Chairman’s review

I am pleased to present the annual financial statements of Pak-Libya Holding Company (Private) Limited
for the year ended 31 December 2022.

The year 2022 was a difficult year globally where most of the world economies faced various challenges
and conflicts resulting high commodities prices, energy costs, overall inflation and interest rates.

In Pakistan, overall economic environment remained subdued and started to give negative signals after
sudden change in interest rate scenario, uncontrolled inflation and negative behaviour of capital and
money markets; macro-level indicators of the economy and changing global landscape proved tough for
the business environment.

The management of the Company, carefully re-adjusted its position and aligned with the economic and
market situations in currently unprecedented increasing interest rates scenario. The year proved
challenging for the Company however, it managed to demonstrate its commitment and resilience while
accepting any challenge that came in its way.

The Company has been regularly revisiting its business processes in a continuously evolving regulatory
environment and adopting necessary changes in a cost effective manner to ensure compliance with
statutory requirements together with attainment of its objectives especially long-term sustainable growth.

In the uncertain times, the shareholders remained committed to support the Company and has injected
additional equity to resolve long outstanding matter of statutory capital requirements. It has, however,
been important for the Board to consider the position of the Company in the markets in which it operates
and to ensure that outcome of potential future challenges would be materialised in a manner in which the
Board wants them to be transpired.

Hence, the Board will keep its work and performance under regular review and will revisit the
governance principles to ensure best practices.

I firmly believe that the Company, management and staff will face all challenges with positivity to
achieve Company’s ultimate objective of creating long-term value for our clients, shareholders,
employees and other stakeholders.

I have no doubt that given the continuous dedication and team spirit of our employees as well as the
continuous support of our shareholders, Pak Libya shall prosper in the years ahead.
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Sd/-
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Directors’ Report

On behalf of the Board of Directors, we are pleased to present the Directors’ Report of Pak Libya
Holding Company (Private) Limited (“Pak-Libya”) along with annual audited financial statements
and the auditor’s report thereon for the year ended 31 December 2022.

Economic Overview

The economic momentum witnessed in the second half of year 2021 with increase in local demand in
large scale manufacturing, autos and POL products was short-lived and faced challenges like
continuous increase in oil & energy prices, supply chain issues, commodity supercycle prices as well
as continuously increasing inflation.

The stock market remained subdued and range bound, posting a negative 9.5% return for the year. It
fluctuated between a low of KSE-100 index 39,279 in December 2022 to a peak of 46,602, early in
the year, in April 2022. The market kept looking for triggers but failed to gain momentum on account
of multi-pronged factors such as interest rates rise, inflation, current account deficit and related
pressure on Rupee/Dollar parity.

Prolonged negotiations with IMF and delay in conclusion of an agreement with stiff prior actions,
including continuous increase in interest rates and commitment from other countries, also unnerved
the markets resulting in weakening of Pak Rupee against US Dollar and nervousness in the stock
market. In year 2022, the inflation kept creeping up and the CPI was clocked at 24.5% while interest
rates reached to an exceptional high level of 17% in December 2022 and has increased further by 500
bps during the first four month of the year 2023.

Political uncertainties, current account deficit and rising inflation resulting in possibility of further
abrupt rise in interest rates are the main challenges being faced by the economy in the current year.

Corporate Performance

The increase in policy rates toward the 4™ quarter of 2021 gave a disconcerting signal to money, stock
or foreign exchange markets. The US$ has seen its all-time high exchange price whilst the energy
prices are continuously rising. The Capital market remained subdued due to the attraction available in
the Money market investment as a result of extraordinary high interest rates and political
developments.

Resultantly, the quality of asset mix remained dominant with investments in debt securities due to
interest rate scenario together with gradual build-up of loan & advances portfolios.

During the year 2022, the gross mark-up income was PKR 8.104 billion compared to PKR 2.958
billion whilst loss before tax was PKR 218.46 million as compared to profit before tax of PKR 42.46
million in last year.

The margins of the Company also declined, compared to last year; net interest margin (NIM) was
significantly impacted due to certain investment in Government Securities portfolio at a fixed rate
which was less than its weighted average borrowing rate. To address the situation, the management
readjusted its overall Government Securities portfolio to mitigate the increase in interest rate together
with borrowing arrangements for stable funding resources at highly competitive rates. As a result, the
NIM has become positive after the yearend i.e. January 2023.
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The management of the Company, after critical evaluation of its options, the impact of KEL non-
yielding assets (power plant) on the operations and thorough negotiations, managed to finalise an out-
right sale deal duly approved by the Board and ratified by the shareholders. Consequently, the
management disposed-off these non-banking (non-yielding) assets (power plant) under an offer of
out-right sale and made a gain of PKR 198.14 million (net of impairment). The outright sale and
availability of free cash flows of PKR 1,000 million has a significant favourable impact on the
operations of the Company.

