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Chairman’s review

I am pleased to present the audited Financial Statements of Pak-Libya Holding Company (Private) Limited
for the year ended 31 December 2023.

The year 2023 was very challenging on economic front due to various micro and macro economic factors
causes thereby economic uncertainty which includes high global inflation, interest rates hike, geo political
tensions, commodity prices shocks, debt an financial instability, climate change and many more. All these
factors were very unprecedented and major industries were not ready for such volatility and to absorb such
uncertainties causes thereby disruption and credit risks, etc.

In Pakistan, overall economic environment was also effected and remained subdued particularly due to
unprecedented hike in interest rates, uncontrolled inflation and negative behaviour of markets and
cumulatively, affected the economy which was proved tough for the business environment.

To handle such challenges, the management of the Company cognitively re-aligned its business &
operational strategy, carefully re-adjusted its positioning and aligned it with the economic and market
situations. Despite such challenging factors prevailing in the market, the Management successfully managed
to demonstrate their commitment, showing resilience and results are being testament to this dedication.

Moreover, the Company has been regularly revisiting its business processes in a continuously evolving
regulatory environment. Company is also adopting necessary changes in a cost effective manner with
ensuring compliances towards the statutory regulatory requirements together with attainment of objectives
especially long-term sustainable growth and sustainable income stream. Resultantly, the Company has
managed to generate profit before tax of PKR 561.011 million even after the early adoption of IFRS 9;
Expected Credit Loss Model and additional subjective provisioning’s against the TFC investments portfolio
etc.

Being Chairman of the Board I understand about upcoming challenges for the Pakistan economy and its
strive to enter into next IMF program. Our revised strategy is being crafted with a clear vision to achieve
sustainable growth trajectory. We aim to deepen our market penetration by having new product lines,
enhance our investment approach and streamline our operations for increased efficiency. The initiatives and
goals are being carefully tailored to ensure alignment with our core vision, mission and values for achieving
long term objectives.

I firmly believe that the Company, management and staff have the potential and capabilities to face all
challenges and to achieve Company’s ultimate objective by creating value impact for our valuable 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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Directors' Report

We are pleased to present the Directors' Report of Pak Libya Holding Company (Private) Limited
("the Company") along with annual audited financial statements of the Company and the auditors’
report thereon for the year ended 31 December 2023.

Economic Overview

In 2023, our economy faced a prolonged slowdown, grappling with significant challenges from both
domestic and international factors. Political unrest, supply chain disruptions, and widespread inflation
made matters worse. These issues led to a decline in the country's GDP growth. High commodity prices
and ongoing pressure on the external account noticeably affected the exchange rate and inflation levels.
As a result, the average annual inflation rate for FY'23 rose to 29.18%, up from 24.5% in FY"22. To
combat this high inflation, the State Bank of Pakistan (SBP) responded by raising the policy rate by
600 basis points over the year, reaching 22.0% by December 2023.

Towards the end of the first half of 2023, the country secured a Stand-by Arrangement from the IMF,
providing some relief and helping to restore economic stability. The Pakistan Stock Exchange (PSX)
performed remarkably well, with the benchmark KSE-100 index closing at 62,451 points on December
29, 2023, up from 40,420 points on December 30, 2022, reflecting a 54% year-on-year return.
Additionally, the current account balance shifted to a surplus in December 2023, compared to a deficit
the previous year.

Pakistan's economy is anticipated to be on path of stability due to expected improvements in
macroeconomic conditions. SBP has projected domestic growth around 2-3% in FY'24 and inflation at
5-7% by the end of Sep 25 whereas IMF has projected Pakistan's GDP to grow by 2.0% in FY"24 and
3.5% in FY'25.

Going forward, reduction in inflation & corresponding reduction in SBP policy rate along with
improved availability of agricultural produce and increased industrial activity will remain key factors
in elevating GDP growth projections.

Corporate Performance

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

Year-end balances: 2023 2022
(PKR in thousands)
Total assets 446,084,218 124,690,684
Total liabilities 438,368,340 120,579,424
Net assets 7,715,878 4,111,260
Shareholders' equity (net):
Share capital 8,141,780 8,141,780
Reserves 446,644 380,655
Surplus / (Deficit) on revaluation of assets - net of tax 1,257,826 (2,012,716)
Accumulated loss (2,130,372) (2,398,459)
Total 7,715,878 4,111,260
For the year:
Profit/(Loss) before taxation 561,011 (218,460)
Profit/(Loss) after taxation 329,944 (306,498)
Earnings/(Loss) per share - PKR 405 (376)
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The Company earned a Profit after Tax of PKR 329 million for the year ended 31 December 2023, as
against loss after tax of PKR 306 million during the previous year. The increase of 208% YoY in Profit
after Tax was attributed to increase in income primarily from treasury operations. Earnings per share
improved to PKR 405.25 in 2023 from Loss per share of PKR 376.45 in 2022.

The NIM has substantially improved i.e PKR 1.4 billion for the year ended 31 December 2023 as
compared to Net interest expense of PKR 1.8 million. To address the legacy issue of fixed rate PIBs
portfolio, which was adversely affecting the net interest margin (NIM), the management timely
readjusted its overall government securities portfolio with sizeable investments in T-bills & PIBs to
mitigate the rising interest rate impact together with borrowing arrangements for stable funding
resources at competitive rates. Consequently, these money market transactions have yielded positive
results and overall positive NIM.

The asset base of the Company has increased by 258% reflecting overall growth in investment and
credit portfolios compared to FY2022.The continuous increase in policy rates during the first half of
2023 sent a disconcerting signal to money, stock, and foreign exchange markets. The USD reached an
all-time high against the PKR, while energy prices also continued to rise. Consequently, the asset mix
remained dominant, with investments in government securities, such as T-bills and PIBs, due to interest
rate scenario.

These investments were primarily financed through SBP OMO facility, which was made available to
DFIs during 2023 consequently the liabilities increased by 264% or PKR 318 billion. The continued
focus is to have stable funding resources including individual and corporate deposit mobilization
activity. The objective is to reduce the reliance on repo and clean borrowings. The COls increased by
21% as compared to prior year.

At year end, the Company's capital free of loss stood at PKR 6.011 billion as compared to PKR 5.743
billion last year above the SBP minimum capital requirement (MCR) of PKR 6 billion. The Board of
Directors has approved a long-term strategic plan to enhance profitability and MCR through organic
growth.

Corporate & Investment Banking Department

Considering the Company's core activities and macroeconomic scenario, continuous efforts were made
to maintain & grow a high quality, well-collateralized credit portfolio during 2023. The loan and advances
portfolio (net of recoveries and provisions) depicted a minor increase from PKR 9.743 billion last year to
PKR 9.985 billion. Similarly, the overall non-government debt securities portfolio has been maintained
at PKR 2.020 billion.

The management exercised heightened caution in client selection for CIBD, employing stringent risk
assessment measures and intensifying post-disbursement monitoring, all in response to the challenging
business environment.

Treasury & Fund Management (TFM)

TFM carefully selected instruments and built a portfolio that yielded a positive spread, significantly
contributing to the Company's profitability this year. To address the legacy issue of the fixed-rate PIBs
portfolio, which was adversely impacting the net interest margin (NIM), management proactively
readjusted the overall government securities portfolio. This strategic realignment included substantial
investments in T-bills and PIBs to mitigate the effects of rising interest rates. Additionally, management
secured borrowing & deposit arrangements for stable funding resources at competitive rates, thereby
enhancing the financial stability and profitability of the Company. The total income of the department for
the year ended 31 Dec 2023 was PKR 2.18 billion as compared to PKR 832 million in FY 2022.

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

Back Offices Support & Control Functions

These functions have diligently fulfilled their roles, ensuring the Company's smooth operations
throughout the year. The cross-functional teams provided comprehensive support, facilitating the
conclusion of various activities. Through coordinated efforts, business objectives were achieved, and
operational risks mitigated, ensuring the continuity of business activities under an efficient business
continuity plan. Throughout the year, the Company demonstrated unwavering commitment to regulatory
compliance, exemplified by its early adoption of the new Financial Reporting Standard, IFRS-9, in
accordance with SBP requirements.

Appropriations

The Company had transferred, in FY2023, an amount equal to 20% of profit after taxation to statutory
reserves as per the applicable regulatory requirements.

Dividend

In view of the minimum capital requirement (MCR), at year end, no amount could be considered for
distribution of dividends (bonus or cash) to the shareholders.

Entity Rating
During the year, the Company’s long-term entity rating was maintained at ‘AA-’ by Pakistan Credit
Rating Agency (PACRA) and short term at Al+ with positive outlook. These ratings denote a low
expectation of credit risk emanating from a very strong capacity for timely payment of financial
commitments.

The ratings are mainly characterized by sovereign ownership, adequate standards of governance, and
relatively conservative risk appetite.

A positive outlook reflects consistent efforts by the management to stabilize the revenue stream and attain
a sustained profit stream from diversified operations. Meanwhile, sustaining asset quality is also essential
for the ratings.

Compliance with Code of Corporate Governance
The Directors confirm the compliance with Code of Corporate Governance (CCG). In this connection,
the compliance of relevant clauses of CCG is stated below:

* The financial statements prepared by the management, present fairly its state of affairs, the result
of its operations, cash flows, and changes in equity.

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

* Appropriate accounting policies have been consistently applied and disclosed in the financial
statements, including policy related to adoption of IFRS 9, and accounting estimates are based on
reasonable and prudent judgement.

» International Financial Reporting Standards, as applicable in Pakistan have been followed in
the preparation of financial statements and any departure is adequately disclosed.

* All liabilities in regard to the payment on account of taxes, duties, levies and charges have been
fully provided and will be paid in due course or where claim was not acknowledged as liability
the same is disclosed as contingent liabilities in the notes to the accounts.

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

» Tax contingencies have been appropriately disclosed in the financial statements

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

e The system of internal controls is sound in design and has been effectively implemented and
monitored.

= The statutory audit of the Company has been carried out by the QCR rated firm.
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¢ The Board of Directors and employees of the Company have signed *Statement of Ethics and
Business Practices’ (Code of Conduct).

e Details of the aggregate remuneration of executives and non-executives Directors are included in
note 36 to the financial statements;

* Following is the fair value of investments as at 31 December 2023:
— Provident Fund: PKR. 124.590 million
— Gratuity Fund: Rs. 137.617 million.

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

Consumer Grievances Handling Mechanism

The Company has a procedure in place for customer complaints. However, no customer complaint was
lodged during the year under review.

Board Composition

As per the joint venture arrangement between Government of Pakistan (GoP) and Government of Libya
(State of Libya), the Company’s Board of Directors comprises of six directors with three directors
nominated by each Government. The Company encourages representation of non-executive directors on
its board of directors (the Board). At present the Board includes:

Category Names
Executive Mr. Tariqg Mahmood — Managing Director
Directors (two) Mr. Bashir B. Omer — Deputy Managing Director
Mr. Mohamed Mahmoud Shawsh — Chairman
Non-Executive Mr. Akhlaqg Ahmad Tarar
Directors (Four) Mr. Jehad Jamal El-Barag

Mr. Agha Ahmad Shah (deceased & position is vacant)

Performance Evaluation of the Board

The Board has opted for an internal annual evaluation of the Board and its Committees. The evaluation
assessed performance both as a Board as well as at the individual Director level, and covered Board
Composition, Strategic Planning, Board & CEO Effectiveness, Board Information, Board Committees,
Board Procedures and the Control Environment.

Risk Management Framework

The risk management framework encompasses multi-tier management supervision, efficient monitoring
and clearly articulated risk appetite, policies and procedures. The Company is exposed to credit risk,’
market risk, liquidity risk and operational risk over the course of its core operations. Given the current
macroeconomic scenario in Pakistan, foreign exchange risk and interest rate risk are also important
factors affecting the Company’s on and off balance sheet activities. Details about these principal risks
faced by the company along with their mitigants are disclosed in note 42 of attached financial statements.

The Company remains adequately capitalised as at 31 December 2023 with a capital adequacy ratio
reported at 34.87% (2022: 16.65%) and leverage ratio at 1.41% (2022: 3.02.%). Internal Capital
Adequacy Assessment Process (ICAAP) framework is being reviewed on an annual basis as per the
guidelines issued by SBP and implemented to make the process more transparent and effective.
Moreover, efforts are underway to maintain regulatory Minimum Capital Requirement (MCR) of PKR 6
billion.
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Statement on Internal Controls

The management has evaluated the overall internal controls, including controls related to ICFR, as
detailed in the ‘Statement of Internal Controls’, included in the Annual Report.

Comments of Auditors in their Audit Report

The external auditors have expressed a qualified opinion on the investment in Summit Bank (counter
party) TFC's amounting to PKR 398.50 million, as referred in note 9.2.6 to the accompanying financial
statements. In their view, as per IFSR 9 - Financial instrument for classification of such TFCs under stage
2, further provision of PKR 78.37 million needs to be incorporated.

Furthermore, the auditors included an emphasis of matter paragraph in their report, as referenced in note
13 of the accompanying financial statements, concerning the recognized deferred tax asset. importantly,
the auditors' opinion remains unqualified in this regard.

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.

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:

Meetings held =  Meetings

Name of Director Designation during directorship| attended
Mr. Mohamed Mahmoud Shawsh Chairman 4 T 4
Mr. Abrar Ahmed Mirza Director 1 S
Mr. Tariq Mahmood* Managing Director 9 2
'Mr. Khurram Hussain* Managing Director 2 2
'Mr. Bashir B. Omer " Deputy Managing Director 4 4
'Mr. Jehad Jamal El-Barag ~ Director | 3 3
‘Mr. Akhlaq Ahmad Tarar Director = s 1

*Mr. Tariq Mahmood assumed the charge of Managing Director of the Company in July 2023, in place
of Mr. Khurram Hussain.

Details of Board Committee Meetings

During the year, one meeting for each of the Board Audit Committee & Board Risk Management
Committee and two meetings for Board Human Resource Management Committee were held and
attended by member(s) as follows:

Meetings held Meetings

. | Dot
Name of Director e Dl during directorship ~ attended

‘Board Audit Committee Meeting i
Mr. Jehad Jamal El-Barag  Chairman G IR PR W
Mr. Akhlaq Ahmad Tarar  Member | b AR e
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Meetings held Meetings

NalneLdt RiNetion Besichatich during directorship  attended

Board Risk Management Committee Meeting

Mr. Bashir Blkasm Omer Matok Chairman 1 1
Mr. Jehad Jamal El-Barag Member 1 1
Mr. Akhlaq Ahmad Tarar Member 1 1
Details of Human Resource Management Committee Meetings

Mr. Mohamed Mahmoud Shawsh Chairman 2 2
Mr. Jehad Jamal El-Barag Member 2 2
Statutory 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 for the year ended 31 December 2024. The Board has recommended the appointment of M/s
Yousuf Adil, Chartered Accountants, as auditors of the Company for the year ending December 31, 2024
on the suggestion of Board Audit Committee.

Pattern of Shareholding

Shareholders Share(e(;)(;ldmg
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

Management’s focus is to explore new sources of revenue, grow the existing core business and use
technology to increase efficiency and productivity. In this connection, a new Islamic Window initiative
is being explored, as well as growing non-funded income via capital market transactions — leading debt
syndications and underwriting pre-IPOs, etc. In credit decisions, quality is priority with an effort to
cautiously grow the credit portfolio. In the short term, company will continue to seize opportunities in
Money Market for spread as well capital gains in view of anticipated reduction in interest rates.

Together with focus on non-funded sources of income, we understand and believe that the Company will
be able to achieve its target of sustainable profitability and long term growth. Moreover, the Company is
regularly reviewing its assets and liabilities mix together withavailable resources, and has taken various
measures to tighten the controls over operating cost to ensure favorable impact on profitability and
compliance with statutory requirements together with attainment of long-term sustainable growth.

The Company, being a DFI, has existing and evolving regulatory requirements governing capital,
leverage, and liquidity. Robust risk management systems are in place to comply with regulatory
requirements.

In view of the efforts being made by the management, we are optimistic about our Company's long-term
growth and profitability.
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On behalf of the Board and the Management, we would like to express our sincere gratitude to the
customers and all stakeholders of Pak-Libya for their confidence that they continue to repose in the
Company. We would also like to express our appreciation to the shareholders; LAFICO and SBP,
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On behalf of the Board of Directors

Bashir B. Oni

Tariq Mahmood, CFA

Director Managing Director & CEO
Summary of key operational and financial data for last six years
PKR in millions FY2023 | FY2022 | FY2021 FY202_0 FY2019 | FY2018
Investments — net 311,888 79,477 2,929 5,907 7,188 2,132
Gross Income 69,516 8,218 2,988 3,713 1,954 1,507
Net interest income 1,372 ) 606 713 77 260
Net profit/(loss) before tax 561 (218) 42 460 (277) (261)
Taxation — net 231 88 2 156 27 62
Net profit/(loss) after tax 330 (306) 41 304 (304) (323)
Shareholders' Equity - net 7,716 4,111 5,575 5,963 5,254 4,168
Total assets 446,084 124,691 40,621 37,010 29,089 20,428
Staff strength (number)* 80 102 98 104 103 106

*Including outsourced staff

Note: Figures of respective years include impacts of restatements (as applicable)
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YOUSUF ADIL Yousuf Adil

INDEPENDENT AUDITOR’S REVIEW REPORT TO THE MEMBERS OF
PAK-LIBYA HOLDING COMPANY (PRIVATE) LIMITED

Review Report on the Statement of Compliance (the Statement) contained in Listed Companies
(Code of Corporate Governance) Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the best practices of The Listed Companies (Code of
Corporate Governance) Regulations, 2019 (the Regulations) prepared by the Board of Directors (the Board) of Pak
Libya Holding Company (Private) Limited (the Company) for the year ended December 31, 2023, in accordance with
the requirements of the Regulations to the extent as adopted by the Company.

The responsibility for voluntary compliance with the Regulations (as adopted) is that of the Board of the Company.
Our responsibility is to review, to the extent where such compliance can be objectively verified, whether the Statement
reflects the status of the Company’s compliance with the provisions of the Regulations (as adopted) and report if it
does not and to highlight any non-compliance with the requirements of the Regulations (as adopted). A review is
limited primarily to inquiries of the Company’s personnel and review of various documents prepared by the Company

to comply with the Regulations (as adopted).

As a part of our audit of the financial statements we are required to obtain an understanding of the accounting and
internal control systems sufficient to plan the audit and develop an effective audit approach. We are not required to
consider whether the Boards' statement on internal control covers all risks and controls or to form an opinion on the
effectiveness of such internal controls, the Company’s corporate governance procedures and risks.

The Regulations (as adopted) require the Company to place before the Audit Committee, and upon recommendation
of the Audit Committee, place before the Board of Directors for their review and approval, its related party transactions
and also ensure compliance with the requirements of Section 208 of the Companies Act, 2017. We are only required
and have ensured compliance of this requirement to the extent of the approval of the related party transactions by
the Board of Directors upon recommendation of the Audit Committee. In this regard, we draw attention to the point
14 of the enclosed statement, where the Board has disclosed this non-compliance.

Based on our review, nothing has come to our attention which causes us to believe that the Statement does not
appropriately reflect the Company’s compliance, in all material respects, with the requirements contained in the
Regulations as adopted by the Company for the year ended December 31, 2023. We draw attention to the following

matter described in the enclosed Statement:

e The Regulations are not applicable on Development Financial Institutions (DFIs) vide BPRD Circular No. 05 dated
November 22, 2021 issued by the State Bank of Pakistan. However, the Company has voluntarily adopted certain
provisions of the Regulations as mentioned in the enclosed statement.

The engagement partner on the review resulting in this independent auditor’s review report is Hena Sadigq.

.

oI

-

artered\Accountants

Place: Karachi
Date: May 24, 2024
UDIN: CR202310057kc9AlthLi



PaklLiby

STATEMENT OF INTERNAL CONTROLS
FOR THE YEAR ENDED 31 DECEMBER 2023

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 arecas 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.

e 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 a regular 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.

o 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 [CFR from time to time are being
complied at earliest possibletimelines.
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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
Committee’s annual assessment report on the efficacy of the Intemmal 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 2023 to bring further improvements in the internal control systems through
implementation of integrated credit system, IFRS 9 - Expected Credit Loss model and related
automated controls. The management continuously evaluates processes to enhance and further
strengthen the Internal Controls System of the Company.

Tdriq Mahmood
Managing Director & CEO

13" May 2024
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STATEMENT OF BEST PRACTICES OF CORPORATE GOVERNANCE
FOR THE YEAR ENDED 31 DECEMBER 2023

This statement is being presented to conform with the best practices of Corporate Governance which are being
practiced by Pak-Libya Holding Company (Private) Limited (“the Company”). The Code of Corporate Governance (the
Code) as framed by the Securities and Exchange Commission of Pakistan is not mandatory for the DFls as per BPRD
Circular 14 of 2016 issued on 20 October 2016 by the State Bank of Pakistan (SBP).

The Company nevertheless, has applied the principles considered to be the best practices in Corporate Governance
in the following manner:

1. As per the joint venture arrangement between Government of Pakistan (GoP) and Government of Libya (State of
Libya), the Company's Board of Directors comprises of six directors with three directors nominated by each
Government. The Company encourages representation of non-executive directors on its board of directors (the
Board). At present the Board includes:

Category Names
Executive Mr. Tariq Mahmood ~ Managing Director
Directors (two) Mr. Bashir B. Omer - Deputy Managing Director

Mr. Mohamed Mahmoud Shawsh - Chairman
Non-Executive Mr. Akhlag Ahmad Tarar
Directors (Four) Mr. Jehad Jamal El-Barag

Mr. Agha Ahmad Shah (deceased & position is vacant)

2. The directors have confirmed under Corporate Governance Regulatory Framework that none of them is serving
as a director in more than five listed companies, including this Company.

3. The Company has prepared a code of conduct and statement of ethics and business practices and has ensured
that appropriate steps have been taken to disseminate it throughout the Company along with its supporting
policies and procedures.

4, The Board has developed a vision/mission statement, overall corporate strategy and significant policies of the
Company. A complete record of particulars of significant policies along with the dates on which they were
approved or amended have been maintained.

5 Alltheresident directors of the Company areregistered as taxpayers and none of them has defaultedin payment
of any finance facility to a banking company, a DFI or an NBFI.

6. All the powers of the Board have been duly exercised and decisions on relevant matters have been taken by the
Board/Shareholders as empowered by the relevant provisions of the Companies Act, 2017, Banking Companies
Ordinance, 1962 and relevant Rules, Regulations, Circulars/directions etc.

7. The meetings of the Board were presided over by the Chairman and, in his absence, by one of the directors duly
selected by the Board from amongst Board members for this purpose.
requirements of the Companies Act, 2017, Banking Companies Ordinance, 1962, Corporate Governance
Regulatory Framework, Rules and respective Regulations with respect to frequency, recording and circulating
minutes of meeting of the Board.



10.

11.

12.

13.

14.

15.

The Board of Directors have developed a formal policy and transparent procedures for remunerations of
directors in accordance with Corporate Governance Regulatory Framework.

All directors were provided with an Orientation Package on their appointment and have completed the Director's
Training Program.

The appointments of the Chief Financial Officer, Company Secretary and Head of Internal Audit including their
remuneration and terms of employment are approved by the Board and have complied with relevant
requirements of the regulations.

The financial statements of the Company were duly endorsed by the Chief Executive Officer and the Chief
Financial Officer before approval of the Board.

The Board has formed Committees comprising of members given below:

Committee Name of Chairman / Members

; : Mr. Jehad Jamal El-Barag
Audit Committee Mr. Akhlag Ahmad Tarar

Mr. Bashir B. Omer

Risk Management Committee Mr. Akhlag Ahmad Tarar
Mr. Jehad Jamal El-Barag

Mr. Mohamed Mahmoud Shawsh

Human Resource Committee Mr. Akhlag Ahmad Tarar
Mr. Jehad Jamal El-Barag

The terms of reference of the aforesaid Committees have been formed, documented and advised to the
respective Committees for compliance.

The frequency of meeting of the Committees, during the year considering vacancies on the Board, were as per
follows:

Audit Committee 1 (One)*
Risk Management Committee 1 (One)
Human Resource Committee 2 (Two)

* During the year, the Board Audit Committee meeting was held only once. The Board Audit Committee was not

convened due to casual vacancy in the Board, as result of non-appointment of nominee director by GoP. As a
result, related party transactions were not placed before the Audit Committee on a quarterly basis as required.

However, subsequent to the year-end, all related party transactions for the financial year 2023 were placed
before the Audit Committee in the meeting held on April 17, 2024 and are set for Board approval based on its

recommendations.

The Board has set up an effective internal audit function.

‘& f /] Page 2 of 3
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16.

17,

18.

The statutory auditors of the Company have confirmed that they havebeen given a satisfactory rating under the
'Quality Control Review Program’ of The Institute of Chartered Accountants of Pakistan (ICAP), that they or any
of the partners of the firm, their spouses and minor children do not hold shares of the Company and that the firm
and all its partners are in compliance with International Federation of Accountants (IFAC) guidelines on Code of
Ethics as adopted by the ICAP.

The statutory auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the listing regulations and the auditors confirmed that they have observed IFAC
guidelines in this regard.

The SBP vide BPRD circular No. 05 of 2021 dated November 22, 2021, has intimated that Listed Companies
(Code of Corporate Governance) Regulations are not applicable on DFis, however, it is expected that all DFls will
continue to follow the best practices on corporate governance. As a result, the Company has voluntarily adopted
certain provisions of the Regulations.

5

Fd

Bas!

—~Omer Tariq Mahmood
Deputy Maha

g Director Managing Director & CEO
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INDEPENDENT AUDITOR'S REPORT

To the members of Pak Libya Holding Company (Private) Limited

Report on the audit of the financial statements

Qualified opinion

We have audited the annexed financial statements of Pak Libya Holding Company (Private) Limited (the Company) which
comprise the statement of financial position as at December 31, 2023, the profit and loss account, the statement of
comprehensive income, the statement of changes in equity, the cash flow statement for the year then ended and notes
to the financial statements, including a summary of material accounting policies and other explanatory information, and
we state that we have obtained alf the information and explanations which, to the best of our knowledge and belief, were
necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the statement of financial
position, the profit and loss account, the statement of comprehensive income, the statement of changes in equity and
the cash flow statement together with the notes forming part thereof conform with the accounting and reporting
standards as applicable in Pakistan, and, given the information required by the Companies Act, 2017(X1X of 2017), in the
manner so required and respectively give a true and fair view of the state of the Company’s affairs as at December 31,
2023 and of the profit, the other comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Qualified opinion

Investments as disclosed in note 9 include term finance certificates (TFC) amounting to Rs. 398.58 million (December
31, 2022: Rs. 398.58 million) which have been classified under Stage 2 as per IFRS 9 - Financial Instrument and has
provided an amount of Rs. 100.95 million. As fully disclosed in note 9.2.6, management believe that there is a strong
likelihood that these balances may not be fully recoverable due to the financial health of the issuer. In our view, as per
IFSR 9 - Financial instrument for classification of such TFCs under stage 2, further provision of Rs. 78.37. million needs
to be incorporated. If aforesaid provision is recorded the investment would have been reduced by Rs. 78.37 million.
Accordingly, credit loss allowance and write offs ~net would have been increased by Rs. 78.37 million and net profit and
shareholder's equity would have been reduced by same balance by Rs. 78.37 million. In light of these considerations, we
have qualified our report, noting that management has not provided the complete provision for such investments.

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

Emphasis of matter

We draw attention to Note 13 of the financial statements where management has disclosed that the Company has
recognized deferred tax asset which is considered realizable based on financial projections approved by the Board of
Directors. Our opinion is not modified in respect of the above matters.

Information Other than the Financial Statements and Auditor’s Repost Thereon

Management is responsible for the other Information. The other information comprises the information included in the
Annual report for the year ended December 31, 2023, but does not include the financial statements and our auditor’s

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

In connection with our audit of the financial statements, our responsibility is to read the other information identified above
and, in doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have
performed, we concluded that there is a material misstatement of this other information, we are required to repoit that
fact. We have not been provided with such other information and therefore we cannot repost on such other information.

