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Chartered Accountants

Responsibilities of Management and the Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting and reporting standards as applicable in Pakistan, the requirements of the Companies Act, 2017 (XIX of 201 7
and for such internal control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of

accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting process.

Auditor’'s Responsibilities for the Audit of the Financial Statements

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

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

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

o Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

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

° Conclude on the appropriateness of management'’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company'’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or conditions may cause the Company to
cease 1o continue as a going concern.

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

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

We also provide to the Board of Directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.
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Effective from accounting
period beginning on or after
Amendment to IFRS 16 'Leases’ - Covid-19 related rent concessions
extended beyond June 30, 2021 April 01, 2021

Amendments to IFRS 3 ‘Business Combinations' - Reference to the
conceptual framework January 01, 2022

Amendments to 1AS 16 'Property, Plant and Equipment’ - Proceeds

before intended use January 01, 2022
Amendments to IAS 37 'Provisions, Contingent Liabilities and

Contingent Assets' - Onerous Contracts — cost of fulfilling January 01, 2022
a contract

Annual Improvements to IFRS Standards 2018-2020 Cycle (related to
IFRS 9, IFRS 16 and IAS 41) January 01, 2022

Amendments that are not yet effective

The following amendments are only effective for accounting periods, beginning on or after the date mentioned against
each of them. These amendments are either not relevant to the Company's operations or are not expected to have
significant impact on the Company's financial statements other than certain additional disclosures.

Effective from accounting
period beginning on or after

- Amendments to IAS 1 'Presentation of Financial Statements' -
Disclosure of accounting policies January 01, 2023

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

accounting estimates January 01, 2023

- Amendments to IAS 12 income Taxes' - deferred tax reiated to assets
and liabilities arising from a single transaction. January 01, 2023

- Amendments to IFRS 16 ' Leases' - Clarification on how seller-lessee

subsequently measures sale and leaseback transactions. January 01, 2024

- Amendments to IAS 1 'Presentation of Financial Statements' -
Classification of liabilities as current or non-current January 01, 2024

- Amendments to IFRS 10 and 28 - Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture Deferred indefinitely

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

- IFRS 1 — First Time Adoption of International Financial Reporting Standards
- IFRS 17 - Insurance Contracts

Critical accounting estimates and judgments

The preparation of financial statements in conformity with accounting standards as applicable in Pakistan requires
management to make judgements, estimates and associated assumptions that affect the application of accounting
policies and the reported amounts of assets and liabilities, income and expenses. The judgements, estimates and
associated assumptions are based on historical experiences, current trends and various other factors that are believed to
be reasonable under the circumstances, the resuits of which form the basis of making the estimates.



3.1

3.2

4.1

4.2

4.3
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The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised, if the revision affects only that period, or in the period of the
revision and future period if the revision affects both current and future periods. The estimates and judgments that have a
significant effect on the financial statements are in respect of the following:

Note
- Classification and valuation of investments and impairment 43&8
- Provision against non-performing advances including net investment in finance lease 448&9
- Provision against off - balance sheet obligations 4.20
- Non-banking asset acquired in satisfaction of claims 46&13.2
- Useful life of fixed and intangible assets, depreciation and amortization 4.5 10 & 11
- Current and deferred taxation 412,12 8 32
- Accounting for defined benefit plan 4.8 & 36
- Contingencies and commitments 21

BASIS OF MEASUREMENT & FUNCTIONAL AND PRESENTATION CURRENCY

Basis of measurement

These financial statements have been prepared under the historical cost convention except for certain investments, non-
banking asset acquired in satisfaction of claims, defined benefit plan, ROU and lease liability and derivative financial
instruments which are revalued as referred to in notes 4.3, 4.6 and 4.17.

Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic environment in
which the Company operates. The financial statements are presented in Pakistani Rupees, which is the Company's

functional and presentation currency.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these financial statements are consistent with those of the previous
financial year.

Cash and cash equivalents

For the preparation of cash flow statement, cash and cash equivalents include cash and balances with treasury banks

and balances with other banks excluding any term deposit with original terms of greater than three months.

Repurchase / resale agreements

The Company enters into repurchase / resale agreements at contracted rates for a specified period of time. These are
recorded as under:

Sale under repurchase obligations

Securities sold with a simultaneous commitment to repurchase at a specified future date (repo) continue to be recognised
in the statement of financial position and are measured in accordance with accounting policies for investments. Amounts
received under these agreements are recorded as repurchase agreement borrowings. The difference between sale and
repurchase price is amortised as expense over the term of the repurchase agreement.

Purchase under resale obligation

Securities purchased with a corresponding commitment to resell at a specified future date (reverse repo) are not
recognised as investments in the statement of financial position. Amounts paid under these arrangements are included in
repurchase agreement lendings. The difference between purchase and resale price is accrued as income over the term
of the resale agreement.

Investments

The Company classifies its investments as follows:
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Held for trading

These are securities, which are acquired with the intention to trade by taking advantages of short term market / interest
rate movements and are carried at market value. Cost of investment is determined on weighted average basis. These
securities are required to be sold within 90 days from the date of their classification as 'Held for trading' under normal
circumstances, in accordance with the requirements of State Bank of Pakistan.

Held to maturity

These are securities with fixed or determinable payments and fixed maturity in respect of which the Company has the
positive intent and ability to hold to maturity.

Available for sale
Investments that do not fall under the held for trading or held to maturity categories are classified as available for sale.

All purchases and sales of investments that require delivery within the time frame established by regulations or market
convention are recognised at the trade date. Trade date is the date on which the Company commits to purchase or sell
the investment.

Initial Recognition

Investments other than those categorised as held for trading are initially recognised at fair value which includes
transaction costs associated with the investment. Investments classified as held for trading are initially recognised at fair
value, and transaction costs are expensed in the profit and loss account.

Subsequent Measurement

Investments in government securities and quoted investments, categorized as 'held for trading' and ‘available for sale' are
valued at rates quoted on PKRV, PKFRV and Pakistan Stock Exchange (PSX) as at the date of statement of financial
position respectively. Any surplus or deficit arising as a result of revaluation of securities categorised as 'held for trading’
is taken to profit and loss account and that of ‘available for sale’ is taken to the statement of financial position, and shown
within equity in accordance with the requirements of State Bank of Pakistan.

Management has determined fair value of certain investments by using quotations from active market, and review of
;_:onditions and information about the financial instruments. These estimates are subjective in nature and involve some
Uncertainties and matter of judgment (e.g. evaluation, interest rates, etc.) and therefore, cannot be determined with
precision.

Investments classified as 'held-to-maturity' are stated at their amortised cost less impairment in value, if any.

Ungquoted equity securities are valued at the lower of cost and break-up value less impairment losses, if any. Break-up
value of unquoted equity securities is calculated with reference to the net assets of the investee company as per the
latest available audited financial statements. Investments in subsidiaries and associates, if any (which qualify for
accounting under International Accounting Standard - 28) are carried at cost less impairment, if any.

Premium or discount on acquisition of investments is amortised through the profit and loss account over the remaining
period till maturity using effective interest method.

impairment

Impairment loss on investments in respect of available for sale (except term finance certificates) and held to maturity
recognised based on management's assessment of objective evidence of impairment as a result of one or more events
that may have an impact on the estimated future cash flows of the investments. A significant or prolonged decline in fair
value of an investment below its cost is also considered an objective evidence of impairment. Provision for diminution in
the value of debt securities is made as per the Prudential Regulations issued by the State Bank of Pakistan. In case of
impairment of available for sale securities, the cumulative loss that has been recognised below equity is removed and
recognised in the profit and loss account. For investments classified as held to maturity, the impairment loss is
recognised in profit and loss account.
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Advances

The Company reviews its loan portfolio to assess the amount of non-performing advances and provision required there
against on a regular basis. While assessing this requirement, various factors including the delinquency in the account,
financial position of the borrowers and the requirements of the Prudential Regulations are considered.

Loans and advances

Advances are stated net of specific provision. Specific provision for doubtful debts is determined on the basis of
Prudential Regulations issued by SBP and the other directives issued by the SBP and charged to the profit and loss
account. These regulations prescribe an age based criteria (as supplemented by subjective evaluation of advances) for
classification of non-performing loans and advances and computing provision / allowance there against. Advances are
written off when there is no realistic prospect of recovery.

Finance lease receivables

Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership of an asset to
the lessees are classified as finance leases. A receivable is recognised at an amount equal to the present vaiue of the
minimum lease payments, including any guaranteed residual value which are included in the financial statements as “net
investment in finance lease”.

Fixed Assets
Capital work in progress

Capital work in progress are stated at cost less impairment, if any. These are transferred to specific assets as and when
assets become available for use.

Property and equipment - owned

Operating fixed assets except capital work in progress, are stated at cost less accumulated depreciation and impairment
loss, if any. Depreciation is charged to profit and loss account on straight line basis so as to write-off the assets over their
expected economic lives at the rates specified in note 10.1 to these financial statements. The depreciation charge for the
year is calculated after taking into account residual value, if any. The residual values, useful lives and depreciation
method are reviewed and adjusted, if appropriate, at each reporting date. Full month depreciation is charged in the month
the assets are available for use and no depreciation is charged in the month of disposal.

Operating fixed assets transferred from Non-Banking assets are recognized at fair value as at the date of transfer which
is deemed to be the cost of that asset. Any surplus available on the date of transfer is reclassified to unappropriated
profits through equity on the transfer date.

Normal repairs and maintenance are charged to profit and loss account as and when incurred. Subsequent expenditure
is capitalised only when it increases the future economic benefits embodied in operating fixed assets.

Gains and losses on disposal of assets are included in profit and loss account. The Company reviews the rate of
depreciation / useful life, residual values and value of assets for possible impairment on an annual basis. Any change in
the estimates in future years might affect the carrying amounts of the respective items of operating fixed assets with a
corresponding effect on depreciation charge and impairment.

Intangible assets

Intangible assets having a finite useful life are stated at cost less accumulated amortisation and impairment losses, if
any. Intangible assets are amortised from the month when these are available for use, using the straight fine method,
whereby the cost of an intangible asset is amortised over the period which takes into account the economic benefits that
will be available to the Company. The residual value, useful life and amortisation method is reviewed and adjusted, if
appropriate, at each reporting date.

Non-banking assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims are initially measured at settlement amount and upon revaluation,
are carried at revalued amounts less accumulated depreciation and impairment, if any. These
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assets are revalued as per SBP's requirement by independent professionally qualified valuers to ensure that their net
carrying value does not differ materially from their fair value. A surplus arising on revaluation of property is credited to the
'surplus on revaluation of fixed assets’ account and any deficit arising on revaluation is taken to profit and loss account
directly. Legal fees, transfer costs and direct costs of acquiring title of property is charged to profit and loss account and
not capitalised.

Borrowings and deposits

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

Staff retirement benefit
Defined benefit plan

The Company operates an approved funded gratuity scheme for all its permanent employees who have compieted the
qualifying period under the scheme. The scheme is administered by a Board of Trustees and contributions therein are
made in accordance with the actuarial recommendations. The valuation in this regard is carried out at each reporting
date, using the Projected Unit Credit Method for the valuation of the scheme.

Gratuity is payable to staff on completion of two years of service.

Past service cost is the change in the present value of the defined benefit obligation resulting from a plan amendment or
curtailment. The Company recognises past service cost as an expense at the earlier of the following dates:

a) when the plan amendment or curtailment occurs; or
b) and when the Company recognises related restructuring costs or termination benefits.

The Company has adopted certain actuarial assumptions as disclosed in the note 36.3 for valuation of defined benefit
obligation and fair value of plan assets, based on actuarial advice.