The asset base of the Company has increased by 206.96% reflecting growth in Debt Investment and
Credit portfolios compared to FY2021. On the assets side, management aims to double the total asset
in 5 years having focus on sustainable growth in Loans & Advances being the key driver of growth.

The liabilities have also increased by 244.06%, with noticeable continuous increase in deposits which
increased by 22.97% in line with strategy. The continued focus is to have stable funding resources
including individual deposit mobilisation activity. The objective is to reduce the reliance on repo
borrowing and have a leverage ratio ranging between six to ten times.

At year end, Company’s capital free of loss stood at PKR 5.762 billion; the management has a plan in
place to bridge the MCR shortfall through organic growth as approved by the Board.

Investment Banking, Syndication & Advisory (IBSA) and Corporate, Commercial & SME
(CC&SME)

Considering the core activity of the Company, significant efforts are being made to increase the credit
portfolio. The loan & advances portfolio (net of recoveries and provisions) has increased from PKR
6.312 billion last year to PKR 9.743 billion. Further, overall non-government debt securities portfolio
has also been maintained and stood at 2,211.83 million. During the year, both teams earned net
interest income of PKR 183.57 million.

The management exercised extra caution in selecting clients, for IBSA and CC&SME, through
stringent risk assessment and pressed hard on rigorous post disbursement monitoring considering the
challenging business environment.

Treasury & Fund Management (TFM)

TFM carefully selected instruments and managed to build a portfolio yielding positive spread; the
department continuously mitigating the impact of interest rate increase on certain investment in
Government Securities portfolio at a fixed rate which was less than its weighted average borrowing
rate.

However, considering huge volatility in interest rate curve together with increase in frequency of
MPC meeting and delayed IMF agreement, it has become a speculative matter showing negative
market sentiments and uncertain future outlook.

TFM, in addition to mobilising resources at competitive rates for business units continued to
supplement our core business income through secondary market investments and selected investments
in debt instruments.

Securities Portfolio Management (SPM)

Economic and political uncertainty, at domestic and international levels, showing no signs of stable
capital market; low trading volumes and current weighted average cost of equity securities portfolio
had already impacted the profitability due to impairment and fewer opportunities for capital gains.

During the year, SPM increased its dividend income on the equity securities portfolio. The
management has been continuously reviewing its equity portfolio and making efforts to make the
portfolio diversified and dynamic. The additional impairment charged at yearend was of PKR 34.61
million whilst PKR 66.02 million has reversed, during the year, due to disposal of related shares.
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Back Offices Support (Risk Control Functions)

The Risk Control Functions have performed their role diligently and ensured smooth operations of the
Company during the entire year; the cross functional teams provided end-to-end support to conclude
the activities. The coordinated efforts achieved business objectives while mitigated operational risks,
continuity of business activities under an efficient business continuity plan. The teams also played a
vital role in implementation of IFRS-9 which enabled the Company for early adoption of the
standard.

A brief summary of the financial results and financial position is as follows:

2022 2021
PKR in thousands

Year-end balances:
Total assets 124,690,684 40,621,204
Total liabilities 120,579,424 35,046,346
Net assets 4,111,260 5,574,858
Shareholders’ equity (net):
Share capital 8,141,780 8,141,780
Reserves 380,654 380,654
(Deficit)/Surplus on revaluation of assets (2,012,716) (847,361)
— net of tax
Accumulated loss (2,398,459) (2,100,215)
Advance against shares subscription - -
Total 4,111,260 5,574,858
For the year:
Profit/(Loss) before taxation (218,460) 42,467
Profit/(Loss) after taxation (306,498) 40,883
Earnings/(Loss) per share — PKR (376.45) 50.63

The Company had transferred, in FY2021, an amount equal to 20% of profit after taxation to statutory
reserves as per the applicable legal requirements.

In view of the minimum capital requirement (MCR), at yearend, no amount could be considered for
distribution of dividends (bonus or cash) to the shareholders. We are, however, confident that since
the MCR requirement is completed, the Company will earn sufficient profits to enable dividend
distributions to its shareholders.