Responsibilities of management and the Board of Directors for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with the
accounting and reporting standards as applicable in Pakistan and the requirements of Companies Act, 2017(X1X of 2017)
and for such internal control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

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

Board of directors are responsible for overseeing the Company'’s financial repoiting process.
Auditor’s responsibilities for the Audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs as applicable in Pakistan will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

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

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

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

Company’s internal control.

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

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

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



- YOUSUF ADIL

We communicate with the Board of Directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Report on other legal and regulatory requirements
Based on our audit, we further report that in our opinion:

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

b) the statement of financial position, the profit and loss account, the statement of comprehensive income, the
statement of changes in equity and the Cash flow statement together with the notes thereon have been drawn up
in conformity with the Companies Act, 2017(XIX of 2017) and are in agreement with the books of account;

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

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

The engagement pariner on the audit resulting in this independent auditor's report is Hena Sadiq.

artered Accountants

ace: Karachi
Date: May 24, 2024
UDRIN: AR202310057QNc8AU65q
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PAK-LIBYA HOLDING COMPANY (PRIVATE) LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2023

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Property and eguipment

Right-of-use assets

Intangible assets

Deferred tax asset

Other assets

Non-banking assets acquired in satisfaction of claim - held for sale
Total Assets

LIABILITIES

Bills payable

Borrowings

Deposits and cther accounts
Lease liabilities
Sub-ordinated debts

Other liabilities

Total Liabilit cs

NET ASSETS

REPRESENTED BY

Share capital

Reserves

Surplus / (deficit) on revaiuation of assets - net of tax
Unappropriated / unremitted loss

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 45 ane annexures | and Il form an integral part of these financial statemeints.

%&

v
Chief Financial Officer

P — o "=}
- Digector

Note

T owoeNo

13
14
14.1

15
16

17

18

19

20

2023

2022

{Rupees in '000)~m-v--=--s-—

272,662 371319
194,769 77,866

: 3,800,000
418,576,179 106,688,510
9,984,921 9,742,795
1,300,756 68.872
961 452

456,057 400,631
15,083,086 3,382,153
214,827 158.086
416,084,218 124.690.684
424,391,603 113,480,048
6,803,687 5,627,397
7,173,050 1,471,979
438,368,340 120.579.424
7,715,878 4,111,260
8,141,780 8,141,780
446,644 380,655
1,257,826 (2,012,716)
(2,130,372) (2,398,459)
7,715,878 4,111,260

Managing Director & CEO




PAK-LIBYA HOLDING COMPANY (PRIVATE) LIMITED
STATEMENT OF PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2023

Note 2023 2022

--------- (Rupees in '000)~—nr-emr
Mark-up / retum /interest earned 21 69,401,068 8,103,933
Mark-up / retum /interest expensed 22 68,029,047 8,105,767
Net mark.up / interest income 1,372,021 (1.834)
NON MARK-UP / INTEREST INCOME
Fee and commission income 23 33,476 30,742
Dividend income 80,979 82,828
Foreign exchange income / (loss) 40 35
income / (loss) from derivatives " -
Loss on securities - net 24 (53,833) (34,852)
Other Loss 25 {141} (155,358)
Total non mark-up / interest/ income 60,521 (76,605)
Total income 1,432,542 (78,439)
NON MARK-UP / INTEREST EXPENSES
Operating expenses 26 765,177 494,218
Other charges 27 26,848 20.218
Total non mark-up / interest expenses 792,025 514,436
Profit 7 (foss) before credit loss allowance 640,517 (592,875)
Credit loss allowance / {reversals) and write offs - net 28 79,506 {374,415)
Extraordinary / unusuat items - -
PROFIT/ (LOSS) BEFORE TAXATION 561,011 (218.460)
Taxation 29 231,067 88,038
PROFIT / (LOSS) AFTER TAXATION 329,944 (306,498)

e (RUPEES) =ome-

Basic earnings / (loss) per share 30 —— et (376 45)
Diluted earnings / (loss) per share 31 405.25 (376.45)

'(%T he annexed notes 1 to 45 and annexures | and Il form an integral part of these financial statements.
P

N2 2" :

‘é'hief Financial Officer Managing Director & CEO

/ﬁrector Director



PAKLIBYA HOLDING COMPANY {PRIVATE) LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2023

Note 2023 2022

------------ {Rupees in ‘000)-——-~-
Profit / (loss) after taxation SE L)
Other comprehensive income - net
Items that may be reclassified to statement of profit and ioss account in
subsequent years:
Effect of translation of net investment in foreign branches » -
Movement in surplus / {deficit) on revaiuation of debt investments through FVOCI - 2,065,081 (1,021,086)
net of tax
items that will not be reclassified to ssatement of profit and loss account in
subsequent years:
Remeasurement gain on defined benefit obligations - net of tax 3482 (2,524) 8,255
Movement in surplus on revaiuation of equity investments - net of tax 198,896 (144.288)
Movement in surplus on revaluation of property and equipment - net of tax 948,924 e
Movement in surplus on revaluation of non-banking assets - net of tax 56,741 S

1,202,037 (136.033)

Total comprehensive income / (loss) 3,597,962 (1,463,597)

The annexed notes 1 to 45 and annexures | and |l form an integral part of these financial statements,

Chtef Financial Officer Managing Dinector & CEO
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" PAK-LIBYA HOLDING COMPANY {PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2023

Share Capital Surplus/(Deticit) on
revaluation of Unaporopriated/
Issued Statutory Property & ufx'reompi::ed Total
subscribed and reserve Equipment / .
. Invastma ofit/ {loss
paid up vastmante Non Banking B )

(Rupees in '000)

Opening balance as at 01 January 2022 8,141,780 380,655 (847.361) - (2,100.216) 5,674,858
loss after taxation for the period -

- - - (306,498) (306,498)
Other comprehenswve income - net of tax
Effect of translation of net investment in foreign branchies - - = = 5 =
Movement in (deficit) on revakation of investments in debt mstruments - net of tax - - (1,021,067) - - (1.021,067)
Debt investments at FVOCI -- reclassified ta profit or loss - - = - 5 -
Movement in (deficit) on revaluation of investments in equity instruments - net of tax - - (144.288) - - (144,288)
Remeasurement gain on defined benefit obligations - net of tax - - - - 8,255 8255
Movement in surpius on revaluation of property and equipment - nat of tax - - - = s -
Movement in surplus on revaliation of non-banking assets - net of tax - = - - - -
Total other compiehensive loss - net of tax - - (1.165,355) - 8,255 (1.157,100)
Transfer to statutory reserve - - - - - -
QOpening balance as at 01 Januaty 2023 8,141,780 380,655 (2,012,716) - (2,398,459) 4,111,260
impad of first time adoption of IFRS-9 - - = - (80,200) (80.200)
Profit after taxation for the current pesiod - - - - 329,944 329,944
O'her comprehensive income - net of tax
Effeci of transiation of net invesément in foreign branches - - - - - -
Movement in surplus on revaluation of investments in debt instruments - net of tax - - 2,065,981 - - 2.065.9814
Debt investments at FVOCI — reclassified to profit or loss = - = - s N
Movement in surplus on revaluation of investments in equity instruments - net of tax - - 198,896 - - 198,896
Gain on sale of shares - FVTOCI - - - - 41,455 41,455
Remeasurement (loss) on defined obligations - net of tax - - - - (2.524) (2,.524)
Movement in surplus on revaluation of property and equipment - net of tax - - - 992,832 - 992,832
Movement in surplus on revaluation of non-banking assets - net of tax B - - 58.234 - 58.234
Total other comprehensive income - net of tax - - 2,264,677 1,051,066 38.931 3,354,674
Transfer to statutory reserve - 65,989 - - (65.989) -
Transfer from surplus on revaluation of assets to unappropriated profit - net of tax - - - (45,401) 45,401 -
Closing balance as at 31 December 2023 8,141,780 446,644 252,161 1,005,665 , (2,130,372) 7,715,878
The annexed notes 1 to 45 and annexures | and |1 an integral past of these financiai statements.
}.{9\: . MWQ“&)I‘.
‘) &W - P
Mﬁnanclal Officer Managing Director & CEO
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PAK-LIBYA HOLDING COMPANY (PRIVATE) LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2023

Note
CASH FL.OW FROM OPERATING ACTIVITIES
Profit / (loss) before taxation
Less: Dividend income
Adjustments:
Depreciation 11
Depreciation on Non - Banking asset 14
Amortisation 12
Reversal of provision against lendings to financial institutions 28
Unrealised gain on revaluation of investments ciassified as 'FVTPL’ 24
Provision / (reversal) for diminution in the value of investments - net 28
Reversal / (provision) against loans and advances 28
(Reversal) / provision against non-banking assets acquired in satisfaction
of claim - held for sale 28
Provision against other assets 28
Loss / (gain) on sale of operating fixed assets 25
(Increase) / decrease in operating asse#s
Lendings to financial institutions
Securities classified as FVPL
Advances
Others assets (excluding advance taxation)
Increase / (decrease) in operating liabilities
Borrowings
Deposits
Other liabilities
Income tax paid
Net cash generated from operating activities
CASH FLOW FROM INVESTING ACTIVITIES
Net Investments in amortized cost securities
Net investments in securities classified as FVOCS
Dividend received
Addition in property and equipment 11
Addition in intangible 12
Addition in work-in-progress 11
Sale proceeds of property and equipment
Net cash flow used in investing activities
Net (decrease} / increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year 32

The annexed notes 1 to

G

-~

Chig¥Financial Officer
TR

eclo

2023

2022

—-— (Rupees in ‘000) ----—~

561,011 (218,460)
(80,979) (82.828)
480,032 (301,288)
72,364 28,266
1,493
282 679
(87) -
(22,304) -
112,924 {51,507)
33,512 38,165
- (364,715)
181 3,642
141 (3,949)
198,495 (349.419)
678,527 (650,707)
1,000,000 100,000
(64,333,484) (4,952)
(354,721) (3,468,486)
(8,494,832) (263.418)
(72,183,037} (3,636.856)
310,911,555 83,330,630
1,176,290 1,051,044
5,698,541 1,159,659
317.786.386 85,541,333
246,281,876 81,253,770
(3,749,614) (567,554)
242,532,262 80,686,216
. 103,395
(245,339,486)||  (80,634,222)
80,979 82,828
(50,532) (8,197)
(791) (158)
(4,903) (2,084)
717 13,568
(245,314,016) _ (80,444,870)
(2,781,754) 241,346
3,249,185 3,007,839
467,431 3,249,185

and Annexdres | & |l form an integral part of these financial statement

-t

Managing Dirpctor & CEO
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PAK-LIBYA HOLDING COMPANY (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

1.1

1.2

21

STATUS AND NATURE OF BUSINESS

Pak-Libya Holding Company (Private) Limited (the Company) was incorporated in Pakistan as a private limited company
on 14 October 1978. It is a joint venture between the Government of Pakistan and Govemment of Libya (State of Libya).
The tenure of the Company was thirty years from the date of its establishment. The two contracting parties (i.e. both the
governments through their representatives) extended the tenure for further thirty years up to 14 October 2038. The
objectives of the Company interalia include the promotion of economic growth of Pakistan through industrial
development, to undertake other feasible business and to establish and acquire companies to conduct various
businesses as may be decided from time fo time. The Company is designated as a Development Financial Institution
(DF1) under the BPD Circular No. 35 dated 28 October 2003 issued by the State Bank of Pakistan (SBP).

The registered office of the Company is located at 5th Floor, Block C, Finance and Trade Centre, Shahrah-e-Faisal,
Karachi, Pakistan. The Company has one sales and service center located at Lahore. Effective 05 August 2012, activities
of Islamabad office have been suspended for the time being after review of the business strategy.

The State Bank of Pakistan (SBP) through its BSD Circular No. 19 dated 05 September 2008 has prescribed that the
minimum paid-up capital (free of losses) for Development Financial Institutions (DFs) is required to be maintained at Rs.
6 billion.

The paid-up capital of the Company (free of losses) as of 31 December 2023 amounted to Rs. 6.011 billion (31
December 2022: Rs. 5.743 billion). The Company has compliant with minimum capital requirements at year end.

During the year, the Company has reported profit after taxation as a resuit of timely re-profiling of overall Government
Securities portfolio to mitigate the increase in interest rate impact together with borrowing arrangements for stable funding
resources at highly competitive rates enabled the company to make new investment. As a result, these money market
transactions have yield positive results and net investment margin {(NIM) has increased significantly yielding profits. .

The management recently submitted budgetary estimates to the Board together with steps to improve the Company's
liquidity, profitability and cash flows via active cost saving and other measures. Fuither, the management is confident
that, taking into account the above mentioned, the Company will have sufficient funds to finance its operations and to
meet its financial obligations. Further the MCR will be further enhanced through organic growth as demonstrated through
projections approved by board.

BASIS OF PRESENTATION

STATEMENT OF COMPLIANCE

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

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

Islamic Financial Accounting Standards (IFASs) issued by the ICAP, as are notified under the Companies Act, 2017,
Provisions of and directives issued under the Banking Companies Ordinance, 1962,
- Provisions of and directives issued under the Compaaies Act, 2017; and
- Directives issued by the SBP and the Securities and Exchange Commission of Pakistan (“the SECP").
Whenever the requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017 or the directives
issued by the SBP and the SECP differ with the requirements of IFRS or IFASs, the requirements of the Banking
Companies Ordinance, 1962, the Companies Act, 2017 and the said directives shall prevail.
The S8P through its BSD Circular letler No. 11 dated September 11, 2002 has deferred the implementation of |IAS 40

‘Investment Property’ for Non-Banking Financial Institutions (NBFIs) in Pakistan. Further, SECP has deferred the
implementation of IFRS 7 'Financial Instruments: Disclosures' through SRO 411{1)/2008.



3.  Material Accounting Policies
The significant accounting policies and methods of computation adopted in the preparation of these audited annuat
financial statements are consistent with those applied in the preparation of the audited annual financial statements of the
Company for the year ended 31 December 2022 other than those described in the note 3.2 for period commencing from
01 January 2023 and note 4.
3.1 Impact of Adoption of IFRS 9
On 01 January 2023, the Company has adopted IFRS 9 "Financial Instruments” which introduces new requirements for;
the classification and measurement of financial instruments and the recognition and measurement of credit loss
allowances. As permitted by transitional provisions of IFRS 9, the Company has not restated comparative information.
Any adjustment to the carrying amount of the financial assets and liabilities at the date of transition was recognised in the
opening retained earnings of the current period.
Accounting policies related to IFRS-9 are stated in the note 3.2. The Company has recorded net expected credit loss of
Rs 80.20 million which was adjusted against unappropriated profit as expiained below.
Original N Carrying Cartying Effect on 01
o ew
classification classification amount amount January
Financial Assets as at 31 S — ason 31 as on 01 2023 0n
December IFR‘; 9 December January Retained
2022 2022 2023 Earnings
Financial Assets : e (Rupees in '000) --memeeeememe =
Cash and balances with treasury bank LR AC 371,319 371,319
Balances with other banks LR AC 77,866 77,866 -
Lending to Financial Institutions HTM AC 3,800,000 3,799,903 97
Govemment Securities AFS AC 19,922,378 19,922,378 -
Non-Government Securities HTM AC 115,741 115,736 5
Government Securities AFS FVTOCI 83,671,051 83,671,051 -
Non-Government Securities AFS FVTOCI 2,096,086 2,095,078 1,008
Listed equities AFS FVTOCI 361,639 361,639 -
Listed equities AFS FVTPL 515,163 515,163
Listed equities HFT FVTPL 4,952 4,952 -
Associates HTM AC 1,500 1,500 -
Advances HTM AC 9,742,795 9,663,711 79,084
Other assets AC AC 3,382,153 3,382,153 -
Financial Liabilities :
Borrowings HTM AC 113,480,048 113,480,048
Deposits and other accounts HTM AC 5,627,397 5,627,397 -
Other liabilities OFL AC 1,471,979 1,471,985 6
80,200
-"LLR" is loans and receivables
-"AC" is amortised cost
- "AFS" is available for sale
-"MFT"is held for trading
- "FVTPL" is fair value through profit or loss
- "FVTOCI" is fair value through other comprehensive income
- "OFL" is other financial liabilities
- "HTM" is held to maturity
3.2 IFRS 9 Financial Instruments

IFRS 9 brings fundamental changes to the accounting for financial assets and to certain aspects of accounting for
financial liabilities. To determine appropriate classification and measurement category, IFRS 9 requires all financial
assets, except equity instruments to be assessed based on combination of the entity’s business model for managing the
assets and the instruments' contractual cash flow characteristics. The adoption of IFRS 9 has also fundamentally

&changed the impairment method of financial assets with a forward-looking Expected Credit Losses (ECL) approach.
‘.‘ ,'



Changes to classification and measurement

The SBP's measurement categories of financial assets (fair value through profit or loss (FVTPL), available for sale (AFS},
held-to-maturity and amoitised cost) have been replaced by:

- Debt instruments at amortised cost;

Debt instruments at fair value through other comprehensive income (FVTOCI), with gains or losses recycled to profit
or loss on derecognition;

Equity instruments at FVTOCI, with no recycling of gains or losses or profit or loss on derecognition;
- Financial assets at FVTPL.

The accounting for financiai Eabilities remains largely the same as it was previously in place.

Under IFRS 9, the classification of the financial assets is based on Ilwo criteria: the Company’s business model for
managing the assets; and whether the instruments’ contractual cash fiows represent ‘solely payments of principai and
interest’ on the principal amount outstanding (the ‘SPPI criterion’).

The assessment of the Comgany's business models was made as of the date of initial application, 1 January 2023, and
then applied retrospectively to those financial assets that were not derecognised before 1 Januaiy 2023, The assessment
of whether contractual cash flows on debt instruments are solely comprised of principal and interest was made based on
the facts and circumstances as at the initial recognition of the assets.

Under SBP regulations, the Company’s equity investments (excluding investment in associates) are classified in the
available-for-sale categoiy. Under IFRS 9, Company has elected to classify a portion of these securities at fair value
through profit or loss due to the Company's intention to hold these for realising capital gains while the other securities
have been classified at fair value through other comprehensive income.

Impairment

The adoption of IFRS 9 has fundamentally changed the Company’s accounting for impairment losses for financial assets
by replacing SBP’s incurred loss approach with a forward-locking expected credit loss (ECL) approach. IFRS 9 requires
the Company to record an aliowance for ECLs for all loans and other debt financial assets not held at FVTPL. ECLs are
based on the difference between the contractual cash flows due in accordance with the contract and all the cash flows
that the Company expects o receive. The shortfall is then discounted at an approximation to the asset’s originat effective
interest rate,

For debt financial assets, the ECL is based on the 12-month ECL. The 12-month ECL is lhe portion of lifetime ECLs that
results from default events on a financial instrument that are possible within 12 months after the reporting date. However,
when there has been a significant increase in credit risk since origination, the allowance will be based on the lifetime ECL..
The Company has established a policy to perform an assessment, at the end of each repoiting period, of whether a
financial instrument’s credit risk has increased significantly since initial recognition. The details of the impairment
approach adopted by the Company is included in the advances policy to the annual audited financia! statements.

The adoption of the ECL requirements of IFRS 9 resulted in increases i impairment allowances of the Company’s debt
securities.
Cash and cash equivalents

Cash and cash equivalents comprise cash and balances with treasury banks, balances with other banks and placements
with financial institutions having maturities of three (3) months or less.

Before 1 January 2023, due trom banks with fixed or determinable payments that were not quoted in an active market,
were carried at amortised cost.

From 1 January 2023 the Conipany only measures due from banks at amoitised cost if both of the following conditions are

: The financial asset is heid within a business model with the objective to hold financial assets in order to collect
contractual cash flows and

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



XG,

The details of these conditions are outlined in investment and advances policy notes beiow.

Repurchase and resale agreements

Securities sold with a simultanedus commitment to fepurchase at a specified future date (repos) continue to be
recognised in the statement of financial position and are measured in accordance with accounting policies for
investments. The counterparty liability for amounts received under these agreements is included in borrowings. The
difference between sale and repurchase price is treated as mark-up / return / interest expense and accrued over

of the repo agreement using effective yield method.

Securities purchased with a corresponding commitment to resell at a specified future date (reverse repos) are not
recognised in the statement of financial position, as ¥ie Company does not obtain control over the securities. Amounts
paid under these agreements are included in lending to financial institutions. The difference between purchase and resale
price is treated as mark-up / return / interest income and accrued over the life of the reverse repo agreement using

effective yield method.

Investments

Policy till 31 December 2022

Investments other than those categorised as held-for-trading are initially recognised at fair value which includes
transaction costs associated with the investments. Investments classified as held-for-trading are initially recognised at fair
value, and transaction costs are expensed in the statement of profit and loss account. The Company has classified it's
investments except for investments in joint venture into 'held for trading’, *held for sale' and 'held to maturity' as follows.

Held-for-trading — These are securities which are acquired with the intention to trade by taking advantage of short-term
market / interest rate movements and are to be sold within 90 days. These are carried at market value, with the related
gain / (loss) on revaluation being taken to audited annual statement of profit and loss account. The cost of acquisition of
‘dealing securities’ (i.e. listed securities purchased and sold on the same day) is not considered for calcutating the
‘moving average cost' of other listed securities (i.e. listed securities sold after the date of purchase).

Held-to-maturity — These are securities with fixed or determinable payments and fixed maturity that are held with the
intention and ability to hold to maturity. These are carried at amortised cost.

Available-for.sale — These are investments that do not fall under the held-for-trading or held to maturity categories.
Investments are initially recognised at cost being its fair value which includes transaction costs associated with the
investment. These are carried at market value except for unlisted securities where market value is not available, which
are carried at lower of cost and break-up value, if any. Surplus / (deficit) on revaluation is taken to ‘surplus / (deficit) on
revaiuation of assets’ account shown below equity. Provision for diminution in value of investments in respect of unlisted
shares is calculated with reference to book value of the same. On derecognition of guoted available-for-sale investments,
the cumulative gain or loss previously reported as 'sutplus / (deficit) on revaluation of investments' below equity is
included in the audited annual statement of profit and loss account for the year. The Company amortises the premium /
discount on acquisition of govemment securities using the effective yield method. Provision for diminution in value of
investments for unlisted debt securities is calculated as per the SBP's Prudential Regulations. The Company follows the
'Settlement date' accounting for investments. Gains and losses arising on sale of investments are recognised in audited
annual statement of profit and loss account.

Investment in subsidiary — investment in subsidiary are valued at cost less impairment, if any. Gains and losses on
disposal of investments is recognised in the statement of comprehensive income.

Policy under [FRS 9

Classification

Debt instrumente

A debt instrument is measured at amortised cost if both of the following conditions are met and the instrument is not
designated as at FVTPL:

- the asset is held within a business model whose objective is to hold assets to collect contractual cash flows; and

- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
pnncipal and interest on the principal amount outstanding.

A debt instrument is measured at FVTOCH only if it meets both of the following conditions and is not designated as at
FVTPL:
the asset is held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets; and

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



A debt instrument held for trading purposes is classified as measured at FVTPL.

In addition, on inital recognition, the Company may irrevocably designate a debt instrument that otherwise meets the
requirements to be measured at amortised cost or at FVTOC! or at FVTPL if doing so eliminates or significantly reduces
an accounting mismatch that would otherwise arise.

Business model assessment

The Company detennines its business madel at the level that best reflects how # manages groups of financial assets to
achieve its business objective.

The Company's business mode} is not assessed on an instrtument-by-instrument basis, but at a higher level of aggregated
portfalios and is based on obse:vable factors such as:

B The objectives for the portfolio, in particular, whether managenient's strategy focuses on eaming contractual
revenue, maintaining a particular interest rate profile. matching the duration of the financial assets to the duration of
the liabilities that are funding those assets or realising cash flows through the sale of the assets;

- How the perforniance of the business model and the financial assets held within that business model are evaluated
and reported to the entity's key management petsonnel,

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

- How managers of the business are compensated (for example, whether the compensation is based on the fair vaiue
of the assets managet or on the contractual cash flows collected);

- The expected frequency, value and timing of sales are also important aspects of the Company's assessment.
However, information about sales activity is not considered in isolation, but as part of an overall assessment of how
the Group's stated objective for managing the financial assets is achieved and how cash flows are realised.

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

Assessments whether contractual cash flows are solely payments of principal and interest (SPPI).

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

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

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

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

Equity instruments

On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect to present
subsequent changes in fair value in OCI. This election is made on an investment-by-investment basis.

An equity instrument held for trading purposes is classified as measured at FVTPL.



Initial Measurement

investments are initially measured at their fair value except in the case of financial assets recorded at FVTPL, transaction
costs are added to, or subtracted from, this amount.

Subsequent Measurement
Debt instruments at Amortised Cost

After initial measurement, such debt instruments are subsequentty measured ai amortised cost. Amortised cost is
calculated by laking into account any discount or premium onissue funds. and costs that are anintegral part of the EIR.

Debt instruments at FVTOC!

FVTOCI debt instruments are subsequently measured at fair value with gains and losses arising due {0 changes in fair
value recognised in OCI. Interest income and foreign exchange gains and losses are recognised in profit o loss in the
same manner as for financial assets measured at amortised cost. The ECL calculation for debt instruments at FVTOCI is
explained in advances note: below. On derecognition, cumulative gains or losses previously recognised in OCI are
reclassified from OCI to profit or loss. Debt instruments are subject to impairment under Expected Credit Loss model. The
ECLs for debt instruments measured at FVTOCI do not reduce the cariying amount of these financial assets in the
statement of financial position, which remains at fair value. Instead, an amount equal to the allowance that would arise if
the assets were measured at amortised cost is recognised n OC! as an accumulated impairment amount, with a
corresponding charge to audited annual statement of profit or loss. The accumulated loss recognised in OCi is recycled to
the statement of changes in equity upon derecognition of the assets.

Equity instruments at FYTOCI

Upon initial recognition, the Company occasionally elects to classify irrevocably some of its equity investments as equity
instruments at FVTOCI when they meet the definition of definition of Equity under IAS 32 Financial instruments:
Presentation and are not held for trading. The Company’s policy is to designate equity investments as FVTOCI when
those investments are held for purposes other than to generate investment retums. Such classification is determined on
an instrument-by instrument basis.

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

Financial assets {equity and debt instruments) at fair value through profit or loss

Financial assets (both equityand debt) at FVTPL are recorded in the statement of firancial position at fair value. Changes
in far value are recorded ir: the statement of profit and loss. Interest earned on debt instruments designated at FVTPL is
accrued in interest income, using the EIR, taking into account any discount / premium and qualifying transaction costs
being an integral part of insirument. Interest eamed on assets mandatorily required to be measured at FVTPL is recorded
using contractual interest rate. Dividend income from equity instruments measured at FVTPL is recorded in profit or loss
when the right to the payment has been established.

Reclassificatyon of financiai assets and liabilities

From 01 January 2023, the Company does not reclassify its financial assets subseguent to their initial recognition, apart
from the exceptional circumstances in which the Company acquires, disposes of, or terminates a business line.

Impairment of Investments

Impairment of debt instrument is computed using expected credit ioss model.

AN



Advances and net investment in finance lease

Advances are stated as net of provisions for bad and doubtfut debts, if any, which are charged to the audited annual
statement of profit and loss account currently. Advances are written off where there is no realistic prospect of recovery.

The Company determines the provisions against advances on a prudent basis keeping in view the stipulations of the
prudential regulations issued by the SBP. The provision is charged to statement of profit and loss account as and when
determined.

Policy under IFRS 9

From 01 January 2023, the Company only measures loans and advances at amortised cost if both of the following
conditions are met:

3 The financial asset is held within a business model with the objective to hold financial assets in order to collect
contractuat cash flows; and

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

Overview of the ECL principles

The adoption of IFRS 9 has fundamentally changed the Company'’s impairment method by replacing SBP's incurred loss
approach with a forward-looking ECL approach. From 01 January 2023, the Company has been recording the allowance
for expected credit losses for all loans and other debt financial assets not held at FVTPL, together with loan commitments
and financial guarantee contracts, in this section all referred to as 'financial instruments'. Equity instruments are not
subject to impairment under iFRS 9.

The ECL allowance is based on the credit iosses expected to arise over the life of the asset {the lifetime expected credit
loss or LTECL), unless there has been no significant increase in credit risk since origination, in which case, the allowance
is based on the 12 months' expected creditloss {12mECL} as outlined below.

