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Soaring Spirits
Being ambitious is essential to achieving Success and requires a spirit of confidence,
persistence and most importantly Strategy. While many people aim to achieve something
better to differentiate themselves from others, Pak Libya Holding Company (Private) Limited
(PLHC) is in soaring spirits to become the highest ranking Investment Company of Pakistan
by extending development financing to meet socio-economic objectives of the Country.
The flock of birds forming an inclining arrow symbolizes new opportunities and future
development of Pakistan.
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Ratings

Entity Rating
Maintained by PACRA

Long Term:

Short Term:

(Double A Minus)

(A One Plus)

AA- A1+

Instrument Rating
Privately Placed Secured TFC

750

Rs.

million
AA (Double A)

Issue Date: February 07, 2011
Maturity Date: February 07, 2016

Privately Placed Secured TFC

1,000million

Rs.

AA (Double A)

Issue Date: February 24, 2015
Maturity Date: February 24, 2020
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From the Gulf of Investments
to Coastlines of Returns
This illustration portrays the model of flocking behavior of birds which is strategically controlled during their
Journey towards the Coastline. Likewise, PLHC is on a Journey to promoting the economic development
of Pakistan by routing development funds to fruitful sectors, such as infrastructure and industries, through
strategic investments.

Vision
To maintain and sustain Pak Libya
Holding Company (Private) Limited’s
position as a leading financial institution
by developing and contributing to
shareholders’ investment.

Mission
To be firmly committed to development finance and investment activities whilst efficiently managing costs and
maximizing returns in order to build a Company that plays a vital role towards corporate responsibility.
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Core Values:

Corporate Strategy:

•
•

•
•

•

Value creativity and innovation
Recognize that Leadership, Empowerment and
Accountability are essential for corporate
success
Strongly believe that quality and an unyielding
commitment to continuous improvement are
indispensable to achieving growth

•

Invest in people to build organizational capability
Leverage the available financial resources and
management skills
Focus on integrated value creation
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Achieving High
Altitudes of Success
Over the past few years, PLHC has played a vital role in fostering growth of sustainable businesses in Pakistan,
improving lives and achieving social development goals set by the government. The birds flocking high in the sky
depict the achievements of PLHC by hitting the bullseye.

Annual Report 2014 11

Corporate Information
BOARD COMMITTEES
CREDIT/ INVESTMENT COMMITTEE
Mr. Bashir B. Omer
Chairman
Mr. Haque Nawaz
Member
Mr. Abid Aziz
Member
Mr. Merajuddin
Secretary
RISK MANAGEMENT COMMITTEE
Mr. Fazal-ur-Rehman
Chairman
Mr. Ramadan A. Haggiagi
Member
Mr. Khalid S.T. Benrjoba
Member
Mr. Abdul Latif Memon
Secretary
AUDIT COMMITTEE
Mr. Ramadan A. Haggiagi
Mr. Fazal-ur-Rehman
Mr. Haque Nawaz
Mr. Merajuddin

Chairman
Member
Member
Secretary

RECRUITMENT AND COMPENSATION
COMMITTEE
Mr. Bashir B. Omer
Chairman
Mr. Fazal-ur-Rehman
Member
Mr. Abid Aziz
Member
Mr. M. Iqbal Ghori
Secretary
COMPANY SECRETARY
Mr. Merajuddin
AUDITORS
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Chartered Accountants
LEGAL ADVISORS
M/s. Mohsin Tayebaly & Company
REGISTERED OFFICE
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WEBSITE
www.paklibya.com.pk

Our Team
EXECUTIVE COMMITTEE
Mr. Abid Aziz
Managing Director & CEO

Mr. Muhammad Masood Ebrahim
Chief Financial Officer

Mr. Khalid S.T. Benrjoba
Deputy Managing Director

Mr. Manzoor Saber
Head of Internal Audit Division

SENIOR MANAGEMENT

Mr. Arshad Ismail Khan
Head of Operations (Back Office)

Syed Ghazanfar Ali
Head of Corporate & Investment Banking Division

Mr. Muhammad Sabihuddin
Head of Compliance Division

Mr. Muhammad Ali Yacoob
Head of Securities Portfolio Management Division

Mr. Abdul Latif Memon
Head of Risk Management Division

Mr. Najam Iqbal Mirza
Head of Treasury & Fund Management Division

Mr. Muhammad Iqbal Ghori
Head of Human Resources & Administration
Division

Ms. Tasneem Lotia
Head of Liability Management

Mr. Saadat Muzaffar
Head of North Region, Lahore
Mr. Minhaj-ul-Islam Farooqi
Head of Law Division
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Alighting with
New Opportunities
The investment activities of PLHC are primarily focused on bridging the gap
between commercial investments and infrastructure development. In addition, the
Company is actively tapping new business opportunities to contribute to the
economic prosperity of the Nation.
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Chairman’s Review
I am pleased to present the Annual Report of Pak Libya Holding
Company (Private) Limited for the year ended December 31, 2014.

