DEVELOPMENT
BRID G I N G T H E AP P ROAC H TO

Annual Repor t 2 016

TABLE OF CONTENTS

04
06
07

08
10
11

Vision and
Mission

Ratings

Board of
Directors

20 Summary of Key Operational and Financial
Data
22 Statement of Internal Controls
23 Statement of Best Practices of Corporate
Governance
25 Auditors’ Report to the Members
26 Statement of Financial Position
27 Profit and Loss Account
28 Statement of Comprehensive Income

Corporate
Information

Chairman’s
Review

Directors’
Report

29
30
31
95

Cash Flow Statement
Statement of Changes in Equity
Notes to the Financial Statements
Annexure I - Particulars of Investment in
TFCs
99 Annerxure II - Statement showing Written-off
Loans
109 Directors’ Report (Urdu)

Annual Report 2016 03

VISION
To be amongst the leading and
prominent contributors to the industrial
and economic development of the
country alongside creating value for all
stakeholders concerned.

MISSION
To sustain long-term growth and optimize returns through smart
financing and prudent investment decisions as well as evolving as a
socially responsible vibrant organization and a dynamic employer.
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CORE VALUES (CLEAR)
OUR CORE VALUES ARE CLEAR!
•

Client deserves the best – We are committed, honest and
open in our conversation, and think out of the box.

•
•

Lead by example – We believe in action.
Empower – We equip our individuals to provide best

possible solutions to our customers.
•
•

Accountability – We are accountable for our actions.
Resilient – We are focused and resilient against all odds.

STRATEGIC TARGETS
Acquiring the status of Industry Leader through fostering
Industrial Growth with our trusted Business
Management alongside inculcating Corporate Social
Responsibility.
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RATINGS
Entity Rating
Maintained By PACRA

Short Term:

A1+
(A One Plus)

Long Term:

AA(Double A Minus)
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CHAIRMAN’S REVIEW
I am pleased to present the annual financial statements of Pak-Libya Holding Company (Private)
Limited for the year ended 31 December 2016 as we conquer obstacles and continue our efforts of
being a pacesetter DFI in the overall economic development of the Country. No challenge is too big to
make it impossible!
Year 2016 was a year of many positive developments for
Pak-Libya. The most significant being the repossession of our
power plant which uplifted the equity to a level where the
Company’s requisite support from sponsors slashed down to half,
hence increased business opportunities. With the relentless
efforts, painstaking determination and perseverance to overcome
all odds by the staff and management, I believe the Company
would not only touch new heights of growth and prosperity but
also comfortably outshine the peer group.
I see the overall pace of economic development and
macro-economic stability would continue to provide the
opportunities for Pak-Libya’s business strategy to gain ground and
flourish. Even in these challenging times, Pakistan economy has
been maintaining its growth. As CPEC would enter in the mature
stage in the forthcoming years, the benefits of economic
incentives and regional integration would get more pronounced
and inclusive. Moreover, the upgrading of Pakistan from a frontier
economy to an emerging market in the MSCI Index is yet another
development that together with CPEC would be instrumental in
uplifting Pakistan’s growth trajectory.
The positive developments however are accompanied by various
challenges that would merit timely addressing including
increasing debt servicing cost and continuity of policies for
sustainable economic growth.

