488,722,259)

(8,254,096)
(18,998,351)

78,723,088,260
(54,507,720,610)

(54,488,722,259)
(20,592,617,111)

(18,998,351)

(54,507,720,610)
(20,592,617,111)

3,650,002,986

(27,252,447)

3,622,750,539

17,168,638,343
95,281,453,678
26,037,816
26,409,646,615
97,940,783,058
3,119,632,920

213,276,659

(26,037,816)

17,381,915,002
95,281,453,678
26,409,646,615
97,940,783,058

3,119,632,920

21,605,420,711 148,824,288 21,754,244,999
261,551,613,142 336,063,131 261,887,676,273
3,518,017,954 - 3,518,017,954
213,928,847,517 4,608,263 213,933,455,780
(26,037,816) 26,037,816 -
26,769,014,020 184,745,132 26,953,759,152
244,189,841,675 215,391,211 244,405,232,886
17,282,443,386 200,000,000 17,482,443,386
261,472,285,061 415,391,211 261,887,676,272
620,629,066 - 620,629,066




47.2

Profit and loss

Net mark-up / return / profit

Inter segment revenue - net

Non mark-up / return / interest income
Total income

Segment direct expenses

Inter segment expense allocation

Total expenses

Credit loss allowance and write offs - net
Profit before tax

Balance sheet

Cash and bank balances
Investments

Net inter segment lending
Lendings to financial institutions
Advances - performing
Advances - non performing
Others

Total assets

Borrowings

Deposits and other accounts
Net inter segment borrowing
Others

Total liabilities

Equity

Total equity and liabilities

Contingencies and commitments

2024

Core Banking

Islamic Banking

Total

Rupees
40,504,965,321 - 40,504,965,321
14,408,424,958 - 14,408,424,958
54,913,390,279 - 54,913,390,279
(37,825,270,454) - (37,825,270,454)
(37,825,270,454) - (37,825,270,454)
(20,177,148,787) (20,177,148,787)
(3,089,028,962) - (3,089,028,962)
22,756,851,300 - 22,756,851,300
61,349,743,593 - 61,349,743,593
11,748,833,286 - 11,748,833,286
71,532,967,845 - 71,532,967,845
3,399,192,257 - 3,399,192,257
14,597,561,972 - 14,597,561,972
185,385,150,253 - 185,385,150,253
2024
Core Banking Islamic Banking Total
Rupees
765,929,898 - 765,929,898

154,950,569,495

20,253,360,442

154,950,569,495

20,253,360,442

175,969,859,835
9,415,290,418

175,969,859,835
9,415,290,418

185,385,150,253

185,385,150,253

443,957,947

443,957,947

Segment details with respect to geographical locations

Segment details with respect to geographical locations are not presented in these financial statements as
geographically the Bank is concentrated in Pakistan only.



48 RELATED PARTY TRANSACTIONS

The Bank's Ultimate Parent is Veon Limited (VL). Therefore, all subsidiaries and associated undertakings of VL are related parties of the Bank. Other related parties include directors, key
management personnel (KMP) which include CEO and Head of Departments (HOD's) and entities under common directorship. All transactions involving related parties are subject to the

approval of the Board of Directors. Significant transactions with the related parties entered into during the year are as follows:

Note |

ADVANCES

Opening balance
Addition during the period
Repaid during the period
Closing balance

OTHER ASSETS

Interest / mark-up accrued
Other receivable :

- Pakistan Mobile
Communications Limited

- JC Fintech (Pvt) Limited
- Jazzcash (Pvt) Limited

- Veon Limited

Salary and other advances
DEPOSITS AND OTHER ACCOUNTS
Opening balance

Received during the period / year
Withdrawn during the period / year

Closing balance 48.1

OTHER LIABILITIES
Interest / mark-up payable

- Pakistan Mobile
Communications Limited

- JC Fintech (Pvt) Limited

- Linkdotnet Pakistan (Pvt) Ltd
Payable to related parties

- Pakistan Mobile
Communications Limited

- JC Fintech (Pvt) Limited

- Jazzcash (Pvt) Limited

- Veon Limited

NET ASSETS

Advance against issue of shares

- Veon Microfinance Holdings B.V. 26

December 31, 2025

December 31, 2024

Parent Key Management Associates Directors Parent Key Management Associates Directors
Personnel Personnel
————————————— Rupees -------------

- 255,407,347 - - - 75,543,020 - -
- 179,787,313 - - - 198,975,889 - -
- (41,378,295) - - - (19,111,562) - -
- 393,816,364 - - - 255,407,347 - -
- 385,290 - - | - 620,066 - -
- . - - - - 596,398,014 -
- - 584,056,711 - - - -
- - 30,539,588 - - - 44,118,134 -
- - 2,673,857 - - - 19,657 -
- 4,000,000 - - | - 5,077,927 - -
- 21,585,204 1,850,556,486 - - 21,483,113 1,563,653,035 -
- 596,553,781  36,982,365,252 - - 609,558,202  16,001,464,568 -
- (611,100,272) (36,782,192,389) - - (609,456,111) (15,714,561,117) -
- 7,038,714 2,050,729,349 - - 21,585,204 1,850,556,486 -
- - 49,032 - - - 546,053 -
- - 293,585 - - - - -
- - - - - - 35,247 -
- - 700,528,437 - - - 1,791,682,244 -
- - 3,713,722,916
- - 159,631,264 - - - 88,402,950 -
- - 435,823,089 - - - 352,025,441 -

5,611,750,000

4,175,250,000




| December 31, 2025 | | December 31, 2024

Key Key
Parent Management| Associates Directors Parent Management Associates Directors
Personnel Personnel

INCOME
Mark-up / Return / Interest earned | - 12,395,253 - - | | - 4,966,403 - - |
Fee and commission income
- Jazzcash (Pvt) Limited | - - 17,467,264 - | - - 5,025,351 -

- 12,395,253 17,467,264 - - 4,966,403 5,025,351 -
EXPENSE
Mark-up / interest paid to
- Pakistan Mobile Communications Limited - - 8,241,960 - - - 8,129,223 _
- JC Fintech (Pvt) Limited - - 44,115,378 -
- Linkdot Net (Pvt) Limited - - 3,945,880 - - - 141,548,962 -

- - 56,303,218 - - - 149,678,185 -
Operating expenses :
- Branchless commission - - 24,000,771,313 - - - 13,974,685,106 -
- JC Fintech (Pvt) Limited - Technical Charges - - 1,468,900,719 - - - - -
Deposit mobilization commission paid
- Pakistan Mobile Communications Limited - - - - - - 4,370,448,723 -
- JC Fintech (Pvt) Limited 4,314,426,285 - - - -
- Jazzcash (Pvt) Limited - - 24,844,341 - - - 47,132,511 -
Payments made against defined contribution plan
being employee and employer contributions ) . 325,138,132 ) ) . 247,492,802 .
- Veon Limited 318,713,517 - - - 376,294,830 - - -
Remuneration paid - 284,698,989 - - - 329,893,641 - -