Defined contribution plan

The Company operates a recognised provident fund scheme for its employees. Equal monthly contributions are made,
both by the Company and the employees, to the fund at the rate of 10% of the basic salary.

Employees' compensated absences
Employees' entitlement to annual leave is recognised when they accrue to employees. A provision is made for estimated
fiability for annual leave as a result of services rendered by the employee against un-availed leaves upto the reporting

date.

Foreign currencies

Transaction and balances in foreign currencies

Monetary assets and liabilities in foreign currencies are translated into Pakistan Rupees at the exchange rates prevailing
at the reporting date. Foreign currency transactions during the year are recorded at the rates prevailing on the date of
transaction.

Translation gains and losses

Exchange gains and losses are included in profit and loss account.

Revenue recognition

Mark-up / return / interest income is recognised on accrual basis taking into account effective yield on the asset, except
where recovery is considered doubtful, the income is recognised on receipt basis. Interest / return / mark-up on

rescheduled / restructured advances and investments is recognised as permitted by the Prudential Regulations issued by
the SBP.

A gain / loss on sale of securities is recognised in profit and loss account at the time of sale of relevant securities.

The surplus / deficit arising on revaluation of the Company's held for trading investment portfolio is taken to the profit and

loss account.
ﬁrl
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Premium or discount on acquisition of investments is capitalised and amortised through the profit and loss account over
the remaining period through effective interest method.

Dividend income is recognised when the Company's right to receive the dividend is established.
Fee, commission and brokerage income is recognised as the services are rendered.
Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit and loss account
except to the extent that it relates to the items recognised directly in equity or surplus on revaluation of assets, in which
case it is recognised in equity or surplus on revaluation of assets.

Current

Provision for current taxation is based on the taxable income at the current rates of taxation after taking into account
available tax credit and rebates, if any. The charge for current tax also includes adjustments, where considered
necessary relating to prior years, which arises from assessments /developments made during the year. The charge for
current tax is calculated using prevailing tax rates enacted at the reporting date and, any adjustments to tax payable
relating to prior years.

In making the estimates for income taxes currently payable by the Company, the management considers the current
income tax laws and the decisions of appellate authorities on certain issues in the past. In making the provisions for
deferred taxes, estimates of the Company's future taxable profits are also taken into account.

Deferred

Deferred tax is recognised using the liability method on all temporary differences between the amounts attributed to the
assets and liabilities for financial reporting purposes and amounts used for taxation purpose. Deferred tax is measured at
the tax rates that are expected to be applied to the temporary differences when they reverse, based on the laws that have
been enacted or substantively enacted at the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits would be available
against which it can be utilised.

Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is not probable that related
tax benefits will be realised.

Impairment

The carrying amount of the Company’s assets (other than deferred tax asset) are reviewed at each reporting date to
determine whether there is any indication of impairment. If such indication exists, the recoverable amount of the relevant
asset is estimated. An impairment loss is recognised whenever the carrying amount of an asset exceeds its recoverable
amount. Impairment losses are recognised in profit and loss account. An impairment loss is reversed if the reversal can
be objectively related to an event occurring after the impairment loss was recognised.

Off setting

Financial assets and financial liabilities are only offset and the net amount is reported in the financial statements when
there is a legally enforceable right to set-off the recognised amount and the Company intends either to settle on a net
basis, or to realise the assets and to settle the liabilities simultaneously.

Other provisions

Other provisions are recognised when the Company has a lega! or constructive cbligation as a result of a past event, and
it is probable that outflow of resources embodying economic benefits would be required to settie the obligation and a
reliable estimate of the amount can be made. Provisions are reviewed at each reporting date and are adjusted to reflect
the current best estimate.

Financial assets and liabilities

Financial assets and financial liabilities are recognised at the time when the Company becomes a party to the contractual
provision of the instrument. Financial assets are de-recognised when the contractual right future cash flows from the
asset expires or is transferred along with the risk and reward of the asset. Financial
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4.18

4.19

4.20

4.21

4.21.1

4.21.2

4.22

liabilities are de-recognised when obligation specific in the contract discharge, cancel or expire. Any gain or loss on
derecognition of the financial asset and liability is recognised in the profit or loss account of the current year.

Derivative financial instruments

Derivative financial instruments are initially recognised at their fair value on the date on which the derivative contract is
entered into and are subsequently remeasured at fair value. All derivative financial instruments are carried as asset when
fair value is positive and liabilities when fair vaiue is negative. Any change in the value of derivative financial instruments
is taken to the profit and loss account.

Dividend distribution

Dividend and appropriation to reserves, except appropriation which is required by the law after the reporting date, is
recognised as liability in the Company's financial statements in the period in which these are approved.

Earnings per share

The Company presents eamings per share (EPS) data for its ordinary shares. EPS is calculated by dividing the profit or
loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares
outstanding during the year.

Provisions against off - balance sheet obligations

The Company, in the ordinary course of business, issues guarantees. The commission against such contracts is
recognised in the profit and loss account under "fees and commission income" over the period of contracts. The
Company's liability under such contracts is measured at the higher of the amount representing unearned commission
income at the reporting date and the best estimate of the amount expected to settle any financial obligation arising under
such contracts.

Segment reporting
A segment is distinguishable component of the Company that is engaged in providing products or services (business
segment), or in providing products or services within a particular economic environment (geographical segment), which is

subject to risks and rewards that are different from those of other segments. The Company's primary format of reporting
is based on business segments.

Business segments
Following are the main segments of the Company:
Corporate finance and It includes loans, advances, leases and other transactions with corporate customers.

commercial banking Further, it undertakes advisory services including mergers and acquisitions, listed debt
syndication, trustee activities and other investment banking activities.

Trading & Sales (other Undertakes Company's fund management activities through leveraging and investing in

than Capital Market) liquid assets such as short term placements, government securities and reverse repo
activities. It carries out spread based activities in the inter bank market and manages the
interest rate risk exposure of the Company.

Capital Market Includes trading in listed securities with a view to trade and earn the benefit of market
fluctuations and to hold securities for dividend income and capital gains.

Geographical segments
The Company operates only in Pakistan.
Statutory reserve

Every Bank / DF! incorporated in Pakistan is required to transfer 20% of its profit to a statutory reserve until the reserve
equals share capital, thereafter 5% of the profit of the DFI is to be transferred to this reserve.
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2022 2021

Note - (Rupees in '000) ==-wensa-n
CASH AND BALANCES WITH TREASURY
BANKS
In hand
Local currency 50 51
Foreign currencies 4,779 5,514
4,829 5,565
With State Bank of Pakistan in
Local currency current account 5.1 148,457 69,702
With National Bank of Pakistan in
Local currency current account 17 17
Local currency deposit account 5.2 719 682
736 699
154,022 75,966

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

This carries mark-up at the rate 14.50% per annum (2021: 6.75%).

2022 2021
Note  ==—=r-=em- (Rupees in '000) -~-==~n~nm
BALANCES WITH OTHER BANKS
In Pakistan
In current accounts 20,847 12,161
In deposit accounts 6.1 21,150 150,310
41,997 162,471

These deposit accounts carry annual mark-up rate of 6.75% to 14.50% (2021: 3.50% to 6.75%).

2022 2021
Note ~  ===emwmee= (Rupees in '000) ~--mn=xnnn
LENDINGS TO FINANCIAL INSTITUTIONS
Call / clean money lendings - -
Certificate of Investment 7.2 - -
Particulars of lendings
In local currency - -

These carried mark-up rates Nil (2021: Nil) per annum, with maturity Nil (2021: Nit).




8 INVESTMENTS

81 Investments by type:

2022 2021
Cost/ P
s rovision Surplus / Carrying Cosf ! Provision for Surplus / Carrying
amortised for (deficit) value amortised "y i tion (deficit) i
" cost diminution cost vaiue
Note {Rupees in '000)
Held for trading securities
Shares - listed 66,437 - (740) 65,697 63,250 - (982) 62,268
66,437 - (740) 65,697 63,250 - (982) 62,268
Avallable for sale securities
Federal Government securities 8.4.1 13,769,162 - (34,060)}| 13,735,102 9,974,057 - (6.431) 9,967,626
Shares - listed 8.4.2 1,334,728 {73,460} {249,521) 1,011,747 1,231,302 (42,980) (123,070) 1,065,252
Non Government Debt Securities 8.4.3 6,187,665 (39,311} 12,374 6,160,728 5,629,683 (37,322) 99,215 5,691,576
21,291,555 {112,771) (271,207) 20,807,577 16,835,042 (80,302) (30,286) 16,724,454
. Held to maturity securitles
Commercial papers 8.5 115,741 - - 115,741 188,715 - - 188,715
115,741 - - 115,741 188,715 - - 188,715
Total investments 21,473,733 (112,771) (271,847) 21,088,015 17,087,007 (80,302) (31,268) 16,975,437
8.2 Investments by segments
2022 2021
Cost/ Provision Surplus / Carrying Cos} ! Provision for Surplus / Carmrying
amortised for {deficit) value amortised 4 inution (deficit) value
cost diminution cost
Note {Rupees in "000)
Federal Government securities
- Market treasury bills 8.6 1,438,782 - {5,891) 1,432,881 3,691,787 - (9,378) 3,682,409
- Pakistan Investment Bonds 8.7 12,330,380 - {28,169)|| 12,302,211 6,282,270 - 2,947 6,285,217
13,769,162 - (34,060) 13,735,102 9,974,057 - (6,431) 9,967,626
Shares - listed 8.4.2
- Ordinary shares of listed cornpanies 1,373,556 (73,460) (257,053) 1,043,043 1,266,943 (42,980) (127,227) 1,096,736
- Preference shares of a
listed company 27,608 - 6,792 34,401 27,609 - 3,175 30,784
1,401,165 (73,460) {250,261) 1,077,444 1,284,552 (42,980) (124,052) 1,127,520
Non Government Debt Securitles 8.4.3
- Term finance certificate - listed 2,235,802 {11,245} 3,038 2,227,595 1,249,917 (11,245) 19,380 1,258,052
- Term finance certificate - unlisted 2,448,863 - 8,400 2,457,263 2,759,084 - 65,754 2,824,838
- Sukuk certificates - listed 468,750 - (1,108) 467,642 600,000 - 8,961 608,961
- Sukuk certificates - unlisted 1,034,250 {28,066) 2,044 1,008,228 1,020,682 (26,077) 5,120 999,725
6,187,665 (39,311) 12,374 6,160,728 5,629,683 (37,322) 99,215 5,691,576
Commercial papers 8.5 116,741 - - 115,741 188,715 - - 188,715
Total investments 21,473,733 {112,771) {271,947) 21,088,015 17,087,007 (80,302) (31,268) 16,975,437
8.2.1 Investments given as collateral 2022 2021
seaennasns (RUPEOS IN '000) ~envaanen
Market Treasury Bills
Carrying value - before revaluation 358,059 1,086,421
Deficit {1,370) (3,893)
356,689 1,082,528
Pakistan Investment Bonds
Carrying value - before revaluation 7,188,805 5,911,160
Deficit {(28,525) (7,360)
7,160,380 5,903,800
Shares
Carrying value - before revaluation 86,777 97,585
Impaiment {23,110) (17,453)
Deficit (3,251} (3,195)
60,416 76,947
Above debt securities are pledged against the repurchase borrowings, while shares are pledged with National Clearing Company Pakistan Limited (NCCPL) against ready market
exposure.
2022 2021
8.3 Provision for diminution in value of investments - (Rupees in '000) -~
8.3.1 Avaliable For Sale Investment
Operiing balance 80,302 77,314
Charge / reversais
Charge for the year 41,128 10,463
Reversal on disposals {(8,660) (7.475)
32,469 2,988
- Closing Balance 112,771 80,302
U4




8.3.2 Particulars of provision against non-performing investments (NPI) - debt securities

2022 2021
Category of classification NPi Provision NPI Provision
----------------------- (Rupees in '000) «eessmsanammammnmmmnns
Domestic
Other assets especially mentioned - - - -
Substandard - - - -
Doubtful - - - -
Loss 43,290 39,311 43,290 37,322
43,290 39,311 43,290 37,322

8.3.2.1 The Company has availed the benefit of Forced Sales Value (FSV) against non-performing investments. Had this benefit of
FSV not been taken by the Company, the specific provision against non-performing investment would have been higher by
Rs. 3.98 million (2021: Rs. 5.96 million) and profit for the year before tax would have been lower by the same amount.
Further, this amount arising from availing the benefit of FSV is not available for distribution amongst the shareholders either
in the form of cash or stock dividend.