“The tremendous efforts of the management
and our staff are evident in the results for the
year.”

After suffering substantial losses in the financial years
2009 - 2012, Company’s performance is back on track
as a result of successful implementation of revised
business strategy. This year the Company earned a
profit after tax of Rs. 232.68 million, which is a result of
extraordinary teamwork.
The Company remains well positioned in terms of its
business strategy and selective stance in asset growth.
Strengthening risk management, compliance and
associated controls remain at the core of our philosophy,
which is in keeping with the Company’s business
orientation and future plans. These initiatives are aimed
for sustainable long term strategic growth of the
Company.
The Company successfully implemented its renewed
investment strategy for shares and portfolio
management division and has been taking due
advantage of the opportunities offered by Pakistan’s
stock market.
The Company has been performing well regardless of
certain operational limitations due to the existing
situation of minimum capital requirement. The
shareholders, in the AGM held in April 2013, gave their
consent, in principle to increase the paid-up capital of
the Company through rights issue transaction of Rs.
4.00 billion. The Board has been reviewing the
performance, entire situation of the Company
considering sustainable growth and income and
developments in the process of equity injection.
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The Company has nevertheless continued to achieve its
objectives and fulfill requirements in a manner
proportionate to its business model. I am confident of a
positive outcome and an early completion of the equity
injection process.
I have no doubt that given the continuous dedication
and team spirit of our employees as well as the
steadfast support of our existing and prospective
customers, Pak Libya can prosper further in the years
ahead.
Acknowledgements
I would like to express my sincere gratitude to all the
stakeholders of Pak Libya for the confidence they
continue to repose in the Company. I also want to
express my sincere appreciation to the shareholders;
LAFICO and SBP for their continued support and
guidance.

Bashir B. Omer
Chairman
Date: February 20, 2015
Karachi

Directors’ Report
The Board of Directors of Pak Libya Holding Company
(Private) Limited (“the Company” or “Pak Libya” or
“PLHC”) is pleased to present the Annual Report of the
Company for the year ended December 31, 2014.

Going forward, the vision of a strong and stable Pakistan
is dependent upon effective implementation of consistent socio-economic policies without further delay.

Economic Overview

Corporate Performance

During the year, the economy started to reflect the
serious efforts made to turnaround the economic conditions by the Federal Government and implementation of
its economic vision. The economy successfully
achieved 4.14% growth in the outgoing fiscal year,
which is the highest level of achievement since 2008-09.
Initial positive indicators, notably stabilizing foreign
exchange reserves, appreciation of exchange rate,
relative stability in prices due to decrease in inflation and
reducing oil prices, significant increases in remittances,
and historical heights of Karachi Stock Exchange
reinforced this view. The international regulators and
monetary agencies are also acknowledging and appreciating the positive improvements in the national economy.

The Company has witnessed crests and troughs in the
recent past; however, 2014 proved a success of our
business strategy which we started implementing after
financial year 2012.

In view of the declining inflationary outlook, State Bank
of Pakistan (SBP) decreased the policy rate by 50 bps in
its monetary policy announcement in November 2014.
Subsequent to year end, SBP has decided to reduce
the policy rate further by 100 bps from 9.5% to 8.5%
effective January 26, 2015 for two months as CPI
inflation and its expectations continue to follow a downward trajectory.
However, ongoing efforts will be decisive as the economy continued to face, during the current year, serious
‘long term historic challenges’ like distressed law and
order situation, energy crisis, inadequacy of taxation
reforms, and balance of payment issues.

New and evolving regulatory requirements governing
capital, leverage, and liquidity, together with the steps
we have taken to adapt to them, have been critical for
the profitable operations of the Company and to creating
a safer and more resilient financial system.
The Company has been making profits since FY 2013
as against the substantial losses suffered in FY 2009 2012.

