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ABOUT
N

The Pakistan Microfinance Network - PMN is an
association of retail microfinance providers and is
registered under Section 42 of the Companies
Ordinance, comprised of Microfinance Banks - MFBs
and Non-Bank Microfinance Companies — NBMFCs,
based out of Islamabad, Pakistan. The Network’s
strength today stands at 46 retail microfinance
providers (MFPs) that collectively account for over
99% of the total microfinance outreach in Pakistan.
PMNs vision is to extend the frontiers of formal
financial services to all, and mission is to support the
financial sector, especially retail financial service
providers, to enhance their scale, quality, diversity,
and sustainability in order to achieve inclusive
financial services.

Over the years, PMN has emerged as an information
hub publishing various reports, papers and
conducting large-scale qualitative and quantitative
research studies with partners in the industry on
Microfinance, Financial Inclusion, Financial literacy,
Digital Microfinance, insurance and Product
Development etc. At PMN, our success over the
years has placed us in a position with access to all
the microfinance institutions and develop in-depth
institutional learning and expertise.







PROVIDER

Serving our members and
stakeholders as an information
gateway

ENABLING
ENVIRONMENT

Promoting an enabling environment
that benefits the work of all Stakeholders

O CAPACITY
BUILDING

Building the capacity of stakeholders,
especially that of retail microfinance

institutions
O DIGITAL PAYMENT
ECOSYSTEM

Enabling a payment ecosystem for
the microfinance Industry

04 ADVOCACY

Championing the interests of
microfinance industry with the business
community




232 | PMN’s VISION

@ Frontiers of Formal Financial Services reach out to all.

PMN's MISSION

Support the financial sector, especially retail financial service
providers, to enhance their scale, quality, diversity, and
sustainability in order to achieve inclusive financial services.

© PMN's GOAL

@ Achieving together

The following values are key to PMN's culture. They are
reflected in the work we do, how we treat each other, and how

we represent ourselves:

o CORE VALUES
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* Mr Amir Khan - Chair
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* Ms Khurhseed Kotwal
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* Ms Nilofer Sohail
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MESSAGE FROM
THE CHAIRMAN

On behalf of the Board of Directors, | am pleased to present to you PMN's annual report for the financial year
ended 31 December 2021 (“FY 2021").

BUILDING BRAND EQUITY

Since its inception, PMN has come a long way and has a number of achievements to its name. It is now
recognized locally and internationally as a cutting-edge organization, and a representative body of the
microfinance sector in Pakistan. It has strong linkages locally and globally and has formed important strategic
alliances with leading organizations in the field of financial inclusion. It also has a close relationship with donors
working in this field such as Karandaaz Pakistan, The World Bank (WB), ADB, FCDO, KfW and IFC. On the domestic
front, PMN is now represented on all important forums and committees relating to microfinance and financial
inclusion. PMN also prides itself on its relationships at the policy level with organizations like the State Bank of
Pakistan, SECP Ministry of Finance and the Planning Commission. All this remains possible only because of the
commitment and support of PMN's members, who generously contribute to the Network's work in terms of their
time, information and data, and intellectual capital.

NAVIGATING INCLUSIVE FINANCE

Financial inclusion is distinctly moving up the reform agenda, both in individual countries and at the international
level. Achieving financial inclusion is one of the key enablers of economic prosperity; an inclusive financial system,
one that allows broader access to financial services, can lead to faster and more equitable growth. Financial
development is not simply a result of economic growth; it is also the driver of economic growth. The drive for
Financial Inclusion in Pakistan is aimed at ensuring that all adult members of the society have easy access to a
broad range of financial products, designed according to their needs and provided at affordable costs. These
products include payments, savings, credit, and insurance.

To accelerate the progress and to achieve the new milestones, PMN convened its fifth Annual Microfinance
Conference AMC-5 with the main theme of “Embracing New Milestones; Navigating Inclusive Finance in a Post
Pandemic Era” on October 5th- 7th, 2021 at Serena Hotel, Islamabad. The primary objective of this conference
was to initiate a dialogue for concerted efforts among all relevant stakeholders, to identify the possible
bottlenecks that exist in the industry that can possibly hinder the financial inclusion process and propose ideas to
overcome it. The event featuring conversations, fireside chats, policy dialogue, lightening talk, situation room,
debates and panel discussions was attended by over 200 national and international professionals and experts
including representatives from microfinance providers, regulators, policy makers, donors, investors, commercial
banks, digital financial players, and government authorities. Our most sincere gratitude and appreciation goes
out to all those who took out their time to join us in the event which turned out to be huge success.

BUILDING CAPACITY

Activities were curtailed due to COVID-19 related travel restrictions and limitations on holding corporate events
during the year. The Network reached out to international and national institutes such as Asian Institute of
Technology (AIT, Thailand), International Training Center of the ILO (ITC-ILO), National Institute of Banking &
Finance (NIBAF), PACRA, Institute of Cost & Management Accountants (ICMA) and Pakistan Institute of Corporate
Governance (PICG) to develop certification courses and programs in order to expand its service offering to
members under its Center of Excellence (COE) initiative. We expect our efforts will lead to fruitful outcomes for
the sector especially in the areas of Corporate Governance, Risk Management, Finance, Leadership etc. With the
aim to provide peer-to-peer learning opportunity, the Network aims to carry out international training events in
collaboration with South-Asia Micro-Entrepreneurs Network (SAMN) and IMFN-International Islamic
Microfinance Network.



The Network collaborated with Foreign, Commonwealth and Development Office (FCDO) and Microfinance
Opportunities (MFO) for projects titled “FIP Impact Study” and “Wage Digitization Market Scoping”. Going
forward, the Network is strengthening its Research function for tailored-made research activities which will be
identified and initiated for the different segments of the membership (e.g., RSPs, Telco-owned MEFBs,
Conventional MFPs). Relationship building with Academia, research institutes and international & local donors
strategic alliances such as Pakistan Fintech Network, Islamic Microfinance Network etc. will be prioritized along
with building a resource pool of consultants. Researches will focus on product development, creating linkages
between microfinance and larger players in the financial inclusion eco system, carry out impact evaluation and
help in informing policy makers on factors that can help in growth.

It goes without saying that none of what the Network has achieved during the year would have been possible
without ensuring that the Network has the financial resources to carry out its mandate. We were extremely.
fortunate in attracting major sponsorships and financial support during the past year. Our sincere thanks go to
our many supporters in both the private and public sectors, especially UKAIDs DFID that has been a longstanding
donor and supporter to PMN.

PMN has always regarded sustainability as one of our priorities in creating sustainable long-term value for our
members. We will continue to put sustainability at the forefront of our business, balancing between economic
objectives and social responsibility to the best of our abilities. PMN has been able to diversify and strengthen its
revenue model while at the same time successfully managed to keep the fixed operating costs on the lower side.
Thus, we will leverage on our diversified business model, track record of operational excellence and good
financial discipline to bring about long-term value to our members.

I would like to thank the CEO and the entire management team for their support and hard work that has enabled
us to come this far. | would also like to extend my gratitude to my fellow directors for their contributions to the
Network. Last but not the least, | would like to show appreciation to our regulators (SECP & SBP) for their constant
support in creating an enabling environment for the Microfinance Industry.

In this dawn of a new growth cycle, | believe that PMN is well-positioned to seize new opportunities as we arise
by leveraging on our strengths. We will continue to focus on the execution of our Business Strategy and strive
towards a more sustainable Network for our members. With good governance, strong internal controls and
dedicated management, we are well positioned and have set the bar high. The Network has worked hard and
earned the right to pursue its ambition to become one of the best Industry Networks in the world. On behalf of
the Board of Directors, | wish them the very best.



MESSAGE FROM
THE CEO

Respected stakeholders,

As we all know that Microfinance works as an instrument of self-employment for people including men and women
to bring about change. Microfinance is the provision of financial services, usually in the form of small sized financial
transactions to people who are unable to access such services from commercial banks. Microfinance has started
gaining significance, as a tool of social mobilization and poverty reduction, since the late 1990s. Indeed, the
enhanced international emphasis, in particular the increased funding from International Financial Institutes - IFls for
Microfinance, encouraged both public and private sector to develop microfinance sector in Pakistan.

The year 2021 was quite gloomy as the COVID-19 pandemic played havoc and worsened matters for the
microfinance sector. MFls suffered from both lack of repayments and a lack of access to capital and liquidity from
funders. As per MFl's and MFB's reports active loans had gone down due to pandemic. However, the reduction in
loan portfolio was lower than initially expected. The SBP loan scheme for paying wage bills helped several MFI’s
managing financial difficulties during the crisis. MFl's and MFB's survived the first wave of complete lock down in
terms of massive defaults. However, if the situation had continued for long, it would have posed serious threats of
bankruptcies for microfinance institutions and banks in Pakistan.

PMNs center of excellence initiative was impacted greatly as it was not able to provide the training services to the
industry as it had been doing effectively in the past. We were only able to successfully launch Risk Management
training in collaboration with PACRA. Having said that, | am pleased to inform that despite COVID-19 PMN held its
5th Annual Microfinance Conference successfully and has established its brand to hold regular annual events where
microfinance and financial inclusion industry comes together along with policy makers, regulators, donors, and
investors and share their ideas, thoughts, challenges, and plans.

| am delighted to report that the microfinance industry is very well-recognized by donors, investors, policy makers
and regulators as one key pillar to provide convenient and accessible financial services to the underserved and
low-income households. For this reason, our members should be commended for their spirit and commitment in
somewhat unstable political and

economic environment.

Just to give you a glimpse, the industry has witnessed some outstanding results by reaching to 8.12 million active
borrowers with a gross loan portfolio of PKR 392 billion, savings have increased by 12.8%, from PKR 374 billion to
PKR 422 billion by the end of the calendar year with 78.73 million active savers. The number of insurance policy
holders crossed the 8 million mark and reached 8.2 million.

We believe our success is dependent upon our members' achievements and success. With the ongoing support of
our donors, support from both the regulators (SBP and SECP), partners and the Board that provides strategic
directions along with membership that is committed to the success of PMN and its initiatives, PMN is ready to achieve
more in the face of challenges ahead in 2022. In the end, | would like to thank my team who have worked
determinedly to keep PMN as one of the top microfinance associations. Without the support of all the stakeholders
these achievements would not have been possible.






KEY
MILESTONES

01.  RESEARCH:

a. Pakistan's Wage Digitization Market: Scoping Research

02. POLICY ADVOCACY

AML/CFT Compliance Issues

Action Plan for NBMFCs to Transform into For Profit
SECP Amendments

MFCGs Operationalization

Housing Collaboration between NBMFCs and MFBs
Post Covid-19 TNA

N T oMo T o Sl 1

03. PEER LEARNING:

|
« Annual Microfinance Conference — 5 (AMC-5) on “Embracing New
Milestones: Navigating Inclusive Finance in a Post Pandemic Era” October
2021.
» Partnered with ECI, NIBAF, AIT, ICMA, and PACRA, for customized training
programs.
* Quarterly Webinars were held during the year on:
| c.1."Debt Relief During the Global Health Crisis”
c.2. "Addressing the Challenges to the Education Ecosystem Due to
Covid-19" and
c.3. "Provision of Microfinance to Street Vendors under Ehsaas Rehribaan
Initiative”
\

04. DIGITAL FINANCIAL SERVICES:

« Funding secured from Karandaaz covering entire CAPEX

» Partnered with Easy Paisa, UBL Omni, HBL connect, NayPay, 1 Link, Bank of
Punjab, Bank Alfalah, and Love for Data for provision of services

« Strategic Road Map for future operations



YEAR IN
REVIEW 2021

PMN like always has worked for the benefit of not only its members but for the whole Microfinance sector and has been
very persistent and effective in raising the sectors concerns on every platform. It has echoed its voice with the regulators
and the policy makers, very effectively built their knowledge and skills, always stays connected with the top peers and
experts, and help navigate changes in their business environments. Like every year PMN has been on the forefront in
engaging with the regulators, policy makers, donors/investors, and global stakeholders in assessing the impact of
COVID-19 and requesting for policy and funding support for the microfinance sector and its clients. PMN through its
Centre of Excellence for Microfinance providers and through launch of digital services platform -Munsalik Digital Pvt Ltd.
has always strived for the benefit of the Microfinance sector. These developments by PMN are just a steppingstone and
it will continuously strive and move forward with more zeal and passion for the benefit of its members and of the sector
in the coming years.

DIGITAL SERVICES PLATFORM — MUNSALIK:

Digitization has become the buzz word in the world of technology and has revolutionized the money and the payment
system. Digitalization is the use of digital technologies to change a business model and provide new revenue and
value-producing opportunities; it is the process of moving to a digital business.

Digitalization of business helps to improve the efficiency of its process, consistency, and quality. It eliminates redundancies
and shortening of communications chain, Improves and facilitates a better informational exchange, helps in providing
customer service anywhere in the world, reduce operational costs, prevents human error, and improves the continuity of
business growth.

Creative digital solutions give a competitive edge in the business world to enhance quality, reinvent profitable methods
and promote consistency. Hence, there are many companies who have adopted digitalization of business as it saves cost,
increases efficiency, reduces operational costs, lacks human error, and enables data to be analyzed.

The impact of digital change is rapid and far reaching. Never have individuals, businesses and nations been so dependent
on technology, as they are nowadays. Nations becoming increasingly digital have experienced growth and productivity
in their economies and businesses, leading to more jobs, higher levels of innovation, and better quality of life.

Historically, the financial sector is considered an early adopter of technological tools because of demanding client needs.
Market conditions and current global trends have changed the strategic direction, urging the importance of digitalization
in financial institutions.

Keeping this in mind, Pakistan Microfinance Network (PMN) initiated a digital services platform “Munsalik”, formed in
January 2021, to aid to the digital needs of the microfinance industry. Munsalik Digital (Private) Limited is a wholly owned,
for profit, subsidiary of Pakistan Microfinance Network. Incorporated in Islamabad, MDPL is a technology services
company with a vision to be the leading shared services platform that provides end-to-end digital connectivity with the
financial ecosystem. MDPL aims to enable microfinance providers, institutions, and banks to digitally manage the loans
including the loan disbursements and repayments through a shared digital services platform ("DSP").

(14



Its core objective is to affect a paradigm shift by moving away from siloed infrastructure resulting in efficiencies
and reduced risks, which, creates focus on core business for our members. This will be a boutique platform which will
encapsulate innovation in the financial ecosystem.

Munsalik's inception is deeply intertwined and echo's with the needs of NBMFC'’s.  In urgent need of technology, but not
having the deep pockets to heavily invest in a technology, a request for low-cost services offering was received by the
Pakistan Microfinance Network and that's how the Munsalik seed was planted. This idea led to the development of a
shared services platform encapsulating the fundamental services required by the industry i.e., a robust loan management
system and a financial middleware connecting all the transactional banking partners within the ecosystem.  There are 11
microfinance institutions (representing 65% of the NBMFC industry) that have signed up for Munsalik Services. More than
46,000 transactions and 787 million rupees worth of transactions have been processed via the shared services platform
in 3 (short) months since go-live. Further, microfinance banks are also showing interest in the financial middleware and
are keen to use Munsalik's services because it provides competitive commercial pricing per channel and takes away the
challenges of individually managing bilateral agreements with individual branchless banking providers.  The road ahead
is exciting as Munsalik paves the way for incorporating additional value-added services by partnering with relevant fintech
partners resulting in a paradigm shift within the microfinance sector.

AGAHE PAKISTAN LMS ®/
+ FFO SUPPORT PROGRAM LMS 6/
+  UNION MICROFINANCE LMS @/
+  THARDEEP FOUNDATION Middleware @/
e MOJAZ FOUNDATION Middleware O\/
«  SAFCO Middleware 6/
» KASHF FOUNDATION Middleware O\/
+  DAMEN SUPPORT PROGRAM Middleware @/
K &

+ JWS PAKISTAN Middleware 6/

. RCDP Middleware 6/



TRANSACTIONAL PARTNERS:

« UBL Omni @/
«  HBL Konnect OJ
« Easy Paisa @/

« 1Link In progress
+ Bank of Punjab In progress
« Bank Al Falah Agreement
« NayPay In progress
+ Love for Data (LFD) In progress

Transactions to date — 42,481
Value of transactions — 786,919,805

PUBLICATIONS & RESEARCH:

PMN as always conducted solid and extensive Research and publications work this year. The studies included variety of
themes and areas which were of utmost importance to our members and the microfinance sector. These studies were
carried out to help the members in better understanding, decision making and, discerning and analytical ideas to facilitate
better results. These findings have been shared across with our members, donors, and strategic partners. Our research
work is a driving force and will add value to our goals and will encourage us in performing better in the coming years.

