

















37.2.2  Concentration of credit risk

As at 31 December, the concentration of the financial assets in terms of the economic sectors was as follows:

2022 2021

---(Rupees in '000)---

Distributors and retailers 455,797 497,272
Financial institutions 13,918,877 13,083975
Employees 232,859 225,054
Individuals 12,039,575 10,729,757
Corporates 1,015,796 515,595
Others 731,386 3,315,727

28,394,290 28,367,379

37.2.3  Bank balances

The analysis below summarises the credit quality of the Bank's balances below:

2022 -
Long term Short term (Rupees in '000)

Bank

Allied Bank Limited AAA Al+ 479,664
Bank Alfalah Limited AA+ At+ 8,734
Bank Of Punjab AA+ A+ 1,042
Citi Bank Aa3 P1 13,064
FINCA Microfinance Bank Limited A A 27
Habib Bank Limited AAA Al+ 548,466
JS Bank Limited AA- At+ 178,571
MCB Bank Limited AAA Al+ 277433
National Bank of Pakistan AAA A+ 2,175
Samba Bank Limited AA A =
Soneri Bank Limited AA- A+ 3,339
Standard Chartered Bank Limited AAA A+ 300,787
The First Micro Finance Bank Limited A+ Al 2,039,400
United Bank Limited AAA A+ 1,648,934

The above ratings are assigned by PACRA, JCR-VIS and Standard and Poor's and are based on the latest available ratings.

37.3 Liquidity risk

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

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

374 Fair value of financial Instruments

Fair value is an amount for which an asset can be exchanged, or liability settled, between knowledgeable willing parties in arm's length
transaction. Consequently, differences may arise between the carrying values and the fair values estimates. The Bank measures fair values
using the following fair value hierarchy that reflects the significance of the inputs use in making the measurements:

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

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

Level 3: Fair value measurements using input for the asset or liability that are not based on observable market data
(i.e. unobservable inputs).
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On balance sheet
financial instruments

Level 1 Level 2

Financial assets measured at fair value
- Investments - market treasury bills 28,012921 = - - 28,012921 - 27971,506 = 27971,506

Financial assets not measured at fair value

- Cash and bank balances with SBP and NBP = 5,604,020 = - 5,604,020 - B B =

- Balances with other banks - 5,508,160 = z 5,508,160 - - - -

- Advances = = 11,290,600 = 11,290,600 = = = -

- Other asssts - - 3,195,621 - 3,195,621 = = = =
28,012921 11,112,180 114486,221 = 53,611,322 - 27971506 - 27971506

Financial liabilities not measured at fair value

- Deposits and other accounts = = - (46,597,944 (46,597.944) = = = S
- Other liabilities - - - (10889623)  (10,889,623) - - - -

= = = (57487,567) (57487,567) - - - -

On balance sheet
financial instruments

Available for  Cash and cash Loans and Other financial Level 1 Level 2 Level 3

equivalents receivables liabilities

Financial assets measured at fair value

- Investments - market treasury bills 17,748,724 - - 17,748,724 - 17,752,663 - 17,752,663

Financial assets not measured at fair value

- Cash and bank balances with SBP and NBP = 3,900,068 - - 3,900,068 = = = =

- Balances with other banks o 10,7174 - - 10,7174 - - - -

- Advances = = 10,769,884 - 10,769,884 - - - -

- Other assets - - 3,037.994 - 3,037,994 = = - -
17,748,724 14,617,509 13,807,878 - 46,174,111 - 17,752,663 - 17,752,663

Financial liabilities not measured at fair value

- Deposits and other accounts = = - (39.042927) (39,042,927) - - - =
- Other liabilities = = - (9476,029) (9476,029) - - - -
- (48,518956) (48,518.956) - - = =
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38. CAPITAL RISK MANAGEMENT

38.1 The objective of managing capital is to safeguard the Bank's ability to continue as a going concern, so that it could continue to
provide adequate returns and benefits to stakeholders by pricing products and services commensurately with the level of risk. It is the policy
of the Bank to maintain a strong capital base so as to maintain investor, creditor and market confidence and to sustain future development
of the business. The impact of the level of capital on shareholders’ return is also recognised and the Bank recognises the need to maintain a
balance between the higher returns that might be possible with greater gearing and the advantages and security afforded by a sound
capital position.

38.2 Goals of managing capital

The Bank’s objectives when managing its capital are:

= To comply with the capital requirements set by the SBP.

- To safeguard the Bank’s ability to continue as a going concern so that it can continue to provide returns for shareholders and
benefits for other stakeholders.