The 12mECL is the postion ¢f LTECLs that represent the ECLs that result from default events on a financial instrument
that are possible within the 12 months after the reporting date. Both LTECLs and 12mECLs are calculated on either an
individual basis or a collective basis. depending on the nature of the underlying portiolio of financial instruments.

The Company has established a policy to perform an assessment, at the end of each reporting period, of whether a
financial instrument's credit risk has increased significantly since initial recognition, by considen’ng the change in the risk
of default occurring over the remaining life of the financial instrument. The Company considers an exposure to have
significantly increased in credit risk when there is considerable deterioration in the internal rating grade for subject
borrower. The Company also applies a secondary qualitative method for triggering a significant increase in credit risk for
an asset, such as moving a customei/ffacility fo the watch list, or the account becoming forborne. Regardless of the
change in credit grades, generally, the Company considers that Ihere has been a significant increase in credit risk when
contraciual payments are more than 30 days past due. However, for certain portfolios, the Company has rebutted 30 DPD
presumption based on behavioral analysis of its borrowers.

When estimating ECLs on a collective basis for a group of similar assets , the Company applies the similar principles for
assessing whether there has been a significant increase in credit risk since initiai recognition.

8ased on the above process, the Company groups its loans into Stage 1, Stage 2, Stage 3 and POCI, as described
below:

Stage 1: When ioans are first recognised, the Company recognises an allowance based on 12mECLs. Stage 1
loans also incfude facilities where the credit risk has improved and the loan has heen reclassified from
Stage 2 The 12mECL is calculated as the portion of LTECLs that represent the ECLs that result from
default events on a financial instrument that are possibie within the 12 months after the reporting date.
The Company calculates the 12mECL allowance based on the expectation of a default occurring in the 12
months following the reporting date. These expected 12-month default probabilities are applied to a
forecast EAD and multiplied by the expected LGD and discounted by an approximation to the original EIR.
This calculation is made for each of the four scenarios, as explained above.
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Stage 2: When a loan has shown a significant increase in credit risk since origination, the Company records an
allowance for the LYECLs. Stage 2 loans also include facilities, where the credit risk has improved and the
loan has been reclassified from Stage 3. The mechanics are similar to those explained above, inciuding
the use of multiple scenarios, but PDs and LGDs are estimated over the lifetime of the instrument. The
expected cash shortfalls are discounted by an approximation to the original EIR.

Stage 3 For loans considered credit-impaired, the Company recognises the lifetime expected credit losses for
these loans. The Company uses a PD of 100% and LGD is used as prescribed by the SBP under the
prudential regulation. Therefore, the stage 3 providing are aligned with regulatory requirements.

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

Loan When estimating LTECLs for undrawn loan commitments, the Company estimates the expected portion of

commitments the loan commitment that will be drawn down over its expected life. The ECL is then based on the present

and letters of  value of the expected shortfalls in cash flows if the loan is drawn down, based on a probability-weighting

credit of the three scenarios. The expected cash shortfalls are discounted at an approximation to the expected
EIR on the loan.

Financial The Company's liability under each guarantee is measured at the higher of the amount initially recognised
guarantee fess cumulative amortisation recognised in condensed interim statement of profit and loss, and the ECL
contracts provision. For this purpose, the Company estimates ECLs based on the present value of the expected

payments to reimburse the holder for a credit loss that it incurs The shortfalls are discounted by the risk-
adjusted interest rate relevant to the exposure. The calculation is made using a probabiity-weighting of
the four scenarios. The ECLs related to financial guarantee contracts are recognised within Provisions.

The calculation of ECLs

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

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

PD The Probability of Default (PD) is an estimate of the likelihood of default over a given time horizon. A
default may onty happen at a certain time over the assessed period, if the facility has not been previously

derecognised and is still in the poitfolio.

EAD The Exposure at Default is an eslimate of the exposure at a future default date, taking into account
expected changes in the exposure after the reporting date, including repaymenls of principa! and interest,
whether scheduled by contract or otherwise. expected drawdowns on committed facilities, and accrued
interest from missed payments. The maximum period for which the credit losses are determined is the
contractual fife of a financial instrument unless the Company has the legal right to call it earlier. Based on
past experience and the Company's expectations, the period over which the Company calculates ECLs
for credit card, is three years.

LGD The Loss Given Default is an estimate of the loss ariising in the case where a default occurs at a given
time. It is based on the difference between the contractual cash fliows due and those that the lender would
expect to receive, including from the realisation of any collateral. It is usually expressed as a percentage
of the EAD.

The interest rate used ta discount the ECLs is based on the effective interest rate that is expected to be charged over the
expected period of exposure to the facilities. In the absence of computation of the effective interest rate (at reporting
date), the Company uses an approximation e.g. contractual rate (at reporting date).

When estimating the ECLs, the Company considers three scenarios (a base case, an upside, a downside). Each of these
is associated with different PDs. When relevant, the assessment of multiple scenarios also incorporates how defaulted
loans are expected to be recovered, including the probability that the loans will cure and the value of collateral or the
amount that might be received for selfing the asset.



Forward looking information

Inits ECL models, the Company relies on a range of fonvard looking information as economic inputs, such as:

+ GDP growth
« Consumer Price Index

To mitigate its credit risks on financial assets, the Company seeks to use collateral, where possible. The collaterai comes
in various forms, such as cash, securities, letters of credit / guarantees, real estate, receivables, inventories and other
non-financial assets. Under IFRS 9, the Company’s accounting policy for taking benefit of collateral assigned to it
through its lending arrangements is to consider liquid collateral only. Due to the complexities involved in the Pakistan
regarding non-liquid collateral realisation and iack of historical experience to demonstrate recoveries through realisation
of such collaterals, a hair cut of 100% was used for non-figuid collateral types for stage 1 and stage 2 loans.

Write-offs

The Company’s accounting policy under IFRS 9 remains the same as it was under SBP regulations.

Forborne and modified ioang

The Company sometimes makes concessions or modifications to the original §erms of loans as a response to the
borrower’s financial difficuities, rather than taking possession or to otheiwise enforce collection of coilateral. The
Company considers a loan forbome when such concessions or modifications are provided as a result of the borrower’s
present or expected financial difficulties and the Company would not have agreed to them if the borrower had been
financially healthy. Indicators of financial difficuities inciude defauits on covenants, or significant concerns raised by the
Credit Risk Department. Forbearance may involve extending the payment arrangements and the agreement of new loan
conditions. Once the terms have been renegotiated, any impairment is measured using the original EIR as calculated
before the modification of terms. It is the Company's policy to monitor forbome loans to help ensure that future payments
continue to be likely to occur. Derecognition decisions and classification between Stage 2 and Stage 3 are determined on
a case-by-case basis. If thes2 procedures identify a loss in relation to a loan, it is disclosed and managed as an impaired
Stage 3 forborne asset unkl it is collected or written off.

From 01 January 2023, when the loan has been renegotiated or modified but not derecognised, the Company also
reassesses whether there has been a sign'ficant increase in credit risk as per Company‘s policy. The Company also
considers whether the assets should be ciassified as Stage 3. Once an asset has been classified as forborne, it will
remain forbome until all of the relevant criten'a given in the prudential regulations has been met.

Revenue recognition and other items

Policy till 31 December 2022

Dividend income is recognised when the Company'’s right to receive payment is established.
Gain on sale of securities is recognised at the time of sale of relevant securities.

Project evaluation. arrangesvient and front end fee are accounted for on receipt basis.

Income from loans, term finance cettificates, sukuks, debentures, bank deposits, government securities and reverse repo
transactions are recognised on accrual basis using the effective interest method except where recoveiy is considered
doubtful in which case the income is recognised on receipt basis.

Premium or discount on debt securities is amortised using the effective interest method and taken to statement of profit
and loss account.

The Company follows the finance method in recognising income on lease contracts. Under this method the unearned
income i.e. the excess of aggregate lease rentals and the estimated residual value over the cost of the leased asset is
deferred and then amortised over the term of the lease, so as to produce a constant rate of retum on net investment in

the lease.
Revenue recognition and other items {applicable after IFRS 9)

The Company calculates interest income by applying the EIR to the gross cariying 2mount of financial assets other than
credit-impaired assets. Whe a financial asset becomes credit-impaired and is, therefore, regarded as ‘Stage 3', the Bank
calculates interest income by applying the effective interest rate to the net amortised cost of the financial asset. If the
financial assets cures and is 1o longer credit-impaired, the Bank reverts to calculating interest income on a gross basis.
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3.4

interest income on all trading assets and financiat assets mandatorily required to be measured at FVTPL is recognised
using the contractual interest rate in net trading income and net gains / (losses) on financial assets at fair value through
profit or loss, respectively.

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

The following amendments and improvements are effective for the year ended 31 December, 2023. These amendments
and improvements are either not relevant to the Company's operations ar are not expected to have significant impact on
the Company's audited annual financial statements other than certain additional disclosures.

New or Revised Standard or Interpretation
Amendments to IAS 1 'Presentation of Financial Statements' - Disclosure of accounting policies

Amendments to [AS 8 'Accounting Policies, Changes in Accounting Estimates and Errors' - Definition of accounting

estimates
Amendments to IAS 12 Income Taxes' - deferred tax related to assets and liabilities arising from a single transaction

Amendments to 'IAS 12 Income Taxes' - Intemnational Tax reform - Pillar Two Modet Rules
Standards, interpretations of and amendments to approved accounting standards that are not yet effective

There are certain standards, amendments and interpretations with respect to the approved accounting standards that are
not yet effective and are not expected to have any material impact on the Company's financial statements in the period of

their initial application.

The following new standards and amendments to existing accounting standards will be effective from dates mentioned
below against respective standards or amendments.

Effective Date
{Annual periods beginning on
or after)
Amendments to IFRS 16° Leases' - Lease Liability in a Sale and 01 January, 2024
Leaseback
Amendments to IAS 1 'Presentation of Financial Statements' - Non- 01 January, 2024
current Liabilities with Covenants
Amendments to IAS 7 'Statement of Cash Ftows' and ‘IFRS 7 01 January, 2024
‘Financial instruments disclosures' - Supplier Finance Arrangements
Amendments to IAS 21 ‘The Effects of Changes in Foreign Exchange 01 January, 2025
Rates' - Clarification on how entity accounts when there is long term
lack of Exchangeability
IFRS 17 - Insurance Contracts (including the June 2020 and 01 January, 2026

December 2021 Amendments to iFRS 17)

Other than the aforesaid standards and amendments, the Intemational Accounting Standards Board (IASB) has also
issued the following standard which has not been adopted locally by the Securities and Exchange Commission of
Pakistan:

IFRS 1 - First Time Adoption of International Financial Reporting Standards
CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The basis for accounting estimates adopted in the preparation of these audited annual financia! statements is the same
as that applied in the preparation of the financial statements for the year ended 31 December 2022, other than those
described in note 3 and below:

Fo
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4.2

Property and Equipment

From the start of financial year 2023, the Company has adopted revaluation mode! in respect of its lease hold land and
buildings to reflect the fair value of these assets. With effect from this year, property & equipment are stated at cost,
except for land and buildings which are carried at revalued amounts, less any applicable accumulated depreciation and
accumulated impairment losses (f any)

Land and capital work-in-progress, if any, are not depreciated. Other items included in property & equipment are
depreciated over their expected useful lives using the straighi-line method. Depreciation is calculated to write down the
assets to their residual values over their expected useful lives. Depreciation on additions is charged from the month in
which the assets are available for use. The residual values, useful lives and depreciation methods are reviewed and
adjusted, if appropriate, at reporting date.

Land and buildings are revalued by independent professionally qualified valuers with sufficient regularity to ensure that
their net carrying value does not differ materially from their fair value. If an asset’s carrying value increases as a fesult of
revaluation, such increase or surplus arising on revaluation is credited to the surplus on revaluation of property &
equipment account. However, if the increase reverses a deficit on the same asset previously recognised in the statement
of profit and loss account, such increase is also recognised in the audited annual statement of profit and loss account to
the extent of the previous deficit and thereafier in the surplus on the revaluation of property and equipment account

Any accumulated depreciation at the date of revaluation is eliminated against any additional surplus on revaluation and
the net canying value is restated at the revalued amount of the asset.

Surplus on revaluation of property and equipment {net of associated deferred tax) is transferred to unappropriated profit to
the extent of the incremental depreciation charged on the related assets.

Surplus on revaluation of property and equipment (net of associated deferred tax) is transferred to unappropriated profit to
the extent of the incremental depreciation charged on the related assets.

Normal repairs and maintenance are charged to the audited annual statement of profit and loss account as and when
incurred. Major repairs and renovations that increase the useful iife of an asset are capitalised.

Gains or losses arising on the disposal of property and equipment are inciuded in the audited annual statement of profit
and loss account. Surplus on revaltuation (net of deferred tax) realised on disposal of property and equipment is
transferred directly to unappropriated profit.

Non-banking assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims are initially recorded at cost and are carried at revalued amounts
less accumulated depreciation and impairment, if any.

These assets are revalued with sufficient regularity by professionally qualified valuers to ensure that their net carrying
value does not differ materially from their fair value. An increase in the market value over the acquisition cost is recorded
as a surpius on revaiuation. A declinre in the market value is adjusted against the surplus of that asset or, if no surplus
exists, is charged to the audited annual statement of profit and loss account as an impairment. A subsequent increase in
the market value of an impaired asset is reversed through the profit and loss account up to the extent of the impairment
and thereafter credited to the surplus on revaluation of that asset. All direct costs of acquiring title to the asset are
charged immediately to the audited annuai statement of profit and loss account.

Depreciation on assets acquired in satisfaction of claims is charged to the statement of profit and loss account on the
same basis as depreciation charged on the Company’s owned fixed assets.

If the recognition of such assets results in a reduction in non-peiforming loans, such reductions and the corresponding
reductions in provisions held against non-performing loans are disclosed separately.

These assets are generally intended for sale. Gains and losses realised on the sale of such assets are disclosed
separately from gains and losses realised on the sale of fixed assets. Surplus on revaluation {net of deferred tax) realised
on disposal of these assets is transferred directly to unappropriated profit.

However, if such an asset, subsequent to Iinitial recording, is used by the Company for its own operations, the asset,
along with any related surplus, is transferred to fixed assets.
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Cash and cash equivalentss

Cash and cash equivalents compri'se cash and balances with treasury banks, balances with other banks and placements
with financial institutions having maturities of three (3) months or less.

Securities under repurchase / resale agreements

Securities sold with a simultaneous commitment to repurchase at a specified future date (repos) continue to be recognised
in #he statement of financiat position and are measured in accordance with accounting policies for investment securities
The counterparty liability for amounts received under these agreements is included in borrowings. The difference between
sale and repurchase price is treated as mark-up / retum / interest expense and accrued over the life of the repo agreement

using effective yield method.

Securities purchased with a corresponding commitment to resell at a specified future date (reverse repos) are not
recognised in the statement of financial position, as the Company does not obtain control over the sectrities. Amounts paid
under these agreements are included in lendings. The difference between purchase and resale price is weated as mark-up
/ return / interest income and accrued over the life of the reverse repo agreement using effeciive yieid method.

Leased

Assets heid under finance teases are accounted for by recording the assets and related liabilities at the amounts
determined on the basis of lower of fair value of assets and the present value of minimum lease paymen#. Finance charge
is allocated to accounting periods in a manner as to provide a constant rate on the outstanding liability. Depreciation is
charged on leased assets on a basis similar to that of owned assets.

Right of use assets (ROUA)

The Company recognises 'Right of use asset’ (ROUA) in respect of the leases measured as #he present value of the
remaining lease payments on property lease agreements and discounted using the incremental borrowing rate for the
Company. These assets are depreciated on a straight line basis over the tease term as this method most closely refiects

the expected pattern of consumption of future economic benefits. These assets are also reduced by impairment losses, if
any, and adjusted for certain remeasurements of lease liability.

Intangible asset%
Intangible assets are stated at cost less accumulated amortisation and impairment losses, if any.

intangible assets having a finite life are amoitised using the straight line method over their estimated useful lives after
taking into account the residual value, if any.

Amortisation on additions and detetions of intangible assets during the year is charged in proportion to the period of use.

Amortisation on additions in the first half of the month and disposals in #he second half of the month is charged for the
whole month whereas no amorfisation is charged on additions during the second half of the month and disposals in the first

half of the month.

Borrowings and deposi®

Borrowings and deposi® are recorded at the amount of proceeds received. Mark-up on borrowings and deposits are
charged to the statement of profit and loss account on a time proportion basis.

Staff retirement benefits

Defined benefit plan

- Gratuity Fund
The Company operates a funded gratuity scheme for all its permanent employees in accordance with the human
resource policy of the Company and terms of employment for managing director and deputy managing director.

Contributions towards defined benefit schemes are made on the basis of actuarial advice using the Projected Unit
Credit Method.

Actuarial gains or losses are recognised in accordance with the requirements of IAS-13 (Revised).

The last actuarial valuation of the scheme was carried out as at 31 December 2023. The benefit under the gratuity
scheme is payable on retirement at the age of 60 or earlier cessation of service, in lump sum
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- Benevolent Fund

The Company operates a benevolent fund scheme for its employees where equal fixed contributions are being
made by employees and the Company. Employees or their legal heirs are entitled to certain pre-defined benefits on
happening of specified events including retirement, incapacitation, marriage and death etc. as per heir entitlement.
Contributions paid by Company to the fund are included in expenses for the year.

Defined contribution plan

The Company also operates a recognised provident fund scheme for its permanent employees. Equal monthly
contributions are made, both by the Company and the employees. to the fund at a rate of 3.5 and 4 {2022: 3.5 and 4)
percent respectively and 10 percent of salary for the managing director and deputy managing director, as applicable. The
Company has no further payment obligation once the contributions have been paid. The contributions are recognised as
an expense when they are due. Prepaid contributions are recognised as an asset to the extent that a cash refund or a
reduction of the future payments is available.

Compensated absences

The liabitity in respect of compensated absences of employees is accounted for in the period in which it is earned in terms
of salary earned upto the statement of financial pasition date.

The Company recognises provision for compensated absences on the basis of actuarial valuation under Projected Unit
Credit Method. The last actuarial valuation was carried out as at 31 December 2022.

Deferred Bonus

The Company has implemented a deferred bonus policy wherein 20 percent annual bonus amount, for every year, will be
deferred and be payable over three year. The annual bonus amount, for any year must meet already approved trreshold,
and is based on Company's overall performance {(encompassing individual business lines assessed through respective
departmental key performance indicators KPIs). A separate Bonus Pool is created from the Profit before Tax. The
Company sets aside a percentage of this profit before tax as the Combined Bonus Pool for all Employees (permanent and
contractual) including the material risk takers {MRTs), material risk . controller/isk controllers {MRCs/RCFs). The
performance bonus of Material Risk Takers (MRTS). is subject to appropriate risk adjustments, with the objective to limit
performance bonus for excessive risk taking. Company's Risk adjusted Remuneration Framewcri« is based on the following

comoonents:

Risk profiling;
- Identification of risk takers, risk controllers and others;
- Materiality assessment; and

. Risk adjustments (including deferment and malus).

The deferred amount has been invested and will continue to be reinvested in debt securities untl paid to the eligible
employees.

Functional and presentation currency

items included in the financial statements are measured using the currency of the primary economic environment in which
the Company operates. These financial statements are presented in Pakistani Rupee, which is the Company’s functional
and presentation currency.

Foreign currencies

Foreign currency transactions during the year are recorded at the rates prevailing on the date of transaction. Monetary
assets and liabilities in foreign currencies are translated into Pakistani Rupee at the rates of exchange prevailing on the
reporting date. Exchange gains and losses are included in the statement of profit and loss account. Non-monetary items
that are measured in terms of historical cost denominated in a foreign currency are wranslated using the exchange rate at
the date of the transaction.

Commitments for letters of credit and letters of guarantee denominated in foreign currencies are expressed in Rupee terms
at the rates of exchange prevailing at the statement of financial position date.
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Revenue recognition

Revenue is recognised to the extent that the economic benefits associated with a transaction will flow to the Company and
the revenue can be reliably measured.

Dividend income is recognised when the Company's right to receive payment is established.
Gain on sale of securities is recognised at the #ime of sale of relevant securities.
Project evaluation, arrangement and front end fee are accounted for on receipt basis.

Income from loans, term finance cettificates, sukuks, debentures, bank deposits, government securities and reverse repo
transactions are recognised on accrual basis using the effective interest method except where recovery is considered
doubtful in which case the income is recognised on receipt basis.

Premium or discount on debt securities is amortised using the effective interest method and taken to the statement of profit
and loss account.

The Company follows the finance method in recognising income on lease contracts. Under this method the uneamed
income i.e. the excess of aggregate lease rentals and the estimated residual value over the cost of the leased asset is
deferred and then amortised over the term of the lease, so as to produce a constant rate of returii on net investment in the

lease.

Taxation
Current

The charge for current taxation is based on taxable income at the current rates of taxation after taking into account the tax
credits and tax rebates available, if any.

Deferred

The Company accounts for deferred taxation using the liability method on temporary differences arising between the tax
base of assets and liabiliies and their cariying amounts in the financial statements. The amount of deferred tax provided is
based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities using the
applicable tax rates. A deferred tax asset is recognised only to the extent that it is probable that future taxabie profits will be
available and the credits will be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

Impairinent

The carrying amounts of the Company's assets are reviewed at each statement of financial position date to determine
whether there is any indication of impairment. If such indication exists the assets‘ recoverable amount is estimated. An
impairment loss is recognised whenever the carrying amount of the asset exceeds its recoverable amount. Impairment
losses are recognised in the statement of profit and loss account.

Provisions

Provisions are recognised when the Company has a present legai or constiuctive obligation as a result of past events, and
it is probable that an outflow of resources embodying economic benefits will be required to settie the obligation and a
reliable estimate can be made of the amount of obligation.

Provision against identified non-funded iosses is recognised when intimated and reasonabie certainty exists for the
Company to settle the obligation. The provision is charged to the statement of profit and loss account net of expected
recovery and the provision is ciassified under other liabiiities.

Provisions are reviewed at each statement of financial position date and are adjusted to refiect the current best estimate.

Dividend and reserves

Dividend declared and appropriations, except for transfer of statutory reserve, made subsequent to the repoiting date are
recognised as liability and recorded as changes in reseives respectively in the period in which these are approved by the

directors / sharehoiders as appropriate.
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4.18

4.19

4.20

Earnings / (loss) per share

The Company presents basic and diluted eamings per share (EPS) for its sharehoiders. Basic EPS is calculated by
dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary
shares outstanding during the year. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary
shareholders and the weighted average number of ordinary shares outstanding for the effects of alt dilutive potential
ordinary shares, if any

Segment reporting

An operating segment is a component of the Company that engages in business activities from which it may earn revenues
and incur expenses; whose operating results are regularly reviewedby the entity’s chief operating decision maker to make
decisions about resources to be allocated to the segment and assess its performance and for which discrete financial
information is available.

The Company's primary format of reporting is based on its business segments for which individual business strategies are
formulated based on Company's overall business strategy and implementation plan.

Business segments

Following are the main segments of the Company:

tnvestment Banking & Syndicated Undertakes syndicated arrangements for loans, advances. fease financing,

Arrangements advisory services, mergers & acquisitions and other such corporate
investment banking transactions.

Treasury Undertakes Company's fund management activities through leveraging and
investng in liquid assets such as short term placements, government
securities and reverse repo activities. It carries out spread based acftivities

in #he interbank market and manages the interest rate risk exposure of the
Company.

Capital Market Undertakes trading and investment primarily in listed securities with an aim
to eam trading gains from market fluctuation and to hold securities for
dividend income and price appreciation in the form of capital gain.

Corporate, Commercial & SME Undertakes bilaterat arrangements for loans, advances, lease financing,

SME & Retail finance activities via bills discounting, business loans against
mortgaged property, auto-lease financing and consumer financing.

Geographical segments

The geographical spread of Company's operations is limited to Pakistan only.
Borrowing cost

Borrowings are recorded at the proceeds received.

Boirrowing costs are recognised as an expense in the period in which these are incurred except where such costs are
directly attributabte to the acquisition, construction or production of qualifying asset in which case such costs are
capitalised as part of the cost of that asset.

Deposits and their cost
Deposits are recorded at the fair value of proceeds received.
Deposit costs are recognised as an expense in the period in which these are incurred using effective mark-up / interest

FINANCIAL RISK MANAGEMENT

The financial risk management objectives and policies adopted by the Company as disclosed in note 42 of the financial
statements are consistent with those disclosed in the financial statements for the year ended 31 December 2022 other
than those due to adoption of IFRS 8.
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8.1

8.2

Note 2023 2022

------- (Rupees in '000) -------
CASH AND BALANCES WITH TREASURY BANIKS

In hand
Local currency 6 6
Foreign currency 8,455 6,791
8,461 6,797
With State Bank of Pakistan in .
Local currency current account 6.1 263,355 363,260
With National Bank of Pakistan in
Local currency current account 846 1,262
272,662 371,319

This represents current account maintained for minimum cash reserve required to be maintained with the State Bank of Pakistan
in accordance with its requirements of BSD Circular No. 04 dated 22 May, 2004.

Note 2023 2022
------- (Rupees in '000) -------

BALANCES WITH OTHER BANKS

In Pakistan
In current accounts 45,757 14,984
In deposit accounts 71 149,012 62,882
194,769 77,866
Less: credit loss allowance - -
194,769 77,866

The return on these balances ranges from 14.50 to 20.50 (31 December 2022: 8.25 to 14.50) percent per annum.

Note 2023 2022
------- (Rupees in '000) -------
LENDINGS TO FINANCIAL INSTITUTIONS

Call / clean money lending 8.1.1 30,567 3,830,567 -
Less: credit loss allowance (30,567) (30,567)
Lending to financial institutions - net of provision - 3,800,000

Particulars of lending

In local currency - 3,800,000

Call / clean money lending included term deposit receipts carry markup rates during the year at 15.10% to 23.50% (31 December
2022: 16.70 % to 17.40 %) percent per annum. These were matured during the year (31 December 2022: 25 January 2023 and
25 April 2023).

Lending to FIS - Particulars of credit loss allowance 2023 2022
Credit loss
Lending allowance Lending Provision held
held
{Rupees in '000)
Domestic
Performing Stage 1 - - 3,800,000 -
Under performing Stage 2 . - - -
Non-performing Stage 3
Substandard - = - 3
Doubtful -J - - -
Loss ¢ 3 30,567 30,567 30,567 30,567
30,567 30,567 30,567 30,567

Total 30,567 30,567 3,830,567 30,567
Overseas

.

The Company does not have any overseas lending during period ended 31 December 2023 (31 December 2022: Nil).



9.

9.1

INVESTMENTS

Investments by type:

Classified / Measured at amortised cost

Federal goverment securities
Provincial govemment securities
Shares

Non Government debt securities
Foreign securities

Classified / Measured at FVOCI!