318,713,517 284,698,989 30,134,080,790 - 376,294,830 329,893,641 18,639,759,142 -

48.1 The Deposits and other accounts balance with related parties include the following namely:
December 31, 2025 December 31, 2024

----------- Rupees -----------

Jazz Cash (Pvt) Ltd 803,470,743 358,271,534
Linkdotnet Pakistan (Pvt) Ltd - 108,847,830
JC Fintech (Pvt) Limited 1,072,657,420 -
Pakistan Mobile Communication Limited 174,601,186 1,383,437,122

2,050,729,349 1,850,556,486

48.2 Transactions during the year

Payments made for expenses incurred on behalf of JCFL by the Bank 5,675,567,885 -
Payments made for expenses incurred on behalf of PMCL by the Bank - 2,198,325,857

Payments made for expenses incurred on behalf of MMBL by the Veon Limited - 24,269,389



49 CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

49.1

December 31,

2025

December 31,
2024

Minimum Capital Requirement (MCR):
4,131,964,180 2,713,596,830

The Bank's policy is to maintain a strong capital base to maintain investor, depositor, creditor and
market confidence and to sustain future development of the business, while providing adequate
returns to shareholders.

The SBP, through AC&MFD Circular No. 03 dated June 10, 2014, has required Microfinance Banks
to maintain a minimum paid-up capital of Rs.1,000 million (net of accumulated losses). The paid-up
capital of the Bank as at December 31, 2025 stood at Rs. 4,132 million (2024: Rs. 2,714 million)
and is in compliance with SBP requirements.

Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capital 13,505,828,708 9,177,795,788
Eligible Additional Tier 1 (ADT 1) Capital - -

Paid-up capital (net of losses)

Total Eligible Tier 1 Capital 13,505,828,708 9,177,795,788
Eligible Tier 2 Capital 3,003,219,384 2,937,503,865

Total Eligible Capital (Tier 1 + Tier 2) 16,509,048,092 12,115,299,653
Risk Weighted Assets (RWAS):

Credit risk
Operational risk

73,395,364,852
11,118,850,213

58,980,744,324
4,263,785,563

Total 84,514,215,065 63,244,529,887
Common Equity Tier 1 Capital Adequacy Ratio 15.98% 14.51%
Tier 1 Capital Adequacy Ratio 15.98% 14.51%
Capital Adequacy Ratio 19.53% 19.16%

Bank uses standardized approach for calculation of Credit risk weighted asset. Under this
approach, the risk weighted amount of an on-balance sheet asset is determined by multiplying its
current book value (including accrued interest or revaluations, and net of any specific provision or
associated depreciation) by the relevant risk weight as provided by State Bank of Pakistan through
BPRD Circular No. 10 of June 3, 2015. The bank is using transitional provisions as provided in
IFRS 9 application instructions through BPRD Circular No. 03 of 2022 dated July 05, 2022 for
absorption of impact of expected credit loss allowance after implementation of IFRS 9 till June 30,

Last year, Mobilink Microfinance Bank Ltd. (MMBL) was granted a specific approval by the State
Bank of Pakistan (SBP) to follow a relaxation in the calculation of its Capital Adequacy Ratio (CAR).
As per the decision letter issued by SBP, with reference number [SBPHOK-BPRD-RPD-MML-
815197], MMBL is allowed to adopt a following transitional arrangement to absorb the impact of
Stage 1 and Stage 2 ECL provisioning on regulatory capital for the year 2024 onward:

2024 (Year-End): 70% of Stage 1 & Stage 2 provisions added back to CET1 Capital
2025 (Interims and Annual): 50%
2026 (Interims and Annual): 30%
2027 (Interims and Annual): 10%

In response to the regulatory requirements, the parent company has extended an advance of Rs 5.6
billion to the Bank against the issuance of share capital. This advance has been treated as Tier 1
capital and has provided a further boost to MMBL's CAR.

For the calculation of operational risk weighted assets, average positive 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
excluded from both numerator and denominator when calculating average.



Gross Income (Gl) is defined as the sum of net interest income and net non-interest income and is arrived at before accounting for: (i) provisions (including those
for credit impairment), (ii) operating expenses (netted off by agent’s share against Branchless Banking income), (iii) realized profits/ losses from the sale of
securities, (iv) extra ordinary items/ windfalls, and (v) income from insurance.

49.2  Under the requirements of BPRD Circular No. 10 of June 3, 2015, the Bank is required to maintain the Capital Adequacy Ratio of at least 15% of its risk weighted
assets.

50  FINANCIAL RISK MANAGEMENT
50.1 Risk Management Department

MMBL maintains a structured, strong, and well-governed approach to risk management. The risk management and credit department is led by the Chief Risk
Officer (CRO). The Board of Directors (BoD) has authorized the department to implement and monitor a comprehensive risk management framework across the
bank. The Board, via its Board Risk Management and Compliance Committee conducts robust assessments of the bank's principal risks.

50.1.1 Key Components of Risk Management
- Active Board/Senior Management Direction: Ensures strategic alignment and oversight of risk management.
- Robust Policies and Procedures: Provides a framework for managing risks effectively.
- Adequate Risk Measurement, Monitoring, and Management Information Systems: Enables accurate assessment and tracking of risks.
- Comprehensive Internal Controls: Ensures adherence to policies and procedures

50.1.2 Risk Management Architecture
1. Enterprise Risk Management (ERM)
- Manages and controls market, operational, and liquidity risks at an enterprise level.
- Monitors regulatory capital requirements to ensure compliance and financial stability.
2. Credit Initiation Unit
- Reviews, completes, and conducts due diligence on credit proposals initiated by branches.
3. Credit Verification Unit
- Assesses and verifies the creditworthiness of customers.
- Ensures that credit decisions are based on accurate and reliable information.
4. Credit Administration Department

- Manages loan collateral, documentation, and disbursement aspects of the credit portfolio.

- Ensures that all legal and procedural requirements are met during the lending process.

5. Operational Risk Unit

- Focuses on identifying, assessing, and mitigating operational risks (e.g., fraud, system failures, human error).
- Implements controls and processes to minimize operational losses and ensure smooth business operations.



