






1 | P a g e   DIRECTORS’ REPORT  
 FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 2019 

PAΪR INVESTMENT COMPANY LIMITED 

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 2019 

On behalf of the Board of Directors, I am pleased to present the Financial Statements of PAΪR Investment 

Company Limited (PAΪR) for the year ended December 31, 2019. These Financial Statements have been 

prepared in compliance with the requirements of BPRD Circular No. 02 dated January 25, 2018, and BPRD 

Circular No. 10 dated November 27, 2018. 

Economic Overview 
To stabilize the economy painful yet necessary policy measures were undertaken by the PTI government 

with the support of the IMF. Some of these measures were highly criticized for political gains however some 

of the decisions have started to bear fruits and the economy seems to be moving in the right direction. 

According to the State Bank of Pakistan’s (“SBP”) first-quarter report for fiscal year, 2020 describes the GDP 

growth target of percent to be unlikely to be achieved while the World Bank projects the GDP growth rate 

for 2020 for Pakistan to be 3.7% to 2.7% since the production of important crops is falling short of target the 

targets while the large-scale manufacturing sector is witnessing decline as construction-allied industries, 

petroleum and automobile industries continued on downward path.  

 

Inflation remained on the high side primarily from food price increase along with the increase in utility 

prices. The latter being the function of the increase in oil prices and the withdrawal of the subsidies. In the 

last monetary policy statement of SBP issued on January 28, 2020, SBP’s projection for average inflation 

remained broadly unchanged at 11 – 12 percent for FY20 while the monetary policy itself will continue to 

take measures to bring inflation down to the medium-term target range of 5 – 7 percent over the next six to 

eight quarters.  

 

The Current Account Deficit (“CAD”) contracted by 75 percent to US$ 2.15 billion during Jul – Dec 2019 due 

to a notable reduction in imports and modest growth in both exports and workers’ remittances. Importantly, 

export volumes of major items including rice, value-added textiles, leather products, and fish and meat, 

exhibited a notable increase. This reflects the benefits of a more competitive exchange rate and take-up of 

incentive credit schemes for export-oriented sectors. The capital account also continued to strengthen, with 

continued inflows of foreign portfolio investment and foreign direct investment. SBP foreign exchange 

reserves despite making repayment of US$ 1.0 billion international Sukuk in early December 2019 increased 

from US$ 7.28 billion at end-June 2019 to US$ 11.73 billion as of 17th January 2020, an increase of US$ 4.45 

billion.  

With PKR reaching its equilibrium position in international markets, the attractive interest rate on the 

sovereign local currency bonds and improved perception of the international investors about Pakistan’s 

creditworthiness healthy portfolio inflows of more than USD 2.8 billion are witnessed. Such inflows reduce 

the interest rate on government debt due to the greater demand for government securities, deepen capital 

markets, and free up domestic banks’ resources for lending to the private sector.  

The equity market remained under pressure amid heightened volatility throughout the year. During the first 

eight months of FY 2019, the market mostly traded in negative territory bottoming at 28,765 points in mid-

August (down by 22% in CY19), but subsequently, it made a spectacular recovery to not only regain its earlier 

losses of the year but also post a net positive return of 10% for CY19 as the KSE-100 Index settled at 40,735 

points. From the valuations perspective, despite a robust recovery from its lows the market is trading at an 

attractive Price-to-Earnings multiples and offers an attractive dividend yield too. The corporate listings that 
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were put on hold owing to the negative market conditions are expected to finally make their way. There is 

ample local liquidity ready to enter the market, awaiting clarity on the economic recovery. Therefore from 

the equity market’s perspective, the momentum that came in Q4 of FY 2019 is expected to continue albeit in 

a range-bound manner in FY 2020.  