Pak-Libya is equally geared up to contribute and has already
started to implement its business plan with clear strategy; with our
strategic focus to capitalise on the evolving business environment,
we continue to explore new business opportunities alongside
enhancing our geographical spread and concentrating on core
business objectives.
I believe that with firm determination and incessant hardwork
Pak-Libya would certainly emerge as a prominent contributor to
the overall economic fabric of Pakistan in the years to come.
We are committed to create long-term value for our
clients, shareholders, employees and other
stakeholders.
Acknowledgements
I would like to express my sincere gratitude to all the stakeholders
for the confidence they continue to repose in the Company. I also
want to express my sincere appreciation to the shareholders;
LAFICO and SBP, including MoF, for their continued support and
guidance.
Bashir B. Omer
Chairman
Date: 9 March 2017
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DIRECTORS’ REPORT
On behalf of the Board of Directors, we are pleased to present the Directors’ Report of
Pak Libya Holding Company (Private) Limited (“Pak-Libya”) along with annual audited
financial statements and the auditor’s report thereon for the year ended 31 December
2016 – with undaunted belief in accomplishing and making things happen we leap all
hurdles and continue to achieve our targets.
ECONOMIC OVERVIEW
Pakistan’s economy continued its journey towards a new era of
prosperity in the year 2016. With China Pakistan Economic
Corridor (CPEC) projects gaining momentum through
infrastructure and energy projects, Pakistan being upgraded from
a frontier economy to an emerging market in the MSCI Index,
divestment of Pakistan Stock Exchange (PSX) to Chinese
Consortium and GDP growth reaching to the highest in eight
years of 4.7% are factors that led renowned world economic
forums acknowledge Pakistan as a most favourite country for
investment. The average Consumer Price Index (CPI) inflation
clocked in at 3.7% primarily due to stable exchange rate and oil
prices although the same are on an increasing trend in the
international market. Foreign exchange reserves moved up to
US$ 23 billion. The overall sustainable and pro-growth economic
reforms by the Government upgraded Pakistan’s long-term credit
rating from B-Negative to B with a stable outlook – Standard and
Poor’s.
The State Bank of Pakistan (SBP) further brought down its policy
rate to 5.75% in the year 2016 as private sector credit picked
momentum, exchange rate remained stable and visible
improvements in energy supply all provided an environment
conducive for business to recuperate and boost the
macroeconomic stability.
With an absolute no tolerance policy for fixing the law and order
situation, the government is swiftly moving towards its target of a
peaceful and prosperous Pakistan. The modest improvement of

Pakistan’s ranking in the Global Peace Index (GPI) as well as
improved rating by Transparency International testifies the
incessant efforts made by the government over the last four years
to strengthen the strategic placement of Pakistan in the South
Asian region.
CORPORATE PERFORMANCE
We are pleased to present the results for the year 2016 with profit
before tax surpassing a billion mark, after having achieved yet
another milestone of acquiring the assets of Kamoki Energy
Limited (KEL). Besides the positive impact in profitability that
accrued due to acquisition of KEL’s assets, efficient treasury
management and investment in listed shares continued to have a
positive impact on the profitability both in terms of dividend income
and capital gain as PSX witnessed phenomenal growth in the
year 2016. Ranked as 5th best perfoming market in the World by
Bloomberg International, the PSX touched new heights with
KSE-100 Index closing at around 46%. This stellar performance of
the bourse enabled us to revamp our shares portfolio and hence
we managed to clear the unrealised losses that had accumulated
on the oil & gas portfolio.
Considering the favourable performance of the Company, initial
capital injection requirement of PKR 4 billion in relation to the
shortfall in statutory minimum capital has been revisited. Both the
shareholders in the AGM held on 15 April 2016 have agreed to
reduce the injection of capital to PKR 2 billion only as the
Company has bridged the gap through organic growth.
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As the government retired its borrowing to the banking sector,
private sector credit picked momentum. Capitalizing on this
opportunity and our strategic priority of building and
maintaining a high quality of advances portfolio, SME and
Retail Banking activities were launched around mid of 2016.
The first avenues to tap into were small business loan against
mortgage property; interest income from which started to
contribute to the underlying profitability from the latter half of
2016.

from non-conventioanl sources through financing on profit
basis were also added to the overall borrowings portfolio.

The Company’s overall liquidity profile during the year
improved and consequently the borrowing against PPTFCs
were pre-paid in full. This move was also aimed at securing
better and reduced rates on the long term borrowings. Hence,
the PPTFCs were replaced by new credit lines and borrowings

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

Moreover, the Pakistan Credit Rating Agency (PACRA)
maintained its credit ratings from the previous year for Pak
Libya in the year 2016 as follows;
Short term: A1+ (A one plus)
Long term: AA- (Double A minus)

Team Efforts
Each of our business units strove to support the management business strategy and hence played its fair share in the successful
implementation over the years. Highlights on our business units’ performance during the year is as follows:

Corporate & Investment Banking (CIB)
The overall credit expansion in terms of private sector borrowing in second half of FY2016 was PKR 375 billion as compared to PKR 283
billion in the same period of corresponding year (per statistics). With rise in momentum for infrastructure activities and CPEC, new avenues
and opportunities surfaced which our business teams tapped into and the positive impacts of which would ensue from the year 2017.
Consequent to acquiring the strategic (non-banking) assets of
KEL in the first quarter of 2016, the efforts of CIB remained largely
directed towards structuring a financially viable deal for these
assets so that healthy returns could be generated therefrom.
Furthermore, exercising a cautious stance in selecting clients
through stringent risk assessment, the advances portfolio
increased conservatively during the year however to supplement
the interest income stream, investments in debt securities also
have had its fair share in meeting the overall business targets of
the department for 2016.