“During the year under review, the
Company earned a profit after tax of
Rs. 232.68 million - an increase of
Rs. 51.09 million as compared to last
year.”
The main contributors toward profit during the year were
net gain from trading in securities, income and fee
recovery from certain non-performing and troubled
assets. Net mark-up income during the year increased
by Rs. 60.968 million as compared to the previous year
and stood at Rs. 315.218 million.
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Since last year we have been actively monitoring
provisioning which resulted in net provision reversal /
income during the current and previous years. The focus
of our efforts was two-fold; along with concentrating on
building a high quality asset portfolio and recoveries of
non-performing portfolio, we strove to improve risk
management and enhance the profitability of the
Company. Through strenuous recovery efforts and
follow ups, the Company achieved reversal of provisions
against certain old classified assets which made
contribution to the profit for the year.

framework, including internal controls over financial
reporting (ICFR) is being further strengthened. We are
hopeful that all these measures will result in lower risk
profile of the Company and will help in sustainable
future growth.

During the year, the Company maintained its cautious
and selective stance in asset growth and focused on risk
adjusted improvements in portfolio. A retail liability
product launched by the Company last year, with a view
to diversify its deposit base and lower risk profile in
liabilities has been achieving its objectives. Moreover,
risk management, compliance and internal control

The Company has successfully implemented its
renewed investment strategy for Securities and Portfolio
Management (SPM) division and took advantage of the
opportunities available in the stock market,
consequently made a strong contribution towards profits
for the year.

The Company has been successful in implementing
Board’s strategy to capitalise available opportunities in
the money market and harvest the benefit of interest
rate changes by investing in government securities,
which resulted in the increase in core earnings.

A brief summary of the financial results and financial position is as follows:
Year-end balances:

Rs. in thousands
2014
2013

Total assets
Total liabilities
Net assets

12,436,185
8,849,498
3,586,687

12,120,737
8,800,819
3,319,918

Shareholders’ equity (net):
Share capital
Reserves
Accumulated loss
Sub total
Surplus/(deficit) on revaluation of assets – net of tax
Total

6,141,780
82,855
(2,655,790)
3,568,845
17,842
3,586,687

6,141,780
36,319
(2,845,431)
3,332,668
(12,750)
3,319,918

317,579
232,681
379

195,995
181,595
296

For the year:
Profit before taxation
Profit after taxation
Earnings per share (Rs.)

The Company has transferred an amount equal to 20% of profit after taxation to statutory reserves as per the
applicable legal requirements.
In view of the minimum capital requirement (MCR) shortfall faced by the Company, no amount could be considered for
distribution of dividends (bonus or cash) to the shareholders. We are, however, confident that once the capital injection
transaction of Rs. 4 billion is completed, the Company will earn sufficient profits to enable dividend distributions to its
shareholders in addition to compliance with MCR.
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Statement on Corporate and Financial Reporting
Framework

•

•

Corporate Social Responsibility

•
•

•
•
•
•
•

•

•

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
practice of corporate governance.
Directors Training Programmes (DTPs) are being
arranged for the Directors in compliance with the
Code of Corporate Governance (Code). Further, to
comply with the requirement of the Code, one of the
executive directors, subsequent to year end, has
obtained certification under DTP and another
director has completed 3 days training program and
now required to attend 2 days program for
certification. The remaining directors will complete
their training at the earliest possible time. Further as
per the requirement of the Code, the roles and
responsibilities of the Chairman of the Board and the
Chief Executive Officer of the Company have been
approved by the Board of Directors.
Public Sector Companies (Corporate Governance)
Rules, 2013 issued by the Securities and Exchange
Commission of Pakistan (SECP) were not
applicable to the Company as the same have been
exempted by SECP subject to the conditions that
training of directors, performance evaluation of the
board and audit of financial statements through
QCR rated firms shall be ensured. The Company
intends to ensure compliance with these conditions
of exemption in letter and spirit.
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.