  Financial Highlights  

FY 2019 was no less tough then FY 2018 for the Company, both in terms of external economic factors as well 

as issues, that were unique to the organization itself. Profit before tax position considerably improved in FY 

2019 (PKR 394.467 million) when compared to the mere breakeven of FY 2018 (PKR 11.458 million). Gross 

markup income earned during the year was PKR 1.967 billion as against the PKR 0.907 billion in FY 2018. The 

other income needs a careful interpretation where dividend income has doubled whereas the loss on the 

sale of securities is about PKR 102.270 million. Out of which PKR 101.802 million pertains to the realization 

of loss on the sale of the securities that also resulted in a reversal of PKR 157.509 million of provision for 

diminution on the same investments given a net positive effect of PKR 55.707 million on the profit and loss 

account. The shift from bears to bulls in Q4 of FY 2019 presented the Company with the opportunity to 

crystallize the losses it had already booked in prior periods and the portfolio managers methodically 

materialized the end result. 

Markup expense also grew as the better average total asset balances were observed throughout the year. 

An increase in employee cost, property expenses and technology had their respective fair share in the 

increase of administrative expenses which increased by 21% over the previous year.   

US sanctions on Iran along with the availability of the cheaper funding sources will continue to pose 

challenges to the profitability and operational continuity of the Company, yet we can say with fair amount of 

certainty that financial position of the Company is expected to continue to improve in the coming days on 

the back of healthy growth in loan book as well as improved capital markets. The recovery of the latter will 

be a key factor in boosting the revenues of the Company.  

The total assets increased by 16% or PKR 2.949 billion to close at PKR 21.475 billion as against PKR 18.525 

billion of the total asset as at December 2018. Net investments closed at PKR 14.664 billion which is a 

healthy increase of 30% from the previous year when it closed at PKR 11.259 billion. In view of interest rates 

reaching its peak and expectations of rate cuts in the FY 2020 the focus is shifted back to fixed income 

securities from floating rate investments consequently fixed income government securities i.e. Treasury Bills 

and Pakistan Investment Bonds were invested in. Out of the total increase of PKR 3.404 billion, PKR 3.228 

billion were in the aforementioned securities. A charge of PKR 47.217 million for diminution in the value of 

the investment was taken to P&L during the year against the equity exposure that reduced the reversal of 

provision for the diminution in the value of investment of PKR 157.509 million to PKR 110.292 million.  

Healthy bookings in the last quarter of FY2018 supported earnings throughout the FY2019 while there was a 

change in the head of Corporate and Investment Banking (“CIBG”) department, owner of the loan portfolio. 

During the year the outgoing head of CIBG left the Company in June while his successor joined in October.  

The incumbent is a seasoned professional and portfolio is expected to expand both in terms of the new 

name as well as deepening of the existing relationships.  

Some additional classifications were made to the Non-Performing Loan (“NPL”) during the year. The 

aggregate amount of the exposure that was additionally classified amounted to PKR 123.779 million. 
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Additional provision booked against the NPL portfolio during the year amounted to PKR 287.445 million 

while it was PKR 117.524 million last year. The additional provision improved the coverage ratio.  

 
Credit Rating 
Pakistan Credit Rating Agency Limited (PACRA) has reaffirmed entity rating long-Term Entity Rating 

‘AA‘(Double A) and a short term Entity Rating of ‘A1+’ (A-One Plus). These ratings indicate a very low 

expectation of credit risk emanating a very strong capacity for timely payment of financial commitments. 

The ratings of PAIR primarily reflect the joint sovereign ownership of Pakistan and Iran. 

 

Statement of Internal Controls 

The Board is pleased to endorse the statement made by management relating to internal controls including 

management’s evaluation of ICFR. The Management’s Statement on Internal Controls is included in the 

Annual Report. 

 

Corporate and Financial Reporting Framework 

The Board of Directors of PAΪR, for the purpose of establishing a framework of good corporate governance, 

has implemented the relevant provisions of the Code of Corporate Governance for the year ended 

December 31, 2019. Review report on the Statement of Compliance with the Code of Corporate Governance 

from the external auditors is annexed with this report. As required under the Code of Corporate 

Governance, the Board of Directors states that: 

 The financial statements prepared by the management of PAΪR present fairly its state of affairs, the 

results of its operations, cash flows and changes in equity. 

 Proper books of accounts of the Company have been maintained. 

 Appropriate accounting policies have been consistently applied in the preparation of the financial 

statements and accounting estimates are based on reasonable and prudent judgment. 