50.2 Credit Risk
The possibility of monetary loss to financial institutions arising due to the inability or unwillingness of a counterparty to perform a commitment as per the agreed
terms and conditions, inter alia, on account of lending, trading, hedging, settlement, and other financial transactions

Credit risk is managed through the credit policies approved by the Board; a well-defined credit approval mechanism; use of internal risk ratings; prescribed
documentation requirements; post-disbursement administration, review, and monitoring of loans; and continuous assessment of credit worthiness of
counterparties. Decisions regarding the credit portfolio are taken mainly by the Central Credit Forum. The Bank is committed to the appropriate level of due
diligence to ensure that credit risk is identified and analyzed diligently, ensuring that credit commitments are appropriately structured, priced (in line with market
practices) and documented. MMBL has a Credit Operational Manual and a Credit Policy in place to strategize and govern the Bank’s overall lending strategy. .

50.2.1 Exposure to credit risk

December 31, 2025 December 31, 2024
Balance as per the Maximum Balance as per the Maximum
Statement of Exposure Statement of Exposure
Financial position Financial position
Rupees
Cash and balances with treasury banks 9,769,793,011 - 11,533,419,056 -
Balances with other MFBs / Banks / NBFls 7,612,121,991 7,612,121,991 11,223,432,244 11,223,432,244
Lending to financial institutions 26,409,646,615 - 11,748,833,286 -
Investments 95,281,453,678 - 61,349,743,593 -
Advances (Gross Amount) 118,231,680,852 69,457,896,732 86,841,255,718 56,170,598,327
Other assets 8,520,397,024 7,168,108,342 4,974,387,569 4,127,433,426
265,825,093,171 84,238,127,065 187,671,071,466 71,521,463,997

50.2.2 Credit ratings
Balances with other MFBs / Banks / NBFIs have the

following credit ratings: December 31, 2025 December 31, 2024
Rating Rupees % Rupees %
A- 1,519,839,473 20%

A 45,763,506 1% 461,736,620 4%
A+ 528,313,859 7% 687,579,582 6%
Al+ - 0% 471,732,956 4%
AA 200,250,438 3% 42,692,749 0%
AA- 1,078,322,575 14% 361,025,481 3%
AA+ 222,017,589 3% 1,193,920,360 11%
AAA 4,017,614,550 53% 8,004,744,496 71%
Total balance including profit due 7,612,121,991 100% 11,223,432,244 100%

50.2.2.1 Above ratings are on the basis of available ratings assigned by PACRA and VIS.



50.2.3

50.2.3.1

50.2.4

50.2.5

50.2.6

Lending to financial institutions

Credit risk by public/private sector

Gross Lendings to financial
institutions

2025 2024

Non Performing Amount due from financial
institutions

2025 2024

Credit Loss Allowance Booked

2025 2024

Public/Government - -
Private 26,409,646,615 11,748,833,286

Rupees

As disclosed in note 10.2, these lendings are secured by Market Treasury bills. The total face value of these Market Treasury bills is 27,100 million (2024: 12,000

million).
Investments in government securities

Credit risk by industory sector
Gross investments

2025 2024

Non Performing investments

2025 2024

Credit Loss Allowance Booked

2025 2024

Federal government

securities 95,281,453,678 61,349,743,593
Advances
Credit risk by industory sector

Gross advances

2025 2024

Rupees

Non Performing advances
2025 2024

Credit Loss Allowance Booked
2025 2024

Individuals 118,231,680,852

Concentration of credit risk:

86,841,255,718

Rupees

13,042,745,684 9,665,565,804

9,923,112,764 6,266,373,546

Credit concentration risk arises mainly due to concentration of exposures under various categories viz., industry, geography, and single / group borrower obligor.
Within credit portfolio, as a prudential measure aimed at better risk management and avoidance of concentration of risks, the SBP has prescribed regulatory limits
on banks’ maximum exposure to single and group obligors. Within the SBP limits, the Bank has further defined limits to avoid excessive concentration of portfolio.



50.2.7

50.2.8
50.2.8.1

50.2.8.2

50.2.9

Definition of default and cure
Default
The Bank considers a financial instrument in default when:

- The instrument is considered credit-impaired (transferred to stage 3) for ECL calculations in all cases of its advances to customers, when the borrower meets the
criteria specified in the Prudential Regulations for Microfinance Banks i.e. 90 days past due in case of general loans and 180 days past due in case of Enterprise,
House and Agri & LVS.

For treasury and interbank balances, default occurs when required intraday payments are not settled by The close of business, as outlined in individual
As part of the qualitative assessment, even if the DPD criteria isn't met, the Bank considers a customer in default if any of the following events occur, indicating
unlikeliness to pay:

- The borrower is deceased.

- A material decrease in the underlying collateral value where recovery is expected from the sale of the collateral.

- A covenant breach not waived by the bank.

- Pending litigations

- The borrower is unable to pay due to any other reason.

Cure

A financial instrument is considered "cured" when it is reclassified out of Stage 3 (default). This occurs when none of the default criteria mentioned above are
present. Critically, financial assets cannot move directly from Stage 3 to Stage 1. There is a minimum 2-month probationary period for any asset moving from
Stage 2 to Stage 1. After being cured (moved out of Stage 3), the asset will be classified as Stage 2. This classification depends on the updated delinquency
status at the time of the cure and an assessment of whether there has been a significant decrease in credit risk.

PD estimation process

Advances

The banks entire loans and advances portfolio consist of Advances. Advances comprises agriculture, livestock, enterprise, gold, house and Nano loans . The
Bank does not have credit score card model for consumer landings, therefore, the Bank used delinquency (day past due) based model for estimation of PDs.

Average monthly transitions to default of relevant delinquency states were converted into current 12 months point in time PDs using statistical models. The
lifetime PD is developed by applying a maturity profile to the current 12 months PD. Data from 1 January 2017 till date has been used for PD estimations.

Bank balances

For bank balances and terms deposits, the Bank’s credit risk department analyses publicly available information such as financial information and other external
data, e.g., the rating of good rating agency. PDs of external ratings are sourced from studies of international credit agencies such as S&P Global and Moody's.

LGD estimation process
The Bank segments its consumer lending products into smaller homogeneous segments, based on key characteristics that are relevant to the estimation of future

cash flows. The bank calculate LGD of each segment based historical experiences of cash recoveries from defaults (including settlements), cost and time of
recoveries. Effective interest rate or approximate thereof has been used to discount recoveries to date of default.



50.2.10

50.3

50.4

50.5

50.6

50.7

Data from 1 January 2017 till date has been used for LGD estimations. For receivables from the banks and investments, the Bank used LGD percentages
prescribed under Basel Foundation — Internal Rating Based (F-IRB) approach to determine ECL under BSD Circular No. 08 dated June 27,2006 issued by SBP.