The Company has always remained active in fulfilling its
social responsibility and will continue its efforts on this
front in future as well.
Board Composition
During the year, the appointment process of one GoP
nominee director was completed, thereby completing
the board composition of the Company. This helped in
more robust execution of policies and strategic matters
of the Company.
Credit Rating
In its rating announcement (June-2014) during the year,
PACRA maintained Company’s credit rating as follows:
Long Term:
Short Term:

AA- (Double A minus)
A1+ (A one plus)

These ratings denote a very low expectation of credit
risk emanating from very strong capacity for timely
payment of financial commitments.
Further, Privately Placed Secured TFC issue
(Feb-2011) of the Company has been rated AA (Double
A) by PACRA. A negative outlook has been assigned to
the Company and TFC ratings signifying the need for
timely injection of equity.
Risk Management Framework
Risk management structure of the Company entails a
consolidated and holistic approach. Risk management
process of the Company is overseen by the Board’s
Risk Management Committee.
The Credit Policy and Credit Manuals for the Company
were updated and modified based on the changing risk
and regulatory environment and are being implemented. The Obligor Risk Rating model and Facility Risk
Rating model were redesigned with a view to emphasize upon internal ratings model covering objective
aspects. Moreover, implementation of sound monitoring
and reporting mechanism has improved the overall
credit risk management process.
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SBP has introduced Basel III regulations for Capital
Adequacy Ratio (CAR) calculations, with effect from
December 2013, with a phase wise approach, with full
scale implementation by December 2019. The
Company has maintained its CAR well above
prescribed regulatory thresholds throughout the year
based on applicable Basel II and Basel III requirements.
Internal Capital Adequacy Assessment Process
framework has been reviewed in light of the new
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 March 31, 2015.
The Company continued its efforts to enhance the
scope of its Operational Risk Management Framework
in order to better understand the operational risk profile
and improve the overall control environment. Existing
Business Continuity Plan and Disaster Recovery
policies are being continuously reviewed to address the
relevant risks appropriately.
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 Company has also formulated a
Liquidity Risk Management Policy in addition to the
Liquidity Management Policy.
Growth in the Company’s portfolio is being handled
effectively to avoid risk concentration through
established limits. 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 is continuously making its 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 organizational objectives and continuous
improvement is made therein in light of the changing
requirements of the business and operating
environment. Management has evaluated the internal
control, including internal controls over financial
reporting as effective and the Board endorses the same
evaluation.
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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 March 31, 2015
and has advised the Company to ensure equity injection
by the sponsors within this timeline.
Further, auditors have also drawn attention to note 11 to
the accompanying financial statements relating to
deferred tax asset amounting to Rs. 205.513 million. The
auditors have stated that management has recorded the
said asset based upon their assessment of its
recoverability, on the basis of financial projections for
future years, as approved by the Board of Directors of
the Company, which take into account various
assumptions regarding the future business and
economic conditions including the injection of capital by
shareholders in the future. However, as disclosed in the
said note, a significant change in the assumptions used
may have an impact on the realisability of the deferred
tax asset recorded in the financial statements.
The opinion of auditors is not qualified in respect of the
above matters.
Comments of Auditors in their Review Report on
Code of Corporate Governance (Code)
Auditors have highlighted the instances of
non-compliance in their review report on the statement
of compliance with the Code in which they have
disclosed the status of directors training under the
directors training programme and implementation of a
mechanism for evaluation of Board’s performance as
required by the Code.
The conclusion of auditors is not qualified in respect of
the above matters.
Statement of Investment of Provident and Gratuity
Funds
The values of investments (excluding cash at bank) of
provident fund and gratuity fund as at December 31,
2013 are Rs. 53.822 million and Rs. 90.041 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 five 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. Jamil Ahmed Khan
Mr. Haque Nawaz (*)
Mr. Abid Aziz
Mr. Khalid S.T. Benrjoba

Designation

Meetings
held during
directorship

Meetings
attended

Chairman
Director
Director
Director
Director
Managing Director
Deputy Managing Director

5
5
5
2
3
5
5

5
5
5
2
3
5
5

(*) Replaced Mr. Jamil Ahmed Khan as Director

Details of Audit Committee Meetings
During the year four meetings of the audit committee were held and attended by members as follows:
Name of Director

Mr. Ramadan A. Haggiagi
Mr. Fazal-ur-Rehman
Mr. Jamil Ahmed Khan
Mr. Haque Nawaz (*)

Designation

Chairman
Member
Member
Member

Meetings
held during
directorship
4
4
2
1

Meetings attended

4
4
2
1

(*) Replaced Mr. Jamil Ahmed Khan as Member

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

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

Designation

Chairman
Member
Member

Meetings
held during
directorship
2
2
2

Meetings attended

2
2
2

Details of Recruitment and Compensation Committee Meetings
During the year three meetings of the recruitment and compensation committee were held and attended by
members as follows:
Name of Director
Mr. Bashir B. Omer
Mr. Jamil Ahmed Khan
Mr. Abid Aziz
Mr. Fazal-ur-Rehman (*)