 International Accounting Standards, as applicable in Pakistan, have been followed in the preparation 

of the financial statements and any departure therefrom has been adequately disclosed. 

 As a continuous process, efforts have been made to effectively implement the internal control 

system. An effective and sound system of internal control is in place in accordance with the 

requirements of the regulatory authorities. 

 There is no doubt regarding PAΪR’s ability to continue as a going concern. 

 There has been no material departure from the best practices of the Code of Corporate Governance. 

 Key operating and financial data for the years 2010-2019 in a summarized form is included in the 

annual report. 
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 The tax outstanding amount and reason thereon are properly disclosed in the attached financial 

statements. 

Risk Management Framework 

Taking cognizance of various types of business risks, an effective risk management framework is embedded 

in PAIR`s strategy and organization structure. An independent Credit and Risk Management Department 

(“CRMD”) is working as a core function to strengthen Company-wide Risk Management activities by adopting 

Basel II/III Framework. PAΪR is fully compliant with the Capital Adequacy Requirements of the State Bank of 

Pakistan under the Standardized Approach for Credit and Market Risk and Basic Indicator Approach for 

Operational Risk.  

The prevailing economic situation has led the company to set its focus towards the deployment of stringent 

risk management policies to assess, mitigate and monitor major risks associated with business operations of 

the company. Accordingly, your Company has established a set of activities and creates core functions to 

administer, manage and report in order to complement its core business objectives and to remain abreast 

with the latest developments & challenges to safeguard shareholders’ interests & enhance Shareholder’s 

wealth. 

Your Company has implemented a robust Internal Capital Adequacy Assessment Process (ICAAP) to establish 

more Risk Sensitive Assessment, Capital planning, formalization of Company-wide Risk Appetite, and to 

remain abreast of the internal and external risks that may impact future operations of the company. The 

deployment of this process allowed adequate management of capital as the Capital Adequacy Ratio stood at 

58.04% against the regulatory requirement of 11.90% including Capital Conservation Buffer (CCB) of 2.5%. 

This contributed to the development of risk appetite and concentration levels with respect to the transaction 

level risk profiling as well as integrated portfolio management.  

PAIR also periodically evaluates the organic strength of business by conducting Stress Testing of overall risk 

exposure. It helps to ensure the smooth operations of the business under hypothetically stressed 

circumstances. For this, CRMD applies shocks on different risk factors including interest rate, credit, equity 

price, and liquidity. Results of the latest stress testing exercise depict the solid and resilient financial position 

of your organization. The stress testing methodology implemented by PAIR is in adherence to SBP guidelines.  

The Credit & Risk Management Department is also involved in the development of entity-wide policies, 

procedures, systems, and reporting mechanisms to achieve and maintain entity-wide best rating status and 

adaption of risk management principals in true letter and spirit. Further, the Board Risk Management 

Committee and Board of Directors of your organization oversee the strategy related to risk management. In 

addition, the Internal Audit department conducts independent, risk-based review and verification of major 

functions throughout the year for evaluation of control systems supplemented by Internal Control and 

Compliance Divisions. 

Events after the Date of Statement of Financial Position 

There have not been any material events that occurred subsequent to the date of the statement of 

the financial position that requires adjustments to the enclosed financial statements, except those 

which have already been made or disclosed. 
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Corporate Social Responsibility  

The Company firmly believes in being a responsible corporate citizen and plays an integral role in our long-

term success, and strives to incorporate the approach into every aspect of its work culture. In addition to our 

priority of operating profitability, the Company is aware of its responsibilities that go beyond its business, 

particularly its commitment towards employees, society, and environment.  

The Company will continue to encourage community growth and development, thereby contributing in 

building a sustainable future in FY 2020 and beyond. Being a joint venture between the two brotherly 

countries' inclusion of the charitable organizations from Iran will also be ensured, subject to the regulatory 

approvals for the latter. 

PAIR Investment, on an annual basis, sponsors one of its staff members to perform Hajj, through a 

transparent balloting mechanism.  