Forward looking information:

IFRS 9 requires incorporating future economic conditions into the measurement of ECL. Future economic conditions are incorporated by adjusting estimates of PD
to reflect expectations about the stage of economic cycle expected to be prevalent in the economy as-and-when default is expected to arise in the future. The
macroeconomic factors were selected based on management judgement and analysis of historical default rates. GDP growth rate and CPI were considered to be
the most suitable for the Bank's customers. The GDP and CPI forecast were sourced from International Monetary Fund (IMF) which were used to determine
forward looking Point in time PDs (PIT PDs).

Operational risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and system or from external events.

Operational Risk Management is housed within Risk Management and a comprehensive ORM, BCM and Outsourcing Risk Management Framework is in place
addressing key operational risk aspects related to people, processes, systems, and external events. A Steering Committee oversees and monitors operational
risk issues and its mitigation. The bank utilizes key ORM tools, including Risk Control Self-Assessment (RCSA), Key Risk Indicators (KRIs), Risk Appetite and
operational loss data, to assess the likelihood and severity of operational risks. Stress testing is employed to proactively evaluate potential impacts. RCSA
exercises are conducted regularly across the bank, and operational risk reports are submitted to senior 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. Interest rate risk is also controlled through flexible credit pricing mechanism and variable
deposit rates. 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 Assets and Liability Committee of Management (ALCO).

Market Risk

It is the risk arising from changes in the value of on and off-balance sheet positions of the Bank due to adverse movements in market rates or prices such as
interest rates, foreign exchange rates, equity prices, credit spreads and commaodity prices, resulting in a loss to earnings and capital.

The Market Risk Unit monitors the impact of price and rate movements on the Bank’s portfolios and periodically reports to the Asset and Liability Committee
(ALCO), which are primarily responsible for oversight of market risk. The risk management department has developed various tools for risk measurement and its
mitigation thereof, including Value at Risk (VaR), Duration, Price Value of a Basis Point (PVBP) and, Re-pricing Gaps. In addition, the carries out stress tests,
using both internally developed scenarios and scenarios prescribed by the regulator.

Foreign Exchange Risk

Foreign exchange risk arises in case of an on balance sheet / off balance sheet asset or liability position when there is adverse exchange rate movement. The
Bank's exposure to this category of market risk is negligible as the Bank has no foreign currency reserves and has minimal foreign currency transaction.

Liquidity risk

Liquidity risk is the potential for loss to an institution arising from either its inability to meet its obligations or to fund increase in assets as they fall due without
incurring unacceptable cost or losses.

The Bank's Asset and Liability Committee (ALCO) sets the overall strategy and oversees asset and liability management. Liquidity risk is monitored through
several metrics, including the Cash Reserve Requirement, Statutory Liquidity Requirement, liquidity gaps, stress testing, and various liquidity ratios. Liquidity Risk
Management regularly monitors these metrics, and the ALCO reviews liquidity risk monthly.



Assets

Cash and balances with treasury banks
Balances with other MFBs / Banks / NBFls
Lending to financial institutions
Investments

Advances

Property and equipment

Right-of-use assets

Intangible assets

Deferred tax asset

Other assets

Liabilities

Bills Payable

Borrowings

Deposits and other accounts
Lease Liabilities
Subordinated debt

Deferred grants

Other liabilities

Net assets

Represented by :

Share capital

Share Premium

Advance Against Issue of Shares
Statutory reserve

Depositors' protection fund

Surplus / (Deficit) On Fair Value Of Assets
Unappropriated profit

50.7.1 Assets and liabilities - based on contractual maturity

December 31, 2025

Over 1to Over 3to 6 Over 6to 12
Total Upto 1 Month aMonths Months Months Over 1to 2 years| Over 2to 5years [ Over 5 Years
------------- Rupees -------------
9,769,793,011 9,769,793,011 - - - - - -
7,612,121,991 7,467,544,691 25,000,000 - 119,577,300 - - -
26,409,646,615 26,409,646,615 - - - - - -
95,281,453,678 15,602,926,489 60,114,308,562 10,052,494,127 7,795,334,500 1,716,390,000 - -
101,060,415,978 32,285,399,673 7,530,589,906 18,170,743,890 32,225,492,971 1,412,232,292 7,367,409,691 2,068,547,555
2,572,349,251 - 383,368 1,249,378 42,580,968 252,009,441 875,861,861 1,400,264,235
2,398,823,114 59,885,904 4,443,303 7,781,301 11,011,174 216,781,103 664,218,079 1,434,702,252
1,384,561,195 - 16,890,515 8,006,895 81,916,531 731,149 641,702,960 635,313,145
6,878,114,415 - - - 3,5633,931,379 3,344,183,036 - -
8,520,397,024 7,153,030,043 76,033,470 571,263,213 - - 720,070,299 -
261,887,676,272 98,748,226,425 67,767,649,123 28,811,538,803 43,809,844,823 6,942,327,021 10,269,262,890 5,538,827,187
703,185,185 703,185,185 - - - - - -
3,518,017,954 2,384,232 - 94,488,485 1,981,640,000 - 1,439,505,237 -
213,933,455,780 203,920,690,544 6,453,744,664 2,557,540,900 820,155,313 10,067,359 171,257,000
2,813,484,781 70,237,809 5,211,374 9,126,380 12,914,570 254,253,984 779,035,121 1,682,705,543
2,011,404,171 - - 11,404,171 - - 2,000,000,000 -
94,467,205 94,467,205 - - - - - -
21,331,217,810 21,238,745,167 8,379,967 12,109,364 23,764,728 40,521,966 7,696,618 -
244,405,232,886 226,029,710,142 6,467,336,005 2,684,669,300 2,838,474,611 304,843,309 4,397,493,976 1,682,705,543
17,482,443,386  (127,281,483,716) 61,300,313,118 26,126,869,503 40,971,370,211 6,637,483,712 5,871,768,914 3,856,121,643

4,131,964,180
2,756,882,650
5,611,750,000
1,644,500,858

684,083,452

62,708,244

2,590,554,002

17,482,443,386




Assets

Cash and balances with treasury banks
Balances with other MFBs / Banks / NBFls
Lending to financial institutions
Investments

Advances

Property and equipment

Right-of-use assets

Intangible assets

Deferred tax asset

Other assets

Liabilities

Bills Payable

Borrowings

Deposits and other accounts
Lease Liabilities
Subordinated debt

Deferred grants

Other liabilities

Net assets
Represented by :