- |IDENTIFICATION AND ASSESSMENT OF RISKS 2021:

The Pakistan Microfinance Network (PMN) has taken constructive steps to promote sound risk management practices
amongst microfinance practitioners across Pakistan. As part of PMN's long-term strategy to achieve sustainable growth
in the Pakistan microfinance sector, PMN had launched the first Risk Register for the microfinance sector in Pakistan in
2076. The Risk Register focuses on four broad risk categories: Operational Risk, Financial Risk, External Risk, and Strategic
Risk. For each major risk category, the template further includes specific risk sub-categories keeping in view global best
practices and regulatory requirements pertaining to risk management, along with constructive input from industry

practitioners. @



This exercise is carried out to provide management, the board, and key stakeholders with significant information on the
main risks faced by the industry. The risk register also gives the institution’s risk management stakeholders a clear view of
the current status of each risk, at any point in time.

The previous findings of the consolidated risk register were dominated by the risks that had been aggravated by the Global
Health Crisis and continued to affect the industry. However, the findings of this year's Risk Map indicated that the industry
has been recovering gradually, as growth in outreach has also once again picked up.

It is recommended that the Risk Map for the industry and respective peer groups should be used as a benchmark by
institutions to develop an appropriate and robust Risk Management Framework. This framework would prove essential in
monitoring and consequently managing the key risks being faced by the institution.

To mitigate external risks (specifically Climate Risks), PMN is actively advocating the development of a meso level Disaster
Risk Fund at different national and international forums. The sector-level Fund will ensure that adequate financial resources
are available to protect the sector and its clients before a natural disaster strikes. These resources would then be available
quickly to the MFPs to continue lending in the communities which are or may become vulnerable to climate risks. PMN is
currently in the process of consolidating resources to conduct a thorough risk assessment nationally with respect to each
MFP’s potential risks, prevention, and reduction strategies, matching their location vulnerability with the disaster risk
mapping. This will help in identification of disaster risk zones affecting the MFPs and its clients, along with
impact-measurement, which will help in deciding the insurance/ risk transfer needs of each individual institution.

Lastly, based on the findings of the risk register, the persisting challenges on the external and strategic front being faced by
the industry shall be discussed at the PMN's Risk Forum for the development of potential risk mitigation strategies.
Furthermore, trainings and capacity building exercises for MFPs under PMN's Center of Excellence (CoE) are to be
organized to develop the capacity of PMN members that will eventually aim to mitigate these risks.

Read more at: file:///C./Users/HP/Desktop/Identification-Assessment-of-Risks-2021-vf.pdf

PAKISTAN'S WAGE DIGITIZATION MARKET:
Scoping Research In Collaboration With Microfinance Opportunities (Mfo)

The objective of the research was to understand the current status of wage payments in Pakistan and the financial needs
and support required for the transition to wage digitization.

It analyzed data collected from about three different stakeholders in wage digitization in the garments, textiles, and
footwear sector in Pakistan: workers, factories/employers, and financial service providers.

The report suggested that workers prefer cash for everyday transactions, which makes sense given the typical small ticket
size of the types of transactions they conduct. But there is the potential for that to change.

Additionally, it was found that there are a number of challenges to widespread adoption of digital payment system. On the
worker side it will take some getting used to a system that seems to transfer money to another person with such ease. Trust
in the system will have to be built so that workers do not fear losing all their money by touching their phone or card to a
reader in the wrong way. On the merchant side, there is likely to be resistance because small cash payments that were not
visible to the taxing authorities and other government entities will become digitally visible, and taxable.



QUARTERLY BULLETIN ON MICROFINANCE INDUSTRY - MICROWATCH 62

By the end of the calendar year 2021, the loan portfolio of the industry depicted a 7% quarterly growth as disbursements
jumped by 20%, while Savings surpassed the PKR 400 billion mark to clock at PKR 423 billion.

The GLP of the microfinance sector grew by 21% year-on-year (YoY) as of December 2021. MFBs dominated the market
with a portfolio share of 74% compared to 69% in the prior quarter, while the share of NBMFCs was 36%. In terms of
disbursements, the total number of loans disbursed stood at 4.8 million compared to 4.5 million in Q3. The average loan
size also grew from PKR 24,846 to PKR 28,292 during the period backed by the surge in disbursements. Growth in deposits
was driven by MFBs with HBL MFB (previously FMFB) leading the way by contributing PKR 16 billion in deposits, while KBL
and MMFB amassed PKR 7 billion each. By the end of the year, MMFB led the market share in terms of depositors with 51%
while KBL maintained the largest deposit base with PKR 93 billion, a market share 22%. Microlnsurance indicators depicted
a decline as policy holders compared to the prior quarter as policy holders declined to 8.2 million from 8.5 million. By Q4,
the market share of MFBs in terms of policy holders stood at 31% compared to 69% for NBMFCs.

The branch network of the industry increased from 3,795 to 3,823 by the end of 2021. Akhuwat maintained the largest
geographic footprint in the country by increasing their network to 102 districts followed by KBL and Ubank as each serviced
81and 78 districts respectively.

QUARTERLY BULLETIN ON MICROFINANCE INDUSTRY - MICROWATCH 61

All key Microfinance outreach indicators depicted a steady growth trajectory in the third quarter of the year as the industry
continued to recover from the effects of the global health crisis of COVID-19.

Active Borrowers were recorded at 8.2 million clients, an increase of 2% compared to the last quarter and 20% compared
to the same period a year ago. The GLP surpassed PKR 365 billion from PKR 355 billion. Growth continues to be driven by
MFBs as they added over 106,000 clients and 6.5 billion in GLP The key contributors to outreach in terms of borrowers were
MMEFB, ASA and NRSP which combined to add around 319,000 clients, while the growth in GLP was led by MMFB, KBL and
FMFB, which managed to accumulate over PKR 8 billion.

The number of loans disbursed during the quarter decreased by 29% to 4.5 million loans, given the seasonal variation in
disbursements. Whereas the quarter witnessed the average loan size grew despite the decrease in the number of loans
disbursed. Credit Risk ncreased for MFBs while it declined for NBMFCs. On the MicroSavings front, Active Savers had
increased to 72.5 million, a quarterly increase of 3.1% and an increase of 24% compared to a year ago. Consequently,
savings grew the primary driver behind this growth were MMFB's MWallets, while the growth in savings was led by Ubank,
FMFB, and MMFB as they amassed over PKR 10 billion in deposits. Policy Holders depicted a marginal decrease compared
to the previous quarter but still up by 22% compared to the same period last year. The growth in policy holders was driven
by TMFB, Kashf and MMFB, which amassed over 242,000 policy holders. Whereas the growth in the sum insured was led
by MMFB, KBL and FMFB, which accumulated around PKR 10 billion. Kashf lead the market with the highest number of
policy holders with 2.8 million and sum insured of PKR 78 billion, representing a market share of 33% and 24% in terms of
each indicator. The total number of branches increased to 3,795 from 3,703 previously. Akhuwat maintained the largest
geographic footprint nationwide by increasing their outreach to 100 districts followed by KBL and FMFB as each serviced
81 districts.

Read more at: https.//pmn.org.pk/microwatch-issue-61/



QUARTERLY BULLETIN ON MICROFINANCE INDUSTRY - MICROWATCH 60

All key Microfinance outreach indicators portrayed a positive outlook as the second quarter of the year ended. Active
Borrowers surpassed 8 million, depicting an increase of 6%. Consequently, the GLP also crossed PKR 355 billion from PKR
340 billion, an increase of 4.5% quarterly and 19% on a YoY basis.

Growth was once again driven by the MFBs as they accumulated over 346,000 clients and over 12.6 billion in GLP The key
contributor in terms of clients remains MMFB as they successfully experiment with their Digital Lending portfolio, while KBL
led the growth in GLP as they amassed over 3.3 billion. The two entities also remain the largest providers of Microcredit in
terms of clients and GLP respectively. The NBMFCs also contributed to the growth in credit with an addition of over 94,000
clients and 2.6 billion in portfolio. The number of loans disbursed during the quarter increased by 55%. In contrast, the
disbursements increased by 7% compared to last quarter, led by Akhuwat and MMFB. However, the significant number of
loans disbursed drove the average loan size down.

Active Savers had increased to 70 million, savings grew to PKR 379 billion, an increase of 29% compared to a year ago. The
major contributor to the number of savers were MMFB's M-Wallets, while the growth in savings was led by FMFB, AMFB
and Ubank as they amassed over PKR 11 billion in deposits. On the Microlnsurance front, Policy Holders rose to 8.5 million,
depicting a growth of 11%, Similarly, the Sum Insured also surged by 20%. The growth in both policy holders and sum
insured was led by Kashf, MMFB and NRSP as they accumulated around 806,000 policies with a sum insured of around PKR
46 billion. The total number of branches declined to 3,703 from 3,783 previously. Akhuwat maintained the largest
geographic footprint nationwide by covering 97 districts followed by KBL and FMFB with 82 and 81 districts serviced
respectively.

QUARTERLY BULLETIN ON MICROFINANCE INDUSTRY - MICROWATCH 59

The first quarter of 2021 depicted steady growth as the industry and country prepared to tackle the third wave of the Global
Health Crisis caused by Covid-19. The quarter under review saw the Active Borrowers finally exceed pre-Covid figures as
the indicator reached 7.6 million borrowers. The GLP surpassed PKR 340 billion. The growth in active borrowers and GLP
continues to be driven by the MFB peer group as they managed to add over 614,000 clients and PKR 11 billion in GLP The
increase in clients was due to the fact that MMFB digital credit substantially improved. In terms of GLP the surge was led by
FMFB, MMFB, KBL and Ubank as together they added over PKR 10 billion to the portfolio. NBMFC peer group also
contributed to portfolio growth with an addition of PKR 4.7 billion, led mainly by Kashf and NRSP The number of loans
disbursed increased which translated into over 4 million, while the disbursements declined. This is because of the high
number of digital loans disbursed by MMFB, which also contracted the average loan size from PKR 36,175 to PKR 25,022.
On the Microsavings front, Active Savers increased however, savings declined marginally. The increase in savers was driven
by M-Wallets, as MMFB added an additional 3.5 million. Of the traditional accounts, the increase in savers was led by
Ubank, FMFB, KBL and Finca as they accumulated over 630,000 clients. However, in terms of savings, FMFB, NRSP-B and
MMEB led the way by amassing PKR 7.3 billion. The increase in policyholders was driven by the NBMFC peer group, led by
Damen and Kashf which accumulated over 400,000 policyholders and a sum insured of almost PKR 12 billion. Of the MFBs,
FMFB and KBL amassed over PKR 5 billion in terms of the sum insured.

The total number of branches declined to 3,783 from 3,828 previously. Akhuwat continued to maintain the largest
geographic footprint nationwide by covering 97 districts followed by KBL and FMFB with 82 and 81 districts serviced

respectively.

Read more at: https.//pmn.org.pk/microwatch-issue-59/
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EVENTS & WEBINARS:

The organization of events is a central task for all the organizations. Special events are a catalyst for improvement in the
organization and they help the organization to focus on the efforts of individuals in achieving medium and long-term
goals. The Microfinance sector in Pakistan has a huge potential and to tap that potential the capacity of the institutions
needs to be improved by capacity building. Capacity building enables nonprofit organizations or any organization and
their leaders to develop competencies and skills that can make them more effective and sustainable, thus increasing the
potential for charitable nonprofits to enrich lives and solve society's most intractable problems.

PMN uses several tools to achieve the capacity building goal such as events, trainings (local and international), and
exposure and exchange visits (local and international). Under the umbrella of PMN's Center of Excellence, PMN has been
involved in arranging some trainings at local level and at international level. Unfortunately, due to the COVID-19 pandemic
we were unable to organize any training for the sector.

S1INJAL

Annual Microfinance Conference AMC-5:

Pakistan Microfinance Network - PMN to accelerate the progress and to achieve the new milestones,
PMN convened its fifth Annual Microfinance Conference AMC-5 with the main theme of “Embracing
New Milestones; Navigating Inclusive Finance in a Post Pandemic Era” on October 5th- 7th, 2021 at
Serena Hotel, Islamabad. The primary objective of this conference was to initiate a dialogue for
concerted efforts among all relevant stakeholders, to identify the possible bottlenecks that exist in the
industry that can possibly hinder the financial inclusion process and propose ideas to overcome it.
Another purpose of this event is to provide a platform to all stakeholders such as microfinance
providers, financial service providers involved in financial inclusion (like banks, digital financial service
providers, FinTechs and insurance companies), donor agencies, policy makers, regulators,
development agencies and government authorities and discuss the ways to broaden the horizons of
the microfinance industry. Additionally, another objective of the conference was to create space for
presentation of current results amidst the Global Health Crisis caused due to COVID-19 in the financial
inclusion ecosystem and its impact on social and regional policy.

The conference created space for forming collaborative links between Financial Service Providers,
Investors/Donors, Multi-lateral companies, and all other relevant stakeholders, aiming at long-term
sharing of knowledge and discussions of highly current issues. The main issues discussed at the
conference were:

* Policy and regulatory challenges

* Microfinance and Low-cost housing

« Catering the youth; Kamyab Jawan — youth empowerment scheme

» Digital Finance & the FinTech Eco-System

* Financial Inclusion and Inclusion of other marginalized segments (youth, transgender, old age, race,
minorities etc.)

« COVID-19: Lessons from around the globe

+ Developing the funding landscape

+ Climate Change & Disaster Risk Facility for the Microfinance Sector and

* Inclusive Insurance



The annual microfinance conference featured conversations, fireside chats, policy dialogue, debates and panel
discussions on microfinancing & low-cost housing, financial Inclusion in economically deprived areas, COVID-19, digital
finance, and making microfinance more credible through setting up of a structure that can provide necessary financial
support in events like COVID-19. Over 200 national and international professionals and experts including representatives
from microfinance providers, regulators, policy makers, donors, investors, commercial banks, digital financial players,
and government authorities participated in this event.

Pakistan Microfinance Review 2020:

Pakistan Microfinance Review 2020 was officially launched during PMNs Annual Microfinance Conference AMC-5 in
October 2021.

The year 2020 was challenging for the economy and the microfinance industry due to the prevailing Global Health Crisis
caused by the COVID-19 Pandemic, which tested the entire economy and the country. The year began with the looming
shadow of COVID-19. With the first Covid case reported in the country by the end of quarter 1 of the year followed by
widespread closure of businesses due to lockdowns and the restrictions filled the industry with uncertainty about the
future. Moreover, operations of the MFPs were severely restricted, and there were instances that they were closed. Field
operations were severely curtailed keeping in view the safety and well-being of both the staff and the clients.

Policy makers and regulators were cognizant to the situation of the industry with a cut of 625 bps in the policy rate and
number of regulatory changes were made to facilitate the banking fraternity particularly MFPs and their clients.
Moreover, players were allowed to defer and reschedule loans of the client’s facing problem in repaying their loans due
to business closure. In turn, MFPs were given the choice to defer/reschedule loans due to financial institutions including
PMIC and commercial banks. Salary wages scheme was also made available to NBMFCs. Implementation of accounting
laws like IFRS 9 was delayed in order to facilitate the sector. These steps allowed MFPs to whether the crisis.

Despite the adversity, several steps were taken on the funding side including setting up of guarantee fund and social
impact funds. A few players raised Tier 2 capital and issued bonds.

The economy suffered a major setback during the Financial Year (FY) 20 as economic growth plunged from 1.9 percent
in FY 19 to negative 0.4 percent against a target of 4.0 percent during the year. The COVID relief measures and initiatives
rolled out by the SBP were instrumental in ensuring business continuity and income security. The initiatives introduced by
the Central Bank proved pivotal in managing the crisis and it is estimated that the liquidity impact from these relief
measures was equivalent to 4.0 percent of GDP

Amidst the deployment of COVID-19 measures during the year, both the regulators, the SBP and the SECP also
announced regulatory relief for all microfinance providers towards the end of March 2020. This Debt Relief Scheme
aimed to preserve the solvency of the borrowers and enabled them to combat the temporary economic disruptions.
These measures allowed flexibility in regulatory reporting and compliance and encouraged these entities to defer
borrowers’ obligations to repay loan principal by one year (upon request from clients), while continuing to collect
interest/mark-up payments. Furthermore, the deferment or rescheduling would not affect the credit history of the
borrower and would not be reported as restructuring in the Credit Information Bureau.

Responding to the outbreak of COVID-19 pandemic and the lockdowns, the SECP introduced targeted regulatory
reforms and relaxations to facilitate NBMFCs. These included amendments to the NBFC Regulations, 2008 to provide
relief to NBMFCs in order to enable them to have access to credit lines from their wholesale lender and to strengthen
their equity base.