Board of Directors and their Meetings 

Four (4) Board Meetings were held during the year 2019. The director(s) who were not able to attend any of 

the meeting(s) were duly granted a leave of absence by the Board. The directors of the company attended 

the meetings, as under: 

 

Name of Director  Representing Meetings Attended 

Arif Ahmed Khan*- Chairman  MOF-Pakistan 1 

Hamid Eftekhari Kondelaji – CEO IFIC -Iran 4 

Aamer Mahmood Hussain – Director MOF-Pakistan  4 

Hemmat Jafari – Director IFIC -Iran 2 

Zahoor Ahmed* –Director MOF-Pakistan  4 

Gholamreza Khalil Arjmandi IFIC -Iran 4 

Hamidreza Raufi **– Director IFIC -Iran 1 
*Mr. Arif Ahmed Khan resigned from the board on 25 March 2019. Mr. Zahoor Ahmed is presiding 

the meetings thereafter as the acting chairman of the board with the unanimous concession of the 

board members.  

**Mr. Hamidreza Raufi was appointed as a new Iranian Board Member in place of Mr. Hemmat Jafari 

on 05 August 2019. 

Board Committees and their Meetings 

Four (4) meetings of Board Audit Committee (BAC), Four (4) meetings of Board Risk Management Committee 

(BRMC) and (3) meetings of Board Human Resource Compensation Committee (BHRCC) and One (1) meeting 

of Board Strategic Investment Committee (BSIC) were held during 2019. 

The member(s) who were not able to attend any of the meeting(s) were duly granted a leave of absence by 

the committee. The details of the meetings attended by each committee member are as under: 

Name of Director  Representing Designation and 
name of the 
committee 

BAC BRMC BHRCC BSIC 

Arif Ahmed Khan MOF-Pakistan Member BHRCC   1  

Hamid Eftekhari Kondelaji IFIC -Iran Member BRMC  4   

Member BHRCC   3  
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Member BSIC    1 

Aamer Mahmood Hussain MOF-Pakistan Chairman BAC 4    

Chairman BRMC  4   

Member BHRCC   3  

Zahoor Ahmed MOF-Pakistan Member BAC 2    

Chairman BHRCC   3  

Chairman BSIC    1 

Hemmat Jafari IFIC -Iran Member BAC 2    

Member BRMC  2   

Member BHRCC   2  

Gholamreza Khalil Arjmandi IFIC -Iran Member BAC 4    

Member BSIC    1 

 

Staff End of Service Benefits 

The Bank operates two post-retirement funds, Provident Fund & Gratuity Fund. The carrying value of 
investments and bank balance respective funds as at December 31, 2019, were: 

Value of the Investments and 
Bank Balances 

Provident Fund Gratuity Fund 

 ------------PKR ‘000------------ 

2019 – unaudited   93,468 55,577 

2018 – audited 75,578 44,913 

 

Earnings / (Loss) Per Share 

Basic and Diluted (loss) /earnings per share have been disclosed in note 33 of the financial statements. 

Pattern of Shareholding 

Shareholders   Shareholding 

Government of Pakistan through the Ministry of Finance   50% 

Government of Iran through Iran Foreign Investment Company  50% 

Total  100% 

Appointment of Auditors 

The present auditors M/s. KPMG Taseer Hadi & Company, Chartered Accountants, retired and being eligible 

offer themselves for re-appointment in the forthcoming Annual General Meeting. Therefore, on the 

suggestion of the Audit Committee, the Board of Directors recommends the shareholders to appoint M/s. 

KPMG Taseer Hadi & Company Chartered Accountants as the statutory auditor of the company for the 

financial year ending December 31, 2020.  



















































































42 CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS 

Capital adequacy 

As per requirements of SBP, the Bank is required to comply with the capital adequacy framework which comprises the following 

capital standards: 

i) Minimum Capital Requirement (MCR): 

The MCR standard sets the paid - up capital that the Company is required to hold at all times. 

As of the statement of financial position date, the Company's paid - up capital stands at Rs. 6 billion as against the required 

MCR of Rs. 6 billion. 

ii) Capital Adequacy Ratio: 

The Capital Adequacy Ratio (CAR) assesses the capital requirement based on the risks faced by the banks/DFls. The 

banks/DFls are required to comply with the CAR as specified by SBP on standalone as well as consolidated basis. 