Federal government securities
Provincial government securities
Shares

Non government debt securities
Foreign securities

Classified /! Measured at FVPL

Federal government securities
Provincial govemment securities
Shares

Non government debt securities
Foreign securities

Associates

FTC Management Company Limited

Unlisted ordinary shares

Kamoki Energy Limited

(Joint Venture under Liquidation)

Unlisted ordinary shares
Unlisted preference shares

Kamoke Powergen (Pvt.) Limited

Unlisted ordinary shares

Total

2023
Fair Va.lue ! Creditloss Surplus/ | Carrying
amortised .
allowance (deficit) value
cast
(Rupees in '000)
21,913,890 - - 21,913,890
6,366 (6,366) -
21,920,256 (6,366) - 21,913,890
329,607,109 - 293,133 329,900,242
385,201 - {5,666) 379,535
2,457,237 (437,594) 629 2,020,272
332,449,547 (437,594) 288,096 332,300,049
64,328,951 - 20,754 64,349,705
9,485 - 1,550 11,035
64,338,436 - 22,304 64,360,740
500 - - 500
404,867 (404,867) - -
300,000 (300,000) - -
1,000 - - 1,000
706,367 (704,867) - 1,500
419,414,606 (1,148,827) 310,400 418,576,179




2022

Cosf ! Provision for Surplus / Carrying
amortised ST .
diminution (deficit) value
cost
- (Rupees in '000)
Held-for-trading securities
Federal government securities . - - -
Shares - listed 5,395 - (443) 4,952
5395 - (443) 4,952
Available-for-sale securities
Federal government securities 105,639,836 - (2,046,407)| | 103,593,429
Shares - listed and unlisted 1,416,484 (292,360) (247,322) 876.802
Non government debt securities 2.440,034 (323.656) (20.292) 2,096,086
109,496,354 (616.016)  (2,314,021) 106,566,317
Held-to-maturity securities
Non government debt securities 122,107 | | (6,366)] | - 115,741 |
122,107 (6,366) - 115,741
Associates
FTC Management Company Limited
Unlisted ordinary shares 500 - - 500
Kamoki Energy Limited
(Joint Venture under Liquidation)
Unlisted ordinary shares 404,867 (404,867) -
Unlisted preference shares 300,000 (300,000)
Kamoke Powergen (Pvt) Limited
Unlisted ordinary shares 1,000 1.000
706,367 (704,867) - 1,500
Total 110,330,223 (1,327,249) (2.314,464) 106,688,510
Name of investee Holding 2023 2022 2023 2022
% Shares Cost
FTC Management Company Limited ~-a(NUMbers)—— —-(Rupees in 000)---—-
{CEO - Mr. Kaleem Shaikh)
Unlisted ordinary shares 9.10% 50,000 50,000 500 500
Kamoki Energy Limited (under liquidation)
Uniisted ordinary shares 50% 50,000,000 50,000,000 404,867 404,867
Unlisted preference shares 100% 30,000,000 30,000,000 300,000 300,000
Kamoke Powergen (Private) Limited
{CEO - Mr. Farcog Mughal)
Unlisted ordinary shares 20% 100,000 100,000 1,000 1,000
706,367 706,367




9.2, Investments by segments

2023
:niro\:zl:: dl Credit loss Surplus / Carrying
' aflowance (deficit) value
cost
Note (Rupees in '000)
Federal government secttrities:
Market Treasury Bills* 141,509,005 - 5,440 141,514,445
Pakistan Investment Bonds 274,340,945 . 308,448 274,649,393
415,849,950 - 313,887 416,163,837
Shares:
Listed companies 394,686 - (4,116) 390,570
Unlisted companies ** - . . -
394,686 - (4,116) 390,570
Non government debt securities
Listed 9.268&9.27| 1,140,476 {123,189) (1,506) 1,015,781
Unlisted 1,323,127 (320,771) 2,135 1,004491
2,463,603 (443,960) 629 2,020,272
Associates
FTC Management Company Limited
Unlisted ardinary shares 9.24 500 - - 500
Kamoki Energy Limited
(Joint Venture under Liquidation)
Unlisted ordinary shares 9.2.2 404,867 (404,867) - -
Unlisted preference shares 9.23 300,000 {300,000) - .
Kamoke Powergen (Pvt.) Limited
Unlisted ordinary shares 9.25 1,000 - - 1,000
706,367 (704,867) - 1,500
Total 419,414,606 (1,148,827) 310,400 418,576,179

*The deferred bonus related to eligible employees, invested in market treasury bilils was matured during the year (31
December 2022: Rs. 4.705 miillion) whilst its related income has been recorded in other liabilities.

*“Unlisted Company sharss includes fully provided shares of Agro Danes Limited and Pakistan textile City Limited
amounting to Rs. 2.03 million and Rs. 50 miilion respectively. On the adoption of IFRS-9 the impairment is adjusted
against the cost of such shares.

(Y]



Federal government securities:

Market Treasury Bills
Pakistan investment Bonds
Shares:
Listed companies
Unlisted companies
Non government debt securities
Listed
Unlisted
Associates

FTC Management Company Limited
Unlisted ordinaty shares

Kamoki Energy Limited
{Joint Venture under Liquidation)
Unlisted ordinary shares

Unlisted preference shares

Kamoke Powergen (Pvt.) Limited
Unlisted ordinary shares

Total

9.2.1 Investments given as collateral

Market Treasury Bills
Pakistan Investment Bonds

%

2022

Cost/

amorl'sed ULl Surplus / Carrying value
diminution {deficit) ying
cost
- (Rupees in '000)
33,739,007 . (11,256) 33,727,751
71.900.829 (2,035,151) 69.865.678
105,639,836 - (2,046,407) 103,593,429
1,369,578 (240,059) (247,765) 881,754
52,301 (52.301) - -
1,421,879 (292,360) (247,765) 881,754
695,587 (22,387) (15,850) 657,350
1.866.554 {307,635) (4,442) 1,554,477
2,562,141 (330,022) (20,292) 2,211,827
500 - 500
404,867 (404,867) - .
300,000 (300,000) -
1,000 - - 1,000
706,367 (704,867) - 1,500
110,330,223 (1,327,249) (2,314,464) 106,688,510
2023 2022

----—- (Rupees in '000) -------

140,146,217 32,825,049
268,185,919 67,773.333
408,332,136 100,598,382




9.2.2

9.2.3

9.2.4

9.2.5

9.2.6

9.2.7

This represents 50% shureholding in the ordinary shares (Rs.10 each) of Kameki Energy Limited (KEL), which has
been fully provided. The Company was established in 2009 in Pakistan. The book value represents cost of investment
amounting to Rs. 500 million less share of loss on interest in joint venture amotinting to Rs. 95.133 million upto 30

June 2012.

These represent preference shares amounting to Rs. 300 million which are cumulative, conveitible, redeemable and
non-participatory carryinng dividend at the rate of 17% per annum having face value of Rs.10 each. These were
redeemable within four years of the allotment date. If preference shares are not fully redeemed by the issuer in this
time period, the remaining part along with the unpaid dividend thereon would be convertible at the option of preference
shareholder at par vaiue of Rs.10 into ordinary shares ranking pari passu in all respects with the ordinary shares
except for participation in dividend / bonus distribution for the period for which preference share dividend has been

paid.

It includes unlisted ordinary shares of FTC Management Company (Private) Limited. FTC Management Company
(Private) Limited was incorporated in Pakistan. It is engaged in managing, operating and maintaining building housing
offices with the name Finance and Trade Cenlre (FTC) for the mutual benefits of ils owners and thus providing a
nucleus for all joini and common services which are available in the FTC situated in Karachi.

The Company established a whoily owned subsidiary named Kamoke Powergen (Private) Limited in Pakistan with a
paid-up capital of Rs. 5 million representing 500,000 ordinary shares of Rs. 10 each. KPL. was established as a Special
Purpose Veliicle (SPV) to obtain power generation license from NEPRA to increase the saléability of assets of KEL..
$BP's approval was obtained for the formation of KPL which was granted vide letter No. BPRD/RFD/27366/16 dated
16 November 2016. In 2020, the Company disposed off its major shareholding and management control, therefore, the
subsidiary has become an associate.

It includes an investment in listed term finance certificates (TFC) amounting to Rs. 398.568 million comprising 79,955
units. During last quarter of the 2018, upon maturity, the issuer informed investors the status of minimum capital
requirements and its pending merger with and into another Bank. As a restult, issuer could not make the final payment
of its mark-up and entire principal amount. Consequently, an extraordinary meeting of the TFC holders was held on 19
November 2018 wherein the majority of the TFC holders agreed to extend the maturity date of the TFC Issue for a
period of one year (27 QOctober 2019) on the existing termis and conditions as the counter party invoked the lock-in
clause governed by clause 4.1.1 of the 'Declaration of Trust' to hold the payment till the minimum capital requirement is
met. The clause is maridatorily invoked for the time being until proposed merger; however, the pending merger was
called off and the Bank started working to resolve the issue. Therefore, another extraordinary meeting of the TFC
holders was held on 20 November 2019 wherein, considering the developments, the majority TFC holders agreed to
extend the maturity of the TFC Issue for a period of another one year on the same terms.

Considering the delay in iesolution, the TFC holders again agreed to extend the maturity period for another year
ending 27 October 2023 so the Bank could finalise new arrangement with the investors for equity injection. The Bank
acknowledges the debt anc related mark-up as payable on the TFC issue.

Considering the continuous effort and developments, every year SBP gives its final approval for the preceding year
and a separate in-principal approval for the curreni extended period. in 2023, the Bank has announced that a key
milestone relating to equity injection from the foreign investor has been completed. In this regard, EOGM of the Bank
held on 16 January 2023 atsthorised the equity injection.

The management has evaluated overall situation vis-a-vis 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 minimum capital requirements. However, management has considered a provisioning of Rs.
100.954 million prudently based on subjective review on the said TFC, in these financial statements.

It also includes an investment in term finance certificates (TFC) amounting to Rs. 99.920 million on which the
Company had taken a provision of Rs. 11.209 million based on market price in prior period. During the last year, the
issuer Bank could not make the payment of installment due to non-comptiance with minumum capital requirements.
The issuer Bank of the TFC had submitted a pian approved by their Board for additional equity to address the Capital
Adequacy Ratio (CAR) zird MCR position.

In this regard, the management of the Company, keeping in view the legal opinion which does not consider the delay in
payment as an event of default due to the lock-in-clause, has evaluated overall situation vis-a-vis 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 operaloi:s while the payment is delayed due to minimum capital requirements and CAR position.
However, management has prudently considered further provisioning of Rs. 44.0 million based on subjective review on
the said TFC, in these financial statements.
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9.3.21
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Particulars of credit loss allowance

Investments - exposure

Opening balance

New Investments

Investments derecognised or repaid
Transfer to Stage 1

Transfer to Stage 2

Transfer to Stage 3

Amounts written off / Charged off
Other changes

Clousing balance

Investments - credit loss allowance

Opening balance
Credit loss allowance due to adoption of IFRS-8
charged to opening retained earnings

New Investments

Investments derecognised or repaid
Transfer to Stage 1

Transfer to Stage 2

Transfer to Stage 3

Amounts written off { charged off
Changes in risk paramelers
Changes

Closing balance - Current year

Opening balance

2023

Reversal of provision he!d against shares on adoption of IFRS -9
Reversal of provision held against associates on adoption of IFRS - 9

Adjusted opening balance of credit loss allowance

Opening balance

Charge / reversals
Charge for the year
(Reversal) / charge on disposals

Closing balance

Stage 1 Stage 2 Stage 3
cmoemasesimea—e (RUpees in '000) —---veeommn--
1,689,828 553,500 318,813
1,137,587 = A

(904,249) 5 -
72344 (55,000) (17,344)
305,682 (55,000) (17,344)
(317.611) - (14,265)
1,677,899 498,500 287,204
2023
Stage 1 Stage 2 Stage 3
~-eem——neemee (Rupees In '000) -eeeeeem —
9321 11,209 318,813
226 786 -
499 e -
(24) . -

55 (62) (17,344)
530 (62) (17,344)
(166) 144 233

- - (14,265)
590 156,166 287,204

2023
Rupees in 000
1,327,248
(292,360)
(704,867)
(997,227)
330,022
2022
Rupees in 000
1.378,756
34613
(86,120)
{51,507)
1,327,249




9.3.3

9.4

9.4.1

Particulars of credit loss allowance against debt securities

Category of classification

Domestic

Performing Stage 1
Underperforming Stage 2
Non-Performing Stage 3

Substandard

Doubtful

Loss

Category of classification

Other assets especially mentioned
Substandard*

Doubiful

Loss

Quality of securities

Details regarding quality of securities are as follows:

Federal Government Securities - Government guaranteed
Market Treasury Bills
Pakistan investment Bonds

Pakistan Investment Bonds

Floater

2023

Outstanding Creditloss
amount allowance

---—- (Rupees in '000) «=—

1,677,899 590
498,500 156,166
287,204 287,204
287.204 287,204

2,463,603 443,960

2022
Classified Provision

- (RUpees in ‘000) ~—----

99,920 11,209

318,813 318,813
418,733 330,022
Note 2023 2022
Cost

--- (Rupees in ‘000) -~

141,509,005 33,739,007
9.4.1 274,340,945 71,900,829

415,849,950 105,639,836

These Pakistan Investment Bonds carty interest rate ranging from 21.33 to 23.48 (31 December 2022: 15.59 to 16.97)
percent per annum. Effective yield on investment ranges from 22.43 to 24.19 (31 December 2022: 16.11 to 17.95)
percent per annum maturing latest by November 2031 (31 December 2022: August 2029). These are held by the SBP

and are eligible for rediscounting.

Fixed

These Pakistan Investment Bonds carry interest rate ranging from 9.50 to 10.00 (31 December 2022: 9.50 to 10.00}
percent per annum, Effective yield on investment ranges from 8.25 to 11.51 (31 December 2022: 8.25 to 11.51)
percent per annum and will be maturing latest by September 2029 (31 December 2022: September 2029). These are

held by the SBP and are eligible for rediscounting.

Provincial government securities - government guaranteed

The Company does not have any invesiment in provincial govemment guaranteed securities (31 December 2022: Nil).



9.4.2

9.4.21

9.4.211

9.4.2.2

9.4.22.1
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9.4.3.1

9.4.3.2

2023 2022
Cost Sector wise Cost Sector wise
Shares os: exposure 0st expostre
{Rupees in '000) {°%) {Rupees in '000) (%)
Listed companies
- Fertilizer 112,356 28.47 257,124 18.77
- Commercial banks 64,205 16.27 266,286 19.44
- Financial services 15,010 3.80 70,231 513
- Chemicals - . 6,480 0.47
- Non life insurance 9,485 240 70,359 514
- Foad & Personal care products - - 37.832 276
- Pharmaceuticals - . 7,030 0.51
- Cement - - 65,208 4.76
- Automobile - 66,779 4.88
- Properties . 7.635 0.56
- Technology & communication - . 5,395 0.39
- Textile - - 56,123 4.10
- Power generation & distribution 47,635 12.07 109,085 7.96
- Engineering 58,486 14.82 87,011 6.35
- Oil & gas 87,509 22.47 229,659 16.77
- Cable & electrical goods - - 27,339 2.00
394,686 1,369.576
The nominal value of eazh share held in a listed company is Rs.10 per share as at 31 December 2023 and 31
Cecember 2022.
2023 2022
Unlisted companies (% holding) Cost Breakup Cost Breakup
value value
(Rupees in '000) (Rupees in '000)
Agro Dairies Limited * B ° 2,303 °
CEO - Mr. Mukhtar Hussain Riavi
Pakistan Textile City l.imited ** 4% - 50,000
CEO - Mr. Muhammad Hanif - e o .
- 52,303
394,686 1,421,879

* Under litigation

=* Latest financial statements of Pakistan Textile City Limited are not available. The Company was under liquidation
however, Ministry of Commerce & Textile vide letter F.5(7) TID/18/Dev-li daled 24 April 2019 has stopped the
process of liquidation and is working on a business plan for submission to ECC.

The nominal value of each share held in an unlisted company is Rs.10 per share as at 31 December 2023 and 31
December 2022.

2023 2022
Cost
--— (Rupees in "000) +---—-
Non government debt securities
Listed
A+ 491,379 -
A 216,620 274,620
CCC and below 398,580 398,580
Unrated 33,897 22387
1,140,476 695,587
Unlisted
AA+ 200,000 200,000
AA 100,000 100,000
A+ 100,000 244244
A 93,884 435,222
A- 133,333 200,000
AA- - 120,000
BBB+ - 55,000
Unrated 689,544 || 389,981
1.316,761 1,744 447
2,457,237 2,440,034




2023

2022

94.4 Equity securities ------- (Rupees in '000} ------
9441 Listed
Habib Bank Limited - 33915
MCB Bank Limited 44,055 100,661
Bank Alfalah Limited 20,150 68,510
The Bank of Punjab - 16.580
Pakistan Stock Exchange - 8,530
Agritech Limited - 139,527
Fauji Fertilizer Company Limited 112,356 147,597
Dawood Hercules Corporation Limited 15,010 40,487
Pakistan Reinsurance Company Limited - 9,090
Adamjee Insurance Company (.imited - 31,325
{GI holdings Limited 9,485 29,944
Ghandhara Tyre & Rubber Company Limited - 6,906
The Organic Meat Company Limited - 20,752
TPL Properties Limited - 7,635
Nishat Mills Limited - 34,743
Agha Steel Industries Limited - 21,759
Avanceon Limited 5,395
Pakistan Petroleum Limited - 70,267
Pakistan State Qil 87,509 87.508
Waves Singer Pakistan Limited - 13,997
Meezan Bank Limited - 46,620
Arif Habib Limited - 21,214
Nimir Resins Limited - 6,480
Honda Atlas Cars (Pak.istan) Limited - 26,720
Pak Suzuki Motor Company Limited - 33,152
Attock Cement Pakistan Limited - 21,462
DG Khan Cement Company Limited - 43,746
Pak Elektron Limited - 13,342
GlaxoSmithkline Pakistan Limited - 7,030
Interloop Limited - 21,380
Hub Power Company Limited - 73,619
Kat Addu Power Company Limited 47,635 35,466
Intemationat Industries Limited 38,187 38,187
Al Shaheer Corporation Limited - 17,080
International Steel Limited 20,300 27,066
Qil & Gas Development Company Limited - 71,884
394,686 1,369.576
9.4.4.2 Unlisted - at cost
Agro Dairies Limited - 2,303
Pakistan Textile City Limited - 50,000
- 52,303
394,686 1,421,879
9.5 Particulars relating to securities classified Under ‘Held to Collect' model
2023 2022
Cost
«-----(RUpees in'000) —--—
9.5.1. Non government debt securities
Unlisted
A+ z -
A - 115,741
Unrated 6,366 6,366
6,366 122,107

9.5.11.  The carrying value of securities classified as held-to-maturity as at 31 December 2023 is approximate to their fair
values due to the shorter tenure of these securities.
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ADVANCES

Loans, cash credits, running finances, etc.

Advances - gross

Credit loss allowance against advances

-Stage 1
-Stage 2
-Stage 3

Advances - net of provision

Loans
Net investment in finance lease
Staff loans

Consumer loans and advances

Long-term financing of export oriented projects

(LTF-EOP)
Long-term financing facility (..TFF)

Refinance scheme for payment of wages and

salaries

Temporaiy economic relief facility {TERF})

Advances - gross

Provision against advances
- Specific

- General

Performing_ i _bjpl_'l Performing Total
2023 2023 2023
iRupees i '000)
9,331,181 1,885,043 11,216,224
9,331,181 1,885,043 11,216,224
34,224 34,224
21,912 21,912
- 1,175,167 1,175,167
56,136 1,175,167 1,231,303
9,275,045 709,876 9,984,921
Performing Non Performing Total
2022 2022 2022
{Rupees in '000)

7,864,888 1,105,603 8,970,491
116,078 146,654 262,732
149,123 - 149,123

3,213 31,773 34,986

- 60,179 60,179
666,532 - 666,532
93,893 - 93,893
690,587 - 690,587
9,584,314 1,344,209 10,928,523
- 1,185,680 1,185,680

48 - 48

48 1.185,680 1,185,728
9,684,266 158,529 9,742,795




10.1 Includes net investment in finance iease as disclosed below:
2023
Later than one
B and less than Total
one year .
five years
(Rupees in ‘000) -
Lease rentals receivable 164,082 173,729 337,811
Residual value 58,532 - 58,532
Minimum lease payments 222,614 173,729 396,343
Financial charges for future periods 55,067 76,205 131,272
Present value of minimum lease payments 167,547 97,524 265,071
2022
Later than one
DL ey and less than five Total
year
years
{Rupces in '000)
Lease rentals receivable 242178 24788 266,966
Residual value 58,532 19,150 77682
Minimum lease payments 300,710 43938 344648
Financial charges for futur2 periods 79,584 2,331 81,915
Present value of minimum lease payments 221,126 41,607 262,733

10.1.1 The Company has entered into lease agreements with various companies for lease of vehicles and plant and
machinery. The amounts recoverable under these arrangements are receivable by the year 2024 and carry mark-up at
rates ranging between 24,11 to 26.35 (31 December 2022: 16.56 to 20.99) percent per annum. in respect of the
aforementioned finance leases, the Company holds an aggregate sum of Rs. 58532 million {31 December 2022: Rs.
77.682 million) as security deposits on behalf of the lessees which are included under ‘other liabilities’.

2023 2022
---- (Rupees in '000) ----

10.2 Particulars of advances (Gross)

11,216,224 10,928,523

In local currency




10.2

10.3.1

10.3.2

10.3.3

Particulars of credit foss altowance

Advances - Exposure
Gross carrying amount - Cuirent year

New Advances

Advances derecognised o repaid
Transfer to Stage 1

Transfer to Stage 2

Transfer to Stage 3

Amounts written off / charged off
Changes

Closing balance - Current year

Advances - Credit loss allowance

Opening balance
Credit loss allowance due to adoption of IFRS-9
charged to opening retained earnings

New advances

Advances derecognised or repaid
Transfer to stage 1

Transfer to stage 2

Transfer to stage 3

Amounts written off / charged off
Changes in risk parameters
Other changes

Closing balance

Opening balance

Charge for the year

Less: Reversal during the year
Netcharge / (reversal) for the year
Less: Amounts written off

Closing balance

Advances - Credit loss allowance details Internat /
External rating / Stage ciassification

Outstanding gross exposure
Performing - Stage 1

Under Performing - Stage 2
Non-performing - Stage 3
Substandard

Doubtfut

Loss

Total

Corresponding ECL
Stage 1 and stage 2
Stage 3

2023

Stage 1 Stage 2 Stage 3
——ssmeeeee {RUpEES iN "000) =on-venom e
7,592,999 1,989,705 1,345,819

3,097,113 120,000 -

(1,755,344) (443,198) (17,784)
329,653 (37,454)| | (292,199)
(570,175) 570,175 -
{512,500) (380,625) 893.125
588,747 (171,102) 583,142

(525,818} (143,350) {43.918)

7,655,928 1,675,253 1,885,043

Stege 1 Stage 2 Stage 3

p “ 1,185,728
4,944 74,140 -
3,484 99 -

(535) (322) (281,707)
24,059 (27) (24,032)
(547) 547 .

(1,168) {17,918} 19,086

25,293 (17,621)  (286,653)
3,987 (34,607) 276,092
34,224 21,912 1,175,167

2022

Specific General Total

—-—-———— (Rupees in '000)

1,147,510 53 1,147,563
100,000 - 100,000
(61,830) (5) (61,835)

38,170 (5) 38,165

1,185,680 48 1.185,728

2023

Stage 1 Stage 2 Stage 3

sennmenemionsee-e (RUPEEE iN 000) moresemvmcencnna-

7,655,928 - -

- 1,675,253 -

. = 503,125

- 570,000

- 5 811,918

u - 1,885,043

7.655,928 1,675,253 1,885,043

34,224 21,912 -
- - 1,175,167
34,224 21,992 1,175,167




10.4

10.5

10.5.1

10.6

S

Advances include Rs.1,885.043 million (31 December 2022' Rs.1,344.209 million) which have been placed under non-

performing status as detailed below:~

Domestic

Other Assets Especially Mentioned (OAEM)
Substandard

Doubtful

Loss

Overseas

2023 2022
. . Non
Non performing Credit loss performing Provision
loans allowance T

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

—— (Rupees in '000) -—---

503,125 125,781 = ~

570,000 296,000 200.000 100,000

811,918 753,386 1,144209 1085680
1,885,043 1,175,167 1344209 1,185,680

The Company does not have any overseas advances during the period ended 31 December 2023 (31 December 2022 :

Nil).

Parti'culars of provision against advances

Opening balance
Provision due to adoption of IFRS-8 charged to
opening retained eamings

Charge for the period / year
Reversal

Amounts written off
Amounts charged off - agriculture financing

Closing balance

Opening balance

Charge for the year

L.ess: Reversal during the year
Net charge / (reversal) for the year
Less: Amounts written off

Closing balance

Particulars of credit foss allowance against advances

in local currency
In foreign currency

In locai currency
In foreign currency

2023
Stage 3 Stage 2 Stage 1 Total
Rupees in 000
1,185,728 - - 1,185,728
- 74,140 4,944 79,084
295,1?’ 3,188 31,530 |[ 329,896
(305,739) (55,416) (2,250} | (363,405)
{10,561) (52,228) 29,280 (33,509)
1,175,167 21,912 34,224 1,231,303
2022
Specific General Total
e (Rupees in '000) ———---—-
1,147,510 53 1,147,563
100,000 - 100,000
(61,830) (5) (61,835)
38,170 (5) 38,165
1,185,680 48 1,185,728
2023
Stage 1 Stage 2 Stage 3 Total
Rupees in 000 -
34,224 21,912 1,175,167 || 1,231,303
34,224 21,912 1,175,167 1,231,303
2022
Specific General Total
mmmmm (Rupees in '000) ~—e—-——-
1,185,680 48 || 1,185,728
1,185,680 48 1,185,728

The provision against non-pesforming advances includes an impact of Forced Sale Value (FSV) benefit amounting to Rs.
Nil (31 December 2022: Nil) in respect of consumer financing and Rs. 58.532 million (31 December 2022: Rs. 58.532
million) being security deposit in respect of lease financing. The FSV benefit recognised under the Prudential Regulations
is not availabie for the distribution of cash or stock dividend to the shareholders. Further, SBP through its letter no.
OSED/SEU-05/041(01)-12/2218/2012 dated 26 December 2012 had stipulated that no dividend, cash or kind, shall be
paid out of the benefits realised through the relaxations allowed therein.
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Note 2023 2022
~—-n- {Rupees in ‘000) -——~—

PROPERTY AND EQUIPMENT
Capital work-in-progress 11.1 6,987 2,084
Property and equipment 11.2 1,293,769 66,788
1,300,756 68,872
Capital work-tn-progress
The Company has capital work-in-progress in relation to Water sprinkler sysiem to be installed at Office Building.
Propeity and equipment
2023
Buliding Electrical,
Lease- onlLease Residence a‘::;gi):?t::e office and Vehicles Vehicles Total
holdland hoidland  (11.2.7) computer (11.2.7)
{Office) equipment

{Rupees {n ‘000)

At 1 Januaiy 2023

1,952 88,432 11,363 69,181 56,475 35,010 79,424 341,837
(712)  (60,845) (10,887)  (51,639)  (45934) (25,609) (79,423) (275,049)

Cost

Accumulated depreciation
Net book vatue 1,240 27,587 476 17,542 10,541 9,401 1 66,788

Year ended 31 December 2023

Opening net book value 1,240 27,587 476 17,542 10,541 9,401 1 66,788
Additions - - - 1,128 5,803 330 43,271 50,532
Movement in surplus on assets - 900,315 349,356 - - - - 1,249,671

revalued during the year
- - - (587) (271) - - (858)

Disposats
(22) (44,213) (1,404) (4,444) (5,100) (3,959) (13,222) (72,364)

Depreciation ¢charge
Closing net book value 1,218 883,689 348,428 13,639 10,973 5,772 30,050 1,293,769

At 31 December 2023
1,952 988,747 360,719 68,562 61,164 35,277 122,695 1,639,116

Cost
Accumuiated depreciation (734) (105.058) (12,291)  (54.923) (50,191) (29,505) (92,645) (345,347)
Net book vaiue 1,218 883,689 348,428 13,639 10,973 5,772 30,050 1,293,769
-~ 4%}
Rate of depreciation 1.1 28-5 45-5 15-25 10 - 30 25 33.33
]




11.21

11.2.2

1.23

11.2.4

11.25

11.2.6

11.27

2022

Building on Furniture Electrical,

Lease Residence and office and . Vehicles
T
hold land  “€35€P0ld o9y fixtwe  computer | VECIES  (4327) TOW
land (Office) .
equipment
(Rupees in '000)
At 1 January 2022
Cost 1,952 88,432 11,363 65,251 52,621 34984 88,656 343259
Accumulated depreciation (690) (58,195)  (10.787) (46.910)  (41,581) (20,292) (68328) (246.783)
Net book value 1,262 30,237 576 18,341 11.040 14,692 20,328 96,476
Year ended 31 December 2022
Opgr!ing netbook value 1,262 30,237 576 18,341 11,040 14,692 20328 96476
Additions . - . 4,123 4,000 74 - 8,197
Disposals - - - (193) (146) (48) (9.232)  (9.619)
Depreciation charge (22) (2.650) (100) (4,729) {4.353) (5.317) (11,095) (28,266)
Other adjustments / transfers - - & - = - A 3
Closing net baok value 1.240 27.587 476 17,542 10.541 9,401 1 66,788
At 31 December 2022
Cost 1.952 88,432 11,363 69,181 56,475 35,010 79424 341837
Accumulated depreciation (712) (60.845) (10.887) (51,639)  (45,934) (25,609) (79.423) (275.049)
Netbook value 1,240 27,587 476 17,542 10,541 9,401 1 66,788
(%)
Rate of depreciation 1.11 5 5 15-25 10 - 30 25 33.33

Assets shown above in fixed assets do not include any items underfinance [ease arrangement (31 December 2022: Nil).