Share capital

Advance Against Issue of Shares
Statutory reserve

Depositors' protection fund

Surplus / (Deficit) On Fair Value Of Assets
Unappropriated profit

December 31, 2024

Total Upto 1 Month Over 1 to 3Months |Over 3 to 6 Months Ovl\j:)ittr?slz Over 1to 2 years | Over 2to 5 years Over 5 Years
------------- Rupees -------------
11,533,419,056 11,533,419,056 - - - - - -
11,223,432,244 11,055,082,244 108,400,000 - 59,950,000 - - -
11,748,833,286 11,748,833,286 - - - - - -
61,349,743,593 6,072,900,361 43,606,435,735 3,237,450,460 1,785,957,748 6,646,999,289 - -
74,932,160,102 23,394,076,828 8,257,829,332 7,607,625,426 31,343,433,707 1,265,999,900 2,068,377,452 994,817,457
1,741,771,117 86,052 1,671,847 989,019 51,366,536 253,244,687 583,238,481 851,174,495
2,084,596,901 3,330,341 662,622 338,123 10,197,583 120,395,790 409,974,731 1,539,697,711
1,100,726,535 - 8,249,447 98,058 82,738,645 638,087,259 80,967,951 290,585,175
4,696,079,850 - - - - 1,566,255,891 3,129,823,959 -
4,974,387,569 4,486,835,120 - - 487,552,449 - - -
185,385,150,253 68,294,563,288 51,983,248,983 10,846,501,086 33,821,196,668  10,490,982,816 6,272,382,574 3,676,274,838
618,273,788 54,617,917 7,109,593 556,546,278 - - - -
765,929,898 79,425,131 - - - - 686,504,767 -
154,950,569,495 141,229,664,958 4,713,935,214 4,838,030,572 3,937,399,481 42,374,145 189,165,125 -
2,173,598,296 33,304,297 29,471,525 90,472,196 239,951,366 215,185,095 1,022,252,776 542,961,041
2,016,547,946 - - - 16,547,946 - 2,000,000,000 -
63,433,566 63,433,566 - - - - - -
15,381,506,846 15,258,605,711 13,337,305 17,697,327 25,199,757 55,502,944 11,163,802 -
175,969,859,835 156,719,051,580 4,763,853,637 5,502,746,373 4,219,098,550 313,062,184 3,909,086,470 542,961,041

9,415,290,418

(88,424,488,292)

47,219,395,346

5,343,754,713

29,602,098,118

10,177,920,632

2,363,296,104

3,133,313,797

2,713,596,830
4,175,250,000
1,166,278,556

506,446,596

40,500,645
813,217,791

9,415,290,418




MOBILINK MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025

ISLAMIC BANKING BUSINESS

The Bank is operating 2 (2024: 0) Islamic Banking Branches at the end of the year.

The Statemnet of Financial Position of the Bank's Islamic banking branches as at December 31, 2025

follows:

ASSETS

Cash and balances with treasury banks

Balances with other banks
Due from financial institutions
Investments

Islamic financing and related assets - net

Property and equipment
Right-of-use assets
Intangible assets

Due from head office
Other assets

Total assets

LIABILITIES

Bills payable

Due to financial institutions
Deposits and other accounts
Due to head office

Lease liabilities
Subordinated debt

Other liabilities

Total liabilities

NET ASSETS

REPRESENTED BY
Islamic banking fund
Reserves

Surplus / (deficit) on revaluation of assets

Unappropriated profit

CONTINGENCIES AND COMMITMENTS

December 31, 2025 December 31,

is as

2024

11,747,600
201,529,059

22,443,309
71,886,270
54,494,709

362,100,947

4,608,263

78,947,441

105,797,691

189,353,395

172,747,552

200,000,000

(27,252,447)

172,747,553




MOBILINK MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025

ISLAMIC BANKING BUSINESS

The profit and loss account of the Bank's Islamic banking branches for the year ended December 31, 2025 is

as follows:
December 31, 2025 December 31, 2024
Note = --mmmememeee- Rupees -------------
Profit / return earned 8 2,712,621 -
Profit / return expensed 9 10,967,967 -
Net profit / return (8,255,346) -

Other income

Fee and commission income 1,250 R
Dividend income - -
Foreign exchange income - R
Income / (loss) from derivatives - R
Gain on securities - -

Net losses on derecognition of financial assets measured at
amortised cost

Other income - -
Total other income 1,250 -
(8,254,096) -

Other expenses
Operating expenses 18,998,351 -

Workers welfare fund - -
Other charges - -
Total other expenses 18,998,351 -

Profit before credit loss allowance / provisions (27,252,447) -

Reversal of credit loss allowance / (charge) for provisions
and write offs - net - -

Profit before taxation (27,252,447) -
Taxation - -
Profit after taxation (27,252,447) -




MOBILINK MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025

2025 2024
In local In foreign Total In local In foreign Total
currency currency currency currency
1 Due from financial institutions Rupees
Unsecured
Placements with other banks - - - - -
) 2025
Cos.t/ Credit loss Carrying
amortised Surplus
allowance value
2 Investments by segments cost
Rupees
Debt Instruments
Classified / measured at amortised cost
Federal Government Securities:

- GoP ljarah Sukuks - - - -
Classified / measured at FVOCI
Federal Government Securities:

- GoP ljarah Sukuks - - - _
Non-Government debt securities - - - -
Total investments - - - -

2024
Cost/ Provision for (Deficit) / Carrying
amortised cost diminution surplus value
Rupees

Federal Government Securities:
- GoP ljarah Sukuks - - - R
Non-government debt securities

- Power / gas and other Sukuks - listed - - - R
- unlisted - - - -

Total investment - - - _
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3.1

Particulars of credit loss allowance / provision

Non-Government debt securities

Islamic financing and related assets

ljarah

Murabaha

Diminishing Musharaka

Running Musharka

Qarz e Hasna

Istisna

Impact of fair valuation of Islamic financing and related assets
Gross Islamic financing and related assets

Less: Credit loss allowance / provision against Islamic financings
Stage 1
Stage 2
Stage 3
Specific
General

Islamic financing and related assets - net of credit loss allowance / provision

ljarah

Under IFAS-II
Under finance method

Assets/inventory

2025

2024

Stage 1

Stage 2

Stage 3

Total

Provision

Rupees

Note

3.1
3.2

3.3

Note

3.11
3.1.2

2024




3.1.1 ljarah under IFAS-II

Plant and machinery
Vehicles

Housing

Total

Plant and Machinery
Vehicles

Housing

Total

Future ljarah rental receivable

3.1.2 Netinvestment in ljarah under finance method

ljarah rentals receivable
Residual value

Minimum ljarah rentals
Profit for future periods
ljarah under finance method

2025

Cost Depreciation Book value as
As at Additions / As at As at January  Charge for As at at December
January 1, (deletions)  December 31, 1, 2025 the year December 31, 31, 2025
Rupees
2024
Cost Depreciation Book value as
ape RS Al RS At
at December
As it ;ggzary Addollltlpns/ December 31, As it gggiary Charge for the December 31, o
, (deletions) oA , year SN ,
Rupees
2025 2024
Not later than Ontf] an?. less Over five Total Not later than Later;hlan Over five Total
an tive years one year one and less years
years than five years
Rupees