In the wake of the Pandemic, the SBP introduced a Refinance Scheme for Payment of Wages & Salaries to the Workers
and Employees of Businesses in April 2020. The main aim of this facility was to prevent layoffs due to the adverse
conditions caused by COVID-19 by financing wages and salaries of employees for six months (April 2020-Sep 2020) for
businesses. Entities that were not eligible under the scheme included Government entities, public sector enterprises,
autonomous bodies and deposit taking financial institutions.

Overall, global health crisis due to Covid 19 can be called the biggest crisis that hit the microfinance sector so far. MFPs
witnessed a negative growth after a decade due to the uncertainty. The sector was able to weather the crisis with the help
of the regulatory support extended to it. MFPs facilitated their clients by deferring their loans. However, the impact of the
health crisis on the country remained less as compared to the region and many other countries around the globe. With
no extended lockdowns saw the businesses activity continue. Those MFPs that had embraced digitization performed
better than the rest.

Despite challenges a number of policy initiatives were launched including setting up of STR, launch of social impact fund
and Credit Enhancement facility. As the players plan for post-Covid scenario, it is widely understood that the sector will
play an important role in the economic recovery.

PMN launched a series of webinars in the year 2021 to discuss issues that were most pertinent for the
microfinance sector.

Moving the Needle: Making Microinsurance More Inclusive:

PMN in collaboration with Microlnsurance Network — MiN organised a country workshop on the theme
“Moving the Needle: Making Microinsurance More Inclusive” in February 2022, with focus on Pakistan.

The idea to organize this webinar was to form awareness about insurance and its importance as its
existence is close to none in Pakistan. The main purpose of this workshop was to create awareness
among the microfinance community about the prospects and challenges of insurance in Pakistan and
to help identify next steps and foster the development of the national ecosystem.

This initiative tried to highlight the importance of Insurance for everyone as it provides protection and
avenues for investment. This webinar also highlighted the idea that how extremely important is it to
prepare for the future and be ready for any catastrophe with regards to life's unpredictability.

It was highly encouraged that Government bodies and insurance companies collaborate and work
together to ensure that insurance initiatives expand within the country and reach people who need it
most.

SUVNIFGIM

Addressing the Challenges to the Education Ecosystem Due to Covid-19:

PMN conducted its second webinar in May 2021 on ‘Addressing the Challenges to the Education Ecosystem Due to
Covid-19". The webinar dwelled upon the pandemic’s adverse effects on the education ecosystem in Pakistan.

Discussions mainly revolved around on how the extended shutdown of schools has impacted the national education
ecosystem in distinct ways. And how the closure of schools has created a huge gap in students’ learning and knowledge
not only in Pakistan but all over the globe. The experts gave their views and advised the kind of policies and facilities that
need to be adopted to stop the pandemic from having a huge impact on the education ecosystem. And gave suggestions
on how to avert a looming learning crisis, permanent school closures, and a higher dropout rate.

22



- Provision of Microfinance to Street Vendors under Ehsaas Rehribaan Initiative

Pakistan Microfinance Network (PMN) and Pakistan Institute of Development Economics (PIDE) jointly conducting a webinar
in August 2021 on “Provision of Microfinance to Street Vendors under Ehsaas Rehribaan Initiative”. The purpose of this
webinar was to create awareness among the microfinance community about the commercial prospects of financing street
vendors and government facilitation in viable product development.

« POLICY ADVOCACY:

Pakistan Microfinance Network values its association with key stakeholders in the Government, particularly with SBR SECP
and the Ministry of Finance other than this with PMIC and FCDO. Like always PMN continued to hold dialogues with SBP
through sector level discussions during the meetings between the PMN CEO and the Director MFD. Since PMN is a
member of most of the SBP committees that oversee microfinance issues, the sector’s views were discussed at those
forums in detail. PMN is part of the task force set up by the Planning Commission that reviews Pakistan’s achievements
and challenges to its commitments with the United Nations on the Millennium Development Goals.

-  AML/CFT Session with SECP:

PMN organized a meeting with SECP Commissioner on its NBMFC members related to AML/CFT issues being faced
by them. In the follow up to session, SECP approached NADRA for reduction of CNIC verification rates and access to
biometric verification on behalf of NBMFCs. Also, SECP held awareness session on AML/CFT for NBMFCs and took up
industry’s request for standardized format for list of proscribed persons for all agencies working in this ambit. In
addition, PMN prepared guidelines for BoD of AML/CFT.

- Transforming NBMFCs into For Profit Entities:

PMN approached SECP on behalf of the NBMFCs for assistance in transformation of not-for-profit NBMFCs into
for-profit entities. In this regard, SECP formed a committee comprising of three of its Executive Directors to guide the
transformation. At the moment, one NBMFCs transformation has been successfully completed.

- Microfinance Consultative Group — MFCG:

Data related to loan rescheduled/deferred by the industry was shared with the MFCG and relaxations on IFRS 9 and
provisioning were requested on behalf of the industry.

« STRATEGY FOR 2022:

During 2022 PMN will focus on addressing the challenges of Covid19 and the floods that has caused havoc in the country
by interacting with regulators and policy makers. Keeping the climate change impact on Pakistan PMN will focus and work
towards developing a medium- and long-term strategy for having a disaster risk facility for the industry.

PMN will also work towards spinning of its Digital Services Platform and invite shareholders to convert Munsalik into a
high-quality shared platform for the microfinance industry.

PMN will also emphasize on capitalizing its investments in the Center of Excellence initiative and credit bureau to address
HR and credit risk related challenges of the industry. PMN will also move towards building its research capacity to cater to
the sector requirements and focus on increasing its networking and linkages with other global players.
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Pakistan Microfinance Network
Consolidated Statemant of Financial Position

As at 31 Deeember 2021

MOM - CURRENT ASSETS
Praparty and equiprmant
Intangitde assols
Lesng term loans
Long tarm rraslmani
Defarrad tay

CURRENT ASSETS
Grant racaivable
Consuliancy Tees receivabie
Loang and advances
Deposits and shart term prepsyrmiznts
T.'.:_'||'1|n|1r and oler receivablsg
Lhort tarm invesiments
darx balances

TOTAL ASBETS

FLINDS AND RESERVES
Unreswizied funds
Encineemaerit fund

MON CURAENT LIABILITIES
Deferrad grants
Lang tarm koan
Legsa liability

CLUARENT LIABILITIES
Referad grans
Accrued and other liabifities
Curren] porhion of kang 1em loan
Cierrant portion of legse lability

TOTAL FUNDS, RESERVES AND LIABILITIES

CONTINGENCIES & COMMITMENTS

Mota

[ R T I 6
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15
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17
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19
20
17
18

21

2021 2020
Pk RUIEEE s
167,147 210 166,480,276
115,757 512 Gid 475,264

245 444 49 656
33,264,789 23.800,617
306,434,055 254 B0bB 813
- 44.473,207

2100832 5,780,840

3,189,123 5,100,225

b442. 635 3.589.818

30,058,932 21,320,648
22,003,001 32,003,000
43029682 37 234 370
6B 097 489 145,516, 208
374,532 444 400,322 021
262,338,493 73,542 B35
70,486,728 70,4858 728
d32 624,221 150,08, 563
1,330,628 22753
531.146 10,175,415
4,407 B0 7643647
6,269,580 20 004 363
244 673 159.215,798

20,954 225 BE010.497

10,303,903 100915275

3,236,842 4 048,607

35,438,643 230,199 0485

M 400,322 071
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Pakistan Microfinance Network

Consolidated Income and Expenditure Statement

For the year endaed 31 December 2021

Mota 2021 2020
—-emeeePak Rupges--——----
INCOME
Grant moormne 2z 241,101,673 4,735, 068
Mambars' coninbutns 23 18,760,000 BE2E 000
Institugiongl contributions 24 26,000,000 -
Income: from tianings 25 - 4,488,725
Income froen research projects J consultancy 26 11,631,244 7,583,480
Income from spansarships a7 12,506,034 11,750,731
Facifitation fes inpams 238 19,374,877 -
Annual support charges 29 225,000
Other incoma a0 1,407,824 4,179,352
331,006,752 99,343,317
EXPEMDITURE
Governance sad management 31 (53,030,667) 128,984,641)
Promraneni Cokl 3z 62,265,011) 165, 546, TTR)
Caost af services a3 (33,555,627) -
[148.851,305) 195,641,416
Sulruu:!. lmam operalinng 182 245, 447 3,827,850
Finange income 3 3.522,693 3.203 687
Finance costs 35 {2,140,663) (1,807,189
Mt finance incama 1,382,140 1,296,698
Blat firozirment loss] J reversal of impainmest (316,101) 3,486,746
Share of gain J [lags) frorm associale 7 {515,828) (3677383
Surplus before 1ax 182,795,658 4 926 552
Arosicn far taxation 3.8 - -
S5URPLUS FOR THE YEAR 182,796,668 4 826,562
—=
q¥
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Pakistan Microfinance Network

Consolidated Statement of Comprehensive Income
For the year ended 31 Decamber 2021

2021 2020
sssmmmamrmree-e-PEE BUPBEE-----cassssmmnan
SURPLUS FOR THE YEA&AR 182,795,658 4,926,962
Disher comprehansive income for the year =
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 182,795,658 4 928 982
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Pakistan Microfinance Network

Consolidated Statement of Changes in Funds and Reserves

Far the year ended 31 December 2021

Balence as at 01 Jenuary 2020
Surplus for the year
Other comprehansie incoma lar thi year

Toal coamprenensaye inpoma far the vaar

Balence as ai 31 December 2020

Balance as at 07 January 2021

Surplus bar the year

Othar camrorahensidg incoma 1ar tha yeer
Tetal comprehansws incomes for the yaar

Balance as at 31 December 20217

Funds and Resarvas

Unrestrieted

funds

Endaswment

fumnd

Tatal

sssmsnasnnnmnmemeefP K ALPEBE-een e cansamnsa

74,615,873 70,485,728 145,101,601
4,976,962 - 4,976, 962
4,92&5;32 : 4.525.2:52
~ 70544835 70,485,728 150,028,563

79,542,835 70,485,728 150,028,563
182,795,658 : 182,795,658
152.795,4;55 : 132.?55,&53
262,338.493 70,485,728 332,824,221
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Pakistan Microfinance Network

Consolidated Statemeant of Cash Flows
Far the yesr onded 31 Docambar 2021

2021 Frut Fat)
CASH FLOWS FROM OPFERATING ACTIVITIES Plote B e o | ST E RS
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ircame taxes paid = .
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Acguisiban al promerty afnd abusprnent
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Shor BT IMVESTMENTS madns - 42 003,000
Shaots tarm iresiments redeemed 5,858,955 30,000,000
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Il e e 3,125,120 3343152
Met cash used ininwesting activities 164,511,118} {100, P04 AT
CASH FLOWSE FROM FINANCING ACTIVITIES
Ceafantan grants recatved 68,050,086 113262,
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Aepayment of lpase kebikty {6,758, 973 I, 67, 3961
Met cash generaled from financing activitles 51,836,505 T3L 567 460
Mot [decrease] / inorease in gash and sash eguivalenis during the yaer {27,831 408} J0437,323
Cash and cash eguivalents at the beginning of the year 42,234,370 1,303.04 7 '!,'
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Pakistan Microfinance Network

Consolidated Notes to the Financial Statements
For the year ended 31 December 2021

1 CORPORATE AND GEMNERAL INFORMATION

1.1 The Group and its Operations

Palistan Microfinance Network [the Holding Company| was incorparated on Apnl 24, 2001,
under section 42 of the Companies Ordinance, 1884 (the Ordinance) (repealed on
promulgation of the Companies Act 2017 w.el 30 May 20171 as a guarantee limited
company. The mission of the Holding Company 18 to enhance the scale, quality, diversity, and
sustainability of retail Microfinance Institutions (MFls) in Pakistan. The Holding Company
pursues this missien through the achieverment of the following three primary objectives:

Enhancing the capacity of retail MFIs;

Establishing the use of performance measures and promoting financial transparency in retail
MFls; and

Creating an enabling policy environment tor retail MFls.

The registerad office of the Holding Company 15 situated a1 15t Floor, B5-East, Kamran Centre,
Blue Area, Islamabad.

1.2 Holding Company's license issued under Section 42 of the Companies Act, 2017
expired on 10 August 2020, The Holding Comparry has applied for renewal of license
and its renawal by the Secunties and Exchange Commission of Fakistan is pending an
account of clearance from Ministry of Interior,

1.3 The Holding Company has 99.9% shareholding in Munsalk Digital (Privatel Limited
("the subsidiary Company”) and has the nght to elect and appoint directors for the
proportionate shareholding of Munsalik Digital {(Private) Limited

1.4 Munsalik Digaal |Private) Limited ithe subsidiary Companyl, was incorporated in
Pakistan on January 05, 2027, under the Companies Act 2017 as Private Limited
Company, The subsidiary Company's registered office is located at 151 Floor, B5-East
Karmran Centre, Blue Area, Islamabad. Main objectives of the subsidiary Company ars
to improve the technological infrastructurg of the microfinance industry. It focuses on
digiizing the internal and external operations of the microfinance providers through a
stata-of-tha-art sharad Leoan Management System land a shared middleware that
connects the Migrofinance Prowviders {MFPs) with vanous financial touchpoints for loan
disbursement and recovery. In addition, the subsidiary Company also provides services
such as cradit history chacks and sanction list screening in partnership with established
playarz in the market.

As gt the reporting date, the Holding Company has a wholly owned subsidiary, Munsalik
Digial [Private) Limited, which together with the Helding Company constitutes "the Group”

8y
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Pakistan Microfinance Network

Consolidated Notes to the Financial Statements
For the year ended 31 December 2021

2 STATEMENT OF COMPLIANCE & BASIS OF PREPARATION
2.1 Statement of Compliance

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

International Financial Reporting Standards {IFRS Standards), issued by tha Internaticnal
Actaunting Standards Board (1ASB] a5 notified under the Companies Act, 2017,

Accounting Standard for Mot for Profit Organizations (NPO st issued by the Institute of
Chartered Accouniants of Pakistan, as notified under the Companies Act, 2017, and

Provisions of, and directivas issued under the Companies Act, 2017,

Where provisions of and directives issued under the Companias Act, 2017 differ from the
IFRS Standards or the Accounting Standard for NPOs, the provisions of and directives 1ssued
under the Companies Act, 20717 have bhaen fallowed.

2.2 Basis of measurement and preparation

The accempanying consolidated financial statements have been prepared under historical
cost convention except for investment in associate which is stated using equity mathod of
accounting.

2.3 Basis of Consolidation:

These consolidated financial statements include the financial statements of Pakistan
hicrofinance Network and its subsidiary company Munsalik Digital (Frivate] Limited (the
Group)

The financial year of 1he subsidiary Company ends on 31 December which coincides with the
Holding Company’s financial year.

Subsidiaries

A subsichany 15 an anterpnse:
In case of a company or body corporate, in which the Parent Company, directly or
indirectly controls, beneficially owns, or holds more than 50 percent of voting securities,

or otherwise, has the power 1o elect and appoint mora than 50 percent of its directors; or

In case of any other investee lincluding 8 company or body corparate for which the above
condition is not mat), ovar which the Group has obtained control. Contralis achieved when

the Groug is exposed, or has rights, to vanable returns from its involvernent with the !J‘*



Pakistan Microfinance Network
Consolidated Notes to the Financial Statements
For the year ended 31 December 2021

nvestee and has the ability to affect those returns through its power over the anterprise.
Ganarally, there is a presumption that a majority of voting rights result in control

To support this presumption and when the Group has lass than majority of the waling ar similar
rights of an investee, the Group consider all relevant facts and circumsiances in as5e8sing
whether it has power over an invastee, including the contractual arrangements with the other
vole holders of the investee, nghts arsing from other contractual arrangemants and the
Group's voting rights and potential voting rights. The Group reassess whether or not it
cantrols an investee if facts and circumstances indicate that there are changes 1o one of more
of the three slerments of control.

The financial statements of the subsidiaries are included in the consolidated financial
staterments from the date control commences, untl the date that control ceases The assets
and liabylitias of subsidiary companies have been consolidated on a line by line basis and the
carrying value of investrmants held by the Holding Cormpany is eliminated againzst the net
aasets of the subsidianes.

Matenal intra-group balances and transactions have been eliminated
2.4 Functional and presentation currency

Thase consolidated financial statermnents are presented in Pak Rupees, which is the Group's
functional currency i.e. the currency of the primary econarmic envirenment in which the Group
operates.