Designation
Chairman
Member
Member
Member

Meetings
held during
directorship
3
1
3
2

Meetings attended
3
1
3
2

(*) Replaced Mr. Jamil Ahmed Khan as Member

Details of Credit/Investment Committee Meeting
During the year three meetings of the credit/investment committee was held and attended by members as follows:
Name of Director
Designation
Meeting
Meeting attended
held during
directorship
Mr. Bashir B. Omer
Chairman
3
3
Mr. Fazal-ur-Rehman
Member
2
2
Mr. Abid Aziz
Member
3
3
Mr. Haque Nawaz (*)
Member
1
1
(*) Replaced Mr. Fazal-ur-Rehman as Member
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Auditors
The present auditors M/s Ernst & Young Ford Rhodes Sidat Hyder and Co. Chartered Accountants (A member firm of
Ernst and Young Global Limited) retire and being eligible have offered themselves for re-appointment. The Audit
Committee has recommended re-appointment of auditors for the year ending December 31, 2015 which has been
endorsed by the Board of Directors in compliance with the Code of Corporate Governance.

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
As well as addressing the regulatory challenges we
face, it is essential to keep a sense of perspective and to
be able to focus on the significant opportunities arising
from successful execution of our strategy.
Necessary work towards Rs. 4 billion rights issue capital
injection transaction of the Company in line with
recommendation of the Board is in process. This
increase in paid-up capital aims to comply with statutory
minimum capital requirement (MCR), for risk absorption
and for better future business prospects of the
Company. In the Annual General Meeting (AGM) held
on April 29, 2013, in principle agreement on injection of
capital by way of rights issue of Rs. 4 billion was given by
the shareholders. Further, management has been
following up the matter with the Ministry of Finance
(MOF) and Libyan Foreign Investment Company
(LAFICO) in light of the decisions of the Board and
shareholders to conclude the capital injection in FY
2015. We are hopeful of a positive outcome on the
matter.
The management is focusing on all possible avenues for
profitable operations of the Company. These include, but
are not limited to, the recovery efforts for troubled and
non-performing assets which are a source of potential
earnings. Moreover, a cautious stance is being
maintained towards further asset growth. Furthermore,
as per the Board’s approved plan, efforts to exit from
Kamoki Energy Limited (KEL) in the best possible
manner are underway. During the year, the Company
has filed a claim for recovery consequent to the
appointment of Official Assignee in a liquidation process
ordered by the Sindh High Court. Pak Libya, through its
legal advisor, is in the process of filing a reference in the
Court for the transfer of KEL assets in its name, being
the sole creditor to protect the interest of the Company
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50
50
100

which will help us in implementing our efficient exit
strategy.
In view of the overall efforts being made by the
management, we are hopeful of positive business
prospects for the Company.
It is important to highlight that consistent
macro-economic policies including effective handling of
major challenges like energy crises, fiscal imbalances,
law and order situation, and taxation reforms etc., by the
Government of Pakistan will play a significant role in
determining the future path of the economic activity in
the Country. This will resultantly impact the businesses
operating in the Country including the Company.
Acknowledgments
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 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

Abid Aziz

Deputy Managing Director

Managing Director & CEO

Date: February 20, 2015
Karachi

Summary of key operational and

Financial data

for last Six Years
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Summary of Key Operational and Financial Data
for last six years
(Rs. In Million)
2014

2013

2012

2011

2010

2009

Gross Approvals*

965

2,255

1,405

2,011

2,001

6,266

Disbursements*

967

1,392

1,295

1,731

2,373

4,813

Recoveries*

2,644

2,587

2,755

2,865

3,046

2,976

Gross Income

1,553

1,331

1,349

1,799

1,860

1,127

Net interest income

315

254

245

628

550

466

Net Profit/(Loss) before Tax

318

196

(3,317)

116

105

(753)

85

14

111

179

(26)

(25)

233

182

(3,429)

(64)

131

(728)

-

-

-

-

-

-

3,586

3,320

3,144

6,354

6,460

6,311

12,436

12,121

13,466

14,884

16,375

16,411

110

111

104

109

104

103

Taxation-net
Net Profit/(Loss) after Tax
Dividends(year of approval)**
Shareholders’ Equity (net)
Total assets
Staff Strength (number)***