The Pakistan Credit Rating Agency (PACRA) maintained its credit ratings for the year 2022,
however, as a result of persistent efforts and commitment to focus on core issues, the future outlook
of the Company has been upgraded from ‘Stable’ and assigned as ‘Positive’:

Short term A1+
Long term AA-

These ratings denote a low expectation of credit risk emanating from a very strong capacity for timely
payment of financial commitments.

Statement on Corporate and Financial Reporting Framework
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e The financial statements prepared by the management, present fairly its state of affairs, the result
of its operations, cash flows, and changes in equity.

e Proper books of account of the Company have been maintained.

e Appropriate accounting policies have been consistently applied in the preparation of financial
statements and accounting estimates are based on reasonable and prudent judgement. Further,
changes in the accounting policies are duly disclosed in the financial statements.

e International Financial Reporting Standards, as applicable in Pakistan for DFIs, have been

followed in the preparation of financial statements.

There are no doubts regarding the Company’s ability to continue as a going concern.

Tax contingencies have been disclosed in the financial statements.

There has been no material departure from the best practices of corporate governance.

The system of internal controls including internal controls over financial reporting is sound in

design and has been effectively implemented and monitored.

e Summary of key operational and financial data for the last six years is enclosed.

Corporate Social Responsibility

The Company has always remained active in fulfilling its social responsibility and will continue its
efforts on this front in future as well. However, currently, we were unable to support certain notable,
reputed charitable institution due to the minimum capital requirement and related SBP prudential
regulations.

Green Banking Initiative

The Company has adopted a Green Banking policy wherein Pak-Libya aims to obtain relevant
documents, for loaning to new projects, that have been specified in the Environment Protection Act
whilst for existing loans, management will evaluate adherence to the Environment Quality Standards
established by the environment agencies. In an event, where the borrower is not compliant to any of
the set standards, the Company will encourage and assist them in coming up with better environment
protection measures.

The management has nominated a Green Banking Officer and is in the process of establishing a
Green Banking Office to collect and consolidate data/information on green banking activities and
initiatives for its onward reporting to the senior management/Board and SBP, as and when such
data/information is sought.

Consumer Grievances Handling Mechanism

The Company is committed to providing its customers quality services and highest level of
satisfaction therefore has adopted a formal policy and established process to deal with consumer
grievances. The management through complaint handling mechanism, ensures that complaints are
resolved in a timely manner and recurrence of complaints is prevented where possible.

All complaints get handled through Centralised Complaint Management System under the
supervision of Head of HRA and SVP (RMRC).

Board Composition

During the year, certain vacancies existed on the Board. In January 2022, the non-executive directors
nominated by LAFICO, Mr. Bashir Blkasm Omer and Mr. Abdulfatah Ashour Ali Ejayedi have been
replaced at the Board. The LAFICO has nominated, on 30™ June 2022, Mr. Bashir Blkasm Omer
(replacing Mr. Khaled Joma Ezarzor) as an Executive director (Deputy Managing Director) whereas,
Mr. Jehad Jamal El-Barag was nominated as non-executive director (replacing Mr. Mr. Abdulfatah
Ashour Ali Ejayedi) on 3™ January 2023, whose Fit and Proper Test was also cleared by the State
Bank of Pakistan on 20™ February 2023. Moreover, during the year, GoP nominee non-executive
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director, Dr. Muhammad Tahir Noor had completed his term on 21* April 2022 while his replacement
has not been nominated yet.

Performance Evaluation of the Board

The Company engages Pakistan Institute of Corporate Governance (PICG), a specialised institute, for
the performance evaluation of the Board members. The external evaluator gives an independent view
and perspective about overall performance of Board. The Chairman of the Board communicates the
results internally to all board members.

Risk Management Framework

The Risk Management Structure of the Company is overseen by the Board’s Risk Management
Committee (BRMC) which has further entrusted the task to the Management’s Risk Management
Committee (MRMC) to carry out the assessment and supervision/monitoring of all types of risks, the
Company is exposed to and work on a strategy and action plan to mitigate the risks on the basis of
Company’s overall risk appetite.

The Credit Policy and Credit Manuals for the Company are updated and modified based on changing
risk and regulatory environment and are being implemented for a better and comprehensive
evaluation, on a continuous basis, of credit exposure that each client brings in. The Obligor Risk
Rating model and Facility Risk Rating model emphasising upon internal ratings model covering
objective aspects are used for respective evaluation of risks. Consequently, the risk appetite has been
further elaborated to include specific limits. Furthermore, the monitoring and reporting mechanism
has also been strengthened with an aim to improve the overall credit risk management process.