2.5 Use of estimates and judgments

The preparation of cansalidated financial statements in canformity with approved accounting
standards as applicable in Pakistan, requiras the use of certain critical accounting estimates
It also reguires management o exercise its judgment in the process of applying the
Company’s accourting policies. Estimates and judgments are continually evaluated and are
based on storic expanence and other factors, including expectations of future avents that
are believed to be reasonable under the cireurnatances. Revisions to accounting estimates
arg recoanized in the period in which the estimate is revised and in any future periods
affected

In the process ol applying the Group's accounting policies, management has made the
follgwing estimates and jedgments, which are significant 1o the consolidated financial
statemants:

Mote 3.1 - useful lives, reassessed values, reswdual values and depreciation method of
property and equipment

Mote 3.2 - useful lives, reassessed values, residual values and amortization method of dﬂ‘

intangikie assets. 6‘*
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Mate 3.5 - recognition and measurement of provisions and contingencies. key assumptions
about the likelihood and magnitude of an outflow of resources,

Mate 3.B - recognition of tax fiabilities and asseis and astimation of income tax provisions
Mate 3.10 - measurement of ECL allowance for receivables
Measuremeant of fair values

A number of the Group's accaunting policies and disclosures require the measuremant of fair
vaiue, poth for financial and non-financial asseis and liabilities.

The Group has an established control framework with respect to the measurement of fair
values. Management has overall responsibility for overseeing all significant fair value
maasuraments, including Level 3 fair values,

Management regularly reviews signiicant unchservable inputs and valuation adjustments. |f
third party information, such as broker quotes or pricing services, 15 used to measure fair
values, then the management assesses the evidence obisined from the third parties to
support the conclusion that these waluations meet the requirements of the approved
accounting standards as applicable in Pakistan, incluging the level in the fair value hierarchy
iy which the valuations should be classified.

When measuring the fair value of an asset or a liability, the Group uses markel observable
data as far as possible, Fair values ara categorized inta different levels in a fair value hierarchy
based on the inputs used in the valuation techniguas as {ollows:

Level 1: guated prices (unadjusted) in active markets for identical assets or liabilities.

Lewvel Z: inputs other than quotad prices incleded in Level 1, which are obsamvable and
available for the asset or lability, either directly ii.e. as prices| or indirectly (i.e.
derived from pricas).

Level 3: inputs for the assel or liability that are not based on observable and available
market data {unobservable inputs].

if the inputs used 1o measure the fair value of an asset or a liability tall into different levels of
thi fair value hierarchy, then the fair value measurament s categorized in its antirety in the
sarme level of the fair value higrarchy as tha lowest level input that s significant 1o the entire
measurement,

The Group recognizes transfers between lavels of the fair value hierarchy at the end of the gd#l
reporting perod during which the change has occurred.
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2.6 Standards, interpretations and amendments to approved accounting
standards that are not yet effective

The followng Intemational Financial Reporting Standards (IFRS Standards) as notiied under
the Companies Act, 2017 and the amendments and interpretations thareto will be effactive
for accounting periods beginning on or after 1 January 2022:

Ornarous Contracts - Cost of Fulfiling a Contract |Amandments to IAS 37) effective for the
annual periods beginning on or after 1 January 2022 amends [AS 1 by mainly adding
paragraphs which clarifies whatl comprises the cost of fulfilling a contract, Cost of fulfiling a
contract is relavant when determining whether a contract is onerous. An entity 15 required Lo
apply the amendments t© contracts for which it has not yet fulfilled all its obligations at the
baginning of the annual reporting penod in which it first applies the amendments (the date of
initial application]. Restaternent of comparative information 1S not required, instead the
amendments require an antity to recognize the cumulative effect of initially apphing the
amendments as an adjustmeant to the opening balance of retained earnings or other
componant of equity, as appropriate, at the date of inmal application.

The following annual improvements to IFRS Standards 2018-2020 are effective for annual
reporting periods beginning on or after 1 January 2022

IFRS 8 - Tha amendment clarifies that an entity includes only fees paid or recened between
the entity (the borrower) and the lender, including fees paid or received by either the entity or
the lender an the other's behalf, when it applies the "10 per cent’ test in paragraph B3.3.6 of
IFRS B in assessing whether to deracognize a financial liability.

IFRS 16 - The amendment partially armends llustrative Example 13 accompanying IFRS 16
by excluding the lllustration of reimbursement of leasehold improvements by the lessor. The
objective of the amendment s to resolve any potential confusion that might arise in lease
INCeniwas

145 41 = The amendment removes the requirerment in paragraph 22 of 145 41 for entities to
exclude taxation cash flows when measuring the fair value of a biological asset using @
prasent value technigue.

Property, Plant and Equipment: Proceads befare Intended Use [Ameandmants to |AS 16)
effective tor annual periods baginning on or after 1 January 2022 clarifies that sailes preceeds
and casts of tems produced whila bringing an tem of property, plant and eguipment to the
incation and condition necessary for it to be capable of operating in the mannar intended by
management e.g. when testing etc.. are recognized in profit or loss in accordance with
applicable Standards. The entity measures the cost of those items applying the measufemant
raquirements of 145 2. The siandard also removes the requirement of deducting the net sales
praceads from cost of testing. An entity shall apply thosa ameandmants ratrospectively, but
anly 1o terms of property, plant and equipment that are brought to the location and condition
necessary for them 1o be capable of cperating m the manner intended by manageament on or
attar the beginning of the earliest period presented in the financial statements in which the
entity first applies the amendments. The entity shell recognize the cumulative effect of intially
applying the amendments as an adjustment to the opening balance of retained gamings jof
ather componant of equity, as appropriatel at the beginning of that earliest period presented. Lﬁ*
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Referance 1o the Conceptual Framework (Amendments to I[FRS 3) - Reference to the
Conceptual Framework, issued in May 2020, amended paragraphs 11, 14, 21, 22 and 23 of
and added paragraphs 214, 218, 21C and 23A to IFRS 3 . An entity shall apply those
ameandments to business combinations for which the acquisition date is on or after the
beginning of the first annual reporting period beginning on or after 1 January 2022, Earlier
application is parmitied it at the same time of garlier an entity alse applies all the amendments
made by Amendments to Referances to the Conceptual Framework in IFRS Standards, issued
in WMarch 2018,

Classification of halities as current or non-current (Amendments to 1AS 1] amendments apply
retrospactively dor the annual perods beginning on or after 1 January 2023, These
amendments in the standards have been added to further clarify whan a liability is classified
as current. The standard alsc amends the aspect of classification of liability as non-current by
requiring the assessment of the entity’s right at the end of the reporting peried to dafer the
settlerment of hability for at least twehlve months after the reporting period. An entity shall
apply those amendments ratrospectively in accordance with |AS 8.

Disclosure of Accounting Policies {Amendments te 1AS 1 and IFRS Practice Staterment 2} -
the Board has issued amendments on the application of materiality to disclogure ot accounting
paolicies and to help companies provide useful accounting policy disclosures, The key
amendments to 1AS 1 include:

* raguinng companies to disclose ther maténal accounting policies rather than thew
significant accounting policies;

« clarifying that accounting polcies related to immaterial transactions, other events o
gonditions are themselves immaterial and as such need not be digciosed; and

» clarfying that not all accounting policies that relate to material transactiens, othes
avents or conditions are themselves material 10 a cormpany's financial staterments.

The Board also amended IFRS Practice Staterment 2 to include gusdance and two additional
examples on the application of matariality 1o accounting policy disclosures, The amendments
are effective for annual reporting periods beginning on or alter 1 January 2023 with earlier
apphcation permittad

Definition of Accounting Estimates (Amendments to |1AS 8] = The amendments intfoduce a
new definition for accounting estimates clardying that they are monatary amounts in the
financial statements that are subject 10 Measurement uncertainty.

The amendments also clarify the relatienship between accounting policies and accounting
gstimatas by specifying that 8 company develops an accounting estimate to achieve the
objective set out by an accounting policy. The amendments are effective for penods beginning
on or after 1 January 2023 and will apply prospectively (o changes in accounting estimates
and changes in accounting policies occurring on or after the beginning of the first annual
reparting period in which the company applies the amendments

Defarred Tax related to Assets and Liabilities ariging from a Single Transaction (Amendments
ta IAS 12) - The amendments narrow the scope of the initial recognition exemption {IRE) so
that 11 dops not apply to transactions thatl give fise 10 equal and offsetting temparary m\\
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differences. As a result, companies will need to recognize a deferred tax asset and a deferred
tax liability for temporary differences arising on Initial recogniton of a lease and a
decommissioning provision, For leases and decommissioning liabilities, the associated
deferrad tax asset and liabilities will need to ba recognizad from the beginning of the earliest
comparative peniod presented, with any cumulative effect recognized as an adjustment 1o
retained earnings or other components of equity al that date. The amendmants are eifective
for annual reporting periods beginning on o after 1 January 2023 with earlier spglication
permitied,

Sale or Contrioution of Assets between an Invastor and its Associate of Joint Venture
(Amandments to IFRS 10 and 145 28] — The amendment amends accounting treatment an
loss of contred of business or assets. The amendments alsg introduce new accounting for
less frequent transaction that involves neither cost nor full step-up of cenain retained interests
in assets that are not businesses, The effective date for thase changes has been deferred
ndedinitaly until the completion of 8 broader review,

The above amendments are not lkely to have an impact on the Company's financial
slatemants.

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting poiicies as set out below have boen applied consistently to all periods
presented in these consalidated financial statements.

3.1 Operating fixed assets
Property and equipment
Owned

These are stated at oost less accumulated depreciation and impairment, if any. Cost
comprises of acquisition and ather directhy attributable costs.

Depreciation is charged 1o incoma applying the straight-line method, whereby the cost of an
asset is written off over its estimated usedul life. Tha rates of depreciation are stated in nota
4.1 ta the financial statements. Depreciation on assets is charged from the dale of acquisition
til the date of disposal.

Ugeful ives ara detarmined by the managemeant based on the expecied usage of agsals, the
expacted physical wear and tear, techmical and commercial obsolescence, legal and similar
limits on the use of assets and other similar factors,

The assets' residual values, useful fves and methods are reviewed and adpsted, o
appropriate, at each financial year end. The effect of any adjustment to residual values, useful
wes and methods is recognized prospectivaly as a change in accounting estimate.

The carrying values of property and equipment are raviewed for impairment when events or *
changes in circumstances indicate the carrying values may not be recoverable. If amy Suc{'\lﬂ

¢)
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indication exists and where the carrying valuas excead the estimated recoverable amount,
the assels or cash genarating units are written down to their recoverable amount. Any change
in the estimates in the future might affect the carrying amount of the respective item of
property and equipment, with a corresponding effect on the related depreciation charge and
IFMREIr et

An item of property and equipment is derecognized upon disposal or when no future
ocenomic benafits are expected from its use or disposal. Any gain or loss ansing on
derecognition of the asset, (calculated as the difference between the net disposal proceeds
and the carrying amount of the asset), is included in the income and expenditure statement,
irn the yaar the assal s derecognized.

Mormal repairs and maintenance costs are charged to the income and expenditure statement
as and whan incurred.

Right of use assets

The Group recogmizes night-of-use assets at tha lease commencement date. Right-ol-use
assels are initially measured at cost, which comprises the inibal amount of lease liability
adjusted for any lease paymeants made at or before the commencement date, plus any initial
direct cosis incurred

The right of use asset is subsequently depreciated ugsing the straight ine method from the
lease commencament date to the end of the [ease term, unless the lease transters ownership
of the underlying asset to the Company by the end of lease term or the cost of the right of
use asset reflect that the Company will exercise a purchass option. In that case the right of
use asset will be deprecsated over the useful life of the underlying asset, which is datermined
on the same basis as those of property and equipment. In addition, the right of use asset is
panadically reduced by impairmnent losses, if any, and adjusted for certain remeasurement of
loase lability,

3.2 Intangible assets

These are stated al cost less accumulated amorbization and impairment, it any. Cost
comprisas of acquisition and other directly attributable costs.

Armortization 15 provided for by applying the straight-line method. In respect of additions and
disposals of intangible assets made during the year, amortization is charged to the income
and expenditure staternent from the month of acquisition, and up to the manth preceding the
disposal of such assets. The rate of amortization, which is disclosed in note 5.1, 15 designed
10 write off the cost of intangible assels over the estimated useful lives,

The carrying valugs of intangible assets are reviewed for impairment, when events or changes
in circumstances indicate the carrying values may not be recoverable. |f any such indication
exizts, and where the carmying values excead the estimated recoverable amounts, the assets
or cash genarating unite are written down 1o their recoverable amounts. The recoverabla

amaunt of intangible assets is the greater of fair value less cost to sell and value in use. Any Iq'é

ol
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change in the estimates in the future might affect the carrying amount of the respective item
of intangible assets, with a corresponding effect on the related ameortization and irmpairment.
Gains and losses on disposal of intangible assets are charged to income

3.3 Investment in associates

The Group's interests in equity-accounted investees comprise of interests in associates.
Aszsociates are thosae entities in which the Holding Company has significant influence, but not
cantral aver the financial and operating policies. Interests in assotiates are accounted for
using the equity method, They are initially recognised at cost which includes transaction costs
excopt for financial assets previously accoumed for at fair value under IFRS 8 and
subsequently carried undar equity methed of accounting. Such financial assets are intially
recognized at fair value. Subsequent to initial recognition, the financial statemants include the
Company's share of the profit or loss and other comprebansive income of equity-accountad
investes, until the date on which significant influence ceases.

3.4  Financial instruments

Tha Group initially recognizes financial assets on the date when thay are originated. Financial
liabilities are nitially recognized on the trade date when the entity becomes a party to the
contractual provisions of the ingtrurment,

3.4.1 Financial asset
Classification

Cn init:al recognition, & tinancial asset is classified and measured at:

- amortized cost;

- fair value through othar comprehensive income [FVOCH; or

- fair value through grofit or loss (FYTPL).

The clagsification of financial assets is based on the businass model in which a financial asset
15 managad and its contractual cash flow characteristics.

a}] Amortized cost

A linancial asset ie measured at amortzed cost if it rmeets both of the following conditions
and is not designated as at FVTPL: (i) it is hetd within a business model whose objective i5 1o
hold assets to collect contractual cash flows; and i) its contrectual terms give rise on
specified dates to cash flows that are solely payments of principal and interest on the principal
amaunt outstanding.

b) Fair value through other comprehensive income (FVOCI)

A debt mwestrment is measured at FVOCH if it maets both of the following conditions and is

not designated as at FYTPL: i} it is held within a business madel whose objective is achiaved

by Both collecting contractual cash flows and selling hinancial assets; and (i) its contractual
terms give rise on specified dates to cash flows that are solely payments of prncipal an "-5%
intarast an the principal amount outstanding {}\
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On mitial recognitien of an equity investment that s not held for trading, the Group may
irrevocably elect to present subsagquent changes in the investment’s fair value in OCI. This
elaction is mada on an investment-by-investmeant basis.

¢} Fair value through profit or loss (FVTPL)

All financial assets not classified as measured at amortized cost or FVYOCI as described above
ara maasurad at FVTPL.

Subsequent measurement

Financial assets at amortized heessured at amartizad cost uging the effective intarast

Cost method, The amortized cost is reduced by impairment
Ipases. Interest income, foreign exchange gains and
logsea grd impasment are racoghizad noncome end
pxpendilure statemeant, Any gain of Ioss on de-
racogmition 1% recognized 0 inpome and axparddiine
statemeant,

Debt investments at FWOCI These assals are subseguently measured at fair value.
Interast incomsa calculated using the effective intarast
methad, foresgn exchange gans and losses and
impairment are recognized in income and experdiure
siatemeant, Othar net gains and losses are recognizedin
OC1. On de-recognition, gaing and lossas accumulzted
im OCI are reclassified to income and axpendiure
statemeant,

Financial assets at FVTPL Measured at fair value, Net geins and losses, including
arw intergst or dewidend income, are recognized n
incoene and EIpEI"I-I:II[LII’& S1Htement

Equity investment at FVOCI These assets are subseguenthy measurad a1 fair velue,
Dividends are recognhized as incomea N incame - and
expenditure  statement unless the dwidand clearly
represents B recovery ol part of tha cost of the
investment, Other net gains and losses ara racogried
in QC| gngd gre never reclassifed to income  and
expenditure statement

De-recognition

The Group derecognizes a finangial agset when the contractual rights to the cash flows from
the asset expire, or it transfers the rights 1o receive the contractual cash flows in a transaction
in which substantially all of the rnisks and rewards of ownership of the financizl asset are
transferred. or it neither transfers nor retains substantially all of the risks and rewards of
ownership and does not retain control over the transferred asset. Any interest in such
deracognized hinancial assets that s created or retained by the Group is recognized as a
separate assal or liability.