3.2

3.21

3.2.2

3.2.3

3.24

3.3

Murabaha

Murabaha financing
Advances for Murabaha

Murabaha receivable - gross

Less: Deferred Murabaha income
Profit receivable shown in other assets
Murabaha financings

The movement in Murabaha financing during the year is as follows:

Opening balance

Sales during the year
Adjusted during the year
Closing balance

Murabaha sale price
Murabaha purchase price

Deferred murabaha income
Opening balance

Arising during the year

Less: Recognized during the year
Closing balance

Istisna

Advance against Istisna
Istisna Inventory

Note
3.21

3.2.2
3.24

Note
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51

511

Deposits 2025

2024

In local In foreign In local
. Total
currency currencie currency

In foreign

: Total
currencies

Rupees

Customers

Current deposits 4,608,263 - 4,608,263 -
Savings deposits - - - -
Term deposits - - - -
Others - - - -

4,608,263 - 4,608,263 -
Financial Institutions

Current deposits - - - -
Savings deposits - - - -

4,608,263 - 4,608,263 -

Composition of deposits Note

- Individuals

- Government (Federal and Provincial)
- Public sector entities

- Banking companies

- Non-banking financial institutions

- Private Sector

Other liabilities

Other liabilities 5.1
Charity fund

Opening balance

Additions during the year

Received from customers on account of delayed payment
Other Non-Shariah compliant income
Others

Payments / utilization during the year 5.1.1

Welfare
Education
Health

Closing balance
Details of charity payments
No Charities have been made during the year.

Islamic banking business unappropriated profit

Opening balance

Impact of adoption of IFRS 9

Balance as at January 1, 2024

Add: Islamic banking profit for the year
Less: Taxation

Less: Transferred to head office
Closing balance

4,608,263 -

(105,797,691) -
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Note ----oooeo- Rupees----------
Contingencies and commitments
- Guarantees - -
- Commitments - -
Profit/return earned on financing, investments and placements
Profit earned on:
Financing - -
Investments - -
Placements 2,712,621 -
2,712,621 -
Profit on deposits and other dues expensed
Deposits and other accounts - -
Due to Financial Institutions - -
Unwinding of discount- IFRS 16 10,967,967 -
10,967,967 -

Pool management
Islamic Banking Group of the Bank is operating following pools / sub-pools:

General pool

The Bank maintains general deposit pool operating under the Mudarabah model. In this capacity, the MMBL
accepts funds from depositors (Rab-ul-Maal) in the role of a manager (Mudarib), subsequently investing these
funds in Shariah-compliant financing, investments, and placements. In the deployment of these funds, it
prioritizes depositor capital over its own equity, subject to meeting all applicable regulatory requirements.

Features of general pool

Parameters for the Allocation of Profit, Expenses, and Provisions:

Income Calculation: The profit of pool is calculated based on all remunerative assets generated by utilizing
the pool's funds.

Deductible Expenses: The pool’s profit is determined after deducting direct costs incurred in generating that
income. These costs include, but are not limited to, depreciation on ljarah assets, Takaful premiums, and the
amortization of investment premiums.

Administrative Costs: No general or administrative expenses are charged.

Profit Sharing: The pool's profit is shared between the Bank’s equity and the Rab-ul-Maal in accordance with
the established PSR.

Due to recent commencement of Islamic banking operations, general pool consisting of MMBL'’s equity was
placed in IBI.

2025 2024
---------- Rupees ----------
Gross profit earned 2,712,621 -
Administrative expenses (18,998,351) -
Distributable share (16,285,730) -

Profit paid to IAH/PLS depositors - -




51 MATERIAL OUTSOURCING ARRANGEMENTS

In compliance to the BPRD circular no 06 of 2017 of SBP, the material outsourcing arrangements of the bank are listed

Name of the service

Estimated cost of outsourcing

Sr. No . Nature of service
provider (per annum)
————————————— Rupees -------------
1  Channel VAS Credit Decisioning and Loan Management System 3,564,099,671
2  KPMG Taseer Hadi & Co. Tax consultancy and Payroll services 22,414,624
3 JC Fintech (Pvt) Limited ~ Business,Technology Partner and Agent Network Manage 29,784,098,317
4  PMCL- Jazz (Mobilink) PCA, PR and DR revamp data center and cloud service 377,685,666
52 GENERAL

52.1 The addresses of the branches of the Bank are as follows:

Sr. No
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16
17

18
19
20
21
22
23
24
25

26

27

28
29
30
31

32

33
34
35
36
37
38
39
40
41
42
43

Branch Name

Abbotabad
Lahore DHA
Faisalabad
Sheikhupura
Muridke
Mozang Lahore

Allama Igbal Town Lahore

Gojra
Shahkot
Jaranwala
Bhakkar
Layyah
Chowk Azam
Darya Khan

Mankera

Karor Lal Essan

Jandanwala

Dera Ismail Khan
Piplan

Sahiwal

Mian Channu
Minchinabad
Basirpur

HAVELI LAKHA
Toba Tek Singh

Samundri

Deepalpur

Pir Mehal
CHUNIAN
Khushab
SARGODHA

Chota Sahiwal

Chiniot
Shorkot
18-Hazari
Jhang
BHALWAL
Pindi Bhattian
Sialkot

Mandi Bahauddin
Pasrur
Narowal
Gujranwala

Address

Jahanzeb & Hassan Tower, Adjacent to ZTBL Bank, Mansehra Road, Abbottabad
37-A, XX Khayaban-E-Igbal, Phase 3, DHA Lahore

P-7, Santpura Main Allama Igbal Road Opposite GC University Faisalabad

Near National Floor Mill, Lahore Road, Sheikhupura

Khasra # 3121, Khewat # 409, Khatooni # 1032, Near Tehsil Head Quarter, Muridke
5-56 Commercial Area, Muzang Chungi, Ferozepur Road, Lahore

503 Kareem Block, Commercial Market, Allama Igbal Town, Lahore

Opposite ZTBL, Near Rana Chowk, Pensra Road, Gojra

Main Nankana Sahib Road, Opposite Gov't Elementary School # 3, Shahkot
Faisalabad road near Chattha Hospital Jaranwala

Mandi Town, Near Nasir Hospital, Bhakkar

Shop # 2, Karim Market, Near Geelani Manzil, Chowk Azam Road, Layyah

Shop # 1, 2 & 3, MM Fatehpur Road, Chowk Azam

Shop # 3, Hashmi Chowk opposite GPO, Main GT Road, Darya Khan, District Bhakkar
Yousaf Younis building, Shop No.3,4 and 5, Gohar Wala Chowk Near Highway Rest
House, Thang Bhakkar Road, Mankera

Fateh Pur road opposite ZTBL Karor Lal Essan

Al Karam Plaza, Kalma Chowk, Sargodha Road, Nawan Jandanwala, Tehsil Kalurkot
District Bhakkar

Al Hameed Mall near Beshkhi Ground Opposite Divisional Food Office D. I. Khan
Near Al-karim Hospital, Mandi Town Liagatabad, District Mianwali, Tehsil Piplan
647/B-VII, Yadgar Chowk, Sahiwal

Building Nazeer Complex, GT Road, Tehsil Mian Channu District Khanewal.