8.4 Quality of Available for Sale Securities

Details regarding quality of available for sale (AFS) securities are as follows:

Cost
8.41 Federal Government Securities - Government guaranteed 2022 2021
Note -=mn===- (RUpees in '000) ~==aeen-v
Market Treasury Bills 8.6 1,438,782 3,691,787
Pakistan Investment Bonds 8.7 12,330,380 6,282,270

13,769,162 9,974,057

8.4.2 Shares

Listed Companies

- Commercial Banks 451,741 392,748
- Textile Composite 152,345 192,463
- Power Generation and Distribution 141,832 133,148
- Oil and Gas Exploration Companies 139,398 102,219
- Fertilizer 97,251 127,739
- Oil and Gas Marketing Companies 90,996 67,131
- Fixed Line Telecommunication 35,051 24,937
- Insurance 31,220 27,745
- Others 30,418 29,884
- Refinery 29,242 -

- Chemicals 27,609 27,609
- Automobile Parts and Accessories 21,934 15,688
- Engineering 20,156 11,922
- Automobile Assembler 16,211 10,218
- Household Goods 13,998 7,643
- Pharmaceuticals 13,680 8,983
- Industrial Transportation 6,072 6,072
- Food Producers 5,041 5,041
- Industrial Metals and Mining 4,399 2414
- Cement 3,168 25,143
- Financial Services 2,966 3,107
- Personal goods - 9,448

- Technology Hardware and Equipment R -
- Paper & Board . -
- Synthetic & Rayon - -

1,334,728 1,231,302

\Q,,



8.4.3 Non Government Debt Securities - available for sale Cost

2022 2021
8.4.3.1 Listed Term Finance (TFC) and Sukkuk Certificates mmmmmeene (RUPEES iN "000) -omemmnne
AAA - -
AA+ AA AA- 1,133,113 690,962
A+ A A- 1,560,194 1,147,710
Unrated 11,245 11,245
2,704,552 1,849,917
8.4.3.1.1 Investment by holding of Term Finance Certificates (TFC) and Sukkuk Certificates
Askari Bank Limited - TFC 703,254 501,000
JS Bank Limited - TFC 499,800 -
Samba Bank Limited - TFC 429,859 189,962
U Microfinance Bank Limited - TFC 341,667 -
Mughal iron and Steel Industries - Sukuk 243,750 300,000
Agha Steel Industries Limited - Sukuk 225,000 300,000
JS Bank Limited - TFC 151,307 -
Soneri Bank Limited - TFC 61,170 61,170
KASHF Foundation - TFC 37,500 87,500
Trust investment Bank Limited - TFC 11,245 11,245
Soneri Bank Limited - TFC - 399,040
2,704,552 1,849,917
8.4.3.2  Unlisted TFC and Sukkuk Certificates
AAA 299,520 -
AA+, AA, AA- : 1,443,960 1,859,094
A+ A A- 1,197,194 1,738,628
BBB+, BBB, BBB- 110,000 150,000
BB- 400,396
Unrated 32,044 32,044

3,483,114 3,779,766

8.4.3.2.1 Investment by holding of TFC and Sukkuk Certificates

Bank Al Habib Limited - Perpetual TFC 500,000 500,000
Bank of Punjab - TFC 444,560 295,026
Khushhali Microfinance Bank Limited - TFC 400,396 300,000
Pakistan Services Limited -~ Sukuk 312,206 328,638
Bank Al Habib Limited - TFC 299,520 299,640
Gas & Oil Pakistan Limited - Sukuk 250,000 250,000
Mobilink Microfinace bank - TFC 250,000 -

Bank of Punjab - TFC 249,400 249,500
NRSP Micro Finance Bank Limited - TFC 200,048 100,000
Al-Baraka Bank Limited - Sukuk 200,000 200,000
Shakarganj Food Produets Limited - Sukuk 110,000 150,000
Berger paints Pakistan limited - Sukuk 106,000 -

Sadagat Textile Milis Limited - TFC 75,000 100,000
Aspin Pharma (Private) Limited - Sukuk 30,000 60,000
U Microfinance Bank Limited - TFC 29,940 39,928
Eden Housing - Sukuk 19,680 19,680
Sitara Peroxide Limited - Sukuk 12,364 12,364
JS Bank Limited - TFC - 499,990
U Microfinance Bank Limited - TFC - 225,000
Pakarab Fertilizer Limited 28-02-17 - 150,000

3,483,114 3,779,766




8.5

8.5.

8.6

8.7

9.1

9.2

1

(A

Particulars relating to Held to Maturity securities are as follows:

Non Government Debt Securities - Unlisted - Commercial papers

A-1
A-2
A-2

Above respectively carry profit rate of 18.97% per annum and are due for maturity on 06 June 2023.

Cost

2022

2021

waeememes (RUpees in '000) ~-avwnemn

115,741 -
- 47,542
- 141,173
115,741 188,715

The market value of securities classified as held-to-maturity as at 31 December 2022 amounted to PKR 115,741 million (2021: PKR

188.715 million).

Market treasury bills carry yield ranging from 12.70% to 15.74% (2021: 7.44% to 10.79%) per annum with maturities upto 21 April 2023

(2021: 10 March 2022).

The investments in Pakistan Investment Bonds are maturing upto 22 October 2030 (2021: 22 October 2030) and the effective yield ranges

from 7.33% to 16.83% (2021: 7.33% to 14.60%) per annum.

ADVANCES

Note

Loans, cash credits, running

finances, etc. 9.189.2

Islamic financing and related
assets

Bills discounted and
purchased

Advances - gross 9.3

Provision against advances
- Specific
- General

94895

Advances - net of provision

Performing Non performing Total
2022 2021 2022 2021 2022 2021
(Rupees in '000)

9,272,440 6,236,305 1,880,464 1,888,940 11,152,904 8,125,245
- - 167,325 173,292 167,325 173,292
- 31,709 - - - 31,709

9,272,440 6,268,014 2,047,789 2,062,232 11,320,229 8,330,246
- - (1,878,498) (1,813,682) (1,878,498) (1,813,682)
- - (1,878,498) (1,813,682) (1,878,498) (1,813,682)

9,272,440 6,268,014 169,291 248,550 9,441,731 6,516,564

These include personal loans and house loans of Rs. 126.089 million (2021: Rs. 124.635 million) advanced to employees in accordance
with their terms of employment. These personal loans and house loans carry mark-up at the rates of 3% and 5% (2021: 3% and 5%)

respectively.

Includes net investment in finance lease as disclosed below:

Lease rentals receivable
Residual value
Minimum lease payments

Financial charges for future periods
Present value of minimum lease
payments

2022 2021
Not later Later than Total Not later than Later than Total
than one one and less one year one and less
year than five than five
years years
{Rupees in '000)
547,500 911,164 1,458,664 323,094 548,465 871,559
152,816 240,375 393,191 94,851 163,296 258,147
700,316 1,151,539 1,851,855 417,945 711,761 1,129,706
{111,006) {130,363) (241,369) (67,050) (72,920) (139,970)
589,310 1,021,176 1,610,486 350,895 638,841 989,736

The Company's implicit rate of return on leases ranges between 11.68% and 21.55% (2021: 9.32% and 16.91%) per annum. These are
secured against leased assets and security deposits generally upto 50% (2021: 50%) of the cost of leased assets.




e

9.3

9.4

9.4.1

9.5

9.5.1

9.5.2

10.

10.1

2022 2021
Particulars of advances (Gross) e (Rupees in '000) -----~en-
In local currency 11,320,229 8,330,246
In foreign currencies - -
11,320,229 8,330,246

Advances include Rs. 2,048 million (2021: Rs. 2,062 million) which has been placed under non-performing status as detailed
below:

Category of Classification

2022 2021
Non Non performi
performing Provision on performing Provision
foans
loans
(Rupees in '000)
Domestic
Other Assets Especially Mentioned 167,325 - 173,292 -
Substandard - - 2,763 743
Doubtful - - 26,005 8,804
Loss 1,880,464 1,878,498 1,860,172 1,804,135
2,047,789 1,878,498 2,062,232 1,813,682
Particulars of provision against advances
2022 2021
Specific General Total Specific General Total
(Rupees in '000)
Opening balance 1,813,682 - 1,813,682 1,551,571 - 1,551,571
Charge for the year ' 69,156 - 69,156 273,951 - 273,951
Reversals (4,340) - (4,340) (11,840) - (11,840)
64,816 - 64,816 262,111 - 262,111
Amounts written off - - - - - -
Closing balance 1,878,498 - 1,878,498 1,813,682 - 1,813,682
Particulars of provision against advances
2022 2021
Specific General Total Specific General Total
(Rupees in "000)
In local currency 1,878,498 - 1,878,498 1,813,682 - 1,813,682
In foreign currencies - - - - - -
1,878,498 - 1,878,498 1,813,682 - 1,813,682

In accordance with BSD Circular No. 1 dated 21 October 2011 issued by the SBP, the Company has availed the benefit of
Forced Sales Value (FSV) against the non-performing advances. Had this benefit of FSV not been taken by the Company, the
specific provision against non-performing advances would have been higher by Rs. 1.966 million {2021: Rs. 60.451 million) and
profit for the year before tax would have been lower by the same amount. Further, this amount arising from availing the benefit of
F8V is not available for distribution amongst the shareholders either in the form of cash or stock dividend.