* Includes rollover
** Stock Dividend
*** Including outsourced staff
Note: Figures of respective years include impacts of restatements (as applicable)
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Income
composition

2014

Income
composition

2013

79%

Mark-up Income

80% Mark-up Income

14%

Non Mark-up Income

13% Non Mark-up Income

7%

Provision Income - net

7%

Expense
composition

2014
70%

Mark-up Expenses

24%
6%
0%

Non Mark-up Expenses
Taxation
Provision Expenses - net

Expense
composition

2013
72% Mark-up Expenses
27% Non Mark-up Expenses
1% Taxation
0% Provision Expenses - net

Asset
Mix

2014
62%
30%
5%
2%
1%
0%
0%
0%

Investments
Advances
Other assets
Deferred tax assets
Operating fixed assets
Cash and balance with
Treasury banks
Balance with other banks
Lendings to financial
institutions

Provision Income - net

Asset
Mix

2013
52%
36%
4%
3%
2%
2%
1%
0%

Investments
Advances
Other assets
Lendings to financial
institutions
Deferred tax assets
Balance with other banks
Operating fixed assets
Cash and balance with
Treasury banks
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Statement of Internal Controls
For The Year Ended December 31, 2014
Overview of Internal Control System

Internal Controls Over Financial Reporting

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.
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•

•

Previous documentation for Internal Controls Over
Financial Reporting (ICFR) has been updated in
FY-2014 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.
The Company had applied to SBP for the
exemption from the requirement of Statutory
Auditors’ Long Form Report on ICFR as at
December 31, 2014. However in line with the
instructions of the SBP, the Company will submit a
progress report on the Statutory Auditors’ Long
Form Report on ICFR as at December 31, 2013
issued on June 27, 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 FY-2014 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

Abid Aziz

Deputy Managing Director

Managing Director & CEO

Date: February 20, 2015
Karachi

Review Report to the Members on the Statement of
Compliance with the Code of Corporate Governance
We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of Corporate
Governance (the Code) prepared by the Board of Directors of Pak Libya Holding Company (Private) Limited (the
Company) for the year ended 31 December 2014 to comply with Regulation G-1 of the Prudential Regulation for
Corporate / Commercial Banking issued by State Bank of Pakistan.
The responsibility for compliance with the Code is that of the Board of Directors of the Company. Our responsibility is
to review, to the extent where such compliance can be objectively verified, whether the Statement of Compliance
reflects the status of the Company's compliance with the provisions of the Code and report if it does not and to
highlight any non-compliance with the requirements of the Code. 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 Code.
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 Board of Directors' 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 Code requires 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
distinguishing between transactions carried out on terms equivalent to those that prevail in arm's length transactions
and transactions which are not executed at arm's length price and recording proper justification for using such
alternate pricing mechanism. 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. We have not carried out any procedures to determine whether the related party transactions were
undertaken at arm's length price or not.
Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance
does not appropriately reflect the Company's compliance, in all material respects, with the best practices contained
in the Code as applicable to the Company for the year ended 31 December 2014.
Further, we highlight below instances of non-compliance with the requirements of the Code as reflected in the note
references where these are stated in the Statement of Compliance:
Note Reference

Description

9

The directors are in the process of completing the required training to obtain
certification under director training program as required by the Code.

21

The absence of a mechanism for annual evaluation of the Board's performance as
per the requirements of the Code, on which the Board is currently working.

Chartered Accountants
Date: 20 February 2015
Karachi
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Statement of Compliance
with the Code of Corporate Governance
For The Year Ended December 31, 2014
This statement is being presented to comply with the
Code of Corporate Governance (the Code) as framed
by the Securities and Exchange Commission of
Pakistan, which are applicable to Pak Libya Holding
Company (Private) Limited (“the Company” or “Pak
Libya” or “PLHC”) through regulation G-1 of the
Prudential Regulations for Corporate/Commercial
Banking issued by the State Bank of Pakistan (SBP).
The Company has applied the principles contained
in the Code 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

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.
Names

Executive Directors (Two)

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

Non-Executive Directors (Four)

Mr. Bashir B. Omer
Mr. Fazal-ur-Rehman
Mr. Ramadan A. Haggiagi
Mr. Haque Nawaz (*)

(*) Replaced Mr. Jamil Ahmed Khan during the year.