The propetties of the Company were revalued by independent professional valuers. The revaluation was carried out by M/s. MYK
Assaciates and M/s. K.G. Traders dated 27-March-2023. The tota! revaluaton amounts to Rs.1,277.1 million. Forced Sale Value of
these properties amounts to Rs.1,026.4 million. (31 December 2022: Nil). Had there been no revaluation, the carrying value of land
and buildingat 31 December 2023 would have been Rs.28.5 million.

Furniture and fixture includes house hold furnishing items provided to employees under the human resource policies of the
Company.

During the year, following items have been disposed off to related parties of the Company:

Description Cost Accum!ﬂa‘ted Net book Sale lV.lode of Particulars
depreciation value proceeds disposal of purchaser
---------- =e----- (RuPees in '000) ~—--—~———--

Key Management Personnel

House hold furnishing items 327 109 218 218 Company Mr. Suneel Kumar Dhanwani
Palicy

House hold farnishing items 366 366 - - Company Mr. Kashif Shabbir
Policy

House hold furnishing items 516 312 204 204 Company Mr. Syed Ghazanfar Ali
Policy

4,209 787 422 422

The transfer of title to leasehold land and building thereon in respect of the Company's premises at the Finance and Trade Centre,
Karachi in favour of the Company is pending.

Assets having cost of Rs.143.004 million (31 December 2022: Rs.134.505 miliion) are fully depreciated, however, these assets are
still in use.

The Managing Director (MD) and Deputy Managing Director (DMD) are entitled for the fully furnished accommodation and company
maintained cars as per their terms of appoin¥nent.
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INTANGIGLE ASSETS

intangible assets - computer software

Intangible Assets - Computer Software

At 1 January 2023
Cost
Accumulated amortisation and impairment

Net book value

Year ended 31 December 2023
Opening net book value
Additions:

- directly purchased

Amortisation charge

Closing net book value

At 31 Decembert 2023
Cost
Accumuiated amortisation and impairment

Net book value

Rate of amoxtisation

Usefud life

At 1 January 2022
Cost
Accumulated amortisation and impairment

Net book value

Year ended 31 December 2022
Opening net book value
Additions:

- directiy purchased

Amortisation charge

Closing net book value
At 31 December 2022
Cost

Accumulated amortisation and impairment
Net book value

Rate of amortisation

Usefu! life

Mote 2023 - 2022
---- (Rupees in ‘000} -«-

12.1 961 452

2023
- (Rupees in '000}

9,177
(8,725)
452

452
791

(282)

961

9,968
{2,007)

961

--- (No.of Years)--
5

2022
~ (Rupees in ‘000)

9,019
(8,046)

973

973

158
(679)

452

9.177
(8.725)
452
2022
(%)
20
- (No.of Years)—
5

Intangible assets having cost of Rs. 8.435 million (31 December 2022: Rs.6.007 million) are fully depreciated, however,

these intangible assets are slill in use.
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14.1

14.2

14.21

DEFERRED TAX ASSETS At 1 January Recngnised Recognised De::n::her
2023 in P&L Alc in OCl
2023
—————~ (Rupees in '000)
Deductible temporary differences on
- Post retirement employee benefits 7,202 (1,268) - 5,934
- (Surplus) / deficit on revaluation of investments- FVOCI 301,305 - (337,239) (35,934)
- {Surplus) / deficit on revaluation of investments - FVFPL - {2,788) - (2,788)
- Accelerated tax depreciation (886) (7,363) - {8,249)
- Credit loss allowance against advances, off balance sheet etc. 77,568 3,507 - 81,075
* Minimum Tax liabitity u/s 113 - 671,123 - 671,123
- Net investment in finance lease 15,442 {13,707) - 1,735
400,631 649,504 (337,239) 712,896
Taxable temporary differences on
- Surplus on revaluation of Progerty and equipment - 1 - ||  (256,839)] | (256,839)
400,631 649,504 (594,078) 456,057
2022
, " Recognised  Recognised At 31 Dec
At Jn 2022 Sbe) A in OCI 2022
~—-r———-— (Rupees in ‘000}
Deductibie temporary differenc'es on
- Post retirement employee benefits 6,542 660 - 7.202
- Deficit on revaluation of investments 355.969 - (54.664) 301,305
- Accelerated tax depreciation 4,141) 3.255 - (886)
- Provision against advances, off balance sheet etc. 77.568 - - 77.568
- Net investment in finance lease (1,142) 16,584 - 15,442
434,796 20,499 (54.664) 400,631

2023

As at 31 December 2023, the Company has available credit loss altowance for advances, investments and other assets amounting to
Rs. 367.227 miltion (31 December 2022: Rs.1,449.522 miltion). However, the management has prudently recognised the deferred tax
asset, if any, only to the extent given above based on the absorption / admissibility of tha same as forecasted in the projections

approved by the Board of Directors. Moreover, no deferred tax asset has been recognised on unused tax losses.

Note 2023 2022
— (Rupees in ‘'000) -
OTHER ASSETS
tncome / mark-up accrued in local currency of provision 10,547,862 2,048,004
Advances, deposit, advance rent and other prepayments 86,242 89,247
Advance taxation (paymenis lese provisions) 4,497,950 1,291,668
Staff retirement gratuity - asset 34.4 E 6,832
Other receivables 13,262 8,451
15,145,316 3,444,202
Less: Credit loss allowance held against other assets 143 {62,230) (62,049)
Other assets - (net of credit loss allowance) 15,083,086 3,382,153
Non-banking assets acquired in satisfaction of claims - held for sale 14.2.1 214,827 158,086
Market valuation of non-banking assets acquired in satisfaction of claims has been disclosed I: note 14.2.1
2023 2022

Non-banking assets acquired in satlsfaction of clalms - held for sale -— (Rupees in '000) —
Opening balance 158,086 814,645
Revaluation 58,234 -
Disposals - (1,021,274)
Depreciation (1,493) -
Reversal/ (credit loss allowarice} - 364,715
Closing balance 214,827 158.086

_——— e —Y——————————

This Includes non-banking assets acquired under satisfaction of claim in relation o KEL's exposure. These remaining assets comprise
of land measuring 14.125 acre and building structure situated at Kamoki, District Gujranwala. Funjab, Pakistan. The power plant had
already been disposed off in the year 2022.

On 1 January 2023, the managsment conducted a revaluation of the asset, with the rew valuation performed by M/s. MYK Associates
Private Limited. The market value of these assets amounted to Rs. 216.320 miillion, while the forced sale value stood at Rs. 173.056
million. The surplus resulting from the revaluation of these non-banking assets has been accounted for i these f:nancial statements

according to the accounting policy outlined in note 4.2.



14.2.2 Loss on digposal of non-hanking assets acquired in satisfaction

14.3

14.31

15

151

(a)

{b)

of claims

Disposal proceeds

less

- Cost

-~ Impairment / depreciation
- Others

Loss

Credit loss allowance iield against other asset%

Advances, deposits, advance rent and other prepayments

Non banking assets acguired in satisfaction of claims

Movement in credit loss allowance held against other assets

Opening balance
Charge for the year
Reversals

Closing balance

EORROWINGS

Secured
Borrowings from State Bank of Pakistan under:

Long-term financing facility (LTFF)

Refinance scheme for payment of wages & salaries

Temporary economic relief facility (TERF)
Repurchase agreement borrowings - Repo
Borrowings from financial institutions

Total secured
Unsecured
Clean borrowings
Bai Muajjal

This includes borrowings from State Bank of Pakistan as under:

Note

15.1¢a)

15.1 ({b)

15.1{c)
15.2
15.3

15.4

2023

2022

- {Rupees in ‘000} -...

. 1.000,000
- (1.021 274,
- (145,299
- (1,166,573)
- (166573)
$2,230 62.049
- (364,715)
62,230 (302,6686)
62,049 58,407
181 3,642
62,230 62,049
2023 2022

----{Rupees in '000)--

655,782 190,400

- 118,250

576,583 1,098,613
414,390,090 68,489,737
3,899,000 35,157,333
419,421,455 105,054,333
3,930,000 5,939,000
1,040,148 2,486,715
424,391,603 113,480,048

The Company has entered into agreements for financing with State Bank of Pakistan (SBP) for long term financing facility
{L.TFF) to customers. According to terms of respective agreements, SBP has the right to receive outstanding amount from
the Company at the date of maturity of finances by directly debiting current account maintained by the Company with the
SBP. Such financing cany interest at the rate of 7.00 to 10.00 (31 December 2022: 7.00 to 10.00) percent per annum.

The Company has enteréd into agreements for financing with State Bank of Pakistan (SBP) for refinance scheme for
payment of wages & salaries to customers. According to terms of respective agreements, SBP has the right to receive
outstanding amount from the Company at the date of maturity of finances by directly debiting current account maintained by
the Company with the SBP. Such financing carry Nil (31 December 2022: Nil) percant per annum interest for all types of

eligible borrowers that are on active tax payer ist.



{c)

15.2

15.3

{a)

(b}

15.4

15.5

16

16.1

The Company has entered into agreements for financing with State Bank of Pakistan {SBP) for temporary economic relief
facility (TERF). According to terms of respective agreements, SBP has the right to receive ouistanding amount from the
Company at the date of maturity of finances by directly debiting current account maintained by the Company with the SBP.
Such financing carry 1.00 {31 December 2022: 1.00) percent per annum.

The Company has arranged borowings from various financial institutions against sale and repurchase of Govermment
Securities amounting to Rs.414,390.10 million. The outstanding facilities as at statement of financial position date are due
for maturity on various dates latest by 26 January 2024 (31 December 2022: 24 February 2023). The rate of mark-up on
these facilities range from 22.04 to 23,00 {31 December 2022 15.22 to 16.22) percent per annum.

This includes borrowings from financial institutions as under:;

Rs. 3,700.00 million {31 December 2022: Rs. 4,958.333 miliion) representing long term borrowings from certain financial
insfitutions which are secured by way of first hypothecation charge over assets of the Company with 30 percent margin on
the facility amount. They carry mark-up rates of 3 months KIBOR plus 0.60 and 6 months’ KIBOR plus 0.25 percent to 0.45
percent per annum payable on semi-annual basis (2022: six months KIBOR plus 0.25 percent to 0.60 percent per annum
payable on semi-annuat basis). As at 31 December 2023, the applicable interest rates wese 21.73 to 23.47 (31 December
2022: 15.74 to 17.65) percent per annum. These borrowings are due for maturity tatest by December 2026 (31 December
2022; December 2024).

This represents shoit term bomrowings funning finance) amounting to. Rs.199 million {31 December 2022: Rs.199 million)
from financial institution for the period ranging from ovemight to 12 months. They caay mark-up rate of three months KIBOR
plus 1.50 (31 December 2022: 3 months KIBOR plus 1.50) percent per annum. The borrowing is secured by way of
hypothecakon on all present and future assets of the Company with 30 percent margin.

This represents financing through unsecured Bai Muajjalfrom a financial institution due for repayment latest by 18 February
2024 (31 December 2022: 03 March 2023). The rate of mark-up on this facility ranges from 22.10 to 22.10 (31 December
2022: 16.60 to 17.35) percent per annum.

2023 2022
--—-(Rupees in '000) ---

Particulars of borrowings with respect to currencies
In local currency 424,391,603 113.480,048

DEPOSITS AND OTHER ACCOUNTS

2023 2022
in local In foreign iniocal In foreign
I Total
currency currency Tota currency currency
(Rupees in '000j ~-
Customers
Certificate of Investment 6,803,687 - 6,803,687 5627,397 - 5627.397

The profit rates on these Ceriificates of investment {CQOls) range from 21.00 to 23.4G (31 December 2022: 11.05 to 17.20}
percent per annum. These COls are due fof maturity on various dates latest by 30 October 2024 (31 December 2022 4
January 2023).

2023 2022
--- (Rupees in '000) ---

Composition of deposits

- Individuals 151,530 142,051
- Govemment {Federal and frovincial) 4,000,008 4,423,413
- Private sector 2,652,149 1061933

6,803,687 5,627,397
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17.2

18

1841

18.2

18.3

\";

OTHER LIABILITIES

Mark-up / Return / Interest payable in local currency
Accrued expenses

Advance payments

Employees' compensated absences

Staff retirement gratuity - liability

Credit loss allowance against off-balance sheet obligations
Security deposits against iease

Note 2023 2022
---- (Rupees in '000) ----

6,524,098 1,069,378

560,748 296,157
3,500 3500
21,648 25,262
344 4,508 -
17.2 16 -
58,532 77.682

7,373,050 1,471,979

This is based on actuarial valuation carried out as of 31 December 2023 for reguiar employees and MD & DMD of the

Company.

Credit loss allowance afainst off-balance sheet obligations

Opening balance
Exchange adjustment

Charge for the year
Reversals

Amount Written off
Closing balance

SHARE CAPITAL
Authorised Share Capital

2023 2022
--—(number of shares)----

1000000 1000000 Ordinary shares of Rs.10.000 each

Issued, subscribed and paid up share capital

2023 2022
---{number of shares)~--
Ordinary shares

671,836 671,836  Fully paid in cash
142,342 142,342 Issued as bonus shares

814,178 814,178

2023 2022
---- (Rupees in '000) --—

16

16

2023 2022
~—-~ (Rupees in ‘000) ----

__10.000.000_ _ 10000000
2023 2022

---- {Rupees in '000) ----

6,718,360 6,718.360
1.423.420 1,423,420

8,141,780 8,141,780

Government of Pakistan and State of Libya hold 407,089 each (2022: 407,089 each) ordinary shares of the Company

through their representatives (MoF/SBP and LAFICO) as at31 December 2023.
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Note
SURPLUS / (DEFICIT) ON REVALUATION OF ASSETS

Surplus / (deficit) on revaiuation of

- Debt securities measured at FVTOCI

- Equity securities measured at FVTOCI

- Property and equipment

- Non-banking assets acquired in satisfaction of claims

Deferred tax on surplus / {deficit) on revaluation of:

- Debt securities measured in FVTOCI

- Equity securities measured in FVTOCI

- Property and equipment

- Non-banking assets acquired in satisfaction of claims

Surplus on revaluation of property and equipment
Surplus on revaluation of property and equipment as at 01 January 2023
Recognised during the year

Realised on disposal during the year

Transferred to unappropriated profil in respect of incremental depreciation
charged during the year

Surplus on revaluation of property and equipmenl as at 31 December 2023

Less. related deferred tax liability on:

- revaiuation as at 01 January 2023

-~ revaluation recognised during the year

- surplus realised on disposal during the year

- incrementai depreciation charged during the year

Surplus on revaluation of non-banking asse# acquired in satisfaction of claims
Surplus on revaluation asat 01 JSanuary 2023
Recognised during the year

Realised on disposal during the year

Transferred to unappropriated profit in respect of incremental deprecialion
charged during the year

Surplus on revaluation as at 31 December 2023

CONTINGENCIES AND COMMITMENTS

-Guarantees 201
-Commitments 20.2
-Super tax contingency 20.3.12

-Other contingenl liabifities

Guarantees:
Financial guarantees 2011
Performance guarantees 2011

2023

2022

— {Rupees In ‘000) —

293,761 || (2.066.699)
(5,666) (247,322)
1,205,763 .
56,741 :
1,550,599  (2,314.021)
(36,642) 257837
708 43,468
(256,839) .
(292,773) 301,305
1,257,826  (2.012,716)
1,249,671 "
(43,908) .
1,205,763 ,
269,573 .
(12,733) .
256,839 -
948,924 -
58,234
(1,493)
56,741 -
893,215 882,959
7,886,721 3,552,489
62,900 .
242,577 348,141
9,085,413 4,783,589
841,120 841.120
52.095 41,839
893,215 882,959




20.1

20.2

20.2

20.3

20.3

A

.2

A

20.3.2

20.3.3

\ \

2

This represents the guarantees issued on behalf of Kamoki Energy Limited (KEL), a joint venture. In 2012, a decision
was announced by Supreme Couit of Pakistan (Court), in which all contracts of Rental Power Projects (RPPs) were
declared {o be illegal and void ab initio and as a result of which the guarantee remained inoperative. Consequently,
there cannot be any exposure of the Company under the same. The Company shall not disclose relevant balances
upon dissolution of KEL Company.

Note 2023 2022
— {Rupees in '000} -—-

Commitments:
Documentary credits and short-term trade-related transactions
- leiters of credit 1,300,000 350,000
Commitments for acquisition of:
- intangible assets 708 708
Other commitments 20.2.2 6.586.013 3,201.781

7.886.721 3.552.489

Other commitments
Commitments to extend credit 3,276,357 3,195,364
Commitmentis against other seivices 3,309,656 6.417

6,586,013 3,201,781

Other contingent liabilities

In financial year 2014, the Company received the appeal effect orders with respect to the Appeilate Tribunat Inland
Revenue (ATIR) orders dated 20 February 2013 in relation to tax years 2004, 2005, 2006 and 2008 where the
outcome was in favour of the Company in relation o issues of loans and advances written-off, apportionment of
expenditure and loans to executives/ofiicers and the resulting refunds were adjusted against the tax liability for the tax
years 2009 and 2010. Based on the decision of ATIR, overall resulting relief and brought forward losses, there was
‘nil’ additional tax liabitity remaining for tax years 2009 and 2010. In June 2015, the Additional Commissioner Inland
Revenue issued orders under section 221/124 of the ITO for the tax years 2003 to 2010 to give the appeal effect of
the ATIR order. Upon Company's rectification application, a rectified order was issued which resulted in a refund of
Rs.122.777 miilion in tax year 2010. The Tax department has filed the references before High Court of Sindh against
the order of ATIR.

Forthe tax year 2011, Deputy Commissioner Inland Revenue (DCIR) vide order dated 30 August, 2013 passed under
section 122(1) read with section 177 of Income Tax Ordinance (ITO) issued the amended assessment order and
raised a demand of Rs.84.382 million. The demand mainly pertains to additions made for apportionment of expenses
to dividend income/capital gains/(losses), disallowance of interest payable on accrual basis, provision for loans and
advances and loss on termination of leased assets etc. The Company filed a refund claim of Rs.70.53 million for the
tax year 2011 through a revised tax retumn. The Company filed an appeal with Commissioner Inland Revenue Appeals
on 14 October 2013. The CIR (A) disposed the appeal vide his order No. 22 dated 26 December 2016. In relation to
the said appeal, CIR (A) confirmed the {reaiment of DCIR on certain issues, whiist few matters were decided in favour
of the Company. Therefore, an appeal before ATIR to contest various treatments adopted in the above mentioned
order issued by CIR(A) has been filed in addition to a rectification application on 02 March 2017. The appeal is
pending before ATIR and has not been fixed yet.

For the taxyear 2013, the Company received a tax demand of Rs.24.300 million on 11 November 2014 vide order
under section 122 (5A) of the ITO. Against this order, rectification application was filed vide letter T-2798/2012 dated
12 December 2014 wherein it has been highlighted that the issue of apportionment of expenditure against dividend
income and capital gain has been decided in favour of the Company by ATIR. Also, the Tax department did not
consider the payment of tax of Rs.13.47 million. In June 2015, a rectification order under section 221 of the ITO was
passed by the Additional Commissioner Inland Revenue to give effect of apportionment of financial charges and tax
credits. Consequently the tax department revised its tax demand and reduced it to Rs.13.198 million. The Company
filed an appeal with Commissioner Inland Revenue Appeals (CIRA) on 22 December 2014, The CIR (A) disposed the
appeal vides his order No. 23 dated 26 December 2016. In relation to the said appeal, the CIR (A) confirmed the
treatment of the ACIR on certain issues whilst few matters were decided in favour of the Company. Therefore, an
appeal before ATIR o contest various treatments adopted in the above mentioned order issued by CIR(A) has been
filed on 2 March 2017 in addition to a rectification application on 02 March 2017. The appeal is pending before ATIR
and has not been fixed yet.
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For the tax year 2014, the ACIR passed an order wherein tax demand of Rs.57.866 million was raised, disaliowing the
provision for non-performing loan and advances, apportionment of financial and administrative expenses against
dividend income and capiial gain, penalty impcsed by the State Bank of Pakistan, {reated the expenditure incurred on
piivately placed TFCs as capitai expenditure and charged WWF. The Company filed an appeal with Commissioner
Inland Revenue Appeals (CIRA) on 22 November 2016. The CIR (A) disposed the appeal vides his order No. 13
dated 16 January 2017. In relation to the said appeal, the CIR (A) confirmed the treatment of the ACIR on ceitain
issues whilst few matters were decided in favour of the Company. Therefore, an appeal before ATIR to contest
various treatments adopted in the above mentioned order issued by CIR(A) has been filed on 02 March 2017. The
appeal is pending before ATIR and has not been fixed yet.

For the tax year 2015, the ADCIR passed an order wherein tax demand of Rs.46.669 million was raised, disallowing
the provision for non-performing advances, write off against KSE-TREC and loss on sale of non-banking assets,
apportioned the financial and administrative expenses against dividend income and capital gain, disallowed penalty
imposed by the State Bank of Pakistan and treated the expenditure incurred on privately piaced TFCs as capital
expenditure, whilst treatment on certain maiters were decided in favour of the Company. Therefore, an appeal before
CIR(A), to contest various tieatments adopted in the above mentioned order issued by ADCIR, has been filed on 16
Aprit2019. The appeal has been heard and the order is pending.

For the tax year 2016, the ADCIR passed an order u/s 122(5A) wherein tax demand of Rs. 102.965 mitlion was
raised, disallowing the provision against non performing advances, loss on sale of non-banking assets, 2xpenses for
privately placed TFCs and the penalty imposed by the State Bank of Pakistan. Further, ADCIR ailocated the
expenditure on gross receipts basis to capital gain and dividend income. Therefore, an appeal before CIR(A), to
contest the various adverse treatments adopted in the above mentioned order issued by ADCIR, has been filed on 25
March 2021. The CIR(A) vide his order dated 06 April 2023, confirmed the treatrnent of the ADCIR on certain issues.
Therefore, an appeat before ATIR to contest various treatments adopted in the above mentioned order issued by
CIR(A) has been filed on 03 June 2023. The appeal is pending before ATIR and has not been fixed yet.

For the tax year 2017, the DCIR passed an order under section 122(1)/ (5) of the Ordinance on September 30, 2019.
As a result, there is no change in the tax liability, however, loss declared as per return Rs.611.559 million reduced to
Rs.133.227 million. In the order passed, DCIR disallowed the provision for non-peiforming advances, apportioned the
financial and administrative expenses against dividend income and capital gain, disallowed board meeting expenses
and treated expenditure incurred on privately placed TFCs as capital expenditure. Therefore, an appeal before
CIR(A), to contest the various treatments adopted in the above mentioned order was filed. The CtR(A) vide his order
No. 29 dated 27-01-2021, confirmed the treatment of the DCIR on ceitain issues whilst few matters were decided in
favour of the Company. Therefore, an appeal before ATIR to contest various treatments »f the DCIR upheld by CiIR(A)
has been filed on 31 March 2021 before the Appellate Tribunal Inland Revenue, Karachi (ATIR). The appeal is
pending before ATIR and has not been fixed yet.

For the tax year 2018, the ADCIR passed an order u/s 122(5A) wherein tax demand of Rs. 31.948 million was raised
disallowing the provision against non performing advances, provision against other assets, other charges (KEL).
expenses for privately placed TFCs and the penalty imposed by the State Bank of Pakistan. Further, ADCIR
allocated the expenditure on gross receipts basis to capital gain and dividend income. Therefore, an appeal before
CIR(A), to contest various adverse treatments adopted in the above mentioned order issued by ADCIR, has been
filed on 25 March 2021. The CIR(A) vide his order dated 06 April 2023, confirmed the treatment of the ADCIR on
certain issues whilst few matters were decided in favour of the Company. Therefore, an appeal before ATIR to contest
various treatments adopted in the above mentioned order issued by CtR(A) has been filed on 03 Jun 2023. The
appeal is pending before ATtR and has not been fixed yet. Fuither, a rectification application has been filed; after due
rectification the outstanding demand will be eliminated and there will be a refund of Rs. 23.021 million.

For the tax year 2019, the ADCIR passed an order u/s 122(5A) wherein ADCIR determined refund of Rs. 62.551
miflion. In the said order ADCIR disallowed the apportionment of expenses, provision against non performing
advances, other charges (KEL), other admissible deduction (lease finance income), actuarial loss on defined benefit
plan and tax loss on sale of assets. Consequently, the loss of Rs. 180.126 million as per return has reduced to Rs.
52.527 million. Therefore, an appeal before CIR(A), to contest the various adverse treatments adopted in the above
mentioned order issued by ADCIR, has been filed on 07 April 2023. The appear is pending and has not been fixed
yet.



20.3.10 For the tax year 2020, the ADCIR passed an order u/s 122(5A) wherein ADCIR determined refund of Rs. 78.275

20.3.11

20.3.12
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million. In the said order ADCIR disallowed the provision against non performing ardvances, other charges (KEL), other
admissible deduction (lease finance income) and tax loss on sale of assets. Consequently, the loss of Rs. 361.600
million as per return has reduced to Rs. 271.639 million. Therefore, an appeal before CIR(A), to contest the various
adverse treatments adopted in the above mentioned order issued by ADCIR, has been filed on 07 April 2023. The
appeal is pending and has not been fixed yet.

No provision has been made in these audited annual financial statements in respect of above mentioned matters as
the management is hopeful of a favourable outcome on these matiers considering the appellate history and tax
advisor's opinion.

The Company, through its lawyer, has challenged in Sindh High Court (SHC) section 2(g)(V), 5(3), 5(4) and 6(1) of the
Sindh Workers Welfare Fund Act, 2014 to be unlawful and void ab initio. The Court as an interim measure passed the
order that no coercive action shall be taken against the Company till next date of hearing as suit No 610/2017, in
which almost 20 Financial Institutions have filed a Composite Suit challenging the same law, requires hearing. Pak
Libya has also filed an appeal on 2 March 2017. At period end, the outcome was still pending.

As per the criteria outlined for high-earned income under section 4C of the Income Tax Ordinance 2001 (ITO), as
amended by the Finance Act 2022 and further refined via the Finance Act 2023 wh|ch obhgates a super tax ||ab|I|ty on
taxable i income before adjustmg for brought forward Iosses SR R . A

was ruled that non-consideration of brought forward losses and unabsorbed ‘depreciation in taxatle income is ultra
vires, and struck down..Thus, the matter of levy of super tax is currently sub-judice before the Supreme Court of
Pakistan. It is pertinent to mention that the Islamabad High Court has granted interim relief to all petitioners, allowing
for the adjustment of brought forward losses with taxable income when calculating super tax liability.

However, considering the judgment ofthe lslamabad ngh Couri in WP No. 4027 of 2022 dated 18 (%it -2023, wherein it

Therefore, in light of that determination of the company's super tax liability remains uncertain. This decision is due to
the utilization of brought forward losses from the years 2022 (Rs. 105 million) and 2023 (Rs. 543 million), which have
been adjusted against the taxable income for the tax year 2024. Consequently, the company's taxable income does
not exceed the minimum threshold of Rs. 150 million.