PKR
194,541

PKR
880,060
Advances income
Others income

PKR
102,838
PKR
28,034
Investments income
Net reversals

Recoveries from delinquent clients remained a critical dimension to success of business strategy for CIB in 2016 as well. Hence, the
business team in coordination with special asset management (SAM) and legal department materialised notable recoveries. All these
efforts, along with timely repayments from advances’ portfolio, translated into positive results in terms of departmental performance.
Nevertheless, the challenge that lay ahead for CIB is expanding its loan book so that the core business is uplifted in line with the overall
business plan of the Company.
Treasury & Fund Management (TFM)
As interest rates further went down in the year 2016, our TFM department made further efforts to mobilize resources at competitive rates
for business units. Comforted by ease in overall liquidity position, PPTFCs were prepaid in full and new credit lines were secured at
cheaper rates. Furthermore, efforts were also directed towards shift in the borrowings portfolio from short to medium and long term to meet
with the assets’ profile.

PKR
147,320

PKR
875,297
Interest income

12 PakLibya

Capital gain

On the income front TFM continued to support our core business
income through maintaining a reasonable portfolio in secondary
market investments alongside selected investments in debt
instruments. Returns in terms of both interest income and capital
gains added to the bottom line profitability and would continue to
do so till the targeted loan book is built up to occupy a dominant
position in the overall asset mix.

Securities Portfolio Management (SPM)
Year 2016 brought about many positive developments for Pakistan. From the long awaited merger of the three stock exchanges,
particularly Karachi Stock Exchange, to form Pakistan Stock Exchange to taking over of 40 percent of stake by Chinese investors, the
developments bode not only well for the Exchange but as well for Pakistan overall. The KSE 100 index hence touched new heights and
gaining 47,807 points closed at 46%. Ranked 5th best performing stock market in 2016, PSX gains benefited investors in more than one
way. Pak-Libya equally benefited from these unprecedented positive developments both in the form of realised returns and upscaling of
the overall portfolio valuation.
The benefits of transformation from KSE to PSX are yet to
translate in results for Pak-Libya on its direct investment in PSX.
Our SPM department on the basis of our overall risk appetite and
resources available posted returns of 14.97% in the year 2016
despite curtailment of prudential limits due to minimum capital
requirement (MCR) shortfall. Moreover, owing to the positive
developments in the market, SPM first cleaned up the unrealised
losses that had piled up on the oil & gas portfolio and thereafter
efficiently built a fresh portfolio with an aim to achieve
diversification, growth through revaluation gains as well as regular
returns both as dividends and capital gains. Furthermore, the
partial divestment of PSX to the Chinese Consortium will not only
afford capital gains but will also result in substantial revaluation
gains on the remaining investment in 2017.

PKR
44,579

PKR
51,939

Dividend

Capital gain

SME & Retail Banking (SME-RB)
Considering the overall economic conditions and business strategy of the Company, SME and Retail Banking operations were launched
in the second half of year 2016. With an aim to tap potential demand in the SME sector, specific sub-sectors were identified and
earmarked for kicking off the department’s operations. Hence, in the first phase portfolio was built in auto loans and business loans against
mortgage property as demand from both these sectors was strong and dominant owing to the overall rise in activity in both sectors.
Furthermore, the regulatory target for SME financing was also successfully achieved and the business team is confident that the portfolio
would increase further to a decent level in the years to come.
Financial highlights 2016 – 2015
Statement of Financial Position – Year end balances

Total Assets
Total Liabilities
Net Assets
Represented by:
Share Capital
Reserves
Accumulated loss
Surplus on revaluation of assets – net of tax
Profit and Loss Account - For the year
Profit before taxation
Profit after taxation
Earnings per share (PKR)

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

2016
2015
(PKR in thousands)
18,895,441
14,134,026
4,761,415

15,274,279
11,379,536
3,894,743

6,141,780
302,094
(1,774,710)
4,669,164
92,251
4,761,415

6,141,780
143,860
(2,411,691)
3,873,949
20,794
3,894,743

1,031,819
791,170
1,288

472,415
305,026
497

We are, however, confident that once the capital injection, even in
tranches, started, the Company will be MCR compliant and
based on the existing performance trend will be able to distribute
dividend to its shareholders.