2022 2021
FIXED ASSETS Note o m— (Rupees in '000) --~=-~-m-
Property and equipment 10.2 472,102 198,876
Capital Work in Progress 10.1 - 20,783
Right-of-use assets 10.5 - 8,153
472,102 227,812

This represents amount of advance provided for the renovation of the Company's office.
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10.2

10.3

(4N

Property and Equipment

At 01 January 2022

Cost

Accumulated depreciation
Net book value

Year ended 31 December 2022
Opening net book value
Additions
Disposals

Cost

Accumulated Depreciation

Depreciation charge
Closing net book value

At 31 December 2022
Cost

Accumulated depreciation
Net book value

Rate of depreciation {percentage)

At 01 January 2021

Cost

Accumulated depreciation
Net book value

Year ended 31 December 2021
Opening net book value
Additions

Transfer from capital Work in progress

Disposals
Cost
Accumulated Depreciation

Depreciation charge
Closing net book value

At 31 December 2021
Cost

Accumulated depreciation
Net book value

Rate of depreciation (percentage)

The gross cost of fully depreciated assets still in use is as follows:

Fumiture and fixture

Electrical, office and computer equipment

Vehicles

2022
Buildings Leasehold Furniture and Electrical, Vehicles Total
Improvements fixture office and
computer
equipments
{Rupees in '000)
183,093 - 36,770 45,322 17,116 282,301
(4,577) - (35,884) (35,695) (7,269) (83,425)
178,516 - 886 9,627 9,847 198,876
178,516 886 9,627 9,847 198,876
199,500 77,393 - 12,037 - 288,930
- 22,954 12,951 - 35,905
. (22,789) (12,881) - (35,670)
- 165 70 - 235
(4,994) (645) (249) (5,971) (3,610) (15,469)
373,022 76,748 472 15,623 6,237 472,102
382,593 77,393 13,816 44,408 17,116 535,326
(9,571) (645) (13,344) (28,785) (10,879) (63,224)
373,022 76,748 472 15,623 6,237 472,102
2.50% 10% 20% 25%-50% 25%
2021
Buildings Leasehold Furniture and  Electrical, office Vehicles Total
improvements fixture and computer
equipments
(Rupees in '000)
183,093 - 36,495 40,143 12,245 271,976
- - (35,581) (32,430) (6,307) (74,318)
183,093 - 914 7,713 5,938 197,658
183,093 - 914 7,713 5,938 197,658
- - 275 5,741 6,941 12,957
- - - 562 2,070 2,632
- - - (491) (2,070) (2,561)
- - - 71 - 71
(4,577) - (303) (3,756) (3,032) (11,668)
178,516 - 886 9,627 9,847 198,876
183,093 - 36,770 45,322 17,116 282,301
(4,577) - (35,881) (35,695) (7,269) (83,425)
178,516 - 886 9,627 9,847 198,876
2.50% 0.00% 20% 25%-50% 25%
2022 2021

wememmesee (RUPEES iN '000) ~esmmesnmen

14,846 35,259
18,361 29,197

2,675 2,675
35,882 67,131




10.4

10.5

The gross cost and sale proceeds of disposals / write-offs:

Asset

Furniture & Fixture

ICCI Office

Equipment

Mobile Phone (Samsung A-70)
Mobile Phone (Xiaomi Mi A3)
Mobile Phone (Iphone X)
Mobile Phone (iphone X1)
Mobile Phone (Huawei Y95}
Mobile Phone (Nokia 6.2)
Mobile Phone (Samsung A30S)
Mobile Phone ( Samsung A51)
Mobile Phone ( Samsung A71)
Mobile Phone ( Samsung A22)
Mobile Phone ( Redmi Note 11)
Office Equipments

Computer Equipments
Computer Equipments

Laptop (Dell Latitude 5430)
Laptop (Dell Latitude 5540)
Laptop (Hp Probook 45308)
Laptop (Del! Latitude 5430)
Laptop (Delf Latitude E5540)
Laptop (Deli Latitude E5550)
Laptop (Dell Latitude 5580)
Laptop (Dell Latitude 5580
Laptop (Dell Latitude 5580
Laptop (Deli Latitude 5580
Laptop (Dell Latitude 5580

)
)

)
)

Right-of-use assets
At 01 January

Cost
Accumulated amortisation

Net book value

Year ended 31 December

Opening net book value

Additions - Directly purchased

Disposals

Modification in lease liability

Amortisation charge

Maturily of lease contracts:
Reversal of Cost

Reversal of accumulated amortizaticn

Closing net book value

Cost Book Sale price Purchaser
value
memmnnman aeme~n————am—— (RUPEES) mmmmrmmnmmmvmasssmsnmmnnn
22,953,579 164,885 5,111,189  Alfalah GHP
55,000 - “ Mr. Khurram Faizyab - Employee
34,900 - - Mr. Adnan Rizvi - Employee
50,000 - - Mr. Jahangeer Jamil - Employee
55,000 - - Mr. Salman Raza - Employee
35,000 - - Mr. Ali Zargham - Employee
35,000 . - Mr. Zahid Abbas - Employee
35,000 - - Mr. Adil Khan ~ Employee
35,000 . - Mr. Muhammad Umair - Employee
50,000 - - Mr. Sohail Irfan - Employee
35,000 20,417 21,875 | Mr. Adnan Rizvi - Employee
35,000 23,333 24,792 | Mr. Ali Zargham - Employee
3,753,680 26,162 910,643 | Alfalah GHP
4,020,879 - 975,465 | Alfalah GHP
3,734,163 - 70,000 | Miscellaneour buyers
102,500 - 6,125 | Mr. Sanaullah Khan - Employee
98,163 - 4,908 | Mr. Zeeshan Rauf - Employee
66,500 - 3,325 | Mr. Amir Aizaz - Employee
102,500 - §125 | Mr. Bilal Darr - Employee
81,500 - 4,075 { Mr. Bilal Darr - Employee
85,470 - 4,274 | Ms. Kauser Safdar - Employee
90,000 - 4,500 | Mr. Amir Aizaz - Employee
90,000 - 4,500 | Mr. Amin Kazmi - Employee
90,000 - 4,500 | Mr. Afak Shah - Employee
90,000 - 4,500 | Ms, Saadia Shaikh - Employee
90,000 - 4,500 | Mr. Faraz Ahmed - Employee
12,950,255 69,912 2,052,107

Right of use assets

2022 2021
mmmnamann (Rupees in '000) ----- e

63,184 63,184
(55,031) (41,167)
8,153 22,017
8,153 22,017
. (1,018)
(8,153) (12,846)
(63,184) .
63,184 -
- 8,153




1.

At 31 December
Cost

Accumulated amortisation
Net book value

Rate of amortisation (percentage)

INTANGIBLE ASSETS

Computer Softwares and Licenses
Capital Work in Progress

Right of use assets
2022 2021
amemmnmmn= (RUPEES iN '000) wannnnnnen

The amount represents payment made to software company for the software being implemented.

Computer Softwares and Licenses

At 01 January

- Cost

11.3

Less: Accumulated amortisation
Net book value

Year ended 31 December

Opening net book value

. Additions - Directly purchased

Disposals
Less: Amortisation charge

Closing net book value

At 31 December

Cost
Less: Accumulated amortisation

Net book value

Rate of amortisation (percentage)

The gross cost of fully amortised assets still in use is as follows;

Software Licenses

- 63,184
- (55,031)
- 8,153
10% 10%
Computer software
2022 2021
Note -emeeeeme (Rupees in '000) -<e-mamvn-
11.2 230 28
11.1 4,972 4,972
5,202 5,000
19,540 19,540
(19,512) (19,394)
28 146
28 146
320
(118) (118)
230 28
19,860 19,540
(19,630) (19,512)
230 28
33% 33%
2022 2021
---------- (Rupees in '000) ~-=eucen-
19,588 19,239
19,588 19,239

The amount represents fully depreciated sofwares being used by the Company i.e. IPAMS, HCM, GL-SHMA, FA-SHMA.



T

12. DEFERRED TAX ASSETS

Deferred tax asset - net

121 Deferred tax asset

Deductibie Temporary Differences on

- Provision against advances, off balance sheet, etc.
- Lease liability against right-of-use assets

- Post retirement employee benefits

- Deficit on revaluation of investments - net

- Others

Taxable Temporary Differences on

- Surplus on revaluation of investments - net

- Post retirement employee benefits

- Surplus on revaluation of non-banking asset

- Right-of-use assets - net

- Transfer of surplus on Non-Banking Assets to Fixed Assets
- Accelerated tax depreciation

- Lease assets

2022 2021
---------- (Rupees in "000) -meenenen
458,493 461,472

2022
At 01 January Recognised in Recognised in At 31
2022 profit and loss other December
account comprehensive 2022
income

(Rupees in 000)

506,578 7,255 - 513,833
1,369 (1,369) - .
. 1,142 1,142
. . 2,710 2,710
1,631 (1,550) - 81
500,578 4,336 3,852 517,766
(11,594) . 11,594 .
(1,679) . 1,679 -
(12,893) - 12,893 .
(2,364) 2,364 . .
(8,583) (6,075) (34,709) (49,367)
(10,993) 1,087 - (9,906)
(48,106) (2,624) (8,543) (59,273)
461,472 1,712 (4,691) 458,493

Deferred tax asset of Rs. 30.9 million on deductible temporary difference of Rs. 106.66 million has not been recorded which pertains to
provision for non-performing loans, due to uncertainty over availability of future estimated taxable profits required to recover the benefit.

Deductible Temporary Differences on

- Provision against advances, off balance sheet, etc.
- Lease liability against right-of-use assets
- Others

Taxabie Temporary Differences on

- Surplus on revaluation of investments - net
- Post retirement employee benefits

- Surplus on revaluation of non-banking asset
- Right-of-use assets - net

- Accelerated tax depreciation

- Lease assets

ﬁ,,

2021
At01 January Recognisedin  Recognised in At 31
2021 profit and loss other December
account comprehensive 2021
income

(Rupees in 000)

430,566 76,012 - 506,578
6,163 (4,794) - 1,369
1,645 (14) - 1,631

438,374 71,204 - 509,578
3,007 - (14,601) (11,594)
2,441 - (4,120) (1,679)

(13,590) - 697 (12,893)
(6,385) 4,021 - (2,364)
11,743 (20,326) - (8,583)

(21,490) 10,497 - (10,993)

(24,274) (5,808) (18,024) (48,106)

414,100 65,396 (18,024) 461,472
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13.2

13.3

14,

15.
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OTHER ASSETS

Income / mark-up accrued in local currency - net of provision
Advances, advance rent and other prepayments

Advance taxation (payments less provisions)

Non-banking asset acquired in satisfaction of claims
Receivable from defined benefits plan

Dividend receivable

Security deposits

Less: Provision held against other assets
Other assets (net of provision)

Surplus on revaluation of non-banking asset acquired in satisfaction of claims

Other Assets - total

Market value of non-banking asset acquired in satisfaction of claims

Note

13.3

13.1 & 13.2
36.4

2022

2021

------- -- (Rupees in '000) «oreueeeem

636,487 271,836
105,831 17,274
334,442 162,809

- 80,471

- 5,788

150 150
1,583 6,701
1,078,493 545,029
1,078,493 545,029
- 44,111
1,078,493 589,140
199,500 135,060

Non-banking asset acquired in satisfaction of claims was revalued by independent professional valuer as of January 18, 2023 (full
scope). The revaluation was carried out by M/s K.G. Traders (Private) Limited on the basis of an assessment of present market values.
The assets has been transferred to the Operating Fixed Assets at revalued amount to be carried at the Cost Model.

Non-banking asset acquired in satisfaction of claim

Opening balance

Revaluation during the year
Less: Depreciation for the year
Less: Transfered to Fixed Assets

Closing balance

Provision held against other assets

2022

2021

ammemman=e (RUPEES iN '000) ~emmmmee -

124,582 124,582
81,561 -
(6,643) -

(199,500)
. 124,582

Mark-up suspended amounting to Rs. 1,769.26 milion (2021: Rs. 1,497.74 million} included in provision against other asset, has been

netted off against the markup receivable amount.

CONTINGENT ASSETS

There are no contingent assets as at the reporting date.
BORROWINGS

Details of horrowings secured / unsecured

Secured

Borrowings from State Bank of Pakistan- Under financing facility
-Imported & Locally Manufactured Plant & Machinery (LTFF)
-Renewable Energy Facility (REF)

-Temporary Economic Refinance Facility (TERF)

-Financing Facility for Storage of Agriculture Produce (FFSAP)

Borrowings from State Bank of Pakistan - open market operation
Total Borrowings from State Bank of Pakistan

Repurchase agreement borrowings
Term borrowings

Total Secured

Unsecured
Call borrowings

Total Unsecured

Note

156.1
16.2
15.3
15.4

15.5

15.5
15.6

2022 2021
---------- {Rupees in "000}) ---even=e
1,825,320 1,989,827
641,196 520,431
1,138,983 552,381
174,168 -
3,779,667 3,062,639
7,300,000 -
11,079,667 3,062,639
356,450 7,012,384
4,900,000 3,683,333
16,336,117 13,658,356
4,000,000 -
4,000,000 -
20,336,117 13,658,356
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15.2

15.3

154

15.5

15.6

15.7

16.