2023 2022
Note e (Rupees in '000) ----
MARK-UP/ RETURN / INTEREST EARNED
Loans and advances ’ _‘ : 1,804,522 888,049
Investments A " 67,406,110 6,686,403
Lendings to financial institutions 176,588 522,474
Balance with banks ; : 13,848 7,007
Others ' E -
' ' 69,401,068 8,103,933
Interest income (calculated using effective interest
rate method) recognised on:
Financial assets measured at amortised cost 5,801,190 1,470,985
Financial assets measured at fair value through OClI 63,599,878 6,632,948
MARK-UP/ RETURN / INTEREST EXPENSED
Deposits 1,161,337 635,317
Borrowings . 66,867,710 7,470,450
68,029,047 8,105,767
FEE AND COMMISSION INCOME
Credit related fees 30,547 26,904
Commission on guaraniees 2,929 3,838
33,476 30,742
LOSS ON SECURITIES -NET
Realised ] 241 - (76,137) (34,409)
Unrealised - Measured a; FVPL 91 22,304 (443)

(53,833) (34,852)




2023 2022

Note ~—as {FtUpees in ‘000) -~~~
241 Reatised gain ! {ioss) ui:
Federal government securities 2,393 2,990
Shares {78,530) (37.399)
(76,137) (34,403)
25 OTHER LOSS
Rent on property - .
(Loss) / Gain on sale of opetating fixed assets (141) 3,949
Loss on sale of non-banking assets - net 14.2.2 - (166,573)
Others - 7,266
(141) (155,358)
26 OPERATING EXPENSES
Totel compensation expense 26.1 536,569 376,291
Property expense
Rent and taxes 201 100
Insurance : 3,948 3,108
Utilities cost 17,840 10,297
Security (inctuding guards) 495 1,083
Repair and maintenance (including janitorial charges) 21,896 19,568
Depreciation 47,732 2,771
91,512 36.927
Information technology expenses
Software maintenance 2,406 3,165
Hardware maintenance 2,311 1,296
Depreciation 3,952 3,021
Amortisation 282 679
Network charges 2,054 1,920
Business Continuity Plan 732 732
11,736 10,813
Other operating expenses
Directors' fees and allowarices 3,750 6,150
Legal and professional charges 59,594 4,479
Outsourced services costs * 5,352 6,059
Travelling and conveyance 12,945 10,215
Depreciation 22,773 22,472
Training and development 607 17
Postage and courier charges 261 407
Communication 5,940 4,939
Stationery and printing 3,086 3,292
Marketing, advertisement & publicity 5,179 4,352
Auditors' remuneration 26.2 2,829 2,422
Board meeting expenses 3,324 2,306
Meal and business netwoiking expenses 819 1,360
Canteen expenses 1,541 1.062
Liveries and uniform - 416
Hajj expense 2,611 919
Bank charges 443 306
Miscellaneous expenses 306 14
131,358 70,187
765,177 494,218

* Total cost for theyear included in other operating expenses relating to outsourcad activities is Rs. 5.352 milfion (2022:
}’\r 5,059 million}. All payments pertains to the companies incorporated in Pakistan. These activities were not with related
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2023 2022

Note -=- (Rupees in ‘000) ----
Total compensation expenise
Managerial remuneration
i) Fixed 444,997 326,75t
of which;

a) Cash bonus / awards 33,998 5,324
Charge for defined benefit plan 34.8.1 18,657 15,025
Contribution to defined contribution plan 13,030 9,598
Rent and house maintenance 3,107 1,483
Utilities 5,271 5,194
Medical 7.763 9,013
Conveyance 1,243 2,175
Group insurance 825 654
Benevolent fund 115 115
EOBI 1,181 670
Club membership 382 289
Grand Total 530,569 376,291
Auditors' remuneration
Audit fee 1,512 1,296
Fee for other statutory cestifications 557 475
Special cettifications and sundry advisory services 390 335
Out-of-pocket expenses 369 316

2,828 2,422

The Auditors of the Company are also engaged in the audit of the Pak-Libya Holding Company (Private) Limited -
Employees' Gratuity Fund and Pak-Libya Holding Company (Private) Limited ~ Employees’ Provident Fund, However,
audit fee for both the Fu:rids amounting to Rs, 0.15 million was bome by the respective Funds (31 December 2022
Rs. 0.12 miillion).

2023 2022
Note --—- {Rupees in '000) ----
OTHER CHARGES
Arrangement fee and documentation charges 7,315 7,526
Brokerage commission 11,957 7,525
Expenses pertaining to Kamoki Energy Limited 6,196 5.167
Penalties imposed by State Bank of Pakistan 1,380 -
26,848 20,218
PROVISIONS / (REVERSALS) AND WRITE OFFS - NET
Credit loss allowance / (Reversal) against lending to financial institutions (97) s
Credit loss allowance / (Reversal) on non-banking assets acquired in
satisfaction of claims - (364,715)
Credit loss allowance / (Reversal) for diminution in value of investments 112,924 (51,507)
(Reversal) / credit loss allowance against loans and advances 10.5 (33,512) 38,165
Credit loss allowance against other receivable 181 3642
Credit loss allowance against Commitments 10 =

79,506 (374,415)




Note 2023 2022
---- (Rupees in '000) ----
29 TAXATION

Current , 880,501 116,286
Prior years ' 70 (7,749)
Deferred _ 13 (649,504) (20,499)
g ' 231,067 88,038
29.1 Relationship between tax expense and accounting profit
Profit / (loss) before taxation 561,011 (218,460)
Net tax effect on income taxed at reduced rates 880,501 116,286
Tax effect of expense that are not deductible in determining taxable profit (649,504) (20,499)
Prior years charge 70 (7,749)
231,067 88,038
2023 2022

30 BASIC EARNINGS / (LOSS) PER SHARE

Profit / (loss) for the year (IRupees in ‘000) 329,944 (306,498)
Weighted average ordinary shares (Number) 814,178 814,178
Basic earnings / (loss) per share ' 405.25 (376.45)
31 DILUTED EARNINGS / (LOSS) PER SHARE
Profit / (loss) for the year (Rupees in '000) 329,944 (306,498)
Weighted average number of ordinary shares (adjusted
for the effects of all dilutive potential ordinary shares) 814,178 814,178
Diluted earnings / (loss) per share (Rupees in '000) 405.25 (376.45)
Note 2023 2022
32 CASH AND CASH EQUIVALENTS ---- (Rupees in '000) ----
Term deposit receipts (TDRS) 32.1 - 2,800,000
Cash and balance with treasury banks 6 272,662 371,319
Balance with other banks 7 194,769 77,866
467,431 3,249,185

b

321 These term deposit receipts (TDRs) matured on various dates during the year (31 December 2022: January 2023 to

March 2023). :
2023 2022
33 STAFFSTRENGTH e (Number) --=-----
Permanent : 58 74
Temporary / on contractual basis 3 4
Daily wagers . -10 "
Bank's own staff strength at the end of the year 7 89
Outsourced (Third party) 9 13

34 DEFINED BENEFIT PLLAN
34.1 General description

Pak-Libya Holding Company (Private) Limited - Employees' Graluity Fund was established for the benefit of all eligible

employees of Pak-Libya Holding Company (Private) Limited through a trust deed dated 01 January 1999. The fund

:{(’ has been approved by the Commissioner of Income Tax under Rule 1 of Part lll of the Sixth Schedule to the repealed
\\) Income tax ordinance 1979 to take effect from 01 February 1999.
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Number of Employees under the scheme

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

- Gratuity fund

Principal actuarial assumptions

The actuaria valuations were carried out as at 31 December 2023 using the following significant assumptions:

Discount rate
Expected rate of return on plan assets
Expected rate of salary increase

Reconciliation of payable / {receivable from) to defined benefit plans

Present value of obligations
Benefits payable

Fair value of plan assets

Movement in defined benefit obligations

Obligations at the beginning of the year
Current service cost

interest cost

Benefits paid

Re-measurement ioss

Obligations atthe end of the year

Movement in fair value of plan assets

Fair value at the beginning of the year

Interest income on plan assets

Contributions

Benefits paid

Re-measurements: Net return on plan assets
over interest income gain

Fair value at the end of the year

Movement in payable / {receivable)
under defined benefit schemes

Opening balance

Charge for the year - net

Contribution by the Company - net

Re-measurement loss recognised in OCI
during the year

Closing balance
Charge for defined benefit plans

Costrecognised in profit and loss

Current service cost
Net interest on defined benefit asset / fiability

Note

34.6

34.8.2

2023 2022
mcoveermeeen (NUMbEF) ~oeeeeronnen
61 7
2023 2022
asmeecenes (Per annum} —~--—ee
15.5C 14.50
15.50 14.50
14.00 10.00
2023 2022
- {Rupees in ‘'000) -
139,264 150,346
2,860 -
142,124 150,346
(137,616) (157.178)
4,508 143,514
150,346 147,412
20,361 16,271
17,437 15,663
(60,179) {23,191}
14,159 (5,809)
142,124 150.346
157,178 149,994
19,141 16,909
9,841 11,020
(60,179) (23,191)
11,635 2,446
137,618 187,478
(6,832) {(2,582)
18,657 15,025
(9,841) (11,020)
2,524 (8,255)
4,508 {6.832)
20,361 16,271
{1.704) {1,246}
18,667 15,025




2023 2022

34.8.2 Re-measurements recognised in OCI during the year - (Rupees in ‘003) ---

34.9

34.91

34.10

34.11

34.12

34.13

_ 75

Loss on obligation

- Demographic assumptions 2,202 -
Financial assumptions 691 (1.942)
Experience adjustment 11,266 (3.867)

Return on plan assets over interest income (11,635) (2,448)

Total re-measurements recognised in OCI 2,524 {8.255)

Components of plan assets

Cash and cash equivalents - net 908 64
Debt securities 136.708 157,114
137,616 157,178

Amounts for the current year and previous four annual periods of the present value of the defined benefit obligation, the
fair value of plan assats, surplus /deficit and experience adjustments arising thereon are as follows:

Financial year Present Fair vaiue Surplus /
value (deficit)
---- (Rupees in ‘000 -—--
2023 142,124 137,618 {4,508}
2022 150,346 157,178 6,832
2021 147,412 149,994 2,582
2020 132,233 142,916 10,683
2019 125,477 133,914 8,437

Sensitivity analysis

Sensitivity analysis given below disclosed by vatying one assumption keeping all other assumptions constant and
calculating the inpact on the present value of the defined benefif obligations under the various employee benefit

Gratuity fund

2023 2022
-~ (Rupees in '000j----
1% increase in discount rate (4,984) (6,748)
1% decrease in discount rate 5,402 7,385
1 % increase n expected rate of salary increase 6,060 8,153
1 % decrease in expected rate of salaty increase (5,679) {7.563)
Expected contributions to be paid to the funds in the next financial year 23,334 9,841
Expected charge for the next financial year 16,826 16.673
Maturity profile 2023 2022
=== (Years) ----
The weighted average duration of define benefit obligation 3.73 470
Undiscounted
2023 2022
Particulars ---- (Rupees in '000) ----
Year 1 38,256 13,190
Year 2 28,872 26,255
Year 3 15,155 50,087
Year4 21,410 8,610
Year5 34,977 24,260
Year6 toYear 10 68,963 91,832
Year 11 and above 128,378 189,404



34.14 Funding Policy

The Company funds it annual contribution, based on actual valuation, in quarterly instalments during the year.

34.15 The scheme has various risks associated with it, however, following risks have been ¢onsidered significant:

35

35.1

35.2

Asset volatility

The risk arises when the actual peiformance of the investments is lower than
expectation and thus creating a shortfall in the funding objectives.

Changes in bond yields

The risk arses when the actual performance of the investments is lower than
expectation and thus creating a shortfall in the funding objectives.

impacts the liability accordingly.

The most common type of retirement benefit is one where the benefit is linked with
Inflation risk final salary. The risk arises when the actual increases are higher than expectation and

Life expectancy / Withdrawal |The risk of actual withdrawals varying with the actuarial assumptions can impose a
rate risk to the benefit obligation. The movement of the liability can go either way.

DEFINED CONTRIBUTION PLAN

Pak-Libya Holding Company (Private) Limited - Employees' Provident Fund was established for the benefit of all
penmanent employees of Pak-Libya Holding Company (Private) Limited through a Trust Deed dated 20 September 1981.
The fund has been approved by the Commissioner of Income Tax under Part | of the Sixth Schedule to the repealed

Income Tax Ordinance 1973 to take effect from 30 November 1981,

2023 2022
----(Rupees in '000) ----
Contribution fromthe Company 13,171 9,956
Contribution from the Employees 13,171 9956
Provident fund disclosures
The following information is based on the latest financial statements of the Fund:
Un-Audited Audited
Note 2023 2022
----- (Rupees in '000) ------

Size of the Fund - Total assets 124,590 142739

Cost of investment made 122,313 140,836

Fair value of investments 35.2 123,106 141,235

(%)
Percentage of investment made 99.00 99.00
Un-Audited Audited
2023 2022

The break-up of fair value of investments is:  (Rupees in ‘'000) Percent  (Rupees in ‘000) Percent

Bank balances 793 0.6% 399 0.3%

Market treasury bills 111,613 90.7% 140,836 99.7%

Cettificate of Investment

(COls} - at amortised ccst 10,700 8.7% - 0.0%

123,106 100% 141,235 100%

Tne investments out of provident fund have been made in accordance with the provisions of Section 218 of the

Companies Act, 2017 and the rules formulated for this purpose.
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COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONNEL

Totai Compens.ation Expenss

2023
Directors
Executive CEO Key Other Mate ial
Items . Non- (Executive | Management | Risk Takers!
Chakeman(} (Othet Executive director) Personnel Controllers
than CEQ)
—(Rupees '000)
Fees and allowances etc. 1.550 - 2,200 - - -
Manageral remuneration
i} Fixed - 87,853 - 7,893 79,306 28,876
i) Total variable . - 5 . A :
ofwhich u = = 4 u =
a) Cash bonus / awards = " = - .
b) Bonus and Awards in shares - S - - . -
Charge for defined benefit plan - 3,368 - 2,624 5,834 793
Contribution to defined contrbration plan - 3,946 2,547 2,609 518
Rent and house maintenance - 1,868 1,131 - -
Utilities and communication - 2,116 = 3,251 610 410
Medical : - 245 - 143 1,645 71
Conveyance / vehicle running expense ' - 1,280 - 1,100 774 160
Leave fare assistance - 16,033 14,415 6,100 1,026
Club membership and subscription 290 93 149 61
Children educ:ation - 6,886 - 10,904 " -
Repatriation expense - - ~ = 5 =
Security services - 599 608 - -
Visa fee and immigration - 280 - - - .
Others - - - 514 173 1,098
Total 1,550 124,764 2,200 125,223 97,200 33,653
{(Numbers)
Persons (Number) 1 1 2 *1 10 5
2022
Directors ] |
Executive CEO' Key Other Material
items Chainnan | (other than Non- (Ecec.utive | Management | Risk Takers/
CEO) Executive divctor) Personnel Controllers
(Rupees '000)
Fees and allowances etc. 1,200 - 4 950 - -
Managerial semuneration
i) Fixed - 47,562 48,942 70,582 23,674
ii) Total variable - - - - 6,500 250
of which - - - - - -
a) Cash bonus / awards - - - - 6,500 250
t) Bonus and Awards in shares - - - - - -
Charge for defied benefit plan - 2,686 - 2,661 5,399 1.204
Contribution to defined contn’bution glan - 2,320 2,540 2,123 510
Rent and house maintenance 897 554 - £
Utilttes and cormmunication 3,038 2,166 866 165
Medical - 186 - E 2,505 142
Conveyance / vehicle rurining expense - 2,304 790 1,959 183
Leave fare assistance - 12,877 - 11,213 5478 1.925
Club membership and subscription - - 366 108
Children education - 4371 6,578 - -
Repatriation expenss - - - - - 3,766
Securily setvices 1,043 - 603 -
Visa fee and immigration 280 - -2 -38
Others 1,413 12 123
Total 1,200 78,988 4,950 76,053 95,901 31.965
{Numbers)
Persons (Number) 1 1 2 1 10 5

The Managing Director and Deputy Managing Director {(Executivé Committee) are also entit'ed o usage of cettain Company maintained

assets as per their terrns of ensployment and human resource policy.

Key management personnel are those executives repoiting directly to the CEO / MD of the Company, whilst other material risk takers /

controllers are those executives, other than key management personnel, involved in material risk taking and related controlling activities

respectively.

During the month of July 2023, lhe new MD has joined the Company and the former MD has natired.
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Remuneration paid to Directors for participation in Board and Committez meetings

2023
Meeting Fees and Allowances Paid
For Board Committees
X Human
A G Fn’(');'eet::‘agf: Audit Resource & | Total Amount
Committee Rem. Paid
Compmittee
----- eeeeee (Rupees in 000) =wweemermecem
Mr. Mohamed Mahmoud Shawsh 1,200 - 350 1,550
Mr. Jehad Jamal Ali El-Barag 500 - 350 850
Mr. Akhlag Akmed Tarar 500 . 350 850
Mr. Abrar Ahmed Mirza 500 - 500
Tobel Amount Paid 2,700 - 1,050 3,750
2022
Meeting Fees and Atowances Paid
For Board Committees
Name of Director For Board . Risk
Meetings c Auq't fManagement i AT"°""‘
ommittee - Paid
Comriittee
————— (Rupees in '000) —-—mee—
Mr. Mohamed Mahmoud Shawsh 1,200 - . 1,200
Dr. Muhammad Tzhir Noor 1.000 700 - 1,700
Mr. Abrar Ahmed Mirza 2,200 700 350 3,250
4,400 1,400 350 6,150

Total Amount Paid

Remuneration paid to Shariah Board Members

The Company does not have shariah board members, being a conventional financial institution, therefore, there is no remuneration to
shariah board.

FAIR VALUE MEASUREMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on quoted market price. The falr value of
unquoted equity securities, other than investments in associates and subsidiaries, s detemmined on the basis of the break-up value of
these investments as per their latest available audited financial statements.

The fair value of unquoted debt securities, fixed term loans, other assets, other liabilities, fixed term deposits and borrowings cannot be
calculated with sufficient refiabiliy due to the absence of a current and active market for lfese assets and liabilities and reliable data
regarding market rates for similar instruments.

Fair vatue of financial assets

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

Level 1: Fair vaiile measu relsents using quoted prices {unadjusted) in active markets for igentical assets or liabilities.
Level2: Fair value measurements using inputs other than quoted prices inctuded within Lzvel 1 that are observable for the assets or
fiability, elther direclly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3:  Fair value measurements using input for the asset or liability that are not based on observable market data {i.e. unobservable
inputs}.

The table below analyses financial instruments measured at the end of the reporting peniod by the levet in the fair value hierarchy into
which the fair value measurement is categorised:

Note 2023
Level 1 Level 2 Level 3 Total
On balance sheet financial instriiments -~ (Rupees in "000) s
Financial assets - measured at fair value
Investments
Federal government securities. Q.4 384,190,329 10,059,548 - 394,249,947
Shares 9.1 390,571 - - 390,571

Non-government debt securiti'ns 9.1 2,020,272 - - 2,020,272
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Financial assets - disclosed bt not measured at fair
value
Investments

Cash and balances with treasury banks

Balances with other banks
Lendings to financial institutions

Advances {Cther Assets)

Financial liabilities - disclosed but not measured at fair
value
Borrowings

Deposits and other accounts

On balance sheet financial instruments
Financial assets - measured at fair value
investments

Federal government sectirities

Shares

Non-government debt securities

Financial asse#s - disclosed but not measured at fair
value

Investments

Cash and balances with treasury banks

Balances with other banks

Lendings to financial Institiitions

Advances

Financial liabilities - disciosed but not measured at fair
value
Borrowings

Deposits and other accounts

Fair value of non-financial assets

On balance sheet non-financial asseds

Non-banking assets acquired in satisfaction of claims
Propesty and equipment

On balance sheet non-financial assets

Non-banking assets acquired in satisfaction of claims
Property and equipment

Methodology and valuation spproach land

Note

15
16

Note

9.1
9.1
9.1

~N o

10

16
16

2023

Level 1 Level 2 Level 3 Total
et e e e {Rupees in '000) -——-——-—
- - 21,915,391 21,918,391
- - 272,662 272,662
- - 194,769 194,769
- - 9,984,921 9,984,921
- - {(424,391,603) (424,391,603)
- - {6,803,687) {6,803,687)
2022
Level 1 level 2 Level 3 Tota!
eeneerer e — (Rupees in ‘000) e
- 103.593,429 - 103,593,429
881,754 - 1,500 883.254
1,362,375 849,452 2,211.827
= - 1,554,477 1,554,477
= % 371,319 371,319
- - 77,866 77866
c - 3,800,000 3,800,000
- - 9,742,795 9,742,795
- - (113,460,048) {113,480,048)
A s (5627.397)  (5627,397)
2023
Level 1 Level 2 ievel 3 Total
e (Reipees in '000) ~err———o-
. 214,827 - 214,827
- 1,232,117 - 1,232,117
2022
Level 1 Levei 2 Level 3 Total
—————— (Rupees in *000) ——-~——--—-
- 158,086 - 158,086
- 28,063 - 28,063

The recent valuation pesformed by M/s. MYK Associates Private Limited dated 27 January 2023, assessed Rs.186.450 million as the
market value of the land and Rs. 29.870 million for building component. The management of the Company has considered the
revaluation gain in these financial statements and recorded the same as surplus on revaluation on non-banking assets amounting to Rs.

58.23 million,

The properti‘'es of the Company were revalued by independent professional valuers, Mfs. MYK Associates and M/s. K.G. Traders dated
27 March 2023, assessed Rs 1,277.1 million as the market value of properties. The management of the Company has considered the
revaluation gain in these financial statements and recorded the same as surplus on revaluation on propesty and eguipment amounting to

Rs, 1249.67 million.




38

38.1

SEGMENT INFORMATION

Segment details with respect to business activities

The segment analysis with respect to business activity is as foliow:

Statement of Profit and loss Account

Net mark-up / return / profit

Non mark-up / return / interest income

Total Income

Segment direct expenses

Inter segment expense allocation
Total expenses

Credit loss allowance / (Reversal)
Profit / (loss) before tax

Statement of Financial Position

Cash and bank balances
Investments

Lendings to financial institutions
Advances - performing
Advances - non-performing
Others

Less: Credit loss allowance (Advances)
Less: Credit loss allowance (Investments)
Less: Credit loss allowance (Lendings)
Less: Credit loss allowance (Others)

Total Assets

Borrowings

Deposits and other accounts
Others

Total liabilities

Equity

Total equity and liabilities

Contingencies and commitments

2023
Corporate . Corporate Un-
and Capital R
Investment Treasury Markets Commercial | allocated Total
Banking and SME / others
(Rupees in '000)
219,621 2,157,186 (127,647) (112,710) (764,428) 1,372,021
19,351 23,187 3,999 14,124 (141) 60,521
238,972 2,180,373 (123,648) (98,586) (764,570) 1,432,542
17,853 41,852 20,627 36,264 437,537 554,133
12,511 192,052 9,651 16,656 7,022 237,892
30,364 233,904 30,278 52,920 444,559 792,025
207,943 (198) - 235,142 (363,381) 79,506
665 1,946,667 (153,925) (386,648) (845,748) 561,011
- 467,431 - - 467,431
2,961,824 416,372,612 390,570 - 419,725,006
30,567 - - 30,567
2,618,596 - - 6,576,602 135,984 9,331,182
668,481 - - 1,216,562 1,885,043
172,348 10,053,131 303,907 6,588,530 17,117,916
(583,008) - - (648,281) (15) (1,231,304)
(1,139,200) (9,626) - - - (1,148,826)
- (30,567) - - (30,567)
(13,389) (9,757) - (22,459) (16,625) (62,230)
4,685,652 426,873,791 390,570 7,426,331 6,707,874 446,084,218
2,756,682 410,082,197 4,563 5,489,025 6,059,136 424,391.603
- 6,803,687 - - 6,803,687
- 6,515,762 213 8,336 648,739 7,173,050
2,756,682 423,401,646 4,776 5,497,361 6,707,875 438,368,340
1,928,970 3,472,145 385,794 1,928,970 - 7,715,878
4,685,652 426,873,791 390,570 7,426,331 6,707,875 446,084,218
2,558,627 3,308,230 - 2,910,946 307,610 9,085,413
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Statement of Profit and loss Account
Net mark-up / return / profit

Non mark-up / return / interest income
Total Income

Segment direct expenses
Inter segment expense allocation
Total expenses

(Reversal) / (recovery) / provision
Profit / (loss) before tax

Statement of Financial Position

Cash and bank balances
Investments

Lendings to financial institutions
Advances - performing
Advances - non-performing
Others

Less: Provision (Loan and advances)
Less: Provision (Invesiments)
Less: Provision (Lending)

Less: Provision (Others)
Total Assets

Borrowings

Deposits and other accounts
Others

Total liabilities

Equity

Total equity and liabilities

Contingencies and commitments

TRUST ACTIVITIES

2022

Cofporate Capital | 0P iy alocated
and Treasury Markets Commercial / others Total
Investment and SME
(Rupees in '000)
161,929 828,540 (92,916) 21,642 (921,029) (1,834)
14,322 3,025 44,987 16,420 (155,359) (76.605)
176,251 831,565  (47,929) 38,062 (1,076,388) (78,439)
16,013 33,345 19,641 29,150 295,321 393,470
6.925 86.833 5.913 13,217 8.078 120,966
22,938 120,178 25,554 42,367 303,399 514,436
3,642 - (31.406) 98,518 (445,169) (374,415)
149,671 711,387  (42,077) (102,823) (934.618) (218,460)
- 449,185 - - - 449,185
3,240,361 103,802,203 973,195 - 108,015,759
- 3,830,567 - 3,830,567
1,117,356 - - 8,317,835 149,123 9,584,314
850,428 - - 493,781 - 1,344,209
88,802 1,707,498 - 234,970 2,040,973 4,072,243
(850,428) - - (335,300) (1,185,728)
(1,110,948) (9,371) (208,930) - (1,327,249)
- (30,567) - - (30,567)
(13,389) (9,757) - (22,459) (16.444) (62.049)
3,322182 109,739,758 766,265 8,688,827 2173653 124.690,684
2,294,367 101,201,943 560,552 7,651,984 1,771,202 113,480,048
- 5,627,397 - - - 5,627,397
- 1,060,351 150 9,027 402 451 1,471,979
2,294,367 107,889,691 560,702 7,661,012 2,173,653 120,579,424
1,027,815 1,850,067 205,563 1,027,815 - 4,111,260
3,322,182 109,739,758 766,265 8,688,827 2,173,653 124,690.684
2,176,888 - - 2,251,435 355,266 4,783,589

The Company did not act as trustee during the year and in corresponding year.
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RELATED PARTY TRANSACTIONS

The Company has refated party relationship with its parent, associate, joint venture, subsidiary. state controlled entities (by virtue of govemment sharehoking), comparies with common directorships, employees benefit plans, key

management personnes and its directors.

The Company enters indo Iransactione with related parties in the nomial course of business, The transactions were carried out at contracted ra¥es, Transactions with key management personnel's are govemed by the applicatre
policies and / or terms of employment / office. Key management persornel are those persons having authority and responsibility fos pianning, directing and controlling the activities of the entity, directly or indirecthv. including any
director {whether executive or otherwise) of he entity, Key management personeel herein include those execut ves reporting directly to CEO /MD.