In view of the minimum capital requirement (MCR) shortfall faced
by the Company, no amount could be considered for distribution
of dividends (bonus or cash) to the shareholders.
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Statement on
Framework
•
•
•

•
•
•
•
•
•

Corporate

and

Financial

Reporting

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 in the preparation of financial statements and
accounting estimates are based on reasonable and
prudent judgment. Further, changes in the accounting
policies are duly disclosed in the financial statements.
International Financial Reporting Standards, as applicable
in Pakistan for DFIs, have been followed in the preparation
of financial statements.
There are no doubts regarding the Company’s ability to
continue as a going concern.
Tax contingencies have been disclosed in the financial
statements.
There has been no material departure from the best
practices of corporate governance.
The system of internal controls including internal controls
over financial reporting is sound in design and has been
effectively implemented and monitored.
Summary of key operational and financial data for last six
years is enclosed.

Corporate Social Responsibility
The Company has always remained active in fulfilling its social
responsibility and will continue its efforts on this front in future as
well. However, despite the performance of the Company, we
were unable to support certain notable, reputed charitable
institution due to SBP prudential regulations. Therefore we
requested SBP to approve us a limit for certain charitable
institution so that we could give back something in return to the
society.
Board Composition
During the year no vacancy existed on the Board.
Risk Management Framework
The Company’s overall Risk Management Framework is robust.
The Risk Management Structure of the Company is overseen
by the Board Risk Management Committee (BRMC) which has
further entrusted the task to the Management Risk
Management Committee (MRMC) to carry out the assessment
of all types of risks, the Company is exposed to and work on a
strategy and action plan to mitigate the risks on the basis of
Company’s overall risk appetite.
The Credit Policy and Credit Manuals for the Company were
updated and modified based on changing risk and regulatory
environment and are being implemented for a better and
comprehensive evaluation, on a continuous basis, of credit
exposure that each client brings in. The redesigned Obligor Risk
Rating model and Facility Risk Rating model emphasising upon
internal ratings model covering objective aspects are used for
respective evaluation of risks. Consequently, the risk appetite
has been further elaborated to include specific limits.
Furthermore, the monitoring and reporting mechanism has also
been strengthened with an aim to improvise the overall credit
risk management process.
We believe that a sound Operational Risk Function is critical for
uninterrupted workflow of operations round the year. Thus,
staying watchful of any contingency that may arise and to
ensure continuity of our business operations, we shifted our
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BCP site to one of our peer DFIs under a reciprocal
arrangement. Moreover, an operational risk database is being
regularly maintained to comply with the regulatory requirement
as well as to keep a regular check on the incidents that need to
be addressed on a prompt basis and also to evaluate the
effectiveness of the operational risk mechanism in function.
We have also formalised a Company-wide documented
business continuity plan at each business unit level considering
the operational risk. During the year, we continue to
strengthened our Internal Controls and hence brought about
various improvements and initiated development of an
integrated IT system keeping in view the best practices and to
cater our reporting requirements. The new integrated system
would be fully implemented in year 2017. Furthermore, our
Compliance, Risk Management and overall Internal Control
structure remained robust and the implementation of SBP
guidelines and framework on Internal Control Over Financial
Reporting (ICFR) remained steadfast.
The market risk function continues to monitor market related
risks. Stress Testing analyses are used to assess impact of key
potential risks on existing exposures. The revised market risk
policy with elaborated interest rate risk has been implemented.
Also, the guidelines on monitoring and reporting of interest rate
risks have been enhanced in the overall market risk
management framework.
The Company has also a Liquidity Risk Management Policy, in
addition to the Liquidity Management Policy, in place. The
revised Liquidity Risk Management Manual included a detailed
and comprehensive Liquidity Contingency Plan.
The Company continues to maintain its CAR well above
prescribed regulatory thresholds throughout the year based on
applicable Basel II and Basel III requirements. Internal Capital
Adequacy Assessment Process (ICAAP) framework has been
reviewed in view of the guidelines issued by SBP and
implemented to make the process more robust and effective.
Moreover, efforts are underway to comply with regulatory
Minimum Capital Requirement (MCR) of Rs. 6 billion. SBP has
allowed exemption to the Company from meeting the required
MCR till 30 June 2017.
Growth in the Company’s portfolio is being handled effectively to
avoid risk concentration through established limits.
Amendments in the limits have been duly made following
revision in the Prudential Regulations. The Company aims at
business growth by assuming direct exposure or through risk
participation. Risk Management Division proactively contributes
in exposure selection within the defined risk parameters.
The Company continues to put in efforts to further improve and
strengthen the risk management and internal control framework
of the Company.