During the year 2013, SBP issued revised instructions on the computation of CAR based on Basel Ill Capital Reform as 

issued by the Basel Committee on Banking Supervision. These instructions became effective from 31 December 2013 

with full implementation intended by 31 December 2019. These instructions also specify the transitional arrangements 

from 2013 to 2019. 
Accordingly, the Bank has assessed and reported its Capital Adequacy Ratio in the financial statements on the basis of 

Basel Ill requirements as prescribed by SBP. 

Capital Management 

The regulatory capital as managed by the Company is analyzed into following tiers 

Common Equity Tier I Capital (CETII, which includes fully paid up capital, general reserves, statutory reserves as per 

the financial statements and net un-appropriated profits. Goodwill and other intangibles are deducted from Tier I Capital. 

Tier 2 Capital, which includes surplus on revaluation of AFS securities after all regulatory adjustments applicable on Tier 2 

2019 2018 

(Rupees in '000) 

Minimum Capital Requirement (MCR): 
Paid-up capital Inet of lossesl 6,000,000 6,000,000 

Capital Adequacy Ratio (CAR): 
Eligible Common Equity Tier 1 (CET 1) Capital 6,424,849 5,81 6,658 

Eligible Additional Tier 1 (ADT 1) Capital 

Total Eligible Tier 1 Capital 6,424,849 5,816,658 

Eligible Tier 2 Capital 

Total Eligible Capital (Tier 1 + Tier 2) 6,424,849 5,816,658 

Risk Weighted Assets (RWAs): 

Credit Risk 8,255,320 8,450,190 

Market Risk 1,411,956 1,416,408 

Operational Risk 1,403,104 1,231,336 

Total 11,070,380 11,097,934 

2019 2018 

Required Actual Required Actual 

Common Equity Tier 1 Capital Adequacy ratio 6.00% 58.04% 6.00% 52.41% 

Tier 1 Capital Adequacy Ratio 7.50% 58.04% 7.50% 52.41% 

Total Capital Adequacy Ratio 12.50% 58.04%  11.90%  52.41%  

Standardized Approach of Basel Ill is used for calculating Capital Adequacy for Credit and Market Risk while Basic indicator 

Approach is used for calculating Capital Adequacy for Operational Risk. 



2019 2018 

(Rupees in '000) 
Leverage Ratio (LR): 
Eligiblie Tier-i Capital 6,424,849 5,81 6,658 
Total Exposures 21,589,787 17,766,344 
Leverage Ratio 29.76% 32.74% 

Liquidity Coverage Ratio (ICR): 

Total High Quality Liquid Assets 2,119,092 1,711,471 
Total Net Cash Outflow 1,445,881 869,649 
Liquidity Coverage Ratio 1.47 1.97 

Net Stable Funding Ratio (NSFR): 
Total Available Stable Funding 14,550,356 12,175,418 
Total Required Stable Funding 10,497,288 10,211,830 
Net Stable Funding Ratio 139% 119% 

42.1 The full disclsoures on the CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS as per SBP instructions 

issued from time to time has be placed on the website. The link to the full disclosure is avialable at http:// 

www.pairinvestment.com. 

43 RISK MANAGEMENT 

The primary risks associated with the Company's exposure are: 

Credit Risk: the risk of loss resulting from client or counterparty default. 

Market Risk: the exposure to market variables such as interest rates and equity prices. 

Operational Risk: the risk of loss resulting from inadequate or failed internal processes, people and systems or from external 

events, and therefore includes legal risk. 

PICL manages risk through a sound framework based on risk principles which includes an optimal organizational structure, risk 

assessment and monitoring processes. Credit & Risk Management function (CRMD) is mandated to implement this 

framework as a function independent of business segments working under the guidance of Board's Risk Management 

The Company's Credit & Risk Management Department has BASEL Compliant, Credit, Market, Liquidity and Operational Risk 

functions. Furthermore, Environmental Risk Management mechanism, through Green Banking Framework, has been defined 

and is currently in implementation phase. 