We believe that a sound and effective Operational Risk Function is critical for uninterrupted
workflow of operations round the year. Thus, staying watchful of any contingency that may arise and
to ensure continuity of our business operations a BCP site is being maintained. Moreover, an
operational risk database is being regularly maintained to comply with the regulatory requirement as
well as to keep a regular check on the incidents that need to be addressed on a prompt basis and also
to evaluate the effective functioning of the operational risk mechanism.

We also have in place a Company-wide documented business continuity plan at each business unit
with a view to manage risk emanating from operational activities. During the year, we continued to
strengthen our Internal Controls and hence brought about various improvements in our integrated IT
system keeping in view the best practices and to cater our reporting requirements. Furthermore, our
Compliance, Risk Management and overall Internal Control structure remained robust and the
implementation of SBP guidelines and framework on Internal Control over Financial Reporting
(ICFR) remained steadfast.

The market risk function continues to monitor market related risks. Stress Testing analyses are used
to assess impact of key potential risks on existing exposures. The market risk policy with elaborated
interest rate risk is in place. Also, the guidelines on monitoring and reporting of interest rate risks
have been enhanced in the overall market risk management framework.

The Company also has a Liquidity Risk Management Policy, in addition to the Liquidity
Management Policy, in place. The Liquidity Risk Management Manual includes detailed and
comprehensive processes to manage various liquidity aspects and Contingency Funding Plan.

The Company continues to maintain its CAR well above prescribed regulatory thresholds throughout
the year based on applicable Basel II and Basel III requirements. Internal Capital Adequacy
Assessment Process (ICAAP) framework has been reviewed in view of the guidelines issued by SBP
and implemented to make the process more robust and effective. Moreover, efforts are underway to
comply with regulatory Minimum Capital Requirement (MCR) of PKR 6 billion. The MoF and
LAFICO (both the shareholders) have injected additional equity to increase the loss absorption
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capacity, smooth operations and long-term sustainable growth of the Company. In this regard, the
authorised capital of the Company has increased to PKR 10 billion.

Growth in the Company’s portfolio is being managed effectively to avoid risk concentration through
established limits in every important/relevant area. Amendments in the limits had/have been duly
made in line with revision in the Prudential Regulations, if any. The Company aims at business
growth by assuming direct exposure or through risk participation. Risk Management function
proactively contributes for taking exposure within the defined risk parameters.

The Company continued to strengthen compliance program during the year with appropriate
KYC/AML controls in place and ensuring regulatory compliance and awareness through the forum of
Compliance Committee of the Management. All policies, procedures and products are reviewed from
compliance perspective along with maintaining relationship with regulatory authorities. The
Company’s overall Risk Management Framework is robust. The Company continues to put in efforts
to further improve and strengthen the risk management and internal control framework.

Statement on Internal Controls

A sound system of internal controls is in place to achieve organisational objectives and continuous
improvement is made therein in light of the changing requirements of the business and operating
environment. Management has evaluated the internal controls, including internal controls over
financial reporting as effective and the Board endorses the same evaluation. The State Bank of
Pakistan, in view of the strengthened control environment has granted exemption to the Company
from annual submission of external auditor’s long form report on internal control over financial
reporting (ICFR).

Comments of Auditors in their Audit Report

The external auditors have expressed a qualified opinion on the investment in Summit Bank (counter
party) and Silk Bank (counter party) TFC’s amounting to PKR 498.50 million, as referred in note
8.2.6 and 8.2.7 to the accompanying financial statements as they were unable to obtain sufficient
appropriate audit evidence to determine the recoverability of these TFCs.

Furthermore, they have added emphasis of matter paragraph in their audit report while referred note
1.2 to the accompanying financial statements relating to overall business and economic environment
and Company’s plan regarding minimum capital requirements. The opinion of auditors is not
qualified in respect of this matter.

Comments of Auditors in their Review Report on Best Practices of Corporate Governance

Auditors have not highlighted any non-compliance in their review report on Company’s Statement of
Best Practices of Corporate Governance.

Statement of Investment of Provident and Gratuity Funds

The values of investments (excluding cash at bank) of provident fund and gratuity fund as at 31
December 2021 were PKR 141.53 million and PKR 145.31 million respectively based on the audited
accounts of these funds.