Pakistan Microfinance Network

Consolidated Notes to the Financial Statements
For the year ended 31 December 2021

3.4.2 Financial liabilities

Financial liabilities are clazsified as measured at amortized cost or FYTPL, A financial liability
s classified as at FVTPL if it 1s classified as held-for-trading, it is a derivative or It 15 designated
as such on initial recognition, Financial liabilities at FVTPL are measured at fair value and net
gains and losaes, including any interast expense, arg recagnized in income and expanditure
statement, Other financal liabilities are subseguenthy measured at amortized cost using the
affective inlerest method, Interest expense and foreign exchange gains and losses are
recognizad in income and expenditure statement. Any gain or 055 ¢n de-recognition is alsoc
included in income and expenditure statement,

The Group derecognizes a linancial labdlity when its contractual obhigations are discharged or
cancelled or expire. Any gain / (loss) on the recegnition and de-recognition of the financial
assels and liabilities is included in the income and expenditure statement for the period in
whiich it ariges.

3.4.3 Offsetting

Financial assats and financial labitities are offset, and the net amount presented in the
statement af consolidated financial positicn whan, and only whean, the Group currgntly has a
lagally enforceable right to offset the amounts and intends either to settle them on a net basis
or o realize the asset and settle the lability simultanaously

3.5 Lease liability

At the commencement date of the lease, the Group recognizes lease labiities measured at
the present value of lease payments to be made over the lease term, Tha lease payments
includa fixed paymants [including in-substance fixed payments| less any |e2ase incentives
regenable, variable lease payments that depend on an index or a rate, and amounts expected
o be paid under residual value guarantees.,

The leasa payments al5¢ inciede the exaercise price of a purchase option reasonably certain
to be exercised by the Company and payments of penalties for terminating a leasa, if the
lgazse term reflects the Group exercising the option 1o terminate. The vanable l2ase payments
that do not depend on an index or a rate are recognized as expense in the period on which
the event or condition that triggers the payment oocurs.

The lesase hability 15 measured a1 amartized cost usng thea effactinve intarest method. 1t is
remeasured when there is a change in future lease payments arising from a changa in an
index or rate, if there is a change in the Grouwp's estimate of the amount expected to be
payable under a residual value guarantee, or if the Group changes its assessment of whather
it will exercise a purchase, extension or tarmination option. When the lease labulity is
rermeasured in this way, a corrasponding adjustment is made to the carmying amount of the
right-of-use asset or is recorded in incoma and expenditure statement if the carmying amount
of the nghi-of-uze asset has been reduced to zero.

di
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36 Provisions and Contingencies

Prowvisions are récognized whan the Group has a present legal or constructive obligation a5 &
result of 8 past event, and it is probabile that an outflow of resources embodying economic
banefits will be required to settle the obligation, and a reliable estimate can be made of the
amaunt of such obligation, Provisions are determined by discounting the expected future cash
flows at @ pre-tax raie that reflects current market assessments of the time valug of money
and the risks specific to the liability, The unwinding of the discount 13 recognized as finance
cost, if amy.

VWhere it is not prabable that an outflow of resouwrces embodying economic banefits will be
requirad to settle the obligation or the amount of the obligation cannot be measured with
suftigient reliability, 115 disclosed as contingent liability,

3.7 Staff retirement benefits
The Holding Company
Defined contribution plans

Tha Group operates a defined contriibution voluntary pension scheme for ks permanent
amployaes. Contnbutions to the scheme are made by the Group and its employees, in
accordance with the employment cantract. The rate of employer and employes contributions
is 10% of the basic pay of permanent employees. The schame is fully funded and is being
managed by MCB - Arif Habib Savings and Investments Limited, on behalf of each individusl
amployes,

The Group has also entered into an arrangement with an insurance company, EFLU Life
Insurance Limited ([EFLI, in respect of a post-employment benefit scheme for its employees,
whereby the premiurm is paid annually to EFU in respect of the scheme and charged to
incoma. As per the scheme, EFU is required 1o pay, one gross salary for every year of service
to permanent emplovess, upon comgletion of three years of servica.

Under the above-mentioned arangemeants, the Group is only lisble to pay the agraed
contributions / premiums to MCB - Arif Habib Savings and Investments Limited and EFU, anc
the lkakdity towards employees, rests with MCB - Arif Habib Savings and Investments Limitec
and EFL.

The Subsidiary Company:

Voluntary pension scheme

Parmanant employees are entitied to provident fund contribution after completing hisfher
probation penod. The Provident Fund is flinanced by employee’s contributions and equal

cantribution by the Company equivalent 10 10% of basic salary. The contribution is transferred
to the Voluntary Pension Scharma (WPS) account maintained with the Pension Fund Malﬁgem*
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Fund balances can be tempararily or permanently withdrawn by employees in accordance
with the provisions of Income Tax Rules 2002,

3.8 Taxation

The Holding Company:

The Hokling Company has been claiming tax credit under section 100C of the Income Tax
Ordinance, 2001 [the Ordinance) equal to one hundred percent of the 1ax payable, including
minimum tax and final tax payable, under any of the provisions of the Ordinance. The credit
is subject 1o compliance with certain conditions listed in section 100C, which for current year
also require recognition as a non-profit organization under section 2(36) of the Ordinance. The
Holding Company has been granted a recognition as not-for-profit organization under section
38 of the Income Tax Ordinance, 2001, Therefara, no provision for taxation has been
recognized in the Holding Company’s financial stataments.

The Helding Company takes into account the current income tax laws and decisions taken by
appellate authorities. Instances where the Company's view differs from that taken by the
income tax department at the assessment stage and where the Company considers that its
view on Items of matenal naturg Is i accordance with law, the amounts are shown as
contingent liabilities,

The Subsidiary Company:

Currgnt Tax:

Current tax is the tax payable on the taxabie income for the year, using tax rates enacted o
subhstantively enacted st the reporting date, taking into account tax credits, rebatas and tax
kosses, if any, and any adjustment to tax payable » respect of previous years.

Deferrad Tax:

Deferred tax is accounted for on all major taxable wmporary differences between the carnying
amounts of the assets for rancial reparting purposes and their taxation base. 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 reducad ta the extent
that it is no longer probable that the related tax benefit will be realized. At each consolidated
staternent of financial position date, Munsalik re-assesses the <armyping and unrecognized
amount of deferrad tax assets.

Deferred tax assets and liahilities are calculated at the rate that are expected 1o apply to the

penod when the asset s reahzed or the liability is settled, based on the tax rates {and tax
lawsel that have been enacted or substantively enacted by the consolidated siatement of

financial position datea.
3.9 Foreign currency transactions and translation

These consolidsted financial statements are presented in Pak Rupeas, which is the Group's
functional and presentation currency. Foreign currency transactions during the year ari i‘i

@
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recordad at the exchange rates approximating those ruling on the date of the transaction,
Monetary assets and liabilities in foreign currencies are translatad at the rates of axchange
which approximate those prevailing on the staternent of financial positon date. Gaing and
losses on transkation are taken to income curranthy. Mor-monatary items that are measurad
in terms of histoncal cost in a foreign currency are transiated using the axchange rates as at
the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the dates when the fair value was
determinad.

3.10 Impairment
Financial assets

The Group recognizes loss allowance for Expected Cradit Lossas (ECLs) on financial assets
mieasured at amaortized cost, other than those due from the Governmeant of Fakistan entities,
For receivables, the Group applies a simplified approach in calculsung ECLs. Therefora, the
Group does not track changes in credit nsk, but instead recognizes a loss allowance based on
ifetime ECLs at each reporting date. The Group has established a provision matnx that 12
based on its histarical credit loss expanence, adjusted for forward-looking factors specific to
thiz delbtors and the economic environment

Lifetime ECLs are those that result from all possible default events over the expected life of
a financial instrument, The maximum period considered when estimating ECLs is the
rmaximum contractual paricd over which the Group is exposed (o credil nsk.

At each roparting date, the Group assessas whather the financial assets carried at amortized
post are credit impared. A financial asset is creditimpared when one of more evants that
hava detrimental impact on the estimated future cash flows of the financial assets have
accured.

Loss allowances tor tinancial assets measured at amortized cost are deducted from the gross
carrying amount of the assets. The gross carrying amount of a financial asset is written off
whan the Group has no reasonable expectations of recovering a financial asset in its entirety
or & portion thereof. For recognition of impairment on financial assets due from the
Governmant of Pakistan entities, the Group continuas to apply the accounting policy as stated
below.

MNon-financial assets

The carrying values of non-financial assets are s3sessed st each statement of financial
position date to determing whether there is any indication of impairment, IF any such
indication exists, then the recoverable amount of the non-financial assets is astimated. An
impairment 10ss is recognized as an expensa in the income and expenditure staternent, for
the amount by which the non-financial asset's camying value exceads its recoverable amz;it
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3.11 Income recognition
l. Income related Grants

Grants, of a non-capital nature, received for specific purposes, and any bank interest eamed
on them, are classifiad as restricted grants. Subseguently, these are recognized in the income
and expenditure statement to the extent of expenditure incurred against them which
approximately correspands ta the satisfaction of related performance obligations. Expenditure
incurred against grants, against which grant funds have been commitled but not received, 15
recognized in the income and expenditure statamant and reflected as a receiable from
conors.

I, Deferred Grants
Deferred Capital Grants

Granis recelved for the purchase of fixed assets are initially recorded as deferred income upon
receipt. Subseguently, these are recognized in the incomea and expenditure slalemeant, on a
sysiermatic basis, over the periods necessary 1o match them with the carrying value of the
redated assels.

Assets recewed against which no grant is received or no consederation is paid 15 considered
as non-maonetary grant and both the assat and the deferred grant is recorded at {air value at
the date of receipt of non-monatary grant.

Government Grant — Loans at below market interest rates

Benefit of loan obtained at below market interest rate under State Bank of Pakistan's salary
refinance schema is recognized as 'deferred grant’. This is measured as the differance
between the fair value of the loan on initial recognition and actual proceeds receiad

Subsequent to inftial recognition, deferred grant s recognisad in the income and expanditure
statarment in lina with the recognition of refated interest expenses and is presented nat of
related interest expenses.

Ill, Contracts with Customers

Revenue from contracts with custamers is recognized when control of the goods or sericeas
are transferred 1o the customer at an armount that reflects the consideration to which the
Group expeacts 10 be entitled in exchange for those goods or services.

Tha fallowing table provides information about the nature and timing af the satisfaction of
performance obligat:ons in contracts with custamers including significant payment 1erms, angﬂd“
the related revenue recognition policies, Lg,



Pakistan Microfinance Network

Consolidated Notes to the Financial Statements
For the year ended 31 Decembear 2021

Mature and timing of satisfaction of |

arganizations.

Income compnsas the invoiced value for
the delivery of ftrainings, which is
recognized over time as the customaers
simultanaously receive and consuma the
benefits prowded by the Holding
Company’s performance of dalivery of
trainings.

Invoices are usually payable in 30 days.
Other than the trade discounts which are
proseded at the timea of negotiation of the
rates, the Holdng Company does not
provide any discounts  for  early
sattlament of the invoices,

Typea of services performance obligations, including Revenue recognition
significant payment terms

~ Training Income The Helding E-E:umpany delivers local and | Revenue s recognized
international trainings to participants of | over time to the extart
the member organizations. The | thal performance
consideration 15 pre-agreed at the tme of | obligations  have been
receipt of nominations from member | satistied,

Progress of satisfaction
of performance
cbligations 15 determinad
by the number of days in
which  trainings.  hawva
been delwered against
total of dwation  of
trainings in days.

~ Mem bership Fee

The Holding Company receives annual
membershipg fees from Microfirance
nstitutions (MFIs] as consideration for
being mambers of the Holding Company
and for provision of continuous support
and rapresentation on differant forums.

Income comprises the membership fees
for each category of mambers as
approved by the Board of the Holding
Company

Ferformance obhigation regarding
membarship fees s satizfied owar tima
as and when tha MFis simultansoushy
recerve and consume  the benefits
provided by the Holding Company's
pericrmance of services,

Invoices are usually payable in 30 days.
The Holding Company does not provide
ary discounts for earky settlement of the
invoices, Further, no refunds are offered.

Income 8 recognized
ovar time as and when
performanca obligation is
satisfied.

since Membership fee iz
raceived  for  twelve-
manth  period (January-
Dacember} and services
rendered ewvenly during
the pernod hence incoma
is recognized evanly over
the penod of twehe
rronths.

e
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Type of services

MNature and timing of satisfaction of
performance obligations, including
significant payment terms

Revenue recognition

Sponsorship
Income

The Holding Company generates
sponsorship income  from ks Annual
Microtinanca Conference. As per the
agreed sponsorship  packages, the
Holding Compamy  provides  brand
visibdlity to its members,

Incame comprises the invoiced value for
the provision of the brand visibility
senace, whieh is recegnized over ims as
the MFls simultaneocusly receive and
gonsumne the banefits provided by the
Holding Company's performange  of
brand visihility services,

Irvoigas are usually payvable in 30 days.
Other than the trade discounts which are
provided at the time of negetiation of the
rates, the Holding Company does not
provide any  discounts  for  early
zettiement of the invoices

Revenua i5 recognized
over time ta the extent
that perforrmance
chligations have been
satistiad.

Progress of satisfaction
of performance
oodigations is
determined by the
number of days in which
brand visibility is
provided against total of
duration of the Annual
Microfinance event,

Research Studies
/! Consultancy
Income

The Holding Company caries out
research studies for members and other
donar organizations. The consideration is
pre-agreed through formal agreements
and payment is linked with the
achiewamaent of milestones,

Income comprises the invoiced value for
carrying out research studies which is
recognized at 8 point in time as the
Holding  Company  achiewas  the
milestona agread and thereafter submits
research reports.

Imvoices are usually payable in 30 days.
The Holding Compary does not provide
any discounts for aarly settlement of the
irmvaices

Incorme s recognized at
a point In time as and
when the performance
obligation i satisfied i.a.
when the Company has
achisved a pre-agreed
milestone and submits
rasearch reports.

. Wﬂ%
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.

|
| Type of services

Mature and timing of satisfaction of
performance obligations, including
significant payment tarms

Revenue recognition

0T &
Services

|
i Allied

The pertormanca obbgation 15 satslied
al a point in tima upon completion of
randering of semnvices and acceptance by
tha customer.

Imvoices are usually payable in 30 days.
Munsalik Digital (Privatel Limited does
not provide amy discounts for early

Revenue from IT and
allied SEMviCes is
recegnizad at the point
i tme  whan  tha
services are renderad 1o
the customer, genarally
on completion of the

settlement of the invoices.

services.

IV, Profit on bank deposits and investmeants

Mark-up { interest on bank deposits and return on investments s recognized using the
effective interest rate method.

V. Other Income
Other income i3 recognized when the right to receive the same is established.
3.12 Fair value measurement

Fair value® is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date in the principal
or, in s absence, the most advantageous market to which the Company has access at that
data, The fair value of a liability refiects ns non-performance risk,

A number of the Group™s accounting policies and disclosures require the measuremeant of fair
values, for both fingncial and non-financeal assets and liabilities,

When one is gvailable, the Group measures the fair value of an instrument using the quoted
price in an active market for that instrument. A market is ragarded as active if transactions for
the aszet or liability 1ake place with sufficient frequency and volume 1o provida pricing
information on an ongoing basis,

If thare iz no guated price inan active market, then the Group vses valuation technigques that
maximeze the use of ralevant obsarvable inputs and minimize the wse of unobservabla INpuls,
The chosan valuation technigue incorparatas all of the factors that market participants would
aka intd account in pricing a transaction,

it an asset or @ liability measured at fair value has a bid price and an ask price, then the Group

measures assets and long positions &t 8 bid price and liabilities and short positions at an askd

price.

JAW
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lhe bes: evidence of the tar value of & tinancial instrumant on mitial recognition is normally
the transaction price = i.a. tha fair value of the consideration given or received. if the Group
datarmings that tha fair walug on initial recognition differs from the trensaction price &nd the
far walue 15 evidenced neither by a quoted prica in an active markat far an identical asset or
linoility nor based on & valuation technique tor which any unobservable inputs are judged 1o
be insignificant in relation 1o the measurement, then the financal ingtrument (5 initialby
rmzasured at fair value, adjusted to defer the differsnce between the fair value on initial
recagnition and the transaction price. Subsequantly, that difference is recognized in profit or
loss on an appropriate basis over the life of the instrument but not fater than whean the
waluation 18 whaolly supported by observable market data or the transaction is closed out.

3.13 Unrestricted funds

This represants a genaral fund of the Heolding Company, comprising of tha surplus genaratad
from the Holding Company's operations, and is available for utilization for the day-to-day
oparations of the Holding Compamy.

3.14 Endowment fund

Endowment, amounting ta Rs 60 million, was received inyear 2013 from the Fakistan Poverty
Allewiation Fund |PPAF), under a Financing Agreement, dated September 2013 The
endowment remained restricted for a period of three years, commencing September 01,
2013, during which penod, PPAF reserved tha nght to suspand or terminate Holding
Company's rnight to this endowrnent and the incorme therean, undér specfhied crcumstancas,

The restniction penod of three years, axpired on 31 August 2016 and all tha conditions
mentioned in the agreement were fully complied with by the Holding Company and
accordinghy, the Holding Company transferred the endowment fund payable amount ta
Endowment Fund resenve account. The fund is available for utilization for the day-to-day
operations of the Holding Campany.