- To maintain a strong capital base to support the development of its business.

38.3 Statutory minimum capital requirement (MCR) and management of capital

As per amendments in Prudential Regulation (R-1) issued vide BPRD Circular No. 10 of 2015 dated 03 June 2015, the minimum capital
requirement (MCR) for Microfinance Banks operating at national level is Rs. 1 billion. In line with the SBP requirements, the Bank’s eligible

capital for MCR purposes includes paid up share capital net of losses and balance in share premium reserve.

As of 31 December 2022, the Bank’s eligible capital for MCR was as follows:

22 2021

---(Rupees in '000)---
Fully paid-up ordinary shares 5,709,017 5479488
Advance against future issue of right shares 3,357,060 -
Balance in share premium account 41,024,385 37,355,675
Accumulated losses (45,087,689) (37999,226)
Eligible capltal for MCR 5,002,773 4,835,937
Statutory reserve 802,481 802,481
Depositors protection fund 421,562 368912

Net assets (before revaluation surplus / deficit and deferred grants)

Furthermore, in line with requirements of abovementioned circular, the Bank is also required to maintain Capital Adequacy Ratio (CAR)
equivalent to at least 15% of its risk weighted assets.

The adequacy of the capital is tested with reference to the risk-weighted assets of the Bank as it enables the Bank to assess the long-term
soundness. As the Bank conducts business on a wide area network basis, it is critical that the Bank is able to continuously monitor the

exposure across the entire organization.

As at 31 December 2022, the Bank's Capital adequacy ratio (CAR) was 19.43% (31 December 2021: 18.26%) of its weighted exposure, as
against the minimum requirement of 15% prescribed by SBP.

39. MATERIAL OUTSOURCING ARRANGEMENTS

In compliance with BPRD Circular No. 06 of 2017 of SBP, the material outsourcing arrangements of the Bank are listed below:

Name of Service Provider Nature of Services

Esti d Cost of O cing

2022 2021
---(Rupees in '000)---

Idemia Pakistan Pvt Limited ATM Card Production 85,731 187937
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40. GENERAL
401 The comparative information have been re-arranged and reclassified for comparison purposes.

40.2 Captions, as prescribed by BSD Circular No. 11, dated 30 December 2003 issued by SBP, in respect of which there are no amounts,
have not been reproduced in these financial statements, except for the captions of the balance sheet and profit and loss account.

40.3 Figures have been rounded off to the nearest thousand rupees, unless otherwise specified.

41, DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue by the Board of Directors of the Bank in their meeting held on 17 March 2023.

President and Chairman Director Director
Chief Executive Officer
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pattern of
shareholding

The pattern of shareholding of the
Bank as at 31st December 2022 is as follows:

%age Holding %age Holding
(2021) (2022)

Alipay (Hong Kong) Holding Limited 1+5.00% 45.00%
Individuals

Ms. Uzma Munaf Khan Less than 0.001%  Less than 0.001%

Sponsors Total

Individuals (Local & Foreign)

Grand Total 100% 100%

|
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credits

Design & Concept
Telenor Microfinance Bank Limited
& Adjar Advertising LLP
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copyrights
Telenor Microfinance Bank Limited holds all copyright, patent, intellectual
and other rights in the information contained in this Annual Report of 2022.
Unless otherwise noted as in the case of Shutterstock/ImagesBazaarimagery
used, all other graphic images, photography and text contained in this
Annual Report 2022 are the exclusive property of Telenor Microfinance Bank
Limited and may not be copied or distributed, in whole or in part, without the
express written consent of Telenor Microfinance Bank Limited. A
download and print or copy material from this Annual Report 2022 for
his/her/its own private or domestic use only, provided he/she/it does not
change any copyrights, trademark or other proprietary notices and he/she/it
acknowledges Telenor Microfinance Bank Limited’s intellectual property
rights. All other copying is prohibited. All company and brand names of
Report 2022 are trademarks.

disclaimer

The information contained in this Annual Report 2022 is published in good
faith and Telenor Microfinance Bank Limited believes that the provided
information is accurate as at the date of publication but no representation
or warranty of accuracy, express or implied, is given of any kind and no
obligation or responsibility in respect of any errors or omissions which may
occur is accepted by Telenor Microfinance Bank Limited. Telenor
Microfinance Bank Limited shall have no liability of any loss or damage
arising out of the use of or reliance on the information provided including
without limitation, any loss of profit or any other damage, direct or
consequential. No information on this Annual Report 2022 constitutes

investment, tax, legal or any other advice.
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