The Company's portfolio and exposures are governed through relevant policies, procedures and various risk measurement 

techniques by adopting Internal Capital Adequacy Assessment Process (ICAAP) and Stress Testing with a purpose to achieve 

efficiency, effectiveness and compliance. Internal Risk Rating mechanism and transaction level risk analytics are in place to 

have ongoing risk sensitive assessment and reporting. The Company is more focused towards implementing system based 

risk assessment in order to have more efficiency in overall risk management processes. 

43.1 Credit risk 

Credit risk is the risk of loss to the Company as a result of failure by a client or counterparty to meet its contractual obligations. 

It is inherent in loans, commitments to lend, traded products, repurchase agreements (reverse repos), placements and other 

lending transactions. The role of Credit Risk Management particularly includes: 

- Participation in portfolio planning and management. 

- Establishment of credit policies and standards that conform to regulatory requirements and the Company's overall objectives. 

- Working with Business Units in keeping aggregate credit risk exposure within the Company's risk appetite. 

- Organizing portfolio reviews focusing on quality assessment, risk profiles, industry concentrations. 

- Setting systems to identify significant portfolio indicators, problem credits and level of provisioning required. 

The Company has designed an Internal Risk Rating Models and methodology to gauge credit risk elements in the banking book 

of the Company. 

The credit products mainly comprise of Fund based & Non-Fund based, including short term and long term financing, project 
finance, term lending, reverse repurchase, bridge finance, investment in TFCs , sukuk bonds and placements with financials 
institutions, etc. Exposures are collateralized by cash equivalents, fixed assets, and current assets including property plant and 

equipment, land and building, hypothecation, pledge on stocks and receivables as the case may be. The Company manages 
limits and controls concentrations of credit risk as identified, in particular to individual counterparties and groups, and to 

industries, where appropriate. 









43.2.1 Balance sheet split by trading and banking books 

2019 2018 
Banking book Trading book Total Banking book 

(Rupees in 000)  
Trading book Total 

Cash and balances with treasury banks 46.383 46,383 73,144 73,144 
Balances with other banks 83,751 83,751 60,653 60,653 
Lendings to financial institutions 150,000 - 150,000 105,000 105,000 
Investments 13,704,574 959,727 '14,664,301 10,227,639 1,032,289 11,259,928 
Advances 5,389,709 5,389,709 6,223,926 6,223,926 

Fixed assets 229,709 229,709 193,031 193,031 
Intangible assets 314 314 211 211 
Deferred tax assets 375,527 375,527 346,484 346,484 

Other assets 534,895 534,895 263,060 263,060 
20,514,862 959,727 21,474,589 17,493,148 1,032,289 18,525,437 

43.2.2 Foreign Exchange Risk 

Foreign Exchange Risk is the risk of loss resulting from changes in exchange rates. The Company does not carry any product specific Foreign 
Exchange Risk. 

2019 2018 
Foreign Foreign Off-balance Net foreign Foreign Foreign Off-balance Net foreign 

Currency Currency sheet items currency Currency Currency sheet items currency 
Asset Liabilities exposure Asset Liabilities exposure 

(Rupees in '000)  

Pakistan Rupees 21,459,856 11,996,780 100,000 9,563,076 18,512,249 9,409,272 80,000 9,182,977 
United States Dollar 12,555 12,555 9,414 9,414 

Euro 2,178 7,090 (4,912) 3,774 6,475 (2,7011 
21,474,589 12,003,870 100,000 9,570,719 18,525,437 9,415,747 80,000 9,189,690 

2019 2018  

Banking book Trading book Banking book Trading book 
(Rupees in 000)  

Impact of 1% change in foreign exchange rates on 
- Profit and loss account 76 67   

- Other comprehensive income 

43.2.3 Equity position Risk 

The objective of 'Held for Trading' portfolio is to take advantages of short-term capital gains, while the 'Available for Sale' portfolio is 
maintained with a medium-term view of capital gains and dividend income. The Company has also invested in mutual funds categorize as 
Available for Sale'. Investment policy has been developed to discuss in detail the objectives / policies, risks / mitigates, limits I controls for 

exposures against price risk. 