3.15 Trade and other payables

Liatilitias for trade and other pavables are carned at cost which s the fair valua of the
consideration 1o be pawl in the future for goods and services recevad whether billed or not to
the Group,

3.16 Cash and cash equivalents

Cash and cash eguivalents are carned in the statement of financial position at cost. For the
purpasa of cash flow statament, cash and cash aquivalents compnsa cash and chequas in
hand, bank balances, demand deposits, other short term highly gud investrents that are
readily convertible to known amounts of cash and which are subject to an insignificant risk
of change in value and running finances under mark-up arangeaments. 'lu

l{[ll
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42 CAPITAL WORK IN PROGRESS -

DOPERATING FIXED ASSETS

Balanca at the begenning of the year 134,451,842

Transfers from advance for

acyuisition ol handwere i - 5,587 B20

Adkditions made duning the yeis - 128 484 022

Transter 1o operatng fixed assels 421 134,451 843) -

Balance at the aend of the year - 134,451 642

4.2 This represents cosis incurred Tor purchase of heschesare Infrastruciuie fram Pakssten Telecommunications
Coengany Lireted (PFTCL) for setting up Digital Sesvices Platform [the Platformy. [n the price year, tha Group
anitered into & grent sgreerment with Ksrandsaz Pakistan to linance the Group's initistive of setting up (b
Platicarn. As per milestones committed under the said grant agragmant. the Group svas required (o5el up a
Subscary Comgany 1o Braneh aul 1he operaiicns of the Paform, Dufing the yeas, the Giowp incorporeted
the Subsadany narmed “hursalk Digital Private Lirmited (IMDPLY and obiained aponoved Tnoem Sacurities and
Exchangs Commmission of Pakistan [(EECP) for imvastrment in MDPL, 4#—

L\

LA
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2021 2020
52 CAPITAL WORK I[N PROGRESS - Mote ——-----Pak Rupees———-—
INTAMGIBLE ASSETS
Digital Services Platform

Balance a1 the beginming of the yoe 64,125,142 .
Traresfir e achance for ecquisition of softeara - 35,200,676
Additions made during the v 18,774,612 27,924 AGE
Transles Lo intangibls assels 53 (77,087,630} -
Balanca st the and of the yae 5.818,124 84,1268 143

B3 This ropresents advance gayments made to vendors for setfing wp mobile spplication system and loan
manpgemeni syatern for the Digitiel Sarvices Platlorm Ctha. Platlorm), Alss refer notes 4.2.1

2021 2020
i LONG TERM LOAMNS wmmannn Pak Rupg@s-—=aa=-
Lonserad good - unsacurad
Loans to empioyaas 408,548 284,934
Cufrenl pormion shown unoer curment sssats (163,104} 1235, 278
245,444 49, 556

6.1 Interesiat the mie of B% per annum (2020: 5% is charged on the leng-1erm loans axtended o smployees.
Manggement considars ko, i eentext of overall fimancal stajamants, impact o resogrizing kKng erm
lgans ot present value of the tuture cash flows, veould ba immatensl

2021 2024
Pak Rupegs-—-------

T LOMG TERM INVESTMENT

Equity accounted investment
In assoctated sompany
Aeguias iInformmation Servces Limised

Balenca as the beginning of tha year 33,800,617 37.478,000

Less: Share ol loss of associale [515,828] 13677383

cesg Imparment kss = -
33284 789 33 BOOD.E1Y

A This repraseants 3419 763 12020 3,325,000 My gaid ordinary shares of Aeguites Information Bervces
Limited FAISLT on 23 May 2019 which represents 8.65% (3020, 5 5% gharaholding in AISL. AIGL was
incerparated i Paklsan an 26 May 2018 as 3 Public Limitsd Company under the repeplad Companies
Ordinanee, 1984 {Mow Companses Act, 2007]. The main chjectives of AISL are 10 carry oul 1he business ol
a Cradit Infarrmation Company for collecling cradit Information as permissible by lew relating to debtors of
hinks, linandal Instilutens, non-banking finencigl Institutions, aoe-financial companias and othar kindars o
authee s Including retsilers, insurance companes, utifity providess and @50 b0 colléch and mumisdy amy
cradit infarmation, with rospect 1o indiedoals, partnerships, corpadaliong, Instiiubens, trusis asiates,
conperatives, associations, Gowernrment or Gowemmental subdivisions or sgences or ary alher entity. On
20 Jdanwary 2020, one of the Group's romines direcior was appainted on the board of AISL. Tha Group has
determined that it is abla o gxer signidcent influgnce an AISL becauss i has maeaningful represantalon on
its board, Accordingly, (his Investment has bean accounted for under the aguity methoed ol accounting n
accordence. with the reguiremeants of International Accounting Standard 28, {845 28) “Accounting lor

Inwasimanis in Ass0ciales lL\“Llﬂ
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Shara of Ioss Trom ASL IS based on s audited Tmancal statements for the yaar ended 30 Jure 2027 and
urinci e finarsial statermants for the sis months period enceed 31 Decamber 2021,

The following table summarizes the linancial information of AISL as included in its Un-audited condensed
interen fnancial statements for the siemonth penod ended 31 Decomber 2027 and audited financial

stataments for the year ended 30 June 2021 The financial year-gnd of AlsL = 30 June.

2021 2020

e Pak RUpEES--——---
Aorcentage of ownership % 6.65% 0.80%
Curfenl asaeis 58,637,711 A5 748,457
san-curmant assas 403,263,180 328 435 GRD
Crrrent ligmliting 191,838 475) (A0 7Z0.141)
slan-current liabilities (24 470 525) (81.753.2341
“ofassals 345,581 957 261,748, 62
Group's shane of fel assels §.65% (2020; 5.5%, £2. 981 BA5 24 666,132
Carryg aenount of interast in azsociates 33,284, THO 3800817
Hewvanug 130,514,794 4771087
Lorss altar Eadation (3547 847| (42, 447 30
Mher corrgrghensiva iNGami a1 thie year H..'!'BEJH| 3.-"33.'3'3'5
Total comprohensied loss for Lhe year (7. 756 B0E| (38,708,257
Group's shade of Latil comprehenshe lnss

for the yoar BB (202096 %) (515 828] [3.677,383]

DEFERRED TAX

Coxfrrad Lo pEsel amounting (o Bs 17 milhon has not been recogrised dua 1o uncertainilies about future

1axable profits againsat which deferred tax sssat can ba utilized.

Taxable temporsry differsnces

Proparry and pguipmani (12,831,785]

Deductible temparary differences

Ungod Lhx lGssas 12,931,786

Tha expiry of tox losses is as Lol

31 Docerner 2027 36,976,931 .

Vil mever expire 66,253,228 -
103,230,159 - ﬁ\\

2021

2020

Pak Aupees----c--—-:
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Pakistan Microfinance Network
Motes to the consalidated financial statemants
Far the yvear ended 31 Decembar 2027

m

1.1

.11

11.1.2

2021 200
Mote P . 1 H.IH!IHB-—--—-
CONSULTANCY FEES RECEIVABLE
Unsecurad - Considarad goad
Gheng Morglinenoe Instiluticns Metwork IGHAMFIN} 4,420,000 3,597 800
Woild Sank 21,666 2,905 805
Fomngn, Commormasaih zand Dewvalogrent Olice [FCOOY - 1,756,780
4 441 656 &, 6HE, 745
Legs: Allowance fod rmpairnsnd |2,340,823) {1,907 fa5)

2,100,832 §,700.940

bovemeant ot alowence lor impairmani

iS5 a8 lolpas:

Balance 87 1he agiraing of the yeer 1,907 845 2,502 118
Mar reneasuamens of loss allowance 432 878 (294,453
Balance a3t the end of tha yaar ﬂl!ﬂﬂ 'I!B]?.E'-'!IE'

LOANS AND ADVANCES

Lomms - unsecurad considoned good

Currant parton of Inng term logrRs & 163,104 235278

Advances - unsecured congiderad goodd
10 amploysas BavT 743 e 374
10 COnsuians 2,128,216 4 TEa.573
3,189,123 6,109,215

TRy incluges advances 1o Chiel Finanaisl Qificer end Chiel Dperating QHicer amauring 1o A=, 750,000
[H0R0: Wil and Rs. Rl 2020 5000000 mapectvely. Tho maamum apgrisgsin amounl aulsiandng farm Chat
Fineroiel Otticar end Chiaf Cparetng OHicar &1 sny bme during 1he year wes fs. P50,000 end Bs, 50,000
iEspectwvely. Provision {or doubtul advence prd aqing are not disclosed e adwence = nol pesd dee or
rmpaingd 25 of Ra rapoeling dala

2021 20H)
Maote srremeeres Pk FAuppeeg- -
Mevamant ol agvence ta Chiel Executive Cificar
i5 85 lolows
Belsnoe as &1 01 Jenuery . 461,870
DhsEursamants 11.1.2 3,182 500 482 B85
Aepayrmants (3.188,500) {1, 974 755)

foeancs to Chial Exacutive Offcar JCED) wes |ssuss for persansl pufcoses amaunting o Aa. 3,790,500
12020 Rs 967 685]. Advance 1sswed ior personal purposes is Senied againgt seleey. The masimuem smount
cugtancing fram ke CEQ dunng the yvaer Bt ary time dunng the pees was Re. 3,180,500 2030 As. 960,600

Advancas arg inierast ires, and ang due on ﬂ-amam:lmd‘

L



Pakistan Microfinance Network

Flotes to the consolidated financial statements
For the year ended 31 December 2021

20 2030

MNote sessacenfrak Rupnen--—-—--
12 DEPDSITS AMND SHOAT TERM PREPAYMENTS

Dapomits 1,577,004 1,271,004
Shori term prapaymants

Employae benefits ! Insurenca 2,582,653 1 6580,514
{rirare EJBHIH E36,000

2_.-31 BE14
T 3580618
13 TRAINING AND OTHER RECEIVABLES
hdembersnip ipes 2,666,704 1,540,040
Trnning haag 731,347 1,087,343
Sponzarship faes 4,450,040 7538, 722
Focilitetson !ses 131 7374 877
Invesipr inkeges lee 250,000 250,040
Sociel audif Bea 260,00 -
Facarnabla frem Soulh &5a
Wicio-anthapranadrs MNanworie 13.2 9,183.493 e L
Wishheld salas lax receisabls 01,164 1.421,%18
Cihes 13.3 9,018,652 025 Bad
34 D0E,273 26 380 HEE
Lass: Alpwance Tor impairment 134 13,947 341) 44,064 2181

30,058,933 21,325 B4R

13,7 This regresenis ameunt fecaivatle om Asguites Infomnaton Sercces Limohed, an assocsled eampary, as
shane ol Moeiry fee sganst cradit bureay Inguires made dunng tha paricd from 07 July 2030 ta 30 June

2021 urdes e cooperaion and IPVBSIMEN] Sg7eaMmanT

13.2  This mepresants mcevable from South Asia Micio-enireprenaurs Maiwoik GAMML which = 2 regions
icralingnce rdusify sEsacElion regismed in Sn Lanks Tha Group provides ogerobonal and sectelatisl
suppoet fo SAMKN end & part of thes suppon, the Group mekes payments and recehves funds on behel ol
EAMMN. Ay par an undegtanding reeched betwesn the Growg and members of SAMN, this mooivobie will be
sottied by SAKY thrgugh morbibylions Irom s respechve mambers.. Dunng 1he yaar, ha Group sLominied
an apdited statament of recaipts and esioendilunes falaling 1o SAMN opefalons o8 30 June 2021 for recowary
af iecerabia balanca

13.3 Thig ingluoes an amgurt recanabia from Dela Check [Privadg)] Lemitesd, Pakigign Fintech Metlwor, salas (ax
racawabie frorm members and refendoble tax dus from govemmant

2021 kel
———--Pak Rup@es---eaeu
134 Blovamant ol abowancs 1o impeiimen

18 &= follaves:
Bolance o5 81 01 January 4,084,218 14,48E,138
Becessabion whten-off during the yaar - e LR e
My remesgurement of sxpacied credit ltay slawanca (118,877} 13,146,492]

3,947 341 -ﬂ!I]E-Il! 218 lﬁ%



Pakistan Microfinance Network
Motes to the consolidated financial statements
For the year ended 31 December 2021

13.5

14

14.1

Trmining and ather recalvables ncluda folfawang recavablas fram associatod companies, Aging lor thasa
ipcanables Rave bean Esciosed in poie 35.7.1 @ the hngncisl statamants.

2021 2020
et mn————— Pak Aupa@g---—--———-—-- -—
Maximurn Balance as s Balance as at
aggregala 31 Decamber 31 Docember
wmount 201 020
autstanding
during the yaar
hiembarship laas
U kecmbirarnce Basik Lirnited S50,000 BOLGG0
Tegnor WMomdingnce: Bank Lirsléad 50,000 RO.000
Bkhvwat |siamig Microfinance Company 50,000 - 50,000
AGEAKE 400,004 160,000 =
Mational Rural Suppon Propremma 50,000 . 30,000
E00, QR 150,000 AU
[reifing leps
W Khicmafinancs: Bank Lirrilad - . .
Skhuwat Islame Micrglinance Campany 72,713 72,713 TrMa
fAcbilink Micrafnanca Bank Limifed a0,000 a0,000 80,000
Matioral Rurgl Suppor Propremme 269,998 B0,000 750298
Anruites Infoirnabon Saryicas 216,138 218,138 218,138
Kashi Foundofion - -
First Micredinenoe Benk Limited
ACAHE -
MAESP Sank Limiad - . 1709408
40,850 AEQLESE He0EaE
Soarscrsfip fea
Aanuiass Information Sernces Lirmes 1,400,000 - 1400000
1,400,000 1,400,000
Faciitaien Fes
Aanises Informanan Services Limitss 13,452,816 TIT4ATT
13,452 818 2,274 877
Iwaginr Linkege Fea
AEAHE 2500000 250000 #5030 000
250,000 250,000 260,000
Social Aupi Fea
The Firat MgraFingnceBank Limised 250,000 250,080
250,000 250,000
16,5 Eﬂ!.ﬁ! 2400860
SHOAT TERM INVESTMENTS
Amortisad cost
Tarmn Dapoait Recepis 14.1 22,003,087 32,003,000
22,003,081 32,000,000

caiyap interast &l cate of ?% and 13.5% per gnnum respectivaly. TORs of SAMEA Bank [whiled aifiounting

i

Tres 1eprasents 1anm feposi recaipte {THHAs) of Sapiss Bank Lmited ang U kicmfingnce Bank Lirmited 4*

16 Hs, 2T million arg hald 85 8 colateral apainst ang 18rmm oan



Pakistan Microfinance Metwork
Motes to the consofidated financial statements
For the year ended 31 December 2021

18 BAMNK BALARNCES

Cash ol banks in local currancy

Lavirgs occounts
Curent sooaunts

2021 2020
——— T H,up-ﬂ-mn-r—---

3,432 376 30,812,467
ar.5ey 1,43 801

4,302,962 07,084,070

15,1 Savings accounts carry mank wpak rotes dnging tetwesn B% 10 79% 2020 6% 1o 7%, parannum

16.2  Bank belances nclude belances n s8wing eccount of Khushhall Bicrofinance Bank Limited of Fs. 41,781
AR Ay, 39,373 enc bolarces in eurmant soeturs of U icofnenca Bank Limidae of fs, 56 680 [0020: Rs.