Statement on Internal Controls
A sound system of internal controls is in place to achieve
organisational objectives and continuous improvement is made
therein in light of the changing requirements of the business and
operating environment. Management has evaluated the internal
controls, including internal controls over financial reporting as
effective and the Board endorses the same evaluation. The
State Bank of Pakistan, in view of the strengthened control
environment has granted exemption to the Company from
annual submission of external auditor’s long form report on
internal control over financial reporting (ICFR).
Comments of Auditors in their Audit Report
The Company auditors have added emphasis of matter
paragraphs in their audit report. They have drawn attention to
note 1.2 to the accompanying financial statements and stated
that the State Bank of Pakistan (SBP) has granted exemption to
the Company from the required minimum paid-up capital (free of

losses) of Rs. 6 billion till 30 June 2017 and has advised the
Company to provide equity injection timeline by the Government
of Pakistan by 31 March 2017.
The opinion of auditors is not qualified in respect of the above
matter.
Comments of Auditors in their Review Report on Best
Practices of Corporate Governance to the Management
Auditors have not highlighted any material non-compliance in
their review report on Company’s Statement of Best Practices of
Corporate Governance.
Statement of Investment of Provident and Gratuity Funds
The values of investments (excluding cash at bank) of provident
fund and gratuity fund as at 31 December 2015 were PKR
79.811 million and PKR 101.941 million respectively based on
the audited accounts of these funds.

Details of Board Meetings and Board Sub-committee meetings attendances and their memberships
During the year, six meetings of the Board of Directors were held and attended by directors as follows:
Name of Director

Mr. Bashir B. Omer
Mr. Fazal-ur-Rehman
Mr. Ramadan A. Haggiagi
Mr. Haque Nawaz
Mr. Abid Aziz
Mr. Khalid S.T. Benrjoba

Designation

Meetings
held during directorship

Meetings
attended

Chairman
Director
Director
Director
Managing Director
Deputy Managing Director

6
6
6
6
6
6

6
6
6
6
6
6

Details of Audit Committee Meetings
During the year, five meetings of the audit committee were held and attended by member(s) as follows:
Name of Director

Mr. Ramadan A. Haggiagi
Mr. Fazal-ur-Rehman
Mr. Haque Nawaz

Designation

Meetings
held during directorship

Meetings
attended

Chairman
Member
Member

5
5
5

5
5
5

Details of Risk Management Committee Meetings
During the year, two meetings of the risk management committee were held and attended by member(s) as follows:
Name of Director

Mr. Fazal-ur-Rehman
Mr. Ramadan A. Haggiagi
Mr. Khalid S.T. Benrjoba

Designation

Meetings
held during directorship

Meetings
attended

Chairman
Member
Member

2
2
2

2
2
2

Details of Recruitment & Compensation Committee Meetings
During the year, two meetings of the recruitment and compensation committee were held and attended by member(s) as follows:
Name of Director

Mr. Bashir B. Omer
Mr. Fazal-ur-Rehman
Mr. Abid Aziz

Designation

Meetings
held during directorship

Meetings
attended

Chairman
Member
Member

2
2
2

2
2
2

Details of Credit/Investment Committee Meeting
During the year, one credit/investment committee meeting was held and attended by member(s) as follows:
Name of Director