2019 2018  

Banking book Trading book Banking book Trading book 
(Rupees in '000)  

Impact of 5% change in equity prices on 
- Profit and loss account 
- Other comprehensive income 

  

1,796 3,808 

  

46,191 37,822 

43.2.4 Yield / Interest Rate Risk in the Banking Book (IRRBB)-Basel II Specific 

       

The Company's Banking Book consists of significant amount of Interest Rate sensitive assets. The investment portfolio comprises of floating 
interest rate TFCs and Sukuk that are mainly linked to six month KIBOR. Therefore, the overall frequency of banking book interest rate is 
around six months. Interest rate position for on-balance sheet instruments is based on the earlier of contractual re-pricing or maturity date, the 

instrument's repayment nature varies from monthly payments to bullet maturity. 

Capital Adequacy Stress test exercise has been conducted by using duration method for measuring the upward and downward shocks of 
interest rate. This provides the Company risk taking and absorption capacity and its implication on capital adequacy in the worst case 

scenarios. 

2019 2018 
Banking book Trading book Banking book Trading book 

(Rupees in '000)  

Impact of 1% change in interest rates on 
- Profit and loss account 11,724 31,129  

- Other comprehensive income 110,293 79,444   





43.2.5.1 Reconciliation of financial assets and liabilities 2019 2018 

(Rupees in 000) 

Assets as per Statement of financial position 21,474,589 18,525,437 

Less: Fixed assets 229,709 193,031 

Less: Intangible assets 314 211 

Less: Deferred tax assets 375,527 346,484 

Less: 

Advances, deposits, advance rent and other prepayments 93,685 11,494 

Stationery and stamps on hand 

Non-Refundable Deposits 6,231 7,231 

Non Banking assets acquired against claims 89,632 94,905 

Advance Taxation (payments less provisions) 39,930 15,694 

229,478 129,324 
Interest Rate Sensitive Assets 20,639,561 17,856,387 

Liabilities as per Statement of financial position 12,003,870 9,415,747 

Deferred tax liabilities 

Less: 

Provision for compensated absences 3,047 3,502 

Branch Adjustment accounts 

Workers Welfare Fund 67,897 55,091 

Provisions against off balance sheet obligations 

Unearned commission LG 
70,944 58,593 

Other liabilities - yield 11,932,926 9,357,154 

43.3 Operational Risk 

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and system or from 

external events. PAIR Investment Company, in the light of SBP guidelines on Operational Risk Framework via 

BPRD Circular# 04-2014 dated May 20, 2014, developed Operational Risk Management Framework considering 

the regulatory guidelines and best practices in the market. PAIR Investment Company is adequately monitoring & 

reporting the operational risk data as per regulatory guidelines and BoD approved Operational Risk policy. With the 

implementation of Operational Risk Framework, the Company is being able to manage operational risks in a more 

systematic way that includes analyzing current systems for data collection, migration, validation and retention for 

current and historical reference and calculation. 

The Company maintains a system of internal controls designed to keep operational risk at appropriate levels. 

Various techniques/tools used by the company for management of Operational Risk includes RCSAs (Risk Control 

Self Assessment), KRIs (Key Risk Indicators) and Loss data management. The Company also has in place a 

business continuity plan for all critical functional areas for smooth functioning of operations. 

Basel III Basic Indicator Approach is used for calculating the Capital Adequacy for Operational Risk. 

43.3.1 Operational risk disclosure - Basel Il/Ill specific 

Basic Indicator approach of Basel Ill III has been used to calculate Operational Risk charge of the Company. 

43.4 Liquidity risk 

Liquidity risk is the risk of loss to the Company arising from its inability to meet obligations as they fall due or to 

fund growth in assets, without incurring unacceptable cost or losses. 

The Company's approach to liquidity management is to ensure, that it will always have sufficient liquidity to meet 

its obligations when due, under both normal and stressed conditions without incurring unacceptable losses or 

risking sustained damage. 