Plot No. 150 Circular Road Minchanabad

Shop no. 1 and 2, Opposite Government Girls college, Haveli Road Basirpur, Tehsil
Plot # I-P-65, Pak Pattan Road near ZTBL, Haveli lakha, Tehsil Deepalpur District Okara
P#240 & 241, Grain Market, Toba Tek Singh

Al Igbal Center, Main Faisalabad Road, Mohallah Muhammad Pura, Near GO petrol
Pump, Samundri

Mughal Arcade, Shop # 1, 2 & 3, Main Kasur Road, Near Bus Stand, Tehsil Depalpur
District, Okara

Shah Nawaz plaza, Kamalia road bypas, Pir Mahal

Changa Manga Road, District Kasur, Chunian

Shop No. 198, block No. 14, Main Bazar Jouharabad, District Khushab.

Zahoor Plaza, Hussain Chowk, Noori Gate, Sargodha

Khatooni No. 1998 to 2003, Khasra No. 4958/4436-37,4439-42, Main Shahpur, Sahiwal
Road, Opposite to Al-Baga Hotel, Chota Sahiwal, Sargodha.

Shop#7&8, Main Faisalabad Road, Sagheer Town, Chiniot.

Khatta No. 13, Cant. Road, Tehsil Shorekot, District Jhang.

Bhakkar Road Near Nadra Office, Tehsil 18 Hazari, District Jhang

Building N0.93, Near Girls College Chowk, Gojra Road, Jhang Saddar

Block # 04, Post Office Road, Opposite Tehsil Court, Bhalwal District Sargodha

Ali Shopping Complex, Main Hafizabad Road, Pindi Bhattian

Opposite Bake Master, Near Qasim Hospital, Shahabpura Road, Sialkot.

Al Kausar Plaza, Punjab Center, Near Cheema Chowk, Mandi Bahauddin

Hall # 1, Narowal By Pas Pasru Road Pasrur Near PSO Petrol Pump

Circular Road, Near Civil Hospital, Jassar Bypass Opposite Old NADRA Office, Narowal
Opposite General Bus Stand, Gujranwala G. T. Road, Tehsil & District Gujranwala
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Gujrat
WAZIRABAD
Hafizabad

Phalia
Islamabad F-8
Islamabad I-8
Dina

DHA I

Islamabad Expressway

Gujar Khan

Chaklala Scheme I

Jhelum

Pind Dadan Khan
Talagang
Swabi
Peshawar
Haripur
Mardan
Muzaffarabad
Chakdara
Nowshera
Timergara
Mingora
Mansehra

Hassanabdal

Pakpattan
Fort Abbas
Burewala
CHISHTIAN

HASILPUR
HAROONABAD
Arifwala

Bahawalnagar

Liaquatpur
Rahim Yar Khan

Khanpur

Shujabad
Ahmedpur East

JalalPur Peer Wala

Sadigabad

Alipur

khairpur Tamewali

Bahawalpur
Hyderabad
Hala

Ranipur

Karachi DHA
Moro

Address

Khewat No0.310, Khatooni No.328, Kalra Khasa Gujrat.

Shadman Town, Naseer Colony, G.T Road Wazirabad

Opposite NADRA Office, Gujranwala road, Hafizabad

Arfat Plaza, Opposite PTCL Exchange, Main Gujrat & Sargodha Road, Phalia District
Mandi Bahauddin

14-0, Atiq Plaza, Near Total Petrol Pump, F-8 Markaz, Islamabad.

Plot # 1-J, Bazar # 3, Near potohar Metro Station, Mughal Market, 9th Avenue, Sector I-
8/1, Islamabad.

Mangla Road, opposite APNA Bank, Dina

Col. Ishaqg Plaza # 7, DHA Phase Il, Gate # 2, Near Lignum Towers, Service Road, Main
G.T Road, Rawalpindi.

SHOP 5/8, COMPRISING SURVEY, 172/6, SADDAR MALL ROAD, RAWALPINDI.
Sheikh Abdul Hafeez Heights, Main Service Road, Near Muslim School, Mohalla

Nazim Plaza Bostan Road Chaklala Scheme Il Rawalpindi

Azan Plaza, Ground Floor, Machine Mohalla # 3, Old G. T. Road, Near Afzal Hospital
Jehlum

khewat and khatooni # 164, khasra # 1129, opposite kacheri, main jhelum road Pind
Near Dara Autos, Opposite Pepsi Agency, Mian Mianwali Road, Talagang, Chakwal
Shop #1, Fazal Dad Khan Market, Mardan Road, Near Meezan Bank, Swabi

GT Road, Near Bilal Town, Peshawar

Shop#7-8,Naeem Khan Market,GT Road,opposite Total Pump,Haripur

S&B Tower, Hall # 01, Ground Floor, Malakand road, College chowk, Mardan

City View Plaza Near Kashmir Surgical Hospital Poultry Farm Road Muzaffarabad
Samad Plaza, University Road, Hajiabad, Chakdara, Distt Lower Dir

Sanam Plaza, Mardan road, Nowshera city, Nowshera

Jan Trade Centre, Near Shaheed Chowk, By Pass Road Timergarah

GT Road Rahimabad, Near Jalil International Hospital, Mingora, Swat

Ammar’s arcade, Ghulam Ghoas Hazarwi Road, Zero point, Mansehra

Ali Aksar Plaza, Opposite Hassan Medical Complex Main GT Road, Near Main Bus
Stand Hassanabdal

Opposite Govt. Fazilka High School, college Road, Pakpattan

House No. 70, Highway Road, Opposite to Government Model High School, Fort Abbas.
Al Ramay industeries, Near Khushhali bank limited, Multan road Burewala