Detaiis of transactions with related parties during theyear, other than those which have been disctosed elsewhere in these financial statements are as follows:

31 December 2023

31 December 2022

Key . Ke in e
Paresnt| Mrectors | management | Subsidiarizs| Asscciales ol aehgh ::eﬂated farent| Directors | managgment Subsidiaries |Assocaies daigit o1ner.re.?.ad
venture parties : venture paities
personnel X sonnai
(Rupees in

Salances with other banks
In cunment acocunis - - - - . - 264,201 - - - - - - 364,522
Lendinys to financial institutions
Onening balance - - - - - - 700,000 s . - - - 700 000
Add#ionduring the y-28r B - - . - - 19,705.313 - - - . - - 34914 875
Repaid during the year - - - - . - 120,405,313) - - - - - - {34.914.875)
Teansier in / (out) - net - - - - - - - s 3 = - - . R e =2
Clesing batance - - - . - - . - - - 700,000
Investments
Opening balance - - - - 1.500 704,857 25.351,437 - = 1,500 704867 25.351.437
Invesiment made during ‘he year - - . . - - 1,426,959,475 - - . - 148,255.615
investment redeemed / disposed off - - - - - - 11.116.905,015) - - (67.628,422)
éuring the year
Transfer in ! {out) - net - - - - - - - - - - -
In deposit accounls - - - - - - - - - = - . - -
Ciosing balance - - - - 1,500 704,867 335,408,897 - . - = 1,500 704867 105.860.630
Credii loss allowance for provisian in vale - - - - - 704,867 - - - 704,867 50.000
of mvestments
Suipfus 7 {defleit) In value of B - . - - 277,538 - - (2.119,625)
Investments
Advances
Qpening batance - - 78.051 - - - 24,198 - - 71,150 20,6890
Additlon dun'ng the yese - - 9,350 - - - 8,638 - E 25.144 7.037
Repaid durirg) the year - - (18.04%) . - . (91,4991 - - {14.007) - - (3.185)
Transfer in / (ouf) - net B - . - - - - - {6.238) - - 343)
Closing balance - - 67,380 - - - 21,328 . - 76,051 - 24,199

Credit loss allowance held against
advances




<

{4

Othes Assets

inserest / mark-up accrued

Othar recoivable

Other advances

Advarnce taxation

Ciedit loss allowancs against other assels

Botiowings

Opening balance
Borrowings during theyear
Settied dwsing the year
Transfer i / (out) - net

Ciosing batance

Deposits and other accounts

Opendr:g balance

Recewed during the year
Withdravm during the vear

Transfer 1/ {out} - ned

Closinga batance

Other Liabélitles

Intereet/ mark-up payabie
Payahie to steff retirement fund
Othertiebitas

Contingencles and Comnvtments
Cthes contingznoes

31 December 2023

31 December 2022
Key manage- ) Key manage- .
Parent| Directors ment Subsidiaries| Associates gk Othet Melgthd Parent| Directors ment Subsidiaries | Aszociates sicet Gibor rglated
venture parties venture parties
personngl personnel
“{Rupees in '000)
. - 4778 - - - 10,041,814 - - 3.119 - - - 1,373,680
- 5,983 - E 2.718 - - - 5983 - 2718 - -

- - - - - - 86 - 12,333 860 - - 80

- 420 - - 4,438,620 - - . - - 1,282,649

e 003) - ; : : S 1 : :

- - - - - 72.867,075 - - - - E 18.16B6.656
- - - - - - 4,081,695,535 - - - . - 676,106,640
- ¥ - - 13,740,375,616) - - - - - {621,406.221)

. - . f . . 414,136,994 : : = ; : 72.867,075

- - 4.000 - 285,000 - 4,386,413 - - - 225,000 3,723,760

- - 211,807 - 1,100,000 - 19.758.073 - 4.500 - 640,000 272i4.832
- - (194,507) - {1.080,000) - {20,129.780) - (3.500% {600.000) {28.553 .18
- - 12,000 - 275,000 - 4,023,706 - - 1,000 265,000 - 4385412

- - M7 - 976 - 6,721.085 - 5 8,502 1,045,197
_B.455 1199 1.799 : - - 1.040 5791 3265 2.347 - 956
- - - - - §93.215 348.141 - - = - 882959 348141
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CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS
Minimum Capital Requirement (MCR):

Paid-up capital (net of losses)

Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capital
Eligible Additional Tier 1 (ADT 1) Capital

Total Eligible Tier 1 Capital

Eligible Tier 2 Capital

Total Eligible Capital (Tier 1 + Tier 2)

Risk Weighted Assets (RWAs):
Credit Risk '
Market Risk

Operational Risk

Total

Common Equity Tier 1 Capital Adequacy ratio (%)
Tier 1 Capital Adequacy Ratio (%)
Total Capital Adequacy Ratio (%)

Leverage Ratio (LR):

Eligible Tier-1 Capital (Rupees in 000)
Total Exposures (Rupees in 000)
Leverage Ratio (%)

Liquidity Coverage Ratio (LCR):

Total High Quality Liquid Assets (Rupees in 000)
Total Net Cash Qutflow (Rupees in 000)

Liquidity Coverage Ratio (%)
Net Stable Funding Ratic (NSFR):
Total Available Stable Funding (Rupees in 000)

Total Required Stable Funding (Rupees in 000)
Net Stable Funding Ratio (%)

2023

2022

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

6,011,408 5,743,322
6,372,504 3,848,552
6,372,504 3,848,552
1,161,770 -
7,534,274 3,648,552
19,228,004 | [ 16,788,028
1,028,325 5,178,866
1,374,629 1,147,177
21,630,958 23,114,071
2023 2022
29.46% 16.65%
29.46% 16.65%
34.83% 16.65%
2623 2022
6,372,504 3,848,552
450,442,152 127,595,889
1.41% 3.02%
6,446,000 3,064,721
4,687,000 929,716
138% 330%
18,026,186 14,727,968
14,195,384 12,324,858
127% 119%

The full disclosures on the CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

https://paklibya.com.pk/financial_reports.php?type=Capital_Adequacy_Statements

/

is available at




411 CAPITAL ASSESSMENT AND ADEQUACY

41.1.1 Capital adequacy

SBP's regulatory capital guidelines under Basel Il allows for three tiers of capital. Common Equity Tier | capital includes
common shares and retained earnings. Pak Libya currently does not hold any instruments in Additional Tier 1 or Tier 2
capital. The authorized share capital of the Company is Rs. 10,000 million and the paid-up capital is Rs. 8,141.780 million
consisting of 814,178 shares with a par value of Rs. 10,000 per share.

Company's regulatory capital is divided into three tiers.

g Common Equity Tier 1 capital (CET1), which includes fully paid up capital and statutory reserves as per the financial
statements and unappropriated loss after all reguiatory adjustments applicable on CET1.

¥ There is no amount for Additional Tier 1 Capital (AT1) of the Company.

b Tier 2 capital includes revaluation reserves on account of unrealised gain on available-for-sale investments and
general provisions for loan losses (up to a maximum of 1.25 % of credit risk weighted assets).

The table below illustrates the following approaches that are adopted at Pak Libya for capital requirements calculation
under Basel lll in relation to the various risk types under Pillar 1:

Credit Risk Standardised Approach
Market Risk Standardised Approach
Operational Risk Basic Indicator Approach

Minimum capital requirement

SBP has prescribed that the minimum paid-up capital (free of losses) for DFI is reguired to be maintained at Rs.8 billion
and ratio of total regulatory capital to risk weighted asset is to be maintained at or above 10% along with Capital
Conservation Buffer (CCB) of 1.5% which is reduced from 2.5% as a result of COVID-19 pandemic. The paid-up capital
(free of losses) of the Company as of 31 December 2023 amounted to Rs. 6.011 billion, which is above the minimum
capital requirement of Rs. 6 billion.

Capital management

A strong capital position is essential to the Company's business strategy and competitive position. The Company’s capital
strategy focuses on long-term stability, which aims to build and invest in core business activities. The Company seeks to
maintain adequate levels of capital in order to:

. comply with the capital requirement set by the regulators of the Company;

. safeguard Company's ability to continue as a going concern so that it can continue to provide returns for shareholders
and benefits for other stakeholders;

. acquire, develop and maintain a strong capital base to support the development of its business activities;

. support the underlying risks inherited in the core business activities; and

. be able to withstand capital demands under market shocks and stress conditions.




o

The Company carries out Capital Planning annually to ensure the sufficiency of capital keeping in view the business
strategy, expected growth, regulatory requirements, Basel Il guidelines and risks associated with the business
operations. The capital planning is normally undertaken for the horizon of next three to five years. The plan takes the

following into account:

. current capital requirement,

. growth of core financing and investment business based on activities plans of the various business departments -
Corporate & Investment Banking Department (formerly Investment Banking Syndication & Advisory /Corporate
Commercial & SME), Private Equity & Strategic Initiatives (formerly Securities Portfolio Department), Treasury &
Fund Management).

*  the funding structure and sources of funding, liabilities and equity to suppoit the asset growth taking into
consideration the need to maintain slrong liquidity position based on Basel! il guidelines.

B maintenance of regulatory capital requirements and capital adequacy ratios.

The Company has a comprehensive Intemal Capital Adequacy Assessment Process (ICAAP). The Company's ICAAP
covers the capital management, sets the process for assessment of the adequacy of capital to support current and
future activities / risks and a report on the capital projections for a period of three to five years. The ICAAP reportt is
produced on an annual basis and is approved by the Board of Directors.

Under the ICAAP methodology, the following risk types are identified and measured:
. risks covered under Pillar 1 (credit risk, market risk and operational risk),
» risks not fully covered under Pitlar 1 (Residual Risk),

' risks covered under Pillar 2 (concentration risk, interest rate risk, liquidity risk, reputational risk, strategic/business
risk).

The Company has also implemented Stress Testing Framework as per the SBP guidelines. This involves the use of
various techniques to assess the Company’s susceptibility to plausible yet extreme s¥ress scenarios. The stress tests
cover shocks related to credit risk, interest rate risk, exchange rate risk, equity price risk, tiquidity risk and operational
risk. The stress tests are performed quarterly and results are reported to Management and Board of Directors through
respective Risk Management Committee.

Scope of applications

The Basel |1l Capital Regulations (Basel lll} are applicable to Pak Libya Holding Company (Private) Limited in line with
the guidelines issued by State Bank of Pakistan (SBP).

SBP has issued the framework and guidance regarding implementation of the capital reforms under Base! ilf - which are
effective from 31 December 2013. Accordingly, the Company's Risk Weighted Assets (RWA), total capital and related
ratios are calculated under the Basel framework.

Basel-lll framework enables a more risk-sensitive regulatory capital calculation alcng with tightening of capital
requirements, raising the quality, consistency and transparency of capital base to promote long term viability of the
Company. As the Company carry on the business; it is critical that the Company is able to continuously monitor the
exposure across entire organization and aggregate the risks so as to take an integrated approach/view. Maximization of
the return on risk-adjusted capital is the principal basis to be used in determining how capital is allocated within the
Company to a particular segment of business.

Significant subsidiary

Currently, the Company does not have any subsidiary Company. Furthermore, the Company does not have significant
investment in any insurance entity.
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RISK MANAGEMERNT

The Company has an independent risk management furction and developed scund risk management framework to
continuously manage and mitigate risks emanating from the regular course of its operationat and financial activities. The
risk management framework and policies of the Company are guided by specific objectives to ensure that
comprehensive and adequate risk management policies are established to mitigate salient risk elements in the
operational facets of the Company. The Board of Directors provides the strategic direction for effective risk management
and ensures that a robust risk management framework is in place including the required human resources, policies,
procedures and systems. The Board's Risk Management Committee along with various management committees
suppoits Board of Directors in order to achieve this task. It involves identification. measurement, monitoring and

controlling risks with a view to ensure that:
- Adequate capital is available as a buffer;
- Exposures remain within the limits prescribed by the Board of Directors; and

Risk taking decisions are in line with the policy guidelines, business strategy and objectives set by the Board.

Scope of application of Base! Il framework

State Bank of Pakistan, thyough BPRD circular no. C6 dated 15 August 2013, requires Banks/DFIs to report the Capital
Adequacy Ratio (CAR) under the Basel lll framework with CAR requirements increasing in a transitory manner through
2019.

The Company is exposed to a number of risks, which it manages at different levels.
The main categories of risk associated to/with the Company are as follows:
Credit risk

The risk of losses resulting from counterparties’ failure to meet all or part of their obligations towards the Company. The
Company has adopted Standardized Approach for credit risk reporting under Basel [1l framework.

The Company has estabtished an appropriate credit risk structure and cuiture whereby policies are reviewed and
revamped to maintain sound credit granting procedures, maintaining appropriate credit administration, measurement,
monitoring processes and adequate controls.

Risk management structure facilitates the Credit approwval function by its internal Credit Risk Rating mode! through which
an appropriate risk level of the borrower/ counterparty is assessed for credit sanctioning and disbursement.

The Company manages credit risk through:

- Establishment of acceptable risk appetite and tolerance levels;
Sound procedures, tools and controls for the management of risk assets and credit documentation;

- Target market planning and overall market intelligence; and
- Accurate and detailed information about thie borrower, its financis! position and operations.

Market risk

The risk of losses resulting from the variance in the market vaiue of the Company's assets and liabilities owing to
changes in marketconditions The Company has adopted Standardized Approach ior market risk reposting under Basel
{{f framework.

Market risk measures and conirols are applied at the portfolio level and limits and other controls are applied to particular
books and to specific portfolios. Controls and established parameters are applied to prevent any undue risk
concentrations in the trading book and include controis on exposure to individuai market risk factors and on positions in
securities of individual issuers.

The principal market risk in respect to the Company’s assets and liability management is primarily associated with the
capital market exposure and the maturity and repricing mismatches of its assets and liabilities. The Board is responsible
for reviewing and recommending all market risk policies and ensures that sound market risk and effective risk
management systems are established and complied with regulatory guidelines.
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Operational risk

The risk of losses resulting from deficient or erroneous internal procedures, human or system errors, or external events. The
Company has adopted Basic Indicator Approach for operational risk reporting under Basel 1| framework.

The Company has in place a duly approved operational risk policy, manual, disaster recovery system (DRS) and a business

continuity plan (BCP). These are continuously reviewed to strengthen operational controls prevailing in the Company.

Operational risk policy and manual set minimum standards and require all business units to identify and assess risks through
loss data collection, Risk Control Self Assessment (RCSA) and key risk indicators (KRls). The departments are responsible
for day-to-day monitoring of operational risks and for limiting losses as a result thereof. The department is responsible to
report any potential deviation giving rise to operational risk events in the Company.

The Company is in the process of continuously improving its internal controls which aids in strengthening the Operational
Risk Management of the Company. In this regards, the Company maintains a detailed internal control over financial reporting
(ICFR) documentation.

Liquidity risk

The risk arising due to failure in raising funds at reasonable cost within the required time duration to finance the Company's
operations and meet its liabilities when these become due is categorized as liquidity risk.

The Company's approach to liquidity risk management is to ensure as far as possible that it will always have sufficient
liquidity to meet its liabilities when due. The liquidity Management Policy is formulated keeping in view SBP's guidelines on
risk management and Basel |l principles on sound liquidity management. The Company has also formulated Liquidity Risk
Management policy as per SBP's guidelines. The risk management department uses different tools for identifying, assessing,
measuring and controlling liquidity risk and periodically reports to senior management and risk management committees.
The Company is also preparing leverage ratio report on quarterly basis for senior management, risk management
committees and regulator.

The Basel Committee on Banking Supervision has developed two standards intended for use in liquidity risk supervision: the
"Liquidity Coverage Ratio" and "Net Stable Funding Ratio".

The LCR is a regulatory requirement set to ensure that the Company has unencumbered high quality liquid assets to meet its
liquidity needs in a 30-calendar-day liquidity stress scenario. The Company monitors and reports its liquidity position under
the State Bank of Pakistan (SBP) guidelines on Basel | Liquidity Standards implementation in Pakistan. The LCR became
effective on 31 March 2017, with currently no minimum ratio requirement in Pakistan for DFls, however, the Company’s ratio
stood at 138% as on December 31, 2023.

The Net Stable Funding Ratio (NSFR) is the regulatory metric for assessing the Company's structural funding profile. The
NSFR is intended to reduce long-term funding risks by requiring banks/DFls to maintain a stable funding profile in relation to
their on- and off-balance sheet activities. The ratio is defined as the amount of Available Stable Funding (ASF) - the portion
of capital and liabilities expected to be a stable source of funding, relative to the amount of Required Stable Funding (RSF) -
a function of the liquidity characteristics of various assets held. Banks/DFls are expected to meet the NSFR requirement of at
least 100% on an ongoing basis from 31 December 2017, however, the Company remained above the required level while
maintaining the ratio at 127% as on 31 December 2023.

The management is responsible for managing liquidity profile of the Company although strategic management of liquidity has
been delegated to Asset & Liability Committee (ALCO). The ALCO of the Company deliberates and recommends liquidity
strategy ensuring that appropriate policies and procedures are in place to control and constrain liquidity risk. The committee
is also responsible for ensuring that the Company has adequate information systems for measuring, monitoring, controlling
and reporting liquidity risk.

Credit risk

Credit risk management objectives and policies

Credit risk refers to the risk of financial loss arising from defaults by counterparties in meeting their obligations. Exposure to
credit risks for the Company arises primarily from the lending activities and investment in debt instruments.

Credit exposures include both individual borrowers, corporates and groups of connected counterparties & SMEs and
portfolios in the Company's banking/trading books.




The management of credit risk is governed by the credit policy and procedures approved by the Board and the
Management, respectively. The procedure and policy guidelines spell out relevant process flow, approving authorities,
limits, risks, credit ratings and other matters involved in order to ensure sound credit granting and approving standards
in compliance with the Prudential Regutations and Risk Management Guidelines of the State Bank of Pakistan.

Appropriate levels of facilities are approved by the Board of Directors through Policy Guidelines. The Executive
Committee (EC) approves facilities up to the limits defined in the Credit Policy guidelines based on the internal or
extemal risk rating of the borrower. The facilities exceeding the limit defined in the policy require approval from the
Board of Directors on recommendation of the EC. Credit Committee (CC) considers and recommends the said facilities
to EC based on the policy guidelines and risks prevalent in taking requisite exposure towards the borrower /

The Company currently uses Standardized Approach for computing capital charge on credit risk weighted assets.
Currently, the Company does not employ Credit Risk Mitigation (CRM) approach as there is no hedging (in whole or in
part) by a coliateral posted by the third party on the behalf of the counterparty.

Credit risk rating

Credit risk rating is an impostant tool in assessing, monitoring and controlling credit risk. In order to identify changes in
risk profiles at early stages, credits with deteriorating ratings are subject to additional oversight and monitoring.

Objective of Internal Credit Risk Rating (ICRR)

Credit ratings are aimed at achieving one or more of the foliowing:
- Internal risk reporting;

- Portfolio management;

- Setting of credit risk concentration fimits and

- identifying key financial trends.

The Company constantly improves upon its rating system to facilitate prudent lending decisions along with proactive and
effective identification and monitoring of potential credit risks emanating from the lending activities of the Company.

The Company also uses and gives due weightage to extemal rating while evaluating the risk. The Company considers
external ratings assigned by extemal credit rating agencies including PACRA and /or VIS.

Exposures VIS PACRA Other
Corporate Yes Yes No
Banks Yes Yes No
Credit exposures subject to standardised approach
2023 2022
Exposures Rating Category Amount Oeduction  Net amount Amount Deduction Net amount
outstanding CRM* outstanding CRM”
{Rupees In '000} = {Rupees in '000) ————
Carparate Q - - = = & £
1 471,297 - 471,297 488,400 - 489,400
2 6,714,932 - 6,714,932 6,269,972 6,269,972
34 312,180 - 312,180 500,604 - 500,604
5-6 1,397,609 - 1,397,609 - -
Unrated 1,251,816 - 1,251,816 3,156,424 - 3,156,424
10,147,834 - 10,147,834 10,416,400 - 10,416,400
Banks 0 = u = 2 .
1 407,718 - 407,718 1,975,241 1,975.241
2-3 3,671 - 3,671 2,103,029 2.103.029
4-5 - - - » -
6 5 3
Unrated - - - = =
411,389 - 411,389 4,078,270 4,078,270
Sovereigns - i~ % i i
Total Credit Exposure 10,555,223 - 10,559,223 14,454,670 14,454,670

*CRM= Credit Risk Mitigation

“The accounting policies and methods used by the Company are in accordance with the requirements of SBP guidelines and
prudential regulations. These policies are disclosed i note 4 to these financial statements. Reconciliation in the credit loss
allowance against non-perfonving advances has been disclosed in note 10 of these financia! statements.”



Calculation of ECL

The Company calculates ECLs based on a four probability-weighted scenario to measure the expected cash shortfalls,
discounted at an approximation to the EIR. A cash shoitfali is the differerice between the cash flows that are due to an
entity in accordance with the contract and the cash flows that the entity expects to receive.

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

Probability of Default {PD)

The Probability of Defauit is an estimate of the likelihood of default over a given time horizon. A default may only happen
at a certain time over the assessed period, if the facility has not been previously derecognized and is still in the porifolio.

Exposure at Default (EAD}

The Exposure at Default is an estimate of the exposure at a future default date, taking into account expected changes in

the exposure after the repoiting date, including repayments of principal and interest, whether scheduled by contract or
otherwise, expected drawdowns on committed facilities, and accrued interest from missed payments. The maximum
period for which the credit losses are determined is the contractual life of a financial instrument unless the Company has
the legal right to call it eartier.

Loss Given Default (LGD)

The Loss Given Default is an estimate of the loss arising in the case where a default occurs at a given time. It is based
on the difference between the contractual cash flows due and those that the' lender would expect to receive, including
from the realisation of any collateral. It is usually expressed as a percentage of the EAD.

Overview of the ECL principles

The adoption of IFRS 9 has fundamentally changed the Company’s loan ioss impairment method by replacing iAS 39's
incurred loss approach with a forward-looking ECL approach. From initial application date, the Company has been
recording the allowance far expected credit losses for all loans and other debt financial assets not held at FVTPL,
together with loan commitments and financial guarantee contracts. Equity instrumerits are not subject to impairment

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime expected credit
loss or LTECL), unless there has been no significant increase in credit fisk since origination, in which case, the
allowance is based on the 12 months’ expected credit loss (12mECL).

The 12mECL is the portion of LTECLs that represent the ECLs that result from default events on a financial instrument
that are possible within the 12 months after the reporl'ng date. Both LTECLs and 12mECLs are calculated on either an
individual basis or a collective basis. depending on the naiure of the underlying porifqlio of financial instruments.

The Company has established a policy to perform an assessment, at the end of each reporting period, of whether a
financial instrument’s credit risk has increased significantly since initial recognition, by considering the change in the nsk
of default occurding over the remaining life of the financial instrument.

The Company considers an exposure to have significantly increased in credit risk when there is considerable
deterioralion in the internal rating grade for subject borrower. The Company also applies a secondary qualitative method
for triggering a significant increase in credit risk for an asset, such as moving a customer/facility to the watch fist, or the
account becoming forborne. Regardless of the change in credit grades, generally, the Company considers that there
has been a significant increase in ¢redit risk when contractual payments are more than 30 days past due. However, for
certain porifolios, the Company has rebutted 30 DPD presumption based. on behavioral analysis of its borrowers.

When estimating ECLs on a collective basis for a group of simiiar assets, the Company applies the similar principles for
assessing whether there has been a significant increase in credit risk since initial recognition.

Based on the above process, the Company groups its loans into Stage 1, Stage 2, Stage 3 and POCI {purchased or
originated credit impaired), as described below:

Stage 1:
When loans are first recognized, the Company recognizes an allowance based on 12mECLs. Stage 1 loans also include

facilties where the credit risk has improved and the loan has been reclassified from Stage 2. The 12mECL is calculated
as the portion of LTECLs which represent the ECLs that result from defauit events on a financial instriment that are
possible within the 12 months after the reporting date. The Company calculates the 12mECL allowance based on the
expectation of a default occurring in the 12 months following the reporting date. These expected {2-month default
probabilities are applied to a forecast EAD and multiplied by the expected LGD and discounted by an approximation to
the original Effective Interest Rate (EIR). This calculation is made for each of the four scenarios, as explained above.



Stage 2:

When a Ilaan has shovm a signiticarst increase in <redit risk since engination, the Company ¢ecords an allowance for the LTECLs Stage 2 ioans also
include facilities, where the credit rizk has improved and the loan has bzen redlassif.ed from Stage 3. The mechanics are similar to $hose 24plained above,
including the use of muitipie scenaos, but PDs and LGDs are astimated over the lifetime of the instrument. The expected cash shortfalls are discounte
by an apprOXirvation to the original EIFt.

Stage 3:
For loans considered credit-impalred, the Company recognizes the lifetime expected credit losses for these icaris. The Company uses a PO of 100% and
LGD ks used as presciibad by the SBP under the prudential regulations. Therefore, the stage 3 providing are aligned with segulatory requirements.

Conclusion

The interest rate used to discount the ECLs is based an the effective interest rate that is expected o be charged over the expected period of exposure to
the faciliies. In the absence of computation of the effective interest rate {at reporting date}, the Company uses an approximasion e.g. contractual rate (at
reporting date}.

When estimating the ECLs, the Company considers three scenarios (a base case, an upside, a downside). Each of these is associated with different POs
When relevant, the assessment of multipie scenarios aiso itcorporates how defaulied Inans are expected b be recovered, inciuding the probabiiity that
the loans will cure and the value of collateral or the amount that might be zeceived for selling the asset

42,11 Lendings io financialinstituiions
Credit risk by public / private sector
2023 2022 2023 2022 2023 2022
Gross lendings Non.performing iendings Credit loss aliowance helid
- (Rupees In '000)
Public / Government 30,567 3,630,567 30,567 20,567 30,567 30,567
Private - » - . - -
30,567 2830.567 30.567 30,567 30,567 30,567
42.1.2 Investment in deht secuiities
Credit risk by industry sector
Gross Investments Non-performing Investments Credit loss aliowance held
Agriculture, Forestry, Hunting and Fishing 1,925 1,925 1,925 1,925 1,925 1,925
Textife 477,708 641,159 240,108 271,715 240,163 271,715
Chemical and Pharmaceuticals 491,379 - - - 499 -
Electronics and electrical appliances 149,290 331,688 15,957 15,957 15,960 15,957
Vehicle & Asset Tracking 100,000 142,657 - - 1 -
Food & Agricuiture 45,000 55,000 - # 25 #
Financial 1,193,860 1,365,060 24,775 124,695 180,946 35,984
Cthers 4,441 4,442 4.441 4.441 4.441 4,441
2,463,603 2,562,141 287,204 418,733 443,960 330,022
Credit risi by public/private sector Gross Invessments Non-perfonninginvestments  Credit loss aliowance heid
Private 2,463,603 2,562,141 287.204 418.733 443,960 330.022
2,463603 2,562,141 287,204 418,733 443,960 330,022
4213 Advances
Credit risk by Industry sector
Gross Advances Non-performing Advances Credit loss aliowance held
Agriculture, Forestty, Hunting and Fishing 293,212 363,375 7.354 7.354 7,354 7354
Mining and Quariying - - - - - -
Texiile 2,631,825 1,697,665 335,497 167.415 257,965 188,884
Chemical and Pharmaceuticals 1,479,830 1,190,330 452,743 474,399 452,743 474399
Cement 172,500 180,000 - 180,000 - 180.000
Sugar 1,341,177 2,008,328 70,999 70,899 70,999 70,999
Automobite and transportation equipment 369,699 328,372 250,000 328,373 125,000 226,372
Electronics and electrical appliences: 523,125 626,296 - - - *
Constiuction 53,897 3,123 53,897 - 3,897 -
Power {electricity), Gas, Waler, Saniiary 704,115 1,442,625 112,500 - 28,128 -
Engineeiing 152,560 437,022 - 53,696 - 3,698
Transport, Storage and Communication 333,181 344,662 - - - -
Services 1,170,724 407,135 - & . =
Individuals 167,412 184,110 - 31,428 31771 31,428 31774
Manufacturing __ 1823027 1,715,283 §70,625 - 197.656 -
\ 11,216,224 10,820,523 1,885,043 1,344,209 1,175,167 1,185,680
| R

N



42.1.4

42.1.5

42.1.6

2023 2022 2023 2022 2023

2022

Credit risk by public / private sector

Gross advances Non-performing advances Credit loss allowance held

(Rupees in "600)

Public / Government - - » - = &
Private 11,216,224 10,928,523 1,885,043 1,344,209 1,175,167 1,185,680
11,216,224 10,928,523 1,885,043 1,344,209 1,175,167 1,185,680
Contingencies and Commitments 2023 2022
. --=- (Rupees in "'000) --—
Credit risk by industry sector i .
Textile : - : ' © 1,002,887 1,160,427
Chemical and Pharmaceuticals f TN 308,621 350,000
Cement and Steel 100,000 400,000
Construction - 70,845
Power (electricity), Gas, Water, Sanitary 2,343,215 1,232,959
Transport, Storage and Communication - 400,000
Services 340,341 341,543
Manufacturing 874,509 472,548
Others 500,000 -
) ] y 5,469,573 4,428,323
Credit risk by public / private sector ’ ; ' f
Public / Government : 2,757,390 1,253,974
Private 2,712,183 3,174,349
5,469,573 4,428,323
Concentration of Advances

The bank top 10 exposures on the basis of total (funded and non-funded exposures) aggregated to Rs. 4,658.048 million (2022: Rs. 5,499.540 million) are

as following:
2023 2022
--- (Rupees in '000) ----
Funded 3,358,048 4,266,681
Non Funded 1,300,000 1,232,959
Total Exposure 4,658,048 5,499,640

The sanctioned limits against these top 10 exposures aggregated to Rs. 4,900.000 million (2022: Rs 6,135.745 million)

Totalfunded classified therein 2023 2022
Amount CGredit Ipas Amount Provision held
allowance
--------------------- {Rupees in"000) --=---s-m = ——emuee-
OAEM . = = 5 =
Substandard - & & &
Doubfful = - 5 .
Loss 452,743 452,743 474,399 474,399
Total an _ 452,743 452,743 474,399 | 474,395
For the purpose of this note, exposure means outstanding funded facilities and utilised non-funded facilities as at the reporting date.
Advances - Province / Region-wise Disbursement & Utilization
2023
Disbur: ts Utilisation
AJK
] . . KPiincluding . including
Province / Region Total Punjab Sindh FATA Balochistan Islamabad Gilgit-
Baltistan
{Rupees in "000)
Punjab - - - - - - -
Sindh 4,340,994 2,830,956 1,510,038 - = & =
KPK including FATA - - - : - e ! =
Balochistan - - - S E - - -
Islamabad - - - = = = =
AJK including Gilgit-Baltistan - - - = & 2 -
Total : 2,830,956 1,510,038 - - - -

A\




42.2

42.21

N

2022

Disbursements Utilisalion

. . : , KP¥ including . AIK incliding

P ! ist WR ¢
rovince / Region Toial Punjab Sindh FATA Balochisian Islamabad Gilgit-Balstan

(Rupees in '000)

Punjab - - - - = - A
Sindh 8,550.187 5174,773 1,375.414 - - = 2
KPK induding FATA * - - = = z =
Balochistan - - - - = = =
Islamabad a - - » % & =
AJK including Gilgit-Baltistan - - - - - 3 ,
Total 6,550,187 5174772 1,375,414 - - 2 %

Disbursements mean the amounts disbursed by banks either in Pak Rupee of in foreign currency against {oans.
*Dishuraements of Province / Region wise® refers 10 the place from where the funds are being issued by scheduled banks 10 the boriowers.