10,842,781 4,995,440 563,158 496.165 511,095 1,056,832 1,145,418 1,373,387 701,286 - 
775,323 169,822 591,812 12.610 1,080 - - - - - 

385,766 14,601 259,330 12,097 7,090 63,508 - - - - 
12,003,870 5,179,863 1,414,300 520,872 519,265 1,120,340 1,145,418 1.373,387 701.286 
9,470,719 (2,925,206) (142,443) 1,599,452 3,847,633 780.621 565.489 2,052,865 2.571.050 578.323 

6.000.000 
888,356 

56,305 
2,526.058 
9,470,719 

2018 

7,915,858 4,160,977 991.335 220.772 182.278 618,662 618.662 986,770 136,402 
1.221.724 572,950 535.718 112.976 80 - - - - 

278,165 8.349 194.626 13.624 6.475 55.091 - - - 
9.41 5,747 4.742.276 1,721,679 347,372 188,833 673.753 618,662 986,770 136.402 
9,109,690 (1,748,841) 694.906 1,275.041 2.429.799 366,374 1.099.074 2.009.529 1,895,061 1.088,747 

6.000.000 
840.066 
(71 .701) 

2.341.325 
9.109.690 

43.4.15 Maturities of assets and liabilities - based on expected maturities of the assets and liabilities of the Company 

Assets 
Cash and balances with treasury banks 
Balances with other banks 
Lending to financial institutions 
Investments 
Advances 
Fixed assets 
Intangible assets 
Deferred tax assets 
Other assets 

2019 
Overlto3 0ver3to6 Over6Months Oven to2 0ver2t03 0ver3to5 Oven5tolo 

Above 10 Years 
Months Months to 1 Year Years Years Years Years 

(Rupees in 000) 

46,383 
83.751 

46,396 
83,267 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

150,000 100,000 50,000 - - - - - - - 
14,664,301 1,608.886 905,194 1,442,802 3,327,018 1,198,334 365,237 2,748,854 2,641,493 500,000 

5,389,709 319,463 151,441 509,891 938,211 702,627 1,345,670 677,398 630,843 78,323 
229,709 - - - - - - - - - 

314 - - - - - - - - - 
375,527 - - - - - - - - - 
534,895 96,645 165,222 167,631 - 101,669 - - - - - 

Total
Upto 1 Month 

21,474,589 2.254.657 1,271,857 2,120,324 4,366.898 1.900.961 1.710.907 3,426.252 3,272,336 578,323 
Liabilities 
Bills payable 
Borrowings 
Deposits and other accounts 
Liabilities against assets subject to finance lease 
Subordinated debt 
Deferred tax liabilities 
Other liabilities 

Net assets 

Share capital! Head office capital account 
Reserves 
Surplus/(Deficit( on revaluation of assets 
Unappropriated/ Unremitted profit 

Total 
Upto 1 Month 

Over 1 to 3 
Months 

Over 5 to 10 Over 3 to 6
Over 6 Months Over 1 to 2 Years Over 2 to 3 Years Over 3 to 5 Years

Years Months to 1 Year 
lRupees in 000)  

Above 10 Years 

    

Assets 
Cash and balances with treasury banks 
Balances with other banks 
Lending to financial institutions 
Investments 
Advances 
Fixed assets 
Intangible assets 
Deferred tax assets 
Other assets 

73,144 
60,653 

73,144 
60,653 

- 
. 

. 

. 
- 
- 

- 
- 

. 
- 

- 
. 

- 
- 

- 
- 

105,000 - 105,000 . - - . . - - 
11,259,928 2.145.981 1,986,449 1.001,636 936.409 299,080 412,735 2,229,491 1.748.147 500,000 

6,223,926 624,504 250.783 604,878 1,598,568 741,047 1.305.001 766.808 283,316 49.021 
193,031 - - - - - - . - 193.031 

211 - - - - . . - - 211 
346.484 - - - - - - - - 346.484 
263.060 89.153 74,353 15.899 83.655 - - - - - 

18, 525,437 2,993.435 2.416.585 1,622,413 2.618.632 1,040,127 1.717.736 2.996.299 2,031,463 1,088,747 
Liabilities 
Bills payable 
Borrowings 
Deposits and other accounts 
Liabilities against assets subject to finance lease 
Subordinated debt 
Deferred tax liabilities 
Other liabilities 

Net assets 

Share capital! Head office capital account 
Reserves 
Surplus/IDeficit) on revaluation of assets 
Unappropriated/ Unremitted profit 
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