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, one vacancy existed on the Board
for the GoP nominee director which was filled upon
completion of necessary regulatory process for his
appointment on August 12, 2014.
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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 Code.
9. Training programmes are being arranged for the
directors in compliance with the Code. Further, to
comply with the requirement of the Code,

one of the executive directors, subsequent to year
end, has obtained certification under DTP and
another director has completed 3 days training
program and now required to attend 2 days
program for certification.
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.
11. The Directors’ Report for the year has been
prepared in compliance with the requirements of
the Code 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 Code.
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 and as
required by the Code. The terms of reference of the
committee have been formulated and advised to
the committee for compliance.

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.
21. We confirm that all material principles enshrined in
the Code, as applicable to the Company have been
complied with the exception of the requirement to
put in place a mechanism for undertaking annual
evaluation of the performance of the Board, toward
which progress is being made by Company to seek
compliance by the end of next accounting year.

Khalid S.T. Benrjoba

Abid Aziz

Deputy Managing Director

Managing Director & CEO

Date: February 20, 2015
Karachi

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
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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 2014 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.
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(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 2014 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 the following matters:
(i)

as more fully explained in note 1.2 to the accompanying financial statements, 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 March 31, 2015 and has advised the Company to ensure equity injection by the sponsors within this
timeline; and

(ii)

note 11 to the accompanying financial statements relating to deferred tax asset amounting to Rs. 205.513
million. The management has recorded the said asset based upon their assessment of its recoverability, on the
basis of financial projections for future years, as approved by the Board of Directors of the Company, which take
into account various assumptions regarding the future business and economic conditions including the injection
of capital by shareholders in the future. However, as disclosed in the said note, a significant change in the
assumptions used may have an impact on the realisability of the deferred tax asset recorded in the financial
statements.

Our opinion is not qualified in respect of the above matters.

Chartered Accountants
Audit Engagement Partner: Shabbir Yunus
Date: 20 February 2015
Karachi
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Statement of Financial Position
As at December 31, 2014

Muhammad Masood Ebrahim

Abid Aziz

Chief Financial Officer

Managing Director & CEO

Abid Aziz

Khalid S.T. Benrjoba

Director

Director
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Profit and Loss Account
For the Year Ended December 31, 2014

Muhammad Masood Ebrahim

Abid Aziz

Chief Financial Officer

Managing Director & CEO

Abid Aziz

Khalid S.T. Benrjoba

Director

Director
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Statement of Comprehensive Income
For the Year Ended December 31, 2014

Muhammad Masood Ebrahim

Abid Aziz

Chief Financial Officer

Managing Director & CEO

Abid Aziz

Khalid S.T. Benrjoba

Director

Director
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Cash Flow Statement
For the Year Ended December 31, 2014

(Decrease)

Muhammad Masood Ebrahim

Abid Aziz

Chief Financial Officer

Managing Director & CEO

Abid Aziz

Khalid S.T. Benrjoba

Director

Director
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Statement of Changes in Equity
For the Year Ended December 31, 2014

Muhammad Masood Ebrahim

Abid Aziz

Chief Financial Officer

Managing Director & CEO

Abid Aziz

Khalid S.T. Benrjoba

Director

Director

36 PakLibya

Notes to the Financial Statements
For the Year Ended December 31, 2014

Block
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9.3.3

The provision against non-performing advances includes an impact of Forced Sale Value (FSV) benefit amounting to Rs. 21.854
million (December 31, 2013: Rs. 22.650 million) in respect of consumer financing, and Rs. 324.720 million (December 31, 2013:
Rs. 324.720 million) in respect of corporate financing which includes Rs. 266.188 million (December 31,2013: Rs.266.188million)
being the FSV benefit availed by the Company against the term loan of Kamoki Energy Limited (classified as loss) and security
deposit amounting to Rs. 58.532 million (2013: Rs.58.532 million) in respect of lease financing. The FSV benefit recognised under
the Prudential Regulations is not available 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 December 26, 2012 had stipulated that no dividend, cash or kind, shall
be paid out of the benefits realised through the relaxations allowed therein.

9.3.4

General provision against consumer finance loans represents provision made equal to 1.5% of the fully secured performing
portfolio and 5% of the unsecured performing portfolio as required by the Prudential Regulations issued by the SBP for Consumer
Financing.
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Note

2014
2013
………..(Rupees in '000)……….