‘Utihzation of Province / Region wige" refers to the place whers thefunds are being utilised by borrower.

Market Risk

Matlcet risx refers to the Impact on the company's financial condition resufting frora future price volatility or adverse movements In the velue of assets
contained in its trading book and / or invesiment portfolio. The principal market risk in respect of the Company's assets and liabilities is primarily
associated with the maturity and repricing mismatches of its assets and liabilities and equity price risk. The risk emanating from any potential changes in
market prices, due to changes in the interest rates , foreign exchange rates and equity prices are duly Identified and accounted for.

A trading book consists of positions in financial ins\rumernts held either with tading intent or in order to hedge other elements of the trading book. To be
eligible for trading book. inancial instruments must e ther be free of any restrctive covenants on therr radability orable (o be hedged completely-

The Company has a sound framework for Market Risk management with the Treasury Invesiment Policy and Market Risk Management policy duly
approved by the Board.

The Market Risk Management framework of the Company comprises of expasure limits, a series of stop luss [imits and potential loss limits recommended
by Asset and Liability Committee (ALCO)/ Investment committee of the Company fo ensure that front line risk takers do not exceed or breach the defined
boundaries set by the management. Limit management is a control mechanism to ensure that alt business activities are conducted In compliance with the
risk management guidetines and palicies. Gap analysis Is condutted on regular basis in order {0 assess the quantum of maricet risk and liquidity position of
the Company. The limits are set and reviewed regularly afier taking Into account number of factors, inducing market trading, liquidity of the instnaments,
retums and Company's business stcategy.

Management of intereyt rate risk of the banking and / or trading book is primarily focused on interest cum {air value through Re-pricing Gap Analysis and
Falr Value Sensitivity. The management of interest rate risk of (he trading book is achieved (hrough mark-1o-hiarket practice. On quarterly basis. the Stress
Test reporis are being prepared for senior management, risk management committees and regulator to have an accurate understancing of Company's risk
tolerance levels.

Statemont cf financis| pnsition spiit by trading and banking books

2023 2022
% Tradina book Total Bankina book  Trading book Total
(Rupees in '000)
Cash and balances with Ireasury banks 272,662 - 272,662 371.319 - 371,319
Balances with other banks 194,769 - 194,769 77,866 - 77.866
Lendings to financial instituions = - - 3,800,000 - 3,800,000
Invesiments 354,215,439 64,360,740 418,576,179 105,806,758 881754 106,688,510
Advances 9,984,921 - 9,984,921 9742795 - 9742795
Fixed assets 1,300,756 7 4,300,756 66,872 - 68,872
Intangible assets 961 2 961 452 - 2 452
Defetred tax assets 456,057 - 456,057 400,631 = 400631
Other assets 15,297,913 - 15,297,913 3.540.239 - 3.540.239
381,723,478 64,360,740 446,084,218 123,808,930 881754  124590.684




42.2.2 Foreign Exchange Risk

Foreign exchange risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign currency rates. The Group's exposure to
this risk is negligible as its assets and liabilities are primarily denominated in Pakistan rupees.

2023 2022
Foreign Foreign Off-balance Net foreign Foreign Foreign Off-balance Net foreign
Currency Currency heet It currency Currency Currency ie—— cumency
Assets Liabilities b oL exposure Assets Liabilities exposure
semmsmssmsassasnanemneneaes (RUpees in "000) (Rupees in '000) ——-—-——mreme v
United States Dollar 203 - 52,095 52,298 163 - 41,839 42,002
Great Britain Pound Ste - - - - . . o =
Euro - - - . - " 5 T
Japanese Yen - - - - - - = &
Other currencies - - - =) - - o ..
203 - 52,095 52,298 163 - 41,839 42,002
2023 2022

Banking book  Trading book _Banking book _Trading book
wemrrmsenanaas == (Rupees in '000) -—-—--

Impact of 1% change in foreign exchange rates on

- Statement of Profit and loss account 2 - 2 -
- Other* 521 - 418 -

*1) The impact of changes in foreign exchange rate will not affect profitability of the Company since the exposure is off-balance sheet.

* 2) Off-balance sheet items include a guarantees issued on behalf of KEL, a joint venture. During the year 2012, a decision was announced by the
Honorable Supreme Court of Pakistan (Court), in which all contracts of RPPs were declared to be illegal and void ab initio and as a result of which the
guarantee remained inoperative. Consequently, there cannot be any exposure of the Group under the same. The Company shall not disclose relevant
balances upon dissolution of KEL Company.

42.2.3 Equity position Risk

The risk arising from taking long or short positions, in the trading book, in the equities and all instruments that exhibit market behavior similar to equities.
Banks/DFls are required to disclose their objectives and polices regarding trading in equities.

2023 2022
Elanking book _Trading book anking book  _Trading book
-------------- (Rupees in 000) e e ntanes
Impact of 5% change in equity prices on
- Statement of Profit and loss account - 552 - 248
- Other comprehensive - 18,977 - 43,840

42.2.4 Yield / Interest Rate Risk in the Banking Book {IRRBEB)-Basel Il Specific

Yield / Interest rate sensitivity position for on-balance sheet instruments is based on the earlier of contractual re-pricing or maturity date and for off-balance
sheet instruments is based on settlement date. This also refers to the non-trading market risk. Apart from the gap analysis between the market rate
sensitive assets and liabilities as per the table given below, the banks / DFIs are required to disclose as the following also:-

- The nature of IRRBB and keyassumptions, including assumptions regarding loan repayments and behavior of non-maturity deposits, and frequency of
IRRBB

- The increase (decline) in earnings or economic value ( or any other relevant measures used by management) for upward and downward shocks
according to management's method for measuring IRRBB, broken down by currencies (if any, and than translated into Rupees)

2023 2022
Banking book  Trading book _Banking book _Trading book
. {Rup in '000) e
Impact of 1% change in interest rates on
- Statement of Profit and loss account {651,545) - - -

- Other.comprehensive income (6,762,927) - (3,664,804) B




4225 Mismatch of interest rate sensitive assets and liabilities

On-balance sheet
financial instruments

Assets
Cash and balances with
treastiy banks

Balances with other banks

Lendings to financial institutions
. Investments

Advances

Other assets

Liabilities

Borrowings

Deposits and other accounts
Other liabilities

On-balance sheet aap

Effective yield /
interest rate

(%)

14.85% - 23.27%
18.84% - 23.15%
17.41% - 20.78%
15.28% - 18.07%

16.50% - 20.40%
16.85% - 20.82%

Off-balance sheet financizl instruments

Guarantee
Other commitmenis
Off-balance shzet gan

Total yield / interest raté risk sensitivity gap

Cumulative yield / interest rate risk sensitivity gap

Reconrciliation of financial assets and liabilities

Total financial assets
Non financial instruments
Operating fixed assets
Intangible asset
Deferred taxation
Non Banking assets

Total financial Liability
Non financiai instruments
Other liabilities

LN

2023

Exposed to yield / interest rate risk

Over ik Mon-interest
Total Upto 1 Over1to Over 3 to 6 months to-  Over 1to Over2to Over3to OverS5to Above  hearing financial
month 3 months 6 months 1vyear 2 years - * - 3 vyears 5 years 10 years 10 years instrumants
(Rupees in '000)
272,662 - - - . T - - - 272,662
194,765 149,012 - - o 4 Atk TR R | _ 45757
418,576,179 4,470,204 63,584,780 196,858,409 | 149,006,897 - i = - 4,263,816 - 282,073
9,984,921 3,325,536 4,792,822 425,931 357,353 284,586 | 242,571 292,132 133,187 12,578 116,226
15.083.086 = - - - - T - - - - 15.083.086
444,111,617 7,944,752 68,377,602 197,284,340 149,364,250 284,586 242,571 292,132 4,397,003 12,578 15,911,604
424,391,602 | 418,626,693 1,686,553 -3,061,935 133,663 273,057 232,129 271,629 105,944 - -
6,803,687 695,415 863,667 3,176,141 2,068,464 - - - - - -
7,173,050 - - - = - - - - - 7,173,050
438,368,340 _ 419,322,108 2,550,220 6,238,076 2,202,127 273,057 - 232129 271,629 105,944 - 7,173,059
5,743.277 _ (411.377,356) 65,827,382 191,046,264 147,162,123 11,529° "  ~10,442 20,503 4,291,059 12,578 B.738.754
1,300,000. - - 500,000 800,000 - - - - - .
1,300,000 - - 500,000 800,000 - - - = . .
o (411,277,356 65,827,382 191,045,264 147,152,123 11,529 10,442 20,503 4,291,059 12,578
(411,377,356) (345,549,974) {154,503.710) _ (7,341,587) - (7,330,058) (7,319,617 299,114) (3,008,055) (2,995,477

(Rupees in '000)
444,111,617

1,300,756
961
456,057
214,827

446,084,218

438,368,340

438,368,340
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(A

2022
[Exposed to y=id / interest rate risk

Effective yield /
interest rate Over Non-interest
(%) Total Upto 1 Over 1to Over 3 to 6 months to Over 1 to Over 2to  Over3to Over5to Above bearing financial
month 3 months 6 months 1 year 2 years 3 years 5years 10 years 10 years instruments
(Rupees in '000)
On-balance sheet
financial instruments
Assets
Cash and balances with
treasury banks - 371,319 - - - - - = = = - 371,319
Balances with other banks 5.50% - 14.50% 77,866 62,882 - - - - - - - S 14,984
Lendings to financial institutions 11.00% - 17.40% 3,800,000 1,700,000 1,100,000 1,000,000 - - - - - - -
Investments 8.25%-17.95% 106,688,510 41,989,072 52,872,545 583,116 115,741 6,936,215 - - 3,308,568 - 883,253
Advances 11.40% - 20.37% 9,742,795 1,730,167 5,911,471 97,787 112,719 280,217 289,287 418,202 272,258 16,509 614,179
Other assets 2056 455 £ E - = - = - S - e 2,056,455
122,736,945 45,482,121 59,884,016 1,680,903 228,460 7,216,432 289,287 418,202 3,580,826 16,509 3,940,190
Liabilities . e
Borrowinas 1.00% - 17.65% 113,480,048 33 447 B4R TE.507, 9594 1,221,448 106,552 285 B3 25T 545 420,140 158,108 =
Deposits and other accounts 7.85% - 17.10% 5,627,397 1./843 876 1,288, TR 947 633 4 450, 000 3 3 H = : -
Other liabilities - 1,390,797 - - - = ke o - . . 1.390,797
180,400,345 34,304,834 79,703, 7BE L 10081 1,555 430,34 188, o - 1. 384,787
On-balance sheet gap 2,238,703 11,080,756 (19,809, TEE] (488 17H) {1 ) £ 5 350 4,035 1475 F: 2,540 387
Off-balance sheet financialinstruments
Guarantee 350,000 - - 350,000 - - - = . =
Other commitments 3 LT 1]
Off-balance sheet gap 3,902,489 - - - 350.000 - - - - - 3 552489

Total yield / interest rate risk sensitivity gap

Cumulative yield / interest rate risk sensitivity gap 11,060 2595 [BE15 AT (9,307 B481 (10539, 14 T08.3 T16 TIAEETE (337193 3

- Reconciliation of assets exposed to yield / interest rate risk with total assets

(Rupees in 'G00)

Total financial assets 122,736,945
Non financial instruments
Operating fixed assets 68,872
Intangible assets 452
Deferred taxation 400,631
Non Banking assets 158,086
Other Assets 1,325,698
124,600,684
Total financial Liability 120,498,242
Non financial instruments
Other liabilties 81,182
120|5?9|424



42.3 Operational Risk

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

PLHC has a minimal appetite for operational risk and seeks to limit risk from the impact of unforeseen operational failures
within the organization. However, any unforeseen event beyond the risk appetite level might be a cause or consequence of
operational loss, whenever it affects or impacts adversely on PLHC's tolerance level in terms of capital, profitability or risk
profile.

Operational risk tolerance level consists of zero tolerance for fraud, forgeries and theft, strict compliance for avoiding any
regulatory and legal risk, preventing any deviations from approved policies and procedures of respectve departments thereby
ensuring an acceptable assessment, with a positive risk-reward trade-off, under the controlled environment and ensuring
proper mechanism to avoid system failures of information and data security breaches.

Operational risk may arise through various events, including intemal fraud, external fraud, employment practices and
workplace safety. clients, products, & business practices, damage to physical assets, business disruption & system failures
and execution, etc. The causes, consequences, effect and impactare all mapped to mitigate the occurrence of such events in
future.

The ulmate accountability for operational risk management rests with the board with all business and support functions
forming an integral part of the overall operational risk management framework with adeguate support from line management in
order to establish processes for the identification, assessment, mitigation, monitoring and reporting of operational risks.

The tools and techniques used for operational risk identification, assessment and monitoring covering internal loss data
collection, analysis, control and self-assessment aspects by each business unit and support function.

In addition, the Disaster Recovery and Business Continuity Plan enables the company to operate as a going concerit and
minimize losses in the event of severe business disruption at the main site(s}. These altemate arrangements are periodically
reviewed and tested for any contingencies that may arises due to an intemal or external event leading to business disruption
and/ or failure.

42.4 Liquidity Risk

The Company has established a sound Liquidity Risk Management framework, which ernsures sufficient liquidity, including a
cushion of unencumbered, high quality liquid assets to withstand a range of stress events, including those involving the loss or
impairment of both unsecured and secured funding sources. The Company has clearly ariculated liquidity r'sk tolerance level
that is appropriate for business strategy and manage liquidity risk. within.the risk tolerance limit while ensuring that the
Company maintains sufficient liquidity. The liquidity management framework provides the Board, Senior Management and
other appropriate committees with timely information on the liquidity position of the Company. The Company has also
incorporated liquidity costs, benefits and risk in the intemal pricing, performance measurement and new product approval
process for all significant business activities, thereby aligning the risk taking incentives of individual business lines with the
liquidity exposures.

Pak-Libya has two available sources to raise funds for meeting the liquidity requirements to cater the business operations.
These funding sources comprises of primary market and secondary market. Under the primary market the corporate or non
banking sources are taped, whereas the secondary market source is mainty the banks & financial institutions. Since Pak Libya
may raise funds against Cols, so the reliance of raising funds through Clean borrowing would be based on wholesale funds as
well as retail deposi®%. In order to increase funding base, Pak Libya continues to explore other funding sources including
secured long term borrowings from Fls.

In order to assess liquidity levels for PLHC's needs, the Company uses different parameters that set minimum liquidity buffers
for both asset-based liquidity and total liquidity. Pak-Libya believes that in order to reduce liquidity risk. access to reliable
funding sources with relatively low liquidity risk is of high importance than volatile sources of fund. The distinclion between
reliable and volatile sources is based on prudent liquidity planning. Apart from liability side, liquidity risk is also mitigated by
maintaining the liquidity on the asset side of the balance sheet which mostly dependent on unencumbered high quality liquid
assets

The Company conducts stress tests ona regular basis for a variety of short term and protracted institution-specific and market
wide scenarios to identify sources of potential liquidity strain and to ensure that current exposures should remain in
accordance with the established liquidity risk tolerance ievel.




Assets

Cash and balances with treasury banks
Balances with cther banks

Lendings to financial institutions
Investments

Advances

Operating fixed assets

Intangible assets

Deferred tax acset - net

Other assets

Liabilities

Borrowings

Deposits and other accounts
Other liabilities

Share capital

Reserves

Deficit on revaluation of assets - net of tax
Unappropriated/ Unremitted profit/ (loss)

Assets

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Operating fixed assets

Intangible assets

Deferred tax assat - net

Dther assets

Liabilities

Borrowings

Deposits and other accounts
Other liabilities

Share capital

Reserves

Deficit on revaluation of assets - net of tax
Unappropriated/ Unremitted profit/ (loss)

Y.
R
S

:2.4.1 Assets and liablilities - based on contractual maturity

2023
Over9
Over 1to7 Over7to14 Over14days Over1to2 Over2to3 Over3to6 Over6to9 Over1to2 Over2to3 Over3to5
Total Upto 1 Da A
P Y days days to 1 Month Months Months Months Months mor;t::rto 1 years years Years ST NS
(Rupees in '000)
272,662 - - - 272,662 - - - N - - - - -
194,769 - - - 194,769 - - 5 5 - N N .
418,576,179 297,900 - - 287,823 10 78,080 128,215 | 7,680,250 | 141,834,337 | 56,799,403 128,628 | 153,327,903 57,953,560
9,984,921 802,906 16,470 18,806 95,133 125,340 142,850 412,258 838,888 677,297 | 1,817,538 1,613,327 2,009,793 1,414,315
1,300,756 - - - 6,077 6,004 6,004 17,983 17,903 17,883 68,461 51,978 96,603 1,011,859
961 - - - 26 26 26 77 76 59 207 201 264 -
456,057 (2,514) - 443 (3,315) - (21,999) (25,033) 345 636,852 (128,722)
15,297,913 - - - 2,655,636 - 3,772,372 | 3,763,490 - 3,960,553 | 1,132,610 - - 3,252
446,084,218 1,100,806 16,470 18,8C6 3,519,682 131,380 3,999,775 4,318,708 8,537,117 146,528,130 59,793,186 . 1,794,479 156,071,415 60,254,264
424,391,603 - 200,472,973 143,007,840 74,896,880 19,309 1,217,244 910,935 264,260 719,403 | 1,523,057 982,129 271,629 105,944
6,803,687 - 159,934 332,273 203,209 155,855 707,812 | 3,176,140 | 1,592,927 475,537 - - - -
7,173,050 - - - 1,409,815 - 1,415,905 | 1,415,905 - 1,434,226 | 1,403,691 - 20,463 73,045
438,368,340 - 200,632,907 143,340,113 76,509,904 175,164 3,340,961 5,502,980 1,857,187 2,629,166 2,926,748 982,129 292,092 178,989
7,715,878 1,100,806 (200,616,437) (143,321,307)  (72,990,222) (43,784) 658,814 (1,184,272) 6,679,930 143,898,964 56,866,438 812,350 155,779,323 60,075,275
8,141,780
446,644
1,257,826
(2,130,372)
__ 1,715,878
2022
Over
Over1to7 Over7to 14 Over 14 daysto Over1to 2 Over2to3 Over3to6 Over6to9 Over 9 months Over 1to2 Over2to3 Over3to5
Ll Upto 1 Day days days 1 Month Months Months Months Months to 1 year years years Years SICFACES
(Rupees in '000)
371,219 - - - 371,319 - 5 = - - - - - -
77,865 - - o 77,866 - - - - - = - -
3,800,000 - - - 1,700,000 1,100,000 - 1,000,000 - - - - - -
106,688,510 - - 14,932,315 19,314,069 300,968 42,288 616,293 85,645 3,152,620 | 7,678,557 | 47,352,062 11,111 13,202,584
9,742,795 72,812 4,033 . 13,896 74,205 80,434 143,954 | 1,065,252 | 1,168,748 647,932 | 1,685,439 1,563,509 1,898,879 1,323,695
68,872 - - - 1,251 1,349 1,346 4,026 3,874 3,681 12,010 9,321 11,600 20,313
452 - - - - - - - - - - - - 452
400,631 - - - 5,242 - 18,886 15,671 - 7,158 101,255 22,910 49,634 179,875
3,540,239 - - - 543,285 - 848,885 840,226 - 980,995 322917 - - 3,932
124,690,684 72,812 4,033 14,946,211 22,087,337 1,482,751 1,055,359 3,541,474 1,258,267 4,792,386 9,800,178 48,947,802 1,971,224 14,730,851
113,480,048 - 19,693,040 986,678 11,459,130 42,791,611 32,408,050 1,213,115 498,781 1,126,838 1,985,623 797,645 420,140 189,398
5,627,397 - 114,262 20,972 1,808,742 300,000 985,788 947,633 | 1,300,000 150,000 - - - -
1,471,979 - - - 265,615 - 273,807 273,807 - 298,382 273,924 - 25,262 61,182
120,579,424 - 19,707,302 1,007,650 13,543,488 43,091,611 33,667,645 2,434,555 1,798,781 1,575,220 2,259,546 797,645 445,402 250,580
4,111,260 72,812 - (19,703,269) 13,938,561 8,543,850 (41,608,860) (32,612,286) 1,105,920 (540,514) 3,217,166 7,540,631 48,150,157 1,525,822 14,480,271
8,141,780
380,655
(2,012,716)
(2,398,459)
4,111,260




2.4.2 Assets and liabilities - based on expected maturity
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Assets

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Operating fixed assets

Intangible assets

Deferred tax asset - net

Cther assets

Liabilities

Borrowings

Deposits and other accounts
Other liabilities

Share capital

Reserves

Deficit on revaluation of assets - net of tax
Unappropriated/ Unremitted profit/ (loss)

Assets

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Operating fixed assets

Intangible assets

Deferred tax asset - net

Other assets

Liabilities

Borrowings

Deposits and other accounts
Other liabilities

Share capital
Reserves

Deficit on revaluation of assets - net of tax .

Unappropriated/ Unremitted profit/ (loss)

4,111,260

2023
Over
Total Upto 1 Over 1 to Over 3 to 6 months to  Over1to Over 2 to Over 3 to Over 5 to Above
month 3 months 6 months 1 year 2 years 3years 5years 10 years 10 years
(Rupees in '000)
272,662 272,662 - - - - - = & -
194,769 194,769 - - - S 5 - 5 -
418,576,179 585,792 78,090 128,215 | 149,574,587 | 56,799,403 128,628 | 153,327,904 | 57,953,560 -
9,984,921 929,816 268,188 415,758 1,516,186 | 1,817,539 1,613,327 2,009,793 1,401,736 12,578
1,300,756 6,078 12,009 17,983 35,785 68,461 51,978 96,603 223,576 | 788,282
961 26 51 77 137 207 201 264 - -
456,057 (2,514) 443 (3,315) (21,999) (25,033) 345 636,852 (57,730)| (70,992)
15,297,913 2,665,636 3,772,372 3,763,490 3,960,553 | 1,132,610 - - 3,252 -
446,084,218 4,652,264 4,131,153 4,322,208 155,065,249 59,793,187 1,794,479 156,071,416 59,524,394 ~ 729,868
424,391,603 418,377,693 1,236,553 910,935 983,663 | 1,523,057 982,129 271,629 105,944 -
6,803,687 695,416 863,667 3,176,140 2,068,464 - - - = =
7,173,050 1,409,815 1,415,905 1,415,905 1,434,226 | 1,403,691 - 20,463 73,045 -
438,368,340 420,482,924 3,516,125 5,502,980 4,486,353 2,926,748 982,129 292,092 178,989 -
7,715,878 (415,830,660) 615,028 (1,180,773) 150,578,896 56,866,439 812,350 155,779,324 59,345,405 729,868
8,141,780
446,644
1,257,826
(2,130,372)
7,715,878
2022
Over
Total Upto 1 Over 1 to Over 3 to 6 months to Over 1 to Over 2 to Over 3 to Over 5to Above
month 3 months 6 months 1 year 2 years 3 years 5 years 10 years 10 years
(Rupees in '000)
371,319 371,319 - - - - - - - -
77,866 77,866 - - - - - - - -
3,800,000 1,700,000 1,100,000 1,000,000 - - - - - -
106,688,510 34,246,382 343,257 616,293 3,238,265 | 7,678,557 | 47,352,062 11,111 | 13,202,584 -
9,742,795 164,948 224,388 1,065,257 1,816,680 1,685,439 1,563,509 1,898,879 1,307,186 16,509
68,872 1,350 2,696 4,028 7,554 12,010 9,321 11,600 10,111 10,202
452 - - - - - - - 452 -
400,631 5,242 18,886 15,671 7,158 101,255 22,910 49,634 179,875 -
3,540,239 543,285 848,885 840,226 980,995 322,917 - - 3,932 -
124,690,684 37,110,392 2,538,111 3,541,475 6,050,652 - 9,800,178 48,947,802 1,971,224 14,704,140 26,711
113,480,048 32,048,850 75,199,660 1,213,113 1,625,618 | 1,985,623 797,645 420,140 189,398 -
5,627,397 1,943,976 1,285,788 947,633 1,450,000 - - - - -
1,471,979 265,615 273,807 273,807 298,382 273,924 - 25,262 61,182 -
120,579,424 34,258,442 76,759,255 2,434,553 3,374,001 2,259,547 797,645 445,402 250,580 -
4,111,260 2,851,950 (74,221,144) 1,106,922 2,676,651 7,540,631 48,150,157 1,525,822 14,453,560 26,711
8,141,780 '
380,655
(2,012,716)
(2,398,459)
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CUSTOMER SATISFACTION AND FAIR TREATMENT

The management through complaint handling mechanism, ensures that compfaints are resolved in a timely manner and
recurrence of complaints is prevented where possible. Customers have the option of registering their complaints at our
office, Company‘s website and through email. Complaint management process is kept as transparent as possible
through registration, acknowledgement, interim response where applicable, resolutvon and root cause analysis of
recurring complaints. Customers are also given the option of contacting the Banking Mohtasib office i case they are
dissatisfied with the response received from the Company. During the year, one complaint was received directly by the
Company and the time taken to resolve the complaint was three working days.

DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on Bu" Ma.\.l 26’“‘" by the Board of Directors of the
Company. ( '

GENERAL
In its latest rating announcement (June 2023), the Pakistan Credit Rating Agency Limited (PACRA) has maintained the

Company's rating of AA-(Double A Minus) in the long term and A+ (A One Plus) in the short term with ‘Positive’ outlook
assigned to ratings.

45.2 Amounts in these financial statements have been rounded off to the nearest thousand rupee, unless otherwise stated.

453 Certain comparative figures have been rounded off to the nearest thousand rupee.

N> e :

ChI&f Financial Officer Managing Director & CEO

irector * Director
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Annexure - ||
ISLAMIC BANKING BUSINESS

The Company, being a conventional financial institution / DFI, does not have any Islamic banking operation /
activities.
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