Designation

Meetings
held during directorship

Meetings
attended

Mr. Bashir B. Omer
Mr. Haque Nawaz
Mr. Abid Aziz

Chairman
Member
Member

1
1
1

1
1
1

Auditors
The present auditors M/s EY Ford Rhodes, Chartered Accountants (A member firm of Ernst and Young Global Limited) have
retired and completed their five consecutive audit periods. The Board of Directors on recommendation of the Audit Committee
has recommended the appointment of M/s Grant Thornton Anjum Rahman as auditors of the Company for the financial year
ending 31 December 2017.
Pattern of Shareholding
Shareholders

Shareholding (%)

Government of Pakistan through State Bank of Pakistan
Government/State of Libya through Libyan Foreign Investment Company (LAFICO)
Total
Company Outlook
With the overall positive developments in the macro-economic
variables, Pakistan would continue to enhance its strategic
importance in the region in medium to long term. As CPEC
gains momentum and the supporting infrastructure
developments pace up further, overall credit requirements for
fixed investment would further escalate and consume the
liquidity that retirement of government borrowings have created.
As we successfully achieve many of the targets set for the
financial year 2016 and work towards achievement of remaining
milestones with same zeal and fervour, we are confident that we
will turn our challenges into opportunities and continue to grow
and achieving our long term business objectives.
We hold a firm stance towards our future business strategy and
outlook. Moving forth with an aim to increasing the advances
portfolio size to almost double in the next three years, we
understand and believe that a performing portfolio from our core
business, growing at a steady rate, would provide a solid ground
for our business targets to propel towards one of our core
objectives of long-term growth and return optimisation.
Additionally, our other business units would continue to
contribute to the overall performance through individual
strategies in line with the prevailing business environment to
augment the core business objective i.e. economic growth of the
Country through industrial development.
After having successfully acquired the assets of KEL, the
management is all geared to strike a financially viable deal for
these assets so that the earning capacity of the Company could
be enhanced. Thereafter, the only impediment that would need
to be overcome is remaining shortfall in statutory minimum
regulatory capital on which we are hopeful of a positive
outcome. We believe that with shareholders’ support and
consistent performance we would soon get to a level where we
would outperform our peer group.
In view of the overall efforts being made by the management
and the consistent positive results that we have managed to
achieve over the years, we are much optimistic about our
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50
50
100

Company’s future growth, profitability and attainment of
competitive edge.
The government however would need to continue to make its
efforts more pronounced in improving the overall law and order
situation as well as resolve the energy woes as these two issues
have shaken investors’ confidence time and again resulting in
flight of capital and resources from Pakistan. Pak-Libya is
equally committed to accomplish its vision of long term growth
and sustainability through our uncompromising “to-do” attitude
and team work as we believe that “We” equals “Power &
Success.”
Acknowledgements
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, including
MoF, for their continued support and guidance and to the
employees of the Company for their steadfast trust and loyalty.
On behalf of the Board of Directors

Khalid S.T. Benrjoba
Deputy Managing Director
Abid Aziz
Managing Director & CEO
Date: 9 March 2017

NET PROFIT BEFORE TAX
1,500

2008

1,032
1,000
500
-

105

62

196

116

318

2009

472

2010
2011

(500)

2012
(753)

(1,000)

2013

(1,500)

2014

(2,000)

2015

(2,500)

2016

(3,000)

(3,317)

(3,500)
(4,000)

RETURN ON EQUITY BEFORE TAX
2008
40.0%

23.84%
20.0%

1.6%

1.0%

6.1%

1.8%

12.62%

2010
2011

0.0%
-20.0%

9.2%

2009

2012

-12.6%

2013
-40.0%

2014

-60.0%
-80.0%

2015
- 69.8%

2016

Annual Report 2016 17

TOTAL ASSETS
20,000

18,895

18,000

16,411

16,000

2009

16,375

15,274

14,884

14,000
12,000

2008

13,466

12,172

12,121

2010

12,436

2011
2012

10,000

2013

8,000

2014

6,000
4,000

2015

2,000

2016

-

RETURN ON ASSETS BEFORE TAX
2008

10.0%

6.04%

5.0%

0.6%

0.4%

1.5%

0.7%

0.0%

2.6%

3.41%

2009
2010
2011

-5.0%

2012

-5.3%
-10.0%

2013

-15.0%

2014

-20.0%

2015

-25.0%

18 PakLibya

-23.4%

2016

NET EQUITY
7,000

6,311

6,460

2008

6,354

2009

5,653

6,000

4,761
5,000
4,000
3,144

3,320

3,587

2010
2011

3,895

2012
2013

3,000

2014

2,000

2015
1,000

2016

-

CAPITAL ADEQUACY RATIO (CAR)
60%

56%

50%

41%

44%
38%

40%

37%

30%

37%

40%
33%
28%

20%
10%
0%

2008

2009

2010

2011

2012

2013

2014

2015

2016

Annual Report 2016 19

SUMMARY OF KEY OPERATIONAL AND
FINANCIAL DATA 2011-2016
(Rs. In Million)
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1,179,031