16.1

16.2

16.3

16.4
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The Company has obtained funds from the SBP for extending Long Term Financing Facility (LTFF) for Imported & Locally
Manufactured Plant & Machinery. These borrowings carry mark-up rate of 2.0% to 7% per annum (2021: 2.0% to 2.5%). These
borrowings will mature by 2032 (2021: 2031).

The Company has obtained funds from the SBP for extending financing facility for renewable energy facility (REF). These borrowings
carry mark-up rate of 2.0% to 3% per annum (2021: 2.0% to 2.5%). These borrowings will mature by 2034 (2021: 2033).

The Company has obtained funds from the SBP for extending Temporary Economic Refinance Facility (TERF) for economic relief.
These borrowings carry mark-up rate of 1.0% per annum (2021: 1%). These borrowings will mature by 2032 (2021: 2031).

The Company has obtained funds from the SBP for extending Financing Facility for Storage of Agricultural Produce (FFSAP) for
economic relief. These borrowings carry mark-up rate of 2.0% per annum (2021: Nil). These borrowings will mature by 2029 (2021:
Nil).

These carry mark-up at the rates ranging from 15.25% to 16.25% per annum (2021: 10.45% to 10.65% per annum} and are secured
against government securities having carrying amount of Rs. 7.547 billion & market value of Rs. 7.517 billion (2021: carrying value Rs.
6.997 biflion & market value of Rs. 6.986 billion). These borrowings will mature up to March 2023 (2021: January 2022).

These represent finances obtained from Allied Bank Limited to finance regular business operations of the Company. These finances
are secured against pledge of all present and future movable assets (excluding investments). It carries mark up at the rate of 6 months
KIBOR +0.10 to 0.25% per annum. These are repayable in semi annual instaliments and shall be repaid by 2027. Total available facility
is Rs. 6 billion.

2022 2021
---------- (Rupees in '000) ~m=eeueen
Particulars of borrowings with respect to Currencies

In focal 20,336,117 13,658,356
In foreign currencies . -

20,336,117 13,658,356

DEPOSITS AND OTHER ACCOUNTS

2022 2021
Note In local In foreign Total In local In foreign Total
currency currencies currency currencies
(Rupees in "000)
Customers
Term deposits 16.2 791,213 - 791,213 311,570 - 311,570
Financial Institutions
Term deposits 16.3 980,397 - 980,397 820,677 - 820,677
1,771,610 - 1,771,610 1,132,247 - 1,132,247
2022 2021
Composition of deposits Note = «weeweeeen (Rupees in '000) ~------eux
- Individuals 16.4 331,491 97,249
- Public Sector Entities - -
- Non-Banking Financial Institution (related party) 980,397 820,677
- Private Sector 459,722 214,321
1,771,610 1132247

The mark-up rates on these certificate of investments (CO!) range between 11.75% to 16.50% per annum (2021: 7.4% to 10.1% per
annum). These COls will mature up to December 2023 (2021: March 2022).

The mark-up rates on these certificate of investments (COI) is 15.35% to 16.35% per annum (2021:10% to 10.1% per annum). These
COls will mature up to March 2023 (2021: March 2022).

These includes both interest bearing and non-interest bearing certificate of investments (CO!) issued to the employees of the Company
maturing up to July 2025 (2021: November 2024). The interest bearing deposits carry interest rates ranging between 14.55% to
16.50% per annum (2021: 7.4% to 10% per annum).
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18.

18.1

18.2

18.3

19.

8

OTHER LIABILITIES

Mark-up / return / interest payable in local currency

Accrued expenses
Payable to a financial institution
Payable to defined benefit plan

Provision for compensated absences
Payable to an associated undertaking

Government levies payable
Provision for audit fee

Advance insurance premium on lease
Security deposits against finance lease

Payabie Brokerage / NCCPL
Provision for staff rewards

Provision for worker's welfare fund
Lease liability against right-of-use assets

Note

174
36.4

2022 2021

B (Rupees in "000) =es-eene--

280,997 65,100
24,582 21,706
- 77,745
7,874 -
- 4,655
10,721 8,129
2,531 3,013
1,469 1,293
613 544
393,191 258,147
- 9,893
33,391 20,983
104,900 92,187
- 4,722
860,269 568,117

This amount represents inadvertent transfer to the Company's account by a financial institution. Subsequently the transfer was

reversed.

SHARE CAPITAL
Authorised capital

2022 2021

---- {Number of shares) -----

1,000,000,000 1,000,000,000 Ordinary shares of Rs. 10 each

Issued, subscribed and paid-up share capital

600,000,000 600,000,000 Ordinary shares of Rs.10 each and fully paid in cash

Major shareholders (holding more than 5% of total paid-up capital)

Name of shareholder
Government of Pakistan *

Iran Foreign Investment Company *

This includes nominal shares allotted to the nominee Directors

Foreign Investment Company.

RESERVES

Statutory reserve
Opening balance
Transfer during the year

Closing balance

2022

2022 2021

Y (UYL i) pee—

10,000,000 10,000,000

6,000,000 6,000,000

2021

Number of Percentage of
shares held  shareholding

Number of Percentage of
shares held shareholding

300,000,000 50% 300,000,000 50%
300,000,000 50% 300,000,000 50%
600,000,000 100% 600,000,000 100%

of the Company nominated by Government of Pakistan and iran

2022 2021
---------- (Rupees in '000) ~--s=-seee
1,004,551 965,805
89,195 38,746
1,093,746 1,004,551
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21.2

21.3

Z

According to BPD Circular No. 15 dated 31 May 2004 issued by SBP, an amount not less than 20% of the after tax
profits shall be transferred to create a reserve fund till such time the reserve fund equals the amount of the paid-up
capital and after that a sum not less than 5% of profit after tax shall be credited to the statutory reserve.

2022 2021
Note  =wemmmeeme (Rupees in '000) --vnnemene
SURPLUS ON REVALUATION OF ASSETS
Surplus / (deficit) on revaluation of
- Available for sale securities 8.1 (271,207) (30,286)
- Non-banking asset acquired in satisfaction of claims - 48,064
(271,207) 17,778
Deferred tax on surplus / (deficit) on revaluation of:
- Available for sale securities 2,710 (11,594)
- Non-banking asset acquired in satisfaction of claims - (12,893)
2,710 (24,487)
Incremental depreciation charged during the year - (3,953)
(268,497) (10,662)
Surplus on revaluation of a non-banking asset acquired in satisfaction of claim
Surplus on revaluation as of 01 January 48,064 48,064
Revaluation during the year 81,561 -
Realised on transfer during the year (129,625) -
- 48,064
Less: related deferred tax liability on:
- revaluation as at January 1 (16,846) (12,893)
- revaluation recognised during the year (19,352)
- surplus realised on disposal during the year 42,006
- Incremental depreciation as of December 31 (5,808) (3,953)
- (16,846)
- 31,218
CONTINGENCIES AND COMMITMENTS
-Commitments 211-214 8,214,853 7,091,455
-Other contingent liabilities 21.5 245,280 245,280
8,460,133 7,336,735
Commitments in respect of repo transactions
Repurchase agreement borrowings 7,656,450 7,012,384
Direct credit substitutes 224,565 402,000

The amount represents Standby Letter of Credit and Letter of Comfort facilities issued to the Company's clients in its
normal course of business.

Commitments to extend credit

The Company makes commitments to extend credit in the normal course of its business but these being revocable
commitments do not attract any significant penalty or expense if the facility is unilaterally withdrawn.
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21.5

21.5.1

21.5.2

21.5.3

21.54
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22,

&

Capital commitments
At the year end capital commitments amounted to Rs. 558.40 million (2021: 79.07 million).

Other contingent liabilities

With respect to tax year 2009, 2011, 2012 & 2013 ADCIR amended assessment under Section 122(5A) of the
Ordinance. The ACIR passed order under Section 122(5A) raising demand amounting of Rs. 23.3 million, Rs. 57.6
million, 32.152 million & 45.219 million respectively. The Company filed appeals against the order before the CIR(A).
The CIR(A) upheld the order of ACIR. The Company, then filed appeals before the Appellate Tribunal Inland Revenue
(ATIR) in respect of the orders passed by the CIR(A). The appeals have been heard and reserved for order. The
Company, in consultation with its tax advisor, is confident of a favourable outcome.

The Additional Commissioner Inland Revenue (ADCIR) amended the assessments for tax year 2015 and raised
demand of Rs. 80.433 million which was later revised to Rs. 87.014 million. The demand was challenged by the
Company by filing an appeal with the CIR(A). However, on confirmation of the demand order by CIR(A) the Company
filed an appeal before the ATIR and made payment of Rs. 17.5 million under protest. The ATIR through its order dated
24 November 2016 deleted the demand and directed the department to work out the liability of WWF in the light of
Supreme Court's order. Consequently, the tax department filed a reference in High Court, dated 16 February 2017,
which is yet to be admitted for hearing. Moreover, certain issues were remanded back by the ATIR under the
aforementioned order against which relief has been allowed by the CIR(A) however, appeal effect order is pending.
The company in consultation with its tax advisor, is confident of a favorable outcome.

With respect to tax year 2016, ADCIR amended the assessment and demand amounting to Rs. 52.049 million was
created. The Company admitted tax imposed on commission income amounting to Rs. 1.031 million, which was paid
and on other issues filed appeal to CIR(A) against ADCIR order. The CIR(A) passed order and decided the appeal
and allowed partial relief. Order to the extent of apportionment of Finance Cost was confirmed by CIR(A). An appeal
effect order under section 124 of the Ordinance is required to be passed for the relief allowed by CIR(A). The
company and the departemnt has filed appeals before the Appellate Tribunal Inland Revenue (ATIR) on the issue
decided against it. The demand of Rs. 52.049 million was created which was paid by the company under protest.The
company in consultation with its tax advisor, is confident of a favorable outcome.

With respect to tax year 2017, ADCIR amended the assessment and demand amounting to Rs. 46.351 million was
created. The Company paid the demand / adjusted the refund under protest and filed appeal against order before
CIR(A). The CIR(A) passed order and has decided the appeal and allowed partial relief and accepted contention
except on apportionment of markup expenses. An appeal effect order under Section 124 of the Ordinance is required
to be passed for the relief allowed by CIR(A). Moreover, both the Company and the department have filed appeals
before the ATIR on the issues decided against them. The appeal is awaited to be heard. The issue is pending before
ATIR.The company in consultation with its tax advisor, is confident of a favorable outcome.

With respect to tax year 2018, ADCIR amended the assessment under Section 122(5A) of the Ordinance. The ACIR
has passed order under Section 122(5A) reducing the refund amounting to Rs. 17.962 million. The Company filed an
appeal against the order before the CIR(A). The CIR(A) passed order and has decided the appeal and aliowed partial
relief and accepted our contention except on apportionment of markup expenses. An appeal effect order under
Section 124 of the Ordinance is required to be passed for the relief allowed by CIR(A). The company has filed an
appeal before ATIR. The apeal is pending for hearing.The company in consultation with its tax advisor, is confident of
a favorable outcome.

OFF BALANCE SHEET FINANCIAL INSTRUMENTS

Off balance sheet financial instruments includes derivatives, contracts the characteristics of which are derived from
those of underlying assets. These include forwards and swaps in money and foreign exchange markets. The
Company's exposure in these instruments represents equity futures. The Company also enters into repo transactions
against government securities carrying fixed interest rates and having fixed contractual maturities. The credit risk
associated with repo transactions is secured through underlying government securities.
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DERIVATIVE INSTRUMENTS

The Company at present does not offer structured derivative products such as interest rate swaps, forward rate
swaps, forward rate agreements or forward exchange options. However, the Company's treasury and investment
group buys and sells derivative instruments such as equity futures.