Details of Board Meetings and Board Sub-committee meetings attendances and their
memberships

During the year, four meetings of the Board of Directors were held and attended by directors as
follows:
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Meetings
held during Meetings

Name of Director Designation directorship attended
Mr. Mohamed Mahmoud Shawsh Chairman 2 2
Dr. Muhammad Tahir Noor Director 2 2
Mr. Abrar Ahmed Mirza Director 4 4
Mr. Bashir B. Omer Deputy Managing Director 2 2
Mr. Khurram Hussain Managing Director 4 4
Mr. Khaled Joma Ezarzor Deputy Managing Director 4 4
Mr. Abdulfatah Ashour Ali Ejaedi Director - -

Details of Audit Committee Meetings

During the year, two meetings of the audit committee were held and attended by member(s) as
follows:

Meetings
held during =~ Meetings
Name of Director Designation directorship attended
Dr. Muhammad Tahir Noor Chairman 2 2
Mr. Abrar Ahmed Mirza Member 2 2

Mr. Abdulfatah Ashour Ali Ejayedi Member - -

Details of Risk Management Committee Meetings

During the year, one meeting of the risk management committee was held and attended by member(s)
as follows:

Meetings
held during Meetings
Name of Director Designation directorship attended
Mr. Abrar Ahmed Mirza Chairman 1 1
Mr. Bashir B. Omer Member 1 1
Mr. Abdulfatah Ashour Ali Ejayedi Member - -
Mr. Khaled Joma Ezarzor Member - -

Details of Human Resource Management Committee Meetings

During the year, no human resource management committee meeting was held.

Meetings
held during Meetings
Name of Director Designation directorship attended
Mr. Mohamed Mahmoud Shawsh Chairman - -
Dr. Muhammad Tahir Noor Member - -
Mr. Abdulfatah Ashour Ali Ejayedi Member - -
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Details of Credit/Investment Committee Meeting of the Board

During the year, no credit/investment committee meeting was held.

Meetings
held during Meetings
Name of Director Designation directorship attended
Mr. Mohamed Mahmoud Shawsh Chairman - -
Mr. Abrar Ahmed Mirza Member - -
Mr. Khurram Hussain Member - -
Auditors

The present auditors, M/s Yousuf Adil, Chartered Accountants (An Independent Correspondent Firm
to Deloitte Touche Tohmatsu Limited) have retired and being eligible, have offered themselves for re-
appointment. The Audit Committee has recommended re-appointment of auditors for the year ending
31 December 2023 which has been endorsed by the Board of Directors.

Pattern of Shareholding

Shareholding
Shareholders (%)
Government of Pakistan through Ministry of Finance/State Bank of Pakistan 50
Government/State of Libya through Libyan Foreign Investment Company (LAFICO) 50
Total 100

Company Outlook

Consequent to the disposal of Power Plant (non-banking assets), deposit mobilisation as stable
funding source and determination to increase the advances portfolio, being the core activity, we
understand and believe that the Company will be able to achieve its target of sustainable profitability
and long term growth. The management is focusing on all possible avenues for profitable operations
of the Company including recovery efforts for troubled and non-performing assets which are a source
of potential earnings.

Moreover, new long-term credit lines are being negotiated to fill in the liquidity gaps and to ensure
contingency funding planning. Therefore, the Company has been regularly reviewing its assets and
liabilities mix together with available resources, and has taken various measures to tighten the
controls over operating cost to ensure favourable impact on profitability and compliance with
statutory requirements together with attainment of long-term sustainable growth.

In terms of recoverability of investment in TFCs amounting to PKR 398.58 million, the management
has evaluated overall situation vis-a-vis issuer Bank’s intention and ability to pay; accordingly,
concluded that both the elements exist as it acknowledges the debt and there are no restrictions on its
operations while the payment is delayed due to its minimum capital requirements. In this regard, the
issuer Bank has requested SBP a separate in-principal approval for the period covering till 27 October
2023. Therefore, management has not provided any impairment on the said TFCs on subjective basis
due to the recent developments & negotiations, and has been following up for the amicable resolution
of the matter and complete recovery.