Markup earned
Income
composition
2016

Non Markup Income
Provision Reversal

Mark up expenses

865,788

Non markup expenses

561,422

Taxation

240,649

Asset
Mix
2016

118,497
1,161,501

Expence
composition
2016

Investments

13,183,821

Advances

2,837,523

Others

2,874,097
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STATEMENT OF INTERNAL CONTROLS
For The Year Ended 31 December 2016

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 broadly comprises of control
procedures and control environment. Following is the brief on
the internal control systems:
•
•
•
•

•

•

•

•
•

Management identifies control objectives for key areas,
makes necessary policies and procedures for effective
controls and ensures implementation of the same.
Policies for various key areas have been made which have
been approved by the Board of Directors.
Policies and procedures are reviewed and amendments are
made to continuously bring required improvements in the
same from time to time.
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).
On 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.
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.
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.
Budgets and plans are approved by the Board of Directors
which are monitored for implementation on periodic basis.
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
•

•

Previous documentation for Internal Controls Over Financial
Reporting (ICFR) has been updated in financial year 2016 to
incorporate the updated status of processes and controls.
This is aimed to bring further improvement in the ICFR
framework of the Company.
SBP’s instructions (specific or general) issued on the matter
of ICFR from time to time are complied/being complied at
earliest possible timelines.
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•

The SBP has granted exemption, to the Company, from the
requirement of Statutory Auditors’ Long Form Report on
ICFR. Consequently, the Company has been submitting the
Audit Committee’s annual assessment report on the efficacy
of the Internal Control over Financial Reporting as required
under circular ‘OSED Circular No. 01 of 2014’ dated 7
February 2014.

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 2016 to bring further improvements in
the internal control systems. Moreover, gaps identified in the
internal control systems, including internal controls over
financial reporting from time to time are targeted to be
completed at the earliest possible timeline.

Khalid S.T. Benrjoba
Deputy Managing Director
Abid Aziz
Managing Director & CEO
Date: 9 March 2017

STATEMENT OF BEST PRACTICES
OF CORPORATE GOVERNANCE
For The Year Ended 31 December 2016

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” or “Pak-Libya” or “PLHC”). Until prior year the Code of Corporate
Governance (the Code) as framed by the Securities and Exchange Commission of Pakistan was applicable to all Development
Financial Institutions (DFIs) including the Company, however through BPRD circular 14 of 2016 issued on 20 October 2016 by
the State Bank of Pakistan (SBP) the Code is no longer mandatory for the DFIs.
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 Directors (Two)

Mr. Abid Aziz – Managing Director
Mr. Khalid S.T. Benrjoba – Deputy Managing Director

Non-Executive Directors (Four)

Mr. Bashir Blkasm Omer
Mr. Fazal ur Rehman
Mr. Ramadan A. Haggiagi
Mr. Haque Nawaz

2.

The directors have confirmed that none of them is serving as a director in more than seven listed companies, including
PLHC.

3.

All the resident directors of the Company are registered as taxpayers and none of them has defaulted in payment of any
loan to a banking company, a DFI or an NBFI or, being a member of a stock exchange, has been declared as a defaulter
by that stock exchange.

4.

During the year no vacancy existed on the Board.

5.

The Company has prepared employee 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.

6.

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 has
been maintained.

7.

All the powers of the Board have been duly exercised and decisions on material transactions have been taken by the
Board. Further, as per the process, the appointment, remuneration and terms of employment of the CEO, other executive
and non-executive directors are taken by the board / shareholders, as applicable.

8.

The meetings of the Board were presided over by the Chairman. The Board met at least once in every calendar quarter.
Written notices of the Board meeting, along with the agenda and working papers, were circulated at least seven days
before the meetings. The minutes of the meetings were appropriately recorded and circulated. Further, roles and
responsibilities of the Chairman and Chief Executive Officer have been defined by the Board as per the requirements of
the regulations and best practices.