Aad, Q0

16 DEFERAED GRANTS
Cefered apils gram!
Frratad to [Digilal Senaces Flatlosrm [DSF)
Crafgred ncome - Goyernment Gran|
Legs: Cufrent gorbon ahown wroar curmant ekt
161 Daferred Capdial grant

Balince oy ol Jenuary 0%

Grarts for thie year refating to:
Prapesty and agiomant

Ianslers (o tha incaome and axpendilure SCEIBMBAT
Armartization for the yeor
Proparty and agupmant desosed oll duning tha yest

16.1
131
12.2

22

2021 2030
massmanfinlk Hup:un"mm

2,045 059 4,664,801
THE, TH, LB
229,203 1,037,604

2,275,301 167,481,087

(B4, 873] (150,215,706

1,330,628 Z.E75,301
3,664,801 E79.814
2,299,500

(1,618,702) [1.281,773}
- 132, V6|

{1,818, 702| {1,574.5049)

4,046,083 2884 B0

o



Pakistan Microfinance Network
Motes to the consolidated financial statements
For the year ended 371 December 2021

17

171

1.2

18

18.1

2001 2020
Mote mmenen Pak Ruppeg—-=ssss=
LOMG TERM LOAM
Secured
Eatance at the beginring o the yaar 21,050, 520 -
Additions during The e 1Fa - 20,639,207
Accrued mrack up 1,200,792 451 483
RBepayment made durirg 1he pear (11,516.433) -
Balanca &t tha end of the year 10,535,049 21,030,680
Less: current poriion shown weckis cument ity [10,303,803) 110,918,276}

531,146 10,175,815

Trus represanis subsidiznd rabe lerm oan @eeived from SARMEA, Hank Limited {the Bank]l undar
Fefinee Scheme for payment of Wages and Sataries 1o the Workers snd Employass of Busingss
Cenceing {the Seheme| niroduced by Stata Bank of Pakistan. According 1o conditions of tha Scharme, tha
Group afer availing this loan will rot ey off their employess at leest during three rmonths om the date of
first disbursemeant (28 Saptember 2020) axcapt in case of any disciplinary action. The faclity = securad
egainst placament of Term Doposil Receipls srvounting 10 Rs. 22 millien waih the Bank Tenure of the
lpan is 2.5 yaars and it is repayable 1 eghl quamerly instaliments which heve started from January 2021,
Fanlity carmas rmark-up at the rmete of 3% par annum

Balow is detail ol loan proceeds recsved and emount recognized as deterrad gramt for the impact of
Baloww market interest rels on the loan.

2021 2080
B | 1 (1] =2 3 e
Lenent procesds reosived - 21,962,426
Presen) walee o future cash fiows
discouniad 8t rarkat intareat rama - (20,838, 207
Amount recognized as deferred income - 1,323,219

Deferred income - Government Grast

HBalance a1 the baginning of [he year 1,037 B0B a
Grant racognizad on kan at beloe markel injeresl rats - 1,323,218
Grant amprbeed during the yom (208,606} [285,411]
T 220202 1,037,808

LEASE LIABILITY

Halance as at 0F Jamwary 11,692 54 -
Laazas recogrizad during e wear = 11.B38 482
Fimancs ceat on leasa habilites 1.688 367 1. 701,17
Paymenis mads dunng the yax {6, 736,973} (1,687,395
7.643 648 11,8492 254
Less: current porbion shawn undar current lability 13,235,843} 4,048, 6371
4,407 806 7643, 647

This reprasenis lease lisbifty bor the Group's office premisas. Leesa term ol thase prameses has
determinad to be flve years based on considerstion of the tarms of the agreement and ather 1EH.“-EI:Iri
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Motes to the consolidated financial statements
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8.2

13

189.1

201

21

Contractual maturity of remaining bease commitments

Withes one vaar
Hotween £ and £ yaars
Totl wethscounied RS Commismeanis

DEFERRED GRANTS

Aefared 1o Digital Seivices Pletlom (DEP)
Current porlion of delered grants

Balance as a1 January 01
Aelditions made durning The year
Transfars 1o the incoma and cxpandiune statemant

AGCCAUED AND OTHER LIABILITIES

Aoaruod sHpensos

foocounis payebie

Withhald incoane nax payable

Withhaid =ales tax payable

Fayable o employees’ volunigry pension scheme
Fayahle relafod to Digited Saracos Plaronm
Diher kabilitas

Thig incedies Dalangos payabie o
fallaing Bssociated company

The Firsl hMgroFinancegank Limited
CONTINGENCIES AND COMMITMENTS

Contingencies

2021 2020

Maote ~ — seeseseeea- Pak Aupaes-—-—--—
4,454,551 5,736,913
4,500,050 9,354,841
9,354,641 15,041,614
18.1 - 16E, TEB, 448
16 44,673 2,427 308
844,673 159,215,796

156,788,468 .
3 E8,090.085 166, 786,488
(225,878,583| <

= 156, TEB, 488
1,340,642 1,175,895
17,196,863 B,EE0, 50
354,365 2,284,367

1,488,117 -
282,008 49, 00E
- 44,456, 109
201 281,240 1,132,738
20,954,225 BE.019.417

250,000 .

Tine Group dees oot have any contingancias a5 a1 31 Decaminer 2027 (2020: Mil}

Commitments

Thax Gieoun bas cormmitments 10 different vendors for provision of infrasiructure for setting wo Bigital
Sarwcas Platforms IDSP) amscunting 1o Be. Ml (2020: Bs. 71,790, 152] payabda wathén 1 ye

MLt



Pakistan Microfinance Netwaork

Motes to the consolidated financial statements
Far the year ended 31 December 2021

22 GRANT INCORME

Slata Bank ol Pakistan (SEP|
- WFIS Technical Assistance far Sub-pommitieas
Karandasz Pakistan
- Bigitel Services Platharm

Armartizgion of delerred grant
Arnartizetcn of daferred capital grant

£3 MEMEERS' CONTRIBUTIONS

WMernbership les

£3.7 kambership feas rave bean further dsaggeodgatod as frorm:

hkcrafinanca Banks
feanBanking Mesrofinance Inguitubong

&4 INSTITUTIONAL CONTRIBLUTIONS

Heboby Bank Limited {HAL)
Mancnal Bank of Pesastan (MR
Sank of Punjs (BOP)

Aank Alfelah Lirmited {BALI

2021 2020
Maote —----Pak Rupeas------—-
] 3,353,670 5,190,661
] 10.250,718  BE.030.E89
13,604, 384 53,221,460
15:1 225 878,583 -
18.1 1,618,702 1.514 508
241,101,673 24, 735, 655
231 18,760,000 2,625,000
@, 100, G 3,060,000
12,660, 0 5,575,000
18,760,000 B.625.000
10,000,000
8,000,000
5,000,000
3,000,000
241 I6, 000,000

24.1 This contribution was made by commercial banks undad the siretegn and institutional partnerhp
arrpngesent vaih the Group 1o identify and explore avanuas for the purpose of promoting Financial
nelusion In Pakistan. The contribution was given far tha annual event of the Group titlad "Annual

Microdinance Confarance (AMC held o Ooteber 2021

25 INCOME FROM TRAIMINGS

Training Income - grass
Less Trade discount
Loss: Salas Taw
Tralnlnlq Incorms - Mgl

25.1 Trawang msome ks been Turthér #5ﬁqgfegamd
Into the following coagones

Microfinance Sanks
Men-Ranking Microhnanos asiimuaica
Mo membar ﬂl-"-\;lal'lliﬁtl'_'ll‘EE

Mota

FLR

2021 2020
----- --Pak Rupeas-—-——

- 3,336,205
- (371,248
2 (475.234)

. 2 480,726

= 190,992
. 1,643,739
- 44,894

: %mdjﬁ'ﬁﬁl{“
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26

27

Az

2021 2020
INCOBE FROM RESEARCH sansannensPik Rp@eE-------—
PROJECTS / CONSULTAMNCY
World Bank - £.837, 700
Foreign, Commanwealith and Development Office (PR 7AGT 884 1,755, 78D
Microfinence Opeoartunitias IMFO| 4,143,360

11,631,244 7.583.480

INCOME FROM SPONSORSHIPS

This raprasents tha incorma recenved a3 sponsorships from vanows donors, organizations and mMemiers on
acooun of warious eonferonces on miceofinance innovation ard growth conducted by the Group.

Sponsarshen income has been desggregated inbo tha following categorias.

021 7020
MNota mmemnns Pak Rupaas

Sponsorship Income - gross 14,507, 00 12.820,5M
Less Sales Tax 12,000,966 11,069,800
Suonsorsheg Incama - el 21 12,506,034 11,760,791
Sponsarghin ineame has been heher disaggregeted
into e following calegaies

thcralinance Banks 2,250,000 2,260,000

Mon-Sanking Microfinance Institutian 4,256,034 1. 650,000

Man mearbgr organisations 5,000,000 7.850, 7

12,506,034 11,760,791

FACILITATION FEE INCOME
This regresants incormee earnad by tha Group wndss ihe Cooperabion end Invesimen agreament enterad
inla with & private credit bureau, Saquitas Information Services Lenited (AI5L), an associeted Campany.

A5 por the terms ol the Cooperabon and imvesiment agreement, the Group eams facillation fee as shara
af inguiry lae dgains! cradil bures inguires made by rresondsers of the Group from AISL

AMNMNUAL SUPPORT CHARGES

Thim represania annudl support & meintenance charges of Loan Managemant Systam

2021 2020

OTHER INCOME soreeereesPEK RLpBEG---m-----

Income from non-financial assets

Lighilitios warrtien oiff during e wear - 2550 811

Socisd audit 500,000 .

Othars a7, 924 1,522,541
1,497,824 1,179,352 w?

pin



Pakistan Microfinance Network
MNotes to the consolidated financial statements
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Nota

R GOVERNANCE AND MANAGEMENT

Sileeies and benelits

Evanis ! conferences ! meetings
Mocomodation

Rant and utilitias

Depreciation and amortizatmon
Lega! and prodessonal

Licensa, {eas and subscriptions
Branding

Triawel

Auditors' remunerataon 211
Offica sunnlies

Desigming and printing

Ofica maintenance

Insurpnca

Enlsrainmant

Other expanses

Bank chirges

Coneuftant tee

1.7 Auditors’ remureration inchude the follmeang:

Al fee
Diher non audit services
Clut of poeke] ppenss

a2 PROGRAMME COSTS

Salaries and benalits
Corgultant oost

Ewesila f conterences / mestings
Tiraneal

Tustsan and accommuodaton fag
Aocornrnadation

Fer dism and other ellowencee
At end uiilities

Cresigreng ard printng
Inbernialiansl mrwmbieships
Entertginnmen

Cinhar expenaog

2021 2020
———Pak Rupess-------- -
21,795,472 11,212 558
2,551,225 a72,062
1,935 k0E .
1,066,883 BES,17
7,582,363 B.02d 560
4,309,564 1,275,660
403,047 -
245,000 -
1,057,832 1,068,570
1,738,500 1,688,600
1,250,803 503,243
475,680 144,444
571.277 1,280,932
998,020 206,634
625,043 384,061
2083174 4,036,102
166,045 57,879
4.211.134 -
53,020,667 28,234, 840
1,700,000 1,000,000
- B5C.000
38,500 28,500
1,738,500 1,684,500
27,980,623 36,774,804
20,971,906 7,741,662
G52 G20 7,408,404
1,810,280 2,189,078
- 273,185
v.4856. 812 2,474,740
1,514 055 1,285,000
25,200 1,778,333
BB, 000 BHA, 310
AR B, 01
581,259 ava.an
B43.815 1,863,531
62.265,011

ﬁa,mﬁ,wﬁ
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2021 2020
33 COST OF SERVICES ———Pak Ruppggesaaaa=
rall Cosd 13,938,224
Deprecaancn 10,127,774
Amartiration 78711376
Traval and pardiam 1,585,811
ineurance 31,338
33.555,627
34 FINARMCE INCONE
Incame fram fineneial assats
Profit on sevings scoounts 1412,376 672848
Interest income on ioans (o employees 18,581 23315
Infasest imcoma on mvestments 2.0581,736 2,507,720
3,522,653 3,203 887
35 FINAMNCE COSTS
htark-upon
Long-lgrm loans 452,186 168,072
lpase habilivy 1,688,367 1,841,117
2,140,553 1,807,188

36 REMUNERATION OF CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

Thi aggredgaia amounts charged in the finencied statements for remoneraticn, including benefits, to the
Chief Exscutive Oificer and axecutrvas grg as Tollows

Chief Executive Cficer Executives
2021 2020 2021 2020
Mote ssauaaane Pyl HHDB-'BE ------------------- Pak Hupgﬂ:ﬁ—
Manpgersal rerrwneration 38,1 12,676 917 10,893,060 20,520,175 18,777 E0E
Bonus for the year 2378927 3977760 1,320,526 1465410
Pansion furd schame . 736373 A56.6E3
Contribution far gratuiby 1,835,792 . 1,466 848 -
Rammibursarments 120,743 107,347 484 127 814,215
Dt bonghis 3.7 24,415 1,294,519 345,018 575,230
17,144,214 18,472 877 24 BRI DET 21,790,134
Humber of gersonis) i i Fi 5

36.1 Mo emunersEiion was paid to the Group's diractors in the oorren| and pravigus yoal

36.2  This represents paymeni for leave encashmant, health insurence and contributicn to Employees O
Age Banetiis Institution, This also includes wahicla allowanca of Chigl Executive Officer Lﬁ“

win
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ir

T |

ar.z

RELATED PARTY TRANSACTIONS AND BALANCES

The refated parties of the Group comprise of key managemant personnel and #ntities wnder comman
diractorship of ihe Group

Balnoes with related partes heva been disclosad in the ralavan) rotes and ransactions with related
parmses ang as lollaws

2021 2020

Transactions during the year:  eeeeeee --Fak Rupggs=-- s
Transactions with assoclated companiss

Facilitation log income 19,374 877 .

Somal-audil e noome 500,000 .

Inberes neome eaened on TDHS 2,091,736 1,456,191
Others;

Ramumaration 1o key management parsanngl 22,671,302 20,713 692

Payments made on tehalf of tha Group by

kay managamant porsornel - B.OO02 242

Following are the assocated companies and related parties wath whom the Group kad entered inta
transactions during the year

Mumber of Aggregate

Basis of percamtage
Szzociated Companies Relationship sh;r:.:}l:::d in ahareholding
p in the Group
U Micrafinance Bank Limiged Flnmmur! A i,
:I:Elal:lurshu:l
. fti ommaon
Telenor Microhlinance Bank Limited Hirsciprehis A A
Commaoan
1 i i 7 i A,
First Microfinance Bank Limitad diractorship I, h)
Khushhsi Micrafinance Bank Limitedg !'_‘.ummnn b, A,
IﬂEEII:mJ'EhIl:I
) . fuini QMman
Wpohiling Microfinance Bank Limited dlirstarahs TS LA,
Camman
Hational Rural Suppart Pregramma direciorship b KR,
Cormmon
!
SAFCO Suppor] Foundanon dE::‘.l:lrsl'un hifs, Pl
Mnnon
8
Kashf Foundaiion diézmursh-n bl ]
IO
Ruml Commisnity Davelopment Programes diceciarstap i, B,
3 ” Camman
Akhuwat lslamic Mizrofinenca Company et b Al
¥ Commien
AGEAHE Pakistan el hiEA, P
Meguetas Information Servicas Limded bl L) N hﬂ

dwaciorsng ‘J“ ln
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Mumbar of Aggregate

Puiatol e Hulﬂ;cﬂ‘r::ilp Ehicty:hed-1a nﬁ:mﬁ:ﬁ;

the Group in the Group
Syed Mahsin Ahrred e A g
Al Bazharet miﬂéﬁ?nm [0, A
Muharnmpd Wisans Khon Chi:;:::::?ml [ i

) FINAMNCIAL INSTAUMENTS - FAIR VALUES AND RISK MANAGEMENT

Fair vadue 15 the amaount that would be recened on sale of an asset o paid on rrensler of a Rebllity Inan
ordorly ronsaction between markel parteipants at the measuremant date. Consequently, diffaranoes
can arige betwesn camying values and fair value estimates. Underlying the dedinition of fae value is the
presumpton that tha entityis a going concern sithout any intantion or reguiremest o certsil materisly
the scale of its oparatans ar 10 undemake 8 ransaction on adverse 18ms

Tl T walus o lisancal assets and lishilities fraded in active markats e listed squity shares arg
biased on the quoled markel prices at the close of trading on the period end date. The quoied markat
prices used for linancal assets held by tho institute & current bid price. & leancil irstiument s
regardad as guoted in an active market i quoisd prices arg roedily and regulady avadable frem an
prchanga, daglar, broker, industry group, priging service, o requiatory agency, and those prices
regrresent pohsal and regulsly oocurning medkat ransaclions on 6n arm's langth basis.

IFFAS 13 'Foer Value Measurements” segueres the Group 1o lasgaly tair value messurements using a faif
vithoe2 mierarchy thet reflecis the signifcance of the inputs used in making the maasurgmeanis, The ki
witbu higrarchy bes the lollowing levals

- Chuoited prices lunadjusted m aoiive matkais for wentical assets of ligbilities leval 1)

- Inputs ather than guoted pnoes meluded within leval 1 that e observable for the assel or livhiily,
aither dirgctly |that is, as prices) ot indirectly (that is, derved Trom prices) lewal 21

- Inputs for the assat or liahility that are not besed on observable market data (ihat s, unobsarvaibie 1“
inputsl Bevel 3) kﬂﬂh
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307 Fair valee of finencad sseots and llabiiities

Tre ._.nu.n.r_._ﬁuw falbfa shovwes Bhe camying smaums e tair vees ol Lnascs ssaos ao Desncal el s, iftludetg Chat dwi's = The [iY wike homgly i does maf ingl e L weiud
inferration ler limncaal apets and finercial ipleies nol messumd ol fair velue d the comying anount ‘s & seasonabic apvokmaban of Jer value.