Equity futures

An equity futures contract is a standardized contract, traded on a futures counter of the stock exchange, to buy or sell
a certain underlying scrip at a certain date in the future, at a specified price.

The Company uses equity futures as a hedging instrument to hedge its equity portfolio against equity price risk. Only
selected shares are allowed to be traded on futures exchange. Equity futures give flexibility to the Company either to
take delivery on the future settlement date or to settle it by adjusting the notional value of the contract based on the
current market rates.

Maximum exposure limit to the equity futures is 10% of tier 1 capital of the Company, based on prevailing SBP
regulations.

2022 2021
Note ammnenenes (RUpees in '000) ~eemeeenn
MARK-UP / RETURN / INTEREST EARNED
On:
a) Loans and advances 699,883 398,080
b) Investments 2,637,275 1,158,918
¢) Lendings to financial instruments 895 3,577
d) Balances with banks ' 5,509 1,798
3,243,562 -~ 1,662,373
MARK-UP / RETURN / INTEREST EXPENSED
Deposits 182,651 71,487
Securities sold under repurchase agreements 288,457 286,683
On borrowing from State Bank of Pakistan- Under financing facility
- Imported & Locally Manufactured Plant & Machinery (LTFF) 37,524 37,769
- Temporary Economic Refinance Facility (TERF) 7,859 1,754
- Renewable Energy (REF) 17,249 11,818
- Financing Facility for Storage of Agriculture Produce (FFSAP) 924 -
Borrowings from State Bank of Pakistan - open market operation 505,015 -
Unwinding cost of liability against the right-of-use assets 3,068 2,328
Term borrowing 629,246 263,075
Clean borrowing 459,703 150,825
2,131,696 825,739
FEE & COMMISSION INCOME
Credit related fees 19,359 16,896
Investment banking fees - 1,248
Comimission on guarantees 3,230 648
22,589 18,790
GAIN / (LOSS) ON SECURITIES - NET
Realised 271 (72,045) 53,303
Unrealised - heid for trading 8.1 (740) (982)
(72,785) 52,321




2022 2021

Note  ~—=eemee- (Rupees in '000) ---ssxmn--
271 Realised
Shares (72,045) 53,303
Federal Government Securities - -
(72,045) 53,303
28. OTHER INCOME
Gain on sale of fixed assets 6,928 1,698
Misc. Income / Reversal of excess provisions 32 11,667
6,960 13,365
29, OPERATING EXPENSES
Total compensation expense 29.1 321,733 268,591
Property expense
Rent & taxes 484 1,156
Insurance 4,078 3,314
Utilities cost 11,031 7,853
Security 953 526
Repair & maintenance 13,596 8,133
Depreciation on owned operating fixed assets 9,499 13,967
Depreciation on owned OREQ assets 6,643 -
Depreciation on right-of-use assets 8,153 12,846
54,437 47,795
information technology expenses
Software maintenance 4,337 1,257
‘Depreciation 5,970 3,755
Amortisation 118 118
Network charges 4,977 5,746
Others 1,103 883
16,505 11,759
Other operating expenses
Directors' fees and allowances 38.2 14,250 18,250
Legal & professional charges 14,884 11,007
Travelling & conveyance 14,382 10,402
Training & development 477 1,241
Postage & courier charges 194 187
Communication 1,700 1,481
Stationary & printing 2,028 935
Marketing, advertisement & publicity 2,336 890
» Charity & Donations 29.3 2,700 900
Auditors' Remuneration 29.2 2,003 2,498
Commission and brokerage ’ 3,948 2,618
Bank charges and miscellaneous expenses 5,524 2,202

64,426 52,611
-@ 457,101 380,756




2022 2021

---------- (Rupees in '000) ~--mmssee-
291  Total compensation expense
Fees and Allowances, etc - -
Employees’ Remuneration
i) Fixed 158,349 141,226
i) Variable
of which;

a) Cash Bonus / Awards etc. 39,509 20,000

b) Bonus & Awards in Shares etc. - -
Charge for defined benefit plan 12,330 12,835
Contribution to defined contribution plan . 12,101 10,791
Rent & house maintenance 39,874 35,334
Utilities 9,374 8,316
Medical 11,469 9,906
Conveyance 38,727 30,183
Total 321,733 268,591

29.2  Auditors' remuneration

Audit fee 726 726
Half yearly review 287 287
Special certifications and sundry advisory services 808 808
Tax Services - 495
Out of pocket expenses 182 182
2,003 2,498

29.3 Donations and charity

None of the directors, executives or their spouses had any interest in the donee. Detail of donations made during the
year is as follows:

2022 2021
Note  =w=me-ome- (Rupees in '000) ~~~naueem
Consulate General of Iran (School being run by the Consulate Office) 1,000 -
Saylani Welfare Trust 1,000 -
The Kidney Centre 500 -
Sindh Institute of Urology and Transplantation - 300
Patient Aid Foundation 200 300
The Citizen Foundation - 300
2,700 900
30. OTHER CHARGES
Penalties imposed by State Bank of Pakistan - 225
- 225
31. PROVISIONS & WRITE OFFS - NET
Provisions / (reversal) of diminution in value of investments 8.3.1 32,469 2,988
Provisions against loans and advances - net 9.5 64,816 262,111
97,285 265,099

8
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34.

TAXATION

Current
Prior year
Deferred

Relationship between tax expense and accounting profit

Profit before taxation

Tax on income @ 29% (2021: 29%)

Net tax effect on income taxed at reduced rates

Net tax effect on income subject to FTR

Prior year's charge

Tax effect of expenses that are not deductible in determining taxable profit
Permanent difference

Others

Tax charge

BASIC AND DILUTED EARNINGS PER SHARE

Profit for the year

Weighted average number of ordinary shares

Basic and diluted earnings per share

There are no instruments that may have a dilutive effect on earnings per share.

CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks
Balances with other banks

2022 2021
---------- (Rupees in '000) =-<esesnen
188,593 125,672
21,508 -
{(1,712) (65,396)
208,389 60,276
654,366 254,008
189,766 73,662
- (15,173)
(21,100) (13,071)
21,508 -
(1,712) -
19,294 14,828
633 30
208,389 60,276
2022 2021
445,977 193,732

(Number of shares in "000)

600,000

600,000

(Rupees per share)

0.74 0.32
2022 2021
---------- (Rupees in '000) —-seeeen-
154,022 75,966
41,997 162,471
196,018 238,437




34.1 Reconciliation of movement of liabilities to cash flows arising from financing activities
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Balance as at 01 January 2022

Changes from financing cash flows

Payment of lease liability against
right-of-use assets

Dividend paid

Total changes from financing cash flows

Other changes
Liability - related

Changes in borrowings
Changes in deposits and other accounts
Changes in other fiabilities
- Cash based
- Non - cash based - Actuarial loss on
remeasurements of defined benefit plan
Transfer of profit to reserve
Profit for the year
Other adjustments
Exchange differences on translation of net
investment in foreign branches

Balance as at 31 December 2022

Balance as at 01 January 2021

Changes from financing cash flows

Payment of lease liability against
right-of-use assets

Dividend paid

Total changes from financing cash flows

Other changes
Liability - related

Changes in borrowings
Changes in deposits and other accounts
Changes in other liabilities

- Cash based

- Non - cash based - Actuarial loss on

remeasurements of defined benefit plan

Transfer of profit to reserve
Profit for the year
Other adjustments

Balance as at 31 December 2021

STAFF STRENGTH

Permanent

Temporary / on contractual basis
Company's own staff at end of the year
Outsourced

Total staff strength

2022
Liabilities Equity Total
Borrowings Deposits Other Share Reserves
and other liabilities capital Unappropriate
accounts d profit
(Rupees in '000)
13,658,356 1,132,247 568,117 6,000,000 1,004,551 2,661,253 25,024,524
- - (7,790) - - - (7,790)
. . - - - {150,000} (150,000)
- - (7,790) - - (150,000) (157,790)
6,677,761 - - - - - 6,677,761
- 639,363 - - - - 639,363
- - 290,829 - - - 290,829
- - (9,699) - - (9,699) (19,398)
- - - - 89,195 (89,195) -
. - - - - 447,832 447,832
- - 18,812 - - 87,619 106,431
6,677,761 639,363 299,942 - 89,195 436,557 8,142,818
20,336,117 1,771,610 860,269 6,000,000 1,093,746 2,947,810 33,009,552
2021
Liabilities Equity Total
Borrowings Deposits Other Share Reserves  Unappropriated
and other liabilities capital profit
accounts
(Rupees in '000)
10,223,036 923,702 480,808 6,000,000 965,805 2,680,452 21,273,803
- - (18,858) - - - (18,858)
- - (180,000) - - (180,000) (360,000)
- - (198,858) - - (180,000) (378,858)
3,435,320 - - - - - 3,435,320
- 208,545 - - - - 208,545
- - 282,058 - - - 282,058
- - 4,109 - - 4,109 8,218
- - - - 38,746 (38,746) -
- - - - - 193,732 193,732
R - - - - 1,706 1,706
3,435,320 208,545 286,167 - 38,746 160,801 4,128,579
13,658,356 1,132,247 568,117 6,000,000 1,004,551 2,661,253 25,024,524
2022 2021
(Number of employees)
47 48
7 7
54 55
54 55
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DEFINED BENEFIT PLAN
General description

As mentioned in note 4.8, the Company operates an approved funded gratuity scheme for all its permanent employees.
The benefits under the gratuity scheme are payable on retirement at the age of 60 or earlier cessation of service, in lump
sum. The benefit is equal to one month's last drawn salary for each year of eligible service or part thereof, subject to a
minimum of two years of service.

Number of Employees under the scheme
The number of employees covered under the defined benefit schemes are 48 (2021: 44)
Principal actuarial assumptions

The actuarial valuation was camied out as at December 31, 2022 using the "Projected Unit Credit Actuarial Cost
Method". The information provided in notes 36.3 to 36.15 has been obtained from the actuarial valuation carried out as at
December 31, 2022.