9.

The directors are professionally trained and have vast experience to effective discharge their fiduciary duties.

10.

The appointments of the Chief Financial Officer, the Company Secretary and the Head of Internal Audit including their
remuneration and terms of employment are approved by the Board.
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11.

The Directors’ Report for the year has been prepared in compliance with the requirements of related laws and regulations
and fully describes the applicable salient matters required to be disclosed.

12.

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

13.

The Directors, Chief Executive Officer and Executives do not hold any interest in the shares of the Company.

14.

The Company has complied with all applicable corporate and financial reporting requirements of the applicable laws and
regulations.

15.

The Board has formed an Audit Committee. As per its approved structure, this committee comprises of three members, all
of whom are non-executive Directors including its Chairman.

16.

The meetings of the Audit Committee are held at least once every quarter prior to the approval of interim and final results
of the Company. The terms of reference of the committee have been formulated and advised to the committee for
compliance.

17.

The Board has also constituted a Recruitment and Compensation Committee. As per the approved structure, it comprises
of two non-executives and one executive director. The chairman of the committee is a non-executive Director.

18.

The Board has set up an effective internal audit function. Personnel of the Internal Audit Department are suitably qualified
and experienced for the purpose and are conversant with the policies and procedures of the Company.

19.

The statutory auditors of the Company have confirmed that they have been 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.

20.

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.

Khalid S.T. Benrjoba
Deputy Managing Director
Date: 9 March 2017

24 PakLibya

Abid Aziz
Managing Director & CEO

AUDITORS’ REPORT TO THE MEMBERS
We have audited the annexed statement of financial position of Pak Libya Holding Company (Private) Limited (the Company)
as at 31 December 2016 and the related profit and loss account, statement of comprehensive income, cash flow statement and
statement of changes in equity together with the notes forming part thereof, for the year then ended and we state that we have
obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the purposes of
our audit.
It is the responsibility of the Company’s management to establish and maintain a system of internal control, and prepare and
present the above said statements in conformity with the approved accounting standards and the requirements of the Companies
Ordinance, 1984. Our responsibility is to express an opinion on these statements based on our audit.
We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that we plan
and perform the audit to obtain reasonable assurance about whether the above said statements are free of any material
misstatement. An audit includes examining on a test basis, evidence supporting the amounts and disclosures in the above said
statements. An audit also includes assessing the accounting policies and significant estimates made by management, as well as,
evaluating the overall presentation of the above said statements. We believe that our audit provides a reasonable basis for our
opinion and, after due verification, we report that:
(a)

in our opinion, proper books of account have been kept by the Company as required by the Companies Ordinance,
1984;

(b)

in our opinion:
(i)

the statement of financial position and profit and loss account together with the notes thereon have been drawn
up in conformity with the Companies Ordinance, 1984, and are in agreement with the books of account and are
further in accordance with accounting policies consistently applied except for the changes as stated in note 4.1
with which we concur;

(ii)

the expenditure incurred during the year was for the purpose of the Company’s business; and

(iii)

the business conducted, investments made and the expenditure incurred during the year were in accordance
with the objects of the Company.

(c)

in our opinion and to the best of our information and according to the explanations given to us, the statement of financial
position, profit and loss account, statement of comprehensive income, cash flow statement and statement of changes
in equity together with the notes forming part thereof conform with approved accounting standards as applicable in
Pakistan, and, give the information required by the Companies Ordinance, 1984, in the manner so required and
respectively give a true and fair view of the state of the Company’s affairs as at 31 December 2016 and of the profit,
comprehensive income, cash flows and changes in equity for the year then ended; and

(d)

in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

We draw attention to note 1.2 to the accompanying financial statements which explains that State Bank of Pakistan (SBP), has
granted further exemption to the Company from the required minimum paid-up capital (free of losses) of Rs.6 billion till 30 June
2017 and has advised the Company to provide specific timeline for equity injection by the Government of Pakistan in the Company by 31 March 2017; and
Our opinion is not qualified in respect of the above matter.

Chartered Accountants
Audit Engagement Partner: Shabbir Yunus
Date: 9 March 2017
Karachi
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