Carryimg Amadani Fair Walme
Mmool mRL nﬂﬂ.ﬂﬁn._ Total Lavel | Lewdi2  Loveld Total
fe il | Netg = sresnsososisssis Falk ﬂt_ul-h ........................
Finamcial ganein meosered af Foir Value
Coposas 17 -bdu\rﬁun 1.577.004 3 1.877.004 1,577 004
Flnancisl sssets not messered at Falr Value
Lo e lnked i 408,48 408,548 -
(Srars 1acomabin 1 . -
Conmitancy bees racneatie ] 2,100,832 2,100,832
Traineg And olhar scsabas 13 29,977,748 28,877,768
Short temm rvestments 18 22,003,001 a3 003,001
Bank Ealanins 18 4,302,962 4,302,962 a
BH,793,111 58,793,111
Finaneisl lahilitias ned maasured 38 Fair Valos
Arcvund and of e bahdeas nEIBT . 18,100,754 19,104,754
keeg Y lgan L] 10,936,048 . 40,835,049 X
Leasa Labsiiy k] 7.543,648 - .843, 640
.-H"._EH. 19,700,754 37,575,451 -
o
Francisl atsdals s of Fas Wil
[ioposds 12 1,271,004 1271004 1271004 LT 00
Finaneis aesnta nol rmessmed 51 Far Vel
Long term kans & 784,934 - 24034
Grinit rocevabis 1 | 48,470 207 - a4 473,207
Conseliancy 1085 moesakin G A.TELAE0 - B.3B0 Ded
Traweng and aihar receaties i 14,314,511 - 18,314,513
Sl GRITT iMAsEMBNR 6 32.003.000 - 42.003.000
Bervt hamnoes 1] 32,734,370 : 97,734 370
95,1000 . T3E00086
Financial kabaitios mos measured at Fair Yaluo
Azl gl citer abidias 20802 L 53k Den 53778 080 .
Long term kan 1B 21,090,680 - 21080600 .
Luass imkdng a8 11,683,264 11,602,258 -
32,782,944 i B4 = RE. 507 0DE -
e

d&F This doas nol includos withhokding Poenmme s pargaliie and wishbodding Sas 9% pavelido
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39 FINAMCIAL RISK MAMAGEMEMNT

Tha Group hes exposurs 1o the fotiowing rske Trom it use of fingncial instrumenis:

- Credil rsk;
- Lequidity risk; and
- Warkat nok.

This note prasents informsion pbogt the Qiow's exposure 1o each of the above risks, the Group's
objecines, paliceas and progessas for messuring and menaging nsk, and the Group's managamant of cagpdal,
Furthar quantitathe disclosgres are included throughout thesa financial statements.

381 Risk mansgement framework

The Board of Directors has ovarall responsibility for tha astablishmenst and osergight of the Growg's nsk
rmanagement framewors, The Bosd i responsédle for deseloping and momiforng the Group's nsk
management poboies throagh nsk cammitiae of the Board:

F8.1.1  Credit risk

Credil rsk 15 the risk ol linancal loes o the Groupit B custamer or counierperty 1o & finencial instrument fails
o meat 15 contreciue cbligations. and arises princpally from the Group's all receivables. imaestments
imxcluding equity inwestmenits| and bank balances

The carying anounts of financial assets mprasent the maximum cradt eaposurs. “Impairment oss -on
financial assats' recognized in mcome and expanditure account amewnts 19 As, 0.32 millien (2020: Rs, 248
raudgn| e relilas 10 consullancy. and waimng and athar recaivables

The makimum expasure o credit nsk at the raporhing date was:

2021 2020

hiote e PEK RUPREE---ameanan
Leng tarm kans & 408548 284,534
Grant recoivabla g " 44,473,207
Consultancy tees recasebia 10 2,100,832 G, 80,9410
SrT 18T INAREMEn TS 13 28 877, ToE 159,314,613
Tririning and ciher racenvabies 16 22,003,001 32,003,000
Bank balaoes 16 4, 302,962 32 234 370
58,783,111 135,060,964

i Consultancy, Grant, Trainlng and other receivables

The Group's exposure to oradit risk is influenced mainky by the individuad charactenstios o each custamer,
Hewammr, manEEEment alee congidorg tha factorg thal rmay inllsense thie credit rsk of 18 eusicemar base,
Geographicaly there s no concestration of credit nsk.

Group's rocessainips manky anse from its mesmbers and donoes. Maemum of the Groog's membsaes have
mean ransasting with the Grows for many yaers snd rons of these memibers’ befances heve besn writlan
aff or are cradit-impaired &t the reporting date. The Group stiempts o contral tha cradit risk by manitonng
credit axposires, lmiting frensactions with specic. pariees doed continues) assesamant of credit worthiness
of thizse paries A part of these processes the financial wahility of all coenterpartias is regularhy mniturndﬁ‘-

and assessed \Jﬂ"&_
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The mesimum exposure to cracht nsk lor finencial egsats at the reparting data by type of countar parky was:

2021 2020
——-----Pak Rup&as----------
Asgcoated companias 4,145,729 2,200,850
Banks - Assoc@ied CoMCanies 438,361 1,349,378
Banks - othas than dssocated Companias 3,557 350 41,254,983
Oihars 46,261,671 100, 186,748
E8, 793,111 135,080,964
The agusg of recevables tiom assooaied compenes and provdsian there against at the reporling date was a3
{ollowes
Gross Impairment Grogs impawrrent
2021 21 2020 020
FUSPESPPPFPFERRNS T Humuuuuu-—-n-n
Kot vet due 5,922,062 - 1,758 958 -
Past due 180-365 days 1,552,816 1,096,508 BAGLHGR 14 484
Oher 365 days B70,852 670,852 . -
8,145,729 1,767,450 2,300 850 143,484

Expacted credit loss assessment as at 31 Decambar 2021

Tha Group alocates esch exposura te a credit rsk based on datd thai s determened (o be predictva of the
foss including but not imited to extermal ratings, audived lingncie atelements, manegement acoounts, cash
flow proection and pwailabie press eformation sbout cusiornars| and apolying experienced crodil paigment,
Credit nsk are detned using qualitative end guantiative factors that see indicative of (he risk of default and
grer aligned 1o external credit ratng defindmen from agencees (Rating agensies Pesistan Cradit Rating Agency
FACRAL and JOR - VIS,

Exposwrs withan sach cradit resk ase sacmented by type o rocehableg ke conaulteney, grant and others and
an ECL rate is caleufatad lod aach segment based on delnguenty status end ectusf cradit loss expenenca
ower the post 4 yoars, Thise otes ae moltipled by sceler facioss to reflact the difference beteween
eroacenie canditions during the pariod aver which the historicel data s been collocted, curren] conditiong
and the Group's viaw ol economds conditions over the expaected lives of the fecesalien

Scalar factors are basad on GOP forecast, unemployment rate s exthangs rete whach are as fallows

Yoars GOP Forecast  Unemplayment Exchange rate
Rata

2021 3.90 172 1160

2020 4,40 450 155,80

2019 310 6.30 150.00

2018 583 .00 121.82

2017 5.55 580 105 46

The Group uses an allowance matnxg o messure the ECLs of recewvables, which comprises @ very lamge
erurmiber of armall balancas

Loss retes are caloulsted using roll rate” method tagedd on the probabiling of a recelvabla progressie throwgh
successiva stages of definquency 10 calcuiate the wesgvied sversge loss min. Roll mies we caliulated
sppafately lor oxpeaure inodferent segments based on lollowing cormmon charcrenstics - -;IBDEIHPHIG@*
regenn end age of customar relnticnsho
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Thiy following taole piecades inlormation about the exposure to credil rsk ang ECL for Traineng and other
recenabies ag 8t 31 December 2821 and 31 Decomber 2023, excluding recaiable from South Asia Migrg.
anirapransurs Mapwork,

Weighted Grosa carrying Loss Credit
AvEraga BTSN allowanaos impalred
21 Degember 2021 55 rate
% e Pak Rupaas—-—--

Currand O.00% 8,013,775 128 [
30-60 dlays masi dug 0.04% 1,700,000 647 P
81150 chows post doe 0.0% . - Mo
187 dayy and above 26.3% 16,027,841 3,846,518 Mo

24,741,616 3,847,333
31 Degember 2020
Current 0.0% 7.775.366 113 Mo
(1-30 days past due 0.0% 250,000 37 Pt
J0-60 days past dus C.0% 8,000 24 )
#1-150 days past dua 0:3% 20,000 i P
141 days ond olbova A0H B,153.314 4063979 ko

i, 254,380 4,064,218

The followeng tebie prowdes niormation about the exposure to credit nsk and ECL for consultoncy les
recaivables as at 31 Decomber 2027 and 31 December 2020,

Weighted Grogs carrying Lesza Cradit
average BEFIOLL allowanca irm paired
31 Decamber 2021 Noaa vt
] emememeee Pak Rupages---se==

Gl 0% 422 500 3 Ma
0-160 doys past dug 0.0%: . - Bl
157 daye and aboe BE 2% 4,018,155 2,340,823 ko

4,441,856 2340823
31 Decembar 2020
Cufrant 0% 4, TEB. 340 - ot
(150 days past dug 0.0% - = Ko
151 days and above 4B9% 3,900,405 1,007,845 kin

B,G88, 735 1,807 845

A pel pxpected sredil (05 a3sessment No provision is reguired 1o be recognized ageinst grant racevablos

Grants Receivable

The grants rocerod during the year fram Stata Bonk of Pakistan and Karondaa: ware the under Fmnancial
Inchizgion Program FIFY, The Group considess thid the grong sécehable hes low cradi rsk Dased on the
assumpiion that the contractusl srrangaments for funcing sre with governmant ernimes.

Long Term Loans

Lorg term loana given o permanant emplovess of the Group ere securad aganst the post-rebirement
benafits swuch 85 gratuity fund and provident Tund. Accordingly. the Group considers kong 1eom loans 1o ha wﬁ

thaz Iowe credit risk ﬂ_,

70
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Imvestments

The Group held imestments of As, 22.03 milion &5 a1 31 Decambsr 2027 {2020: Rs. 32 millionl. Thesa
invealmants are hald with the banks which are rated A1 10 A7+ based on JCR - V15 ratings.

Irngairmant aa imastments has been messured on 12 month expected ks besis and reflect the short
rrgtueies af the eepasuras, Tha Group considers thit its investiments have low credit rsk based on axtamnal
credit rating of the couniarparios

Gash ot Bank

Tha Group held cash sl bank of As 4,302,962 as @1 37 December 20271 2020 Rs 32734363, These
batances are hebd with 1he banks which are rated &1+ to S50 based on PACRA and JCR - VIS ratings,

Irgairmant on cash at bank has been messured an 12 month especiad oss basis and redlact the short
matuwities ol the axposures, The Group considers that its cash at bank have low credit nsk besed on axtemnal
cred | raling of e countarpestied.

39.1.2 Liguidity Risk
Liguidity rigk is tho risk thal the Group wil not be able 1o meat its finoncal obligalions a8 they feil duee.
Prgdienl Bgudity fisk management implies mairtaining suffeient cash and markeiable securities, the
avaiability of Tunding to an adeguate amount of committed credit loclities and the ability 1o dose out markot
postons due 1o dynamic nature of the busesess, The Group's approach to menaging higquidity is §0 ensurs, a8
far os possitle, that it wll ahways keve sufficient lguickty to meat its liabilities wien dee, under bath narmal
anel stressed condians, without incuring unacceptable losses or risking damage [0 the Group’s raputabon,
Tha rraturity prodite-of the Group's financial Fabilitios based on the conraciuel amount is &5 folows:
31 December 2021
>0  Carrying Controctual Up to one Twa to threa  Four to five
amoumnt cash flowes. yEar YEETE years
ACcrued oxponses 1.340,642 {1,340, 642 ) (1,340, 63] =
ACCOunis payebie 17,196 863 [17,196,8B63) (17,196,663 -
Paystle 1o amployaas’
woluntary pansion schemes 2E2,008 (B2 BEE) |282.008]
Other labslities 281,240 {281,.240) (81,240
Lang term ke 10,835 049 (10,835,045}  (10.835,043) =
Lemse abilty 7,643,648 (9,354, 641) M.-l!ﬂ..E!‘IJ‘ (3,800.050)
37,5749 450 (38 790 443) [34,390.393] [4.8900,0580)
20240
Boorgad axpansgy 1,176,895 11,176, 695) 11, %75,685] -
Aocounts peyebie 6,880,501 &, 880,507) 6. BEC B0
Payaile 10 amployags’
voluniary pension scheme AD.00E LA 0, ChE) 144}, DOE|
Payabis ralatad to
ﬂlglml Sarvices Patlorm 44 49F 108 M ADE 108) (4 496,108
Cirmer Lekdlities 1.132 738 [1,732,738) 11,132,735l .
Long term laen 21,080,690 127,963 428 (10,9E1, 2731 08,013 -
Lasss liability 11.832.754 115,091 614 i, FI6TI 04,454,591 14,800,050
B8, 507, 984 [0,770.080) 170,493,238 (15435, 804]  {4.B00,050

LN
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38.1.3 Markel rish

a)

b}

el

40

Market nisk is the rigk that changes in macket prices, such a5 foreion exchange rates, interest ratés and
aguity precas will allact (he Group's ncome o the valug of s holdings of fimancal instremants, The
objectve of rrarked sk manegement is 10 manege and control merket risk axposures within acoeptalis
piaramatars, while aptirnizing the ratum on nsk,

Currency risk

The Pak Rupese 5 the funcbional currancy of the Group and as a- resull gurrency exposures ense lrom
transsctions and belances in currencies ather than the Pk Ruepes, The Group is exposed to currency fsk
from canswultancy e rgcenable as tollmess:
2021 2020
Rupeas UsD Rupees ush
Consullancy lea roceialie 4,420,000 25,000 2897 500 25,000

The lobowing signilicanl eachange rales were applied during the year:
Statement of Finanelal Position

Average rales i s
2021 2030 2021 2020
US Dallara 168.35 157 63 176,80 155.90

Sensitivity f&nplysis

A 1% strenatheming of the lunctonl currency againat USD as at 31 December 2021 would bave decraasead
sufplus by As. 44 200 (2000; As. 320876, A 1% weakaning of the functioral currency agarst G0 a3 a0 31
December 2021 would heve had the equal but opposite affect of these amounts, The arabysis asgumes that
all other vanables remein conatani

Interost rate risk

The inferest rata sk is tha risk that the walug of financil instrument wall fluctieste due 1o changes in the
rrarked intorest rtas. At the reporling date, the Group®s interes) bearing financal instruments comperiss of
cosh 8l s in savings accounts, loens and sdvencas ard shart ferm investmanis carrping fised intorest

The Group cdoes rat account Tor eny Txed mie financial asseis and liabilities ot fais walua thiouah grofit or
loss. Therefore & change ininterest ratas 31 the reporting date would not alfect profit of loss.

Other market price rish

Prca nsk is the nsk that the Lar walue ar futiere cesh Tews ol a linancal instrumsnt will fluciuats because ol
changaes & omarket prices (other than those arming Trom interast rate rsk ar currency riskl, wissthar (hose
changes are causad by factors spedific to the indridual financial instrumant or 18 isues, of faciors aflecting
all similar financia instruments traded in he meskel

Af the wear and the Group s nod onposed 10 price ngk snde hefe gne no linancal nstruments whose fair
walug o futwte cash lows will lestuale because of changes in markst prices.

CAPITAL RISK MANAGEMENT

The Group's omectives when rranassg camtal 15 o sifeguand 1he Group’s abdity to cantines as a going
conoorn so that it cen achieve itd primary objectives, provide banaefits for other stekeholders and to maintan
& strang capita! base o suppoet the sustained developrmant of its busingsses in ling with the chjects of the
Group

A

@
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39 MUMBER OF EMPLOYEES 2021 2020
(Number) [Mumber|
Mumbar of emnplovess of the Groug at the
Sy " 14 1
epartng date 18 5
: 1
Average number of employees durrg the year 17 16

40 CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise of bank balances amounting to As. 4.3 millvon 2020; As. 32.23
miltiarnl for the purpose of the consolidated statemant of cash llows,

41 GEMNERAL

Thix armoums prosented oy these consolidated financial sta@ments have beaen rounded-off to the
reargst Pak Aupes, unless otherwisa stated,

4.2 DATE OF AUTHORIZATION

These consolcated financal statermants were approved by the Boaard of Direcioes of the Group in

thair meeting hekd an ﬁﬂ ’ ! .ﬁlﬁ,

CHIEF EXECUTIVE OFFICER DIRECTOR
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