2022 2021
-------- (Per annum) «-~r---
Discount rate 14.50% 11.75%
Expected rate of return on plan assets 18.00% 11.75%
Expected rate of salary increase 14.50% 9.75%
Mortality rates (for death in service) SLIC(2001-05)-1  SLIC(2001-05)-1
Rates of employee turnover Moderate Moderate
Reconciliation of (receivable from) / payable to defined benefit plans
2022 2021

Note @~ = reeeeseee (Rupees in '000) ---m-meen
Present value of obligations 36.5 115,683 91,211
Fair value of plan assets 36.6 & 36.9 (107,809) (96,999)
(Receivable) / payable 7,874 (5,788)
Movement in defined benefit obligations
Obligations at the beginning of the year 91,211 77,533
Current service cost 12,973 11,940
Interest cost 11,230 7,960
Benefits paid during the year (3,847) -
Re-measurement loss / (gain) 4,116 (6,222)
Obligations at the end of the year 115,683 91,211
Movement in fair value of plan assets
Fair value at the beginning of the year 96,999 65,383
Interest income on plan assets 11,873 7,065
Contribution by the Company - net 12,330 24,985
Actual benefits paid from the fund during the year (3,847) -
Re-measurements gain / (loss) on plan assets (9,546) (434)
Fair value at the end of the year 36.9 107,809 96,999
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36.7

36.8

36.8.1

36.8.2

36.9

36.10

- 36.11

Note
Movement in payable under defined benefit schemes
Opening balance
Charge for the year 36.8.1
Contribution by the Company - net
Re-measurement Loss / (Gain) recognised in
other comprehensive income during the year 36.8.2

Closing balance

Charge for defined benefit plans
Cost recognised in profit and loss

Current service cost
Net interest on defined benefit liability / (asset)

Re-measurements recognised in OCl during the year

Loss / {(gain) on obligation

- Demographic assumptions
- Financial assumptions

- Experience adjustment
Actuarial foss on plan assets

Total re-measurements recognised in OCI

Components of plan assets

Cash and cash equivalents
Government Securities (Defence Saving Certificates)
Non-Government Debt Securities (Certificate of Investments)

Sensitivity analysis

2022

2021

B el (11T Y=L I 1]1 1) ——

(5,788) 12,150
12,330 12,835
(12,330) (24,985)
13,661 (5,788)
7,873 (5,788)
12,973 11,940
(643) 895
12,330 12,835
3,268 411
847 (6,633)
9,546 434
13,661 (5,788)
9,595 14,994
- 52,900
98,214 29,105
107,809 96,999

The increase / (decrease) in the present value of defined benefit obligations as a result of change in each assumption is

summarised below:

0.5% increase in discount rate
0.5% decrease in discount rate
0.5% increase in expected rate of salary increase
0.5% decrease in expected rate of salary increase

Expected contributions to be paid to the funds in the next financial year

2022

2021

---------- {Rupees in '000}) ~—-----

11,1477
120,467
120,183
111,401

87,306
95,379
95,467
87,190

2023

{Rupees in '000)

16,329
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36.13

36.14

36.15

37.

izl

2023
(Rupees in '000)

Expected charge / (reversal) for the next financial year 16,329

Maturity profile

The weighted average duration of the obligation is 8.02 years.

(Rupees in '000)
Distribution of timing of benefit payments (time in years)

1 4,937
5,667
5,756
15,295
7,125
-10 264,481

[« 004, I NN SV I N ]

Funding Policy

An implicit, though not formally expressed, objective is that the Habilities under the scheme in respect of members in
service on the valuation date on a going concern basis and having regard to projected future salary increases, should be
covered by the Fund on the valuation date, the total book reserve as of the valuation date, future contributions to the
Fund, future additions to the book reserve and future projected investment income of the Fund.

As far as possible, there is an implicit objective that the contribution to the Fund should remain reasonably stable as a
percentage of salaries, under the Actuarial Cost Method employed.

The significant risk associated with the staff retirement benefit plan may include:

Mortality Risk
The risk that the actual mortality experience is different. The effect depends on the beneficiaries’ service/age distribution
and the benefit.

Investment Risk
The risk of the investment underperforming and not being sufficient to meet the liabilities.

Final salary risks

The risk that the final salary at the time of cessation of service is higher than what we assumed. Since the benefit is
calculated on the final salary, the benefit amount increases similarly.

Withdrawal risk

The risk of higher or lower withdrawal experience than assumed. The final effect could go either way depending on the
beneficiaries’ service/age distribution and the benefit.

DEFINED CONTRIBUTION PLAN

The general description of the note is included in note 4.8,

Contributions made during the year: 2022 2021
wemmmeeene (RUpeES in '000) —mmemamn

Employer's contribution 12,101 10,791

Employees’ contribution 12,101 10,791

The number of employees covered under the defined contribution plan are 48 (2021: 44).
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39.

39.1

39.2

N

FAIR VALUE MEASUREMENTS

Fair value of financial assets

The fair value of financial assets and liabilities not carried at fair value are not significantly different from their carrying vaiues
since assets and liabilities are either short term in nature or in case of loan are frequently repriced.

Fair value is an amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties in
an arm's length transaction. Consequently, differences may arise between the carrying value and the fair values' estimates.

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

making the measurements:

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Fair value measurements using inputs other than quoted prices included within Level 1 that are observable for the
assets or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: Fair value measurements using input for the asset or fiability that are not based on observable market data (i.e.

unobservable inputs).

On balance sheet financial instruments

Note
Assets

Cash and balances with treasury banks

Balances with other banks

Investments (other than commercial paper)  39.3
Investments - commercial paper

Advances

Other assets

Liabilities

Borrowings from financial institutions
Deposits and other accounts
Other liabilities

2022 2021
Book value Fair value Book value Fair value
(Rupees in "000)
154,022 - 75,966 -
41,997 - 162,471 -
20,973,274 20,973,274 16,786,722 16,786,722
115,741 - 188,715 -
9,441,731 - 6,516,564 -
636,637 - 295,967 -
31,363,402 20,973,274 24,026,405 16,786,722
20,336,117 - 13,658,356 -
1,771,610 - 1,132,247 -
755,369 - 472,373 -
22,863,096 - 15,262,976 -
8,500,306 20,973,274 8,763,429 16,786,722




39.3 The table below analyses the investments measured at the end of the reporting period by the level in the fair value hierarchy
into which the fair value measured is categorised:

2022

Fair value

On balance sheet financial instruments

Level 1 Level 2 Level 3 Total

(Rupees in '000)

Financial assets

Investments - other than commercial papers

Federal Government securities - 13,735,102 - 13,735,102
Units of mutual funds - - - -
Shares in listed companies 1,077,444 - - 1,077,444
Non Government Debt Securities - €,160,728 - 6,160,728
1,077,444 19,895,830 - 20,973,274
2021
Fair value

On balance sheet financial instruments

Level 1 Level 2 Level 3 Total

(Rupees in '000)

Financial assets

Investments - other than commercial papers

Federal Government securities - 9,967,626 - 9,967,626
Units of mutual funds - - - -
Shares in listed companies 1,127,520 - - 1,127,520
Non Government Debt Securities - 5,691,576 - 5,691,576
1,127,520 15,659,202 - 16,786,722

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties
in an arm's length transaction. Fair value of financial instruments is based on:

Government securities PKRV / PKFRYV rates (MUFAP rates)
Term finance certificates and sukuk bonds (other than government) MUFAP rates
Listed securities PSX rates

39.4  Fair value of other financial assets and liabilities are for short term or repriced frequently. Therefore, their carrying values are
reasonable approximations of their fair values.
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SEGMENT INFORMATION

Segment Details with respect to Business Activities

Profit & Loss

Net mark-up / return / profit

Inter segment revenue - net

Non mark-up / return / interest income
Total Income

Segment direct expenses

Inter segment expense allocation
Total expenses

Provisions / (reversals)

Profit before tax

Balance Sheet

Cash & Bank balances
{nvestments

Net inter segment lending
Lendings to financial institutions
Advances - performing
Advances - non-performing
Others

Total Assets

Borrowings

Subordinated debt

Deposits & other accounts
Net inter segment borrowing
Others

Total liabilities

Equity

Total Equity & liabilities

Contingencies & Commitments

Profit & Loss

Net mark-up / return / profit

Inter segment revenue - net

Non mark-up / retumn / interest income
Total Income

Segment direct expenses

Inter segment expense allocation
Total expenses

Provisions

Profit before tax

Balance Sheet
Cash & Bank balances
Investments
Net inter segment lending
Lendings to financiai institutions
Advancas - performing

- pon-performing
Others
Total Assets

Borrowings

Subordinated debt
Deposits & other accounts
Net inter segment borrowing
Others

Total Habillities

Equity

Total Equity & liabilities

Contingencies & Commitments

2022
Corporate Trading & Sales Capital Markets Others Total
Finance & {other than
Commercial Capital Market)
Banking
{Rupees in '000)
841,207 336,214 - (65,555) 1,111,866
22,589 - 76,584 10,426 109,599
863,796 336,214 76,584 (55,129) 1,221,465
34,477 12,883 15,032 407,422 469,814
34,477 12,883 15,032 407,422 469,814
66,805 - 30,480 - 97,285
762,514 323,331 31,072 (462,551) 654,366
. - - 196,019 196,019
4,632,624 15,433,848 1,022,543 - 21,089,015
9,146,351 - - 126,089 9,272,440
169,291 - - - 169,291
275,982 373,023 150 1,365,135 2,014,290
14,224,248 15,806,871 1,022,693 1,687,243 32,741,055
6,759,441 13,112,998 463,678 - 20,336,117
1,077,347 526,620 167,643 - 1,771,610
98,036 182,957 - 579,276 860,269
7,934,824 13,822,575 631,321 579,276 22,967,996
6,289,424 1,984,296 391,372 1,107,967 9,773,059
14,224,248 15,806,871 1,022,693 1,687,243 32,741,055
224,565 7,656,450 - - 7,881,015
2021
Corporate Finance Trading & Sales Capital Markets Others Total
& Commercial  (other than Capital
Banking Market)
(Rupees in '000)
517,349 241,597 - (22,312) 736,634
19,071 - 140,084 14,918 174,073
536,420 241,597 140,084 (7,394) 910,707
44,137 25,143 16,631 306,689 391,600
492,283 216,454 124,453 (314,083) 518,107
266,798 - {1,699) - 265,099
225,485 216,454 126,152 (314,083) 254,008
- N - 238,437 238,437
4,903,381 10,999,436 1,072,620 - 16,975,437
6,143,380 - - 124,634 6,268,014
248,550 - - - 248,550
770,572 107,088 150 405,614 1,283,424
12,065,883 11,106,524 1,072,770 768,685 25,013,862
5,142,716 8,188,543 327,097 - 13,658,356
657,255 371,638 103,354 - 1,132,247
272,990 21,591 9,893 263,643 568,117
6,072,961 8,581,772 440,344 263,643 15,368,720
5,992,922 2,524,752 632,426 505,042 9,655,142
12,065,883 11,106,624 1,072,770 768,685 25,013,862
402,000 7,012,384 - - 7,414,384




41. RELATED PARTY TRANSACTIONS

The Company has related party transactions with its associates, employee benefit plans and its directors and Key Management Personnel.

Contributions to and accruals in respect of staff retirement benefits and other benefit plans are made in accordance with the actuarial valuations / terms
of the contribution plan. Remuneration of the key management personne! is determined in accordance with the terms of their appointment. Other

pey transactions are at agreed rates.
Details of balances and transactions with related parties as at the end of and during the year, other than those which have been disclosed eisewhere in
these financial statements are as follows:
B 2022 2021
Directors Key manage- Other related Directors Key manage- Other related
ment parties* ment parties*
personnel personnel
(Rupees in '000)
Advances
Opening balance - 77,032 - - 90,427 -
Addition during the year - 18,395 - - 6,958 -
Repaid during the year - {15,651) - - (20,353) -
Closing balance - 79,776 - - 77,032 -
Other Assets
Other receivable (associated) - - 15,184 - - 11,492
Deposits and other accounts
Opening batance - 34,127 852,782 - 3,087 691,699
Received during the year - 642,003 4,111,777 - 128,326 3,295,303
"""" Withdrawn during the year - (586,689) - - (97,286) (3,134,220)
Closing balance - 89,441 4,979,743 - 34,127 852,782
Other Liabilities
interest / mark-up payable - 884 37,679 - 497 13,029
Other liabilities
- bonus payable to MD/CEO - 2,965 - - 1,702 -
- payable to Iran Foreign Investment
Company ~- associate - - 10,721 - - 8,129
- director fee payable 700 - - - - 2,000
Receivable from / (payable) to
defined benefit ptan - - - - - 5,788
2022 2021
RELATED PARTY TRANSACTIONS Directors Key manage: Other related Directors  Key manage- Other related
ment parties* ment parties*
personnel personnel
(Rupees in '000)
Income
Mark-up / return / interest eamed - 4,047 - - 4,074 -
- Expense
Mark-up / return / interest paid - 7,244 129,759 - 1,749 58,416
Operating expenses
Fees for Board & Committee Meeting 15,375 - - 18,250 - -
Allowances for Board & Cormmitteé Méeting - - - - - -
» Managerial Remuneration - 80,188 - - 84,305 -
Cash Bonus / Awards - 18,354 - - 16,742 -
Contribution to defined contribution plan - 7,745 - - 6,934 -
Rent & house maintenance - 21,806 - - 20,516 -
Utilities - 5,828 - - 5,594 -
Medical - 5,939 - - 5,264 -
Conveyance - 15,989 - - 14,178 -
Others - 708 - - 696 -
Contribution to the defined contribution plan 12,101 - - 10,791
Payment to the defined benefit plan 12,330 - - 24,985
Charge for defined benefit plan 12,330 - - 12,835
* An associate and retirement benefits plans.
A
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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)y Capital Adequacy Ratio:

The Capital Adequacy Ratio (CAR) assesses the capital requirement based on the risks faced by the banks/DFis. 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 lli Capital Reform as published by the Basel
Committee on Banking Supervision. These instructions also specify the transitional arrangements from 2013 to 2019 which have now fully implemented
from 31 December 2019.