The Company, being a DFI, has a specific business model, therefore, business aspects and
commercial sense cannot be ignored. However, existing and evolving regulatory requirements
governing capital, leverage, and liquidity, together with the steps we have taken/need to take to adapt
to them, have been critical for the Company in terms of its long-term sustainable growth and to create
a safer and more resilient financial system overall.
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In view of the efforts being made by the management we are optimistic about our Company’s future
growth, profitability and sustainability.
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Summary of key operational and financial data for last six years

PKR in millions FY2022 | FY2021 | FY2020 | FY2019 | FY2018 | FY2017
Gross Approvals* 7,641 5,784 4,401 2,357 2,313 2,427
Disbursements 6,550 2,757 2,500 1,767 2,540 1,799
Investments - net 79,477 2,929 5,907 7,188 2,132 -

Recoveries - Principal 2,010 2,506 1,031 1,598 2,151 1,001
Redemption - Investments 310 616 698 672 259 225
Gross Income 8,218 2,988 3,713 1,954 1,507 1,335
Net interest income (2) 606 713 77 260 265
Net profit/(loss) before tax (218) 42 460 (277) (261) 84
Taxation - net 88 2 156 27 62 36
Net profit/(loss) after tax (306) 41 304 (304) (323) 48
Shareholders' Equity - net 4,111 5,575 5,963 5,254 4,168 4,555
Total assets 124,691 40,621 37,010 29,089 20,428 19,163
Staff strength (number)** 102 98 104 103 106 111

* Include rollover
** Including outsourced staff

Note: Figures of respective years include impacts of restatements (as applicable)
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STATEMENT OF INTERNAL CONTROLS
FOR THE YEAR ENDED 31 DECEMBER 2022

OVERVIEW OF INTERNAL CONTROL SYSTEM

It is the responsibility of the Company’s management to establish and maintain a sound system of
internal controls that helps in effective and efficient operations, reliable financial reporting and
compliance with applicable laws and regulations. The internal control system comprises of various
inter-related components including Control Environment, Risk Assessment, Control Activities,
Information and Communication and Monitoring.

Due to inherent limitation, internal controls may not prevent or detect and correct, misstatements. The
internal control system is designed to manage rather than eliminate the risk of failure to achieve
business objective, and can only provide reasonable and not absolute assurance against material
misstatement or loss.

Following is the brief on the internal control systems:

e Management identifies control objectives for key areas, makes necessary policies and procedures
for effective controls and ensures implementation of the same.

e Policies for various key areas have been made which have been approved by the Board of
Directors.

e Policies and procedures are reviewed and amendments are made to continuously bring required
improvements in the same from time to time.

o The Company has internal audit function which reports to the Audit Committee and reviews the
application of policies and procedures and ensures identification for rectification of control
weaknesses (if any).

e On aregular basis, observation of control environment, appropriate test of transactions, sharing of
findings of internal control systems and implementation of relevant appropriate corrective actions
are carried out.

e The observations and weaknesses identified and reported by the auditors (internal, external and
the State Bank of Pakistan (SBP)) are duly taken into account by the management and necessary
control measures are taken to avoid repetition of those observations and exceptions.

e Management endeavors to ensure timely and satisfactory response to the recommendations and
suggestions made by the auditors and the same are periodically reviewed for implementation by
the internal audit department.

e Budgets and plans are approved by the Board of Directors which are monitored for
implementation on periodic basis.

e Due attention is given to enhance overall competence level and knowledge of the employees to
achieve the desired level of internal control systems.

INTERNAL CONTROLS OVER FINANCIAL REPORTING

e Documentation for Internal Controls Over Financial Reporting (ICFR) is being updated in current
financial year, as well, to incorporate the updated status of processes and controls as a result of
new operating activities and implementation of related controls/system. This is aimed to bring
further improvement in the ICFR framework of the Company.

e SBP’s instructions (specific or general) issued on the matter of ICFR from time to time are being
complied at earliest possible timelines.

e The SBP has granted exemption, to the Company, from the requirement of Statutory Auditors’
Long Form Report on ICFR. Consequently, the Company has been maintaining the Audit
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Committee’s annual assessment report on the efficacy of the Internal Control over Financial
Reporting as required under circular ‘BSD-1 Circular No. 01 of 2021° dated 6™ July 2021.

EVALUATION OF INTERNAL CONTROL SYSTEMS INCLUDING INTERNAL CONTROLS
OVER FINANCIAL REPORTING

The Company’s internal controls including internal controls over financial reporting are sound in
design and are being effectively implemented and monitored. The Company has made efforts during
the financial year 2022 to bring further improvements in the internal control systems through
implementation of integrated Credit system, Expected Credit Loss model and related automated
controls. The new system is under user acceptance testing phase therefore, any gaps identified are
being reviewed vis-a-vis in the internal control systems, including internal controls over financial
reporting and are targeted to be completed at the earliest possible timeline.

Sd/- Sd/-
Bashir B. Omer Khurram Hussain
Deputy Managing Director Managing Director & CEO
4™ May 2023
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