Plot # 13-14, Jamia Bazar, Opposite PTCL Frenschise, Near Stylo Shoes,Chishtian
Near Khushali Bank, opposite to Sabzi Mandi, Rasoolabad Colony, Bahawalpur road,
Hasilpur

Plot # 738, Block C, Main Bangla Road, Haroonabad

A Block, Chak # 61/EB, Main Muzaffarabad Road, Near Muhammadi Chowk, Tehsil
Arifwala,District Pakpattan

Waheed Arshad Chowk, Main Road, 1-A, Jinnah Colony, Near Moon Kinder School,
Bahawalnagar

Plot #7,Ghalla Mandi Road,Liagatpur

33-A, Businessman Colony, Rahimyar Khan

Shop # 1, 2 & 3, Bypass Road, Opposite Attock Petrol Pump, Khanpur, District Rahim
Yar Khan

Murhaba No.64, Khasra No0.20/2,20/23,20/4,20/5,21&22/2, Jalalpur Road, Shujahabad
Shop # 1,2,3, Abbasia Chowk, Opposite MCB Bank, Ahmedpur East

Opposite Allied Bank Permat Road Jalalpur Pirwala

School Bazar, Near Milad Chowk, Sadigabad

Shop No. 1, 2 & 3, Rana Building, Near Rashid Minhas School, Bhalwal Cannal Bypass
Road, Alipur, District Muzaffargarh

Main highway, Hasilpur Bahawalpur Road, near new general bus stand, Khairpur Tame
Wali, Tehsil Khairpur Tame Wali, District Bahawalpur

Gulberg Road, Opposite Chase Value Center, Bahawalpur

Survey No 41/187/1, Jamia Masjid Road, Saddar Cantonment, Hyderabad

Plot no 1403, Opposite Sarwari College, Dargah Road, New Hala.

Shop No. 1 & 2, Behind Al-Shifa Medical Center, Near Askari Bank, Main National
Highway, Ranipur.

Plot # 39-C, 24th Commercial Street, Phase Il Ext, DHA Karachi

Memom Plaza, Shop # 1-4, Near Saim Bachat Bazar, Dadu Road, Moro.
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Karachi - Gulistan Johar
Tando Allah Yar
Clifton Karachi

Lodhran
Kot Addu

Muzaffargarh
Chowk Sarwar Shaheed

Multan

Kehror Pecca
Dunyapur
Daharki
Pannu Aqil

Larkana

Qambar

Shahdadkot
Naseerabad

Quetta

Sukkur

Blue Area Islamabad
Gilgit

Tarig Road Karachi
College Road Lahore
Satellite Town Rawalpindi
Chitral

Kharian G.T Rd

Lahore Shalimar

Garden Town Lahore
Jinnah Colony Faisalabad
Korangi Karachi

Mirpur Khas

Kangniwala Gujranwala

Karachi Saddar Islamic
Peshawar Saddar Islamic

Address

Plot # A-1, Survey # 11/8, Rahat Arcade, Gulistan-e-Johar, Karachi

Khatooni # 54, Survey # 269/AB ,Main Mirpur khas road Tando Allah yar

Plot No. BC-2, Ground Floor, Elegant Towers, Block 5, Scheme No. 5, Clifton, Karachi
Malik Arcade, Main Hall, Opposite Shell Petrol Pump, Jalalpur Morr, Multan Road,
Lodhran

Shop No. 476 Ward No.11 Main GT Road Kot Adu Distt Muzaffar Garh

Khasara N0.3193/1385, Khata N0.569, Opposite Shell Petrol Jhang Road Muhala
Khurshed Abad Tehsil And District Muzaffargarh.

Opposit Ghala Mandi Gate No 2 Near ZTBL main Multan Road Chowk Sarwar Shaheed.
District Muzafargarh

Plot# 406-409/A, Ward No. 8, Muslim Gujjar Khadda Road Markaz, Mouza Tarf Ismaeel
opposite to Telenore Microfinance Bank Tehsil & District Multan.

Khewat No.77/75, Khatooni No.146, Dunyapur Road Near Melasi Chowk, Kehror Pecca
Main Hall, Tariqg Iron Plaza, Dokota Road, Dunyapur

Property No. 446, Shop # 1, Main G.T.Road , Deharki

Plot No. 435, Baiji road, Pannu Akil District, Sukkur.

Shaikh Muhallah, survey no. 72 old anaj Mandi, near Haji Dhani Bux oil mill, Bank
Square Road Larkana

Old bus Stand, Mian Mangan Main Road Qamber

Sheikh Mension, Near Peer Sijawal Shah, Shahdadkot

Indus Plaza, Mian Hall Road, Naseerabad, District Shahdadkot

Hall # 2, Agha Chambers, Chuharmal Road of M.A. Jinnah Road, Quetta

Shah Khalid Colony Plot No.05, Airport Road Sukkur.

Suite 6, G7&F7, Chenab Center, Jinnah Avenue, Islamabad

Khasra N0.1837, Moza/Revenue Estate Jutial, Gilgit

Plot N0.691&692-C, Block No.2, P.E.C.H.S, Tariq Road Karachi

Plot No.35, 2-C1, Quaid e Azam Town Scheme, College Road Lahore

B 409, B-Block Satellite Town Rawalpindi

Atalig Bazzar. Bypass Road, Tehsil Chitral, District, Chitral Lower

Khewat No. 327, Khatooni No. 742,Khasara No. 1905, Main G.T Road Kharian
Khewat N0.1154/2,1154/3, Khatooni No. 1842/2,1842/3, Khasra No. 2100/2, 2100/3
Shalimar Link Road, Mughalpura Lahore

Plot No. 28-A, Ali Block New Garden Town Scheme Lahore

P 547 Jinnah Colony Near Chatri Wali Ground Faisalabad.

Plot No. SB-11, St-22-E, Sector 35-F, Korangi No.5 Karachi.

Plot No. 920, Umer Kot Road, Mirpur Khas

Khasra N0.2503, Khewat N0.2925, Khatooni N0.3341 Main GT Road, Shahpur,
Kangniwala Gujranwala.

Survey No.F-15,Street No.SB-5, Plot No.11, Shop No.6&7, Saddar, Karachi

Shop No.5, Cantonment Plaza, Saddar Road, Peshawar Cantt.



52.2 Figures in these financial statements have been rounded to the nearest Rupee, unless otherwise stated.
52.3 Captions as prescribed by The Banking Policy & Regulations Department of State Bank of Pakistan (SBP)

via circular no. 3 of 2023 dated February 09, 2023 in respect of which there are no amounts, have not
been reproduced in these financial statements.

53  DATE FOR AUTHORIZATION OF ISSUE
These financial statements were authorized for issue by the Board of Directors of the Bank in their

meeting held on
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