15. DEPOSITS AND OTHER ACCOUNTS
Customers

Certificates of investment - (in local currency)
Financial institutions

Certificates of investment - (in local currency)

2,470,607

2,809,423

_

_

2,470,607

2,809,423

15.1 Particulars of deposits

In local currency
In foreign currency

2,470,607

2,809,423

2,470,607

2,809,423

15.2 The profit rates on these Certificates of Investment (COls) range from 9.20 to 10.95 (2013: 8.75 to 10.50) percent

per annum. These COls are due for maturity on various dates latest by December 2015 (2013: December 2014).

16. OTHER LIABILITIES
Mark-up / return / interest payable in local currency
Accrued liabilities
Advance payment
Employees' compensated absences
Security deposits against investment in finance lease
Staff retirement gratuity

16.1
9.2.1
33.3

100,784
27,416
58,068
10,963
75,314
8,881
281,426

256,972
22,342
500
9,116
74,363
12,356
375,649

16.1 This is based on actuarial valuation carried out as of December 31, 2014 for regular employees.

17. SHARE CAPITAL
17.1 Authorised share capital

Number of shares
2014

800,000

2014

2013

2013

(Rupees in '000)

800,000

Ordinary shares of Rs.10,000 each

8,000,000

8,000,000

17.2 Issued, subscribed and paid up capital
-

471,836
142,342
614,178

471,836
142,342
614,178

Ordinary shares of Rs.10,000 each
Fully paid in cash
Issued as bonus shares

4,718,360
1,423,420
6,141,780

4,718,360
1,423,420
6,141,780

17.3 The State Bank of Pakistan (SBP) on behalf of the Government of Pakistan and the Libyan Foreign Investment

Company (LAFICO) on behalf of the Government of Libya (State of Libya) each held 307,089 (2013: 307,089)
ordinary shares of the Company as at December 31, 2014.
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38. RELATED PARTY TRANSACTIONS
The Company has related party relationship with its joint venture, state controlled entities (by virtue of government
shareholding), companies with common directorships, employees benefit plans, keymanagement personnel and its
directors.
The Company enters into transactions with related parties in the normal course of business. The transactions were carried
out at contracted rates. Transactions with keymanagement personnels are governed by the applicable policies and / or
terms of employment / office. Key management personnel herein include Managing Director, Deputy Managing Director,
Company Secretary and Head of Departments.
Contribution to approved defined benefit plan and defined contribution plan, post employment benefit, are disclosed in
note 33 and note 34 respectively to these financial statements. Employees’ compensated absences, other long – term
benefit, are disclosed in note 16 to the financial statements.
Transactions with Owners have been disclosed in 'Statement of Changes in Equity'.
Remuneration, short term employee benefit, to the Executives is disclosed in note 35 to the financial statements.
Details of transactions during the year, other than those which have been disclosed elsewhere in these financial
statements, and balances with related parties are as follows;
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40.3

Liquidity risk
The risk arising due to failure to access funds at reasonable cost to finance the Company's operations and meet its
liabilities when these become due.
Pak Libya'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 II principles on sound liquidity managemnt. The company has also
formulated liquidity risk management policy as per SBP's guidelines. The risk management division uses different
tools for measuring liquidity risk and periodically reports to senior management and risk management committees.
The management is responsible for managing liquidity profile of the Company although strategic management of
liquidity has been delegated to ALCO. The ALCO of the Company executes liquidity strategy ensuring that
appropriate policies and procedures are in place to control and constrain liquidity risk. It is also responsible for
ensuring that Company has adequate information systems for measuring, monitoring, controlling and reporting
liquidity risk. ALCO has approved basis for computing maturities of assets and liabilities which take into account the
contractual maturity for assets and liabilities and / or expectation and estimation for realisation of underlying assets
and liabilities by the respective business or operational units to arrive at the appropriate maturity buckets.
The Company seeks to ensure that it has access to funds at reasonable cost even under adverse conditions, by
managing its liquidity risk across all class of assets and liabilities in accordance with regulatory guidelines and by
taking advantage of any potential lending and investment opportunities as they arise.

40.3.1

Maturities of assets and liabilities - On the basis approved by the Assets and Liabilities Management
Committee (ALCO) of the Company
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40.4 Maturities of assets and liabilities - based on contractual maturity of the assets and liabilities of the Company

92 PakLibya

February 20, 2015

Muhammad Masood Ebrahim

Abid Aziz

Chief Financial Officer

Managing Director & CEO

Abid Aziz

Khalid S.T. Benrjoba

Director

Director
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5th Floor, Block ‘C’, Finance & Trade Centre,
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