Accordingly, the Bank has assessed and reported its Capital Adequacy Ratio in the financial statements on the basis of Basel i} requirements as
prescribed by SBP.

2022 2021
(Rupees in ‘000)
Minimum Capital Requirement (MCR):

Paid-up capital (net of losses) 6,000,000 6,000,000
Capital Adequacy Ratio (CAR):
Eligible Common Equity Tier 1 (CET 1) Capital 4,775,875 6,122,373
Eligible Additional Tier 1 (ADT 1) Capital - .
Total Eligible Tier 1 Capital 4,775,875 6,122,373
Eligible Tier 2 Capital - .
Total Eligible Capital (Tier 1 + Tier 2) 4,775,875 6,122,373
Risk Weighted Assets (RWAs):
Credit Risk 10,647,074 8,872,115
Market Risk 1,609,085 1,654,795
Operational Risk 2,017,508 1,854,382
Total 14,273,667 12,375,967
2022 2021

Required Actual Required Actual
Common Equity Tier 1 Capital Adequacy ratio 6.00% 33.46% 6.00% 49.45%
Tier 1 Capital Adequacy Ratio 7.50% 33.46% : 7.50% 49.45%
Total Capital Adequacy Ratio 11.50% 33.46% 11.50% 49.45%

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

Leverage Ratio (LR): 2022 2021
(Rupees in '000)

Eligible Tier-1 Capital 4,775,875 6,122,373

Total Exposures 29,390,454 21,869,470

Leverage Ratio 16.25% 28.00%

Liquidity Coverage Ratio (LCR):

Total High Quality Liquid Assets 5,917,500 5,280,683

Total Net Cash Outflow 3,758,333 2,258,417

Liquidity Coverage Ratio 1.57 2.34

Net Stable Funding Ratio (NSFR):

Total Available Stable Funding 18,297,577 16,052,867

Total Required Stable Funding 14,610,898 11,831,174

Net Stable Funding Ratio 125% 136%

State Bank of Pakistan issued Green Banking Guidetines vide IH&SMEFD Gircular No. 08 of 2017 with a view to safeguarding against environmental risks
emerging from banks and DFIs' businesses and operations. In order to align the DF! with regulatory expectations, PICL has put in place a Green Banking
Framework focusing on following three areas:

1) Environmental Risk Management
For increasing financial stabifity through management and mitigation of environmental Risks of Lending portfolio, PICL has in place integration of
environmental risk considerations into the credit risk assessment by introducing an Environmental Risk Rating, which is part of the Credit Risk Assessment.

2) Business Facilitation
The DFI is pursuing a green portfolio through soliciting clients for Renewable Energy related Lending by offering the SBP's Renewable Energy Refinarice
Scheme.

3) Own Impact Reduction
In order to reduce its own impact on environment, the DFI has set targets to lower its energy consumption, paper and waste reduction, bring energy efficient
equipments, and plantation of greenery in surmoundings.
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43.
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The full disclosures on the CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS as per SBP
instructions issued from time to time have been placed on the website. The link to the full disclosure is available at
http:// www.pairinvestment.com.

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, peopie and systems or from
external events, and therefore includes legal risk.

The Company 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 Committee (BRMC).

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
meéasurement 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.

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.

Concentrations of credit risk exist if clients are engaged in similar activities, or are located in the same geographic
region or have comparable economic characteristics such that their ability to meet contractual obligations would be
similarly affected by changes in economic, political or other conditions. The Company sets limits on its credit exposure
to counterparty, to groups, and to industry, which are in line with SBP standards.



43.1.1

43.1.2

43.1.3

43.1.4

Stress testing on credit portfolio is being carried out on regular basis to assess the impact of defaults on Company's
earning and capital adequacy. Credit concentration, rating migration, default shocks and risk aggregation of farge
exposures are few of the main shocks used to gauge the strength of Credit risk standing of the Company.

Credit Risk — General Disclosures Basel Il/ lil specific

The Company is more focused on the intent of Basel I/ Il rather than just treating it as a regulatory requirement.
Therefore, in addition to the adoption of Standardized approach and reporting to SBP, the Company has already
adopted the practice of ongoing assessment as required under the advanced approaches of Basel Il .The Company
has adopted Pillar [| ICAAP requirements duly approved by the Board of Directors.

Credit Risk: Disclosure for portfolio subject to the Standardized Approach

For the calculation of Risk Weighted Assets under Standardized Approach, external credit ratings have been used for
all exposures, where available, against banks lending, corporate lending and debt instruments. The external ratings are
further mapped with SBP ratings scale to arrive at risk weights of each transaction.

Types of exposures and ECAl's used

Exposures JCR-VIS PACRA
Banks v v
Corporate v v
Credit exposures subject to standardised approach
Exposures
Rating Amount Deduction Net amount
Category Outstanding
----------------------- {Rupees in '000) «----rrumcammmmenanes
Corporate 1 792,884 - 792,884
2 6,585,251 - 6,585,251
3,4 392,094 - 392,094
56 - - -
Unrated 1 1,946,719 - 1,946,719
Unrated 2 1,906,336 - 1,906,336
Banks 42,720 - 42,720
Sovereigns 14,538,121 - 14,538,121
Retail Portfolio 11,736 - 11,736
Residential Mortgage Finance 114,383 - 114,353
Past Due Loans 314,697 - 314,697
Listed Equity investments 58,170 - 58,170
Unlisted Equity investments 108,346 - 108,346
Cash and Cash Equivalents 4,849 - 4,849
Others 881,232 - 881,232
27,697,508 - 27,697,508

Credit Risk: Disclosure with respect to Credit Risk Mitigation for Standardized approach - Basel Il specific

The credit policy of the Company covers credit risk mitigation process and requirements for all secured transactions.

Key elements include:

- Collateral type;

- Collateral quality and ranking;
- Collateral valuation process, and
- Margin requirements

Equitable Mortgage, Token Registered Mortgage, Hypothecation Charge Over Fixed Assets , Current Assets, Pledge of
Shares, Lending against Government Securities (for repo style transaction), GOP Guarantee and Pledge of stocks are
the main type of collaterals taken against the exposure.
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43.2.5.1

43.3

43.31

43.4

: £
{ ;\\ 3

2022 2021

o (Rupees in '000) =-re~wuun
Reconciliation of financial assets and liabilities
Assets as per Statement of financial position 32,741,055 25,013,862
Less: Fixed assets 472,102 227,812
Less: Intangible assets 5,202 5,000
Less: Deferred tax assets 458,493 461,472
Less:
Advances, deposits, advance rent and other prepayments 105,831 16,926
Non-refundable deposits 1,583 6,701
Non-banking asset acquired against claims - 80,471
Advance Taxation (payments less provisions) 334,442 162,809
441,856 266,907
Interest Rate Sensitive Assets 31,363,402 24,052,671
Liabilities as per Statement of financial position 22,967,996 15,358,720
Deferred tax liabilities - -
Less:
Provision for compensated absences - 4,655
Branch Adjustment accounts - -
Workers' Welfare Fund 104,900 92,187
Provisions against off balance sheet obligations - -
Unearned commission LG - -
, 104,900 96,842
Other liabilities - yield 22,863,096 15,261,878

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 aii critical functional areas for smoaoth functioning of operations.

Base! lll Basic Indicator Approach is used for calculating the Capital Adequacy for Operational Risk.
Operational risk disclosure - Basel I/l specific

Basic Indicator approach of Basel I/ 1l has been used to calculate Operational Risk charge of the Company.
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 iosses.
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43.4.3

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.

Liquidity risk policy has been designed that entails careful monitoring and control of the daily liquidity position, and
regular liquidity stress tests under a variety of scenarios. Scenarios encompass both normal and stressed market
conditions, including general market crises and the possibility that access to markets could be impacted by a stress
event affecting some part of the Company’s business,

The Company has developed Liquidity Risk Policy, which covers the techniques to gauge, monitor and report the
impact of potential liquidity risk indicators and its implications. Moreover, PAIR investment maintain strict
adherence to SBP prescribed Liquidity Measures ensuring smooth liquidity i.e.: CRR, SLR, LCR and NSFR.

Liquidity Coverage Ratio

SBP issued BPRD Circular No. 8 dated June 23, 2016 advising implementation of Basel Ill liquidity standards that
constitute two ratios, i.e., Liquidity Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR), and five
monitoring tools.

LCR is the measure of conversion capability of the Company's High Quality Liquid Assets (HQLAS) into cash to
meet immediate liquidity requirements over a 30 days horizon.

The Company calculates Liquidity Coverage Ratio (LCR) on monthly basis as per the guidelines given in the above
mentioned circular. The objective of LCR is to ensure the short-term resilience of the liquidity risk profile which
requires the Company to maintain sufficient High Quality Liquid Assets (HQLAs) to meet stressed cash outflows
over a prospective 30 calendar - days period. As of 31 December 2021, the PAIR's LCR stood at 825% .

Governance of Liquidity Risk Management

Liquidity risk is managed through the liquidity risk policy approved by the Board. The Company has “zero tolerance”
for liquidity risk and will continue to maintain a comfortable margin of excess liquidity in the form of cash and readily
marketable assets to meet its funding requirements at any time.

Management of liquidity risk is accomplished through a formal structure which includes:

- Board of Directors (BOD)

- Risk Management Committee

- Asset Liability Management Committee (ALCO)
- Treasury Division

- Risk Management Division & Middle Office

- Finance Division

- Information Technology Division

The Board of Directors approves the liquidity risk policy and ensures, through guarterly reviews by the Risk
Management Committee of the Board, that the Company's liquidity risk is being man~ged prudently. Risk
Management Committee of the Board provides overall guidance in managing the Company’s liquidity risk. Liquidity
position is monitored daily by the Treasury Division and the Middie Office and reviewed regularly by ALCO.

Funding Strategy

The Comapny’s prime source of liquidity is it's own Capital and funding from other Financial Institutions. The
Company also have sizable Deposits Base in the form of Certificate of investments. The Company is endeavouring
to diversify its funding sources and enhance its Long-Term funding options so as to minimize the Liquidity Risk



43.4.4

43.4.5

43.4.6

43.4.7

43.4.8

43.4.9

43.4.10

43.4.11

43.4.12

3

Liquidity Risk Mitigation Techniques

Various tools and techniques are used to measure and monitor the possible liquidity risk. These include monitoring
of different liquidity ratios like Liquid Assets to Total Assets, advances to deposits, liquid assets to Clean Borrowing
& COis, Net Advances to Total Asset Ratio etc, which are monitored on regular basis against limits. Further, the
DF! also prepares the maturity profile of assets and liabilities to monitor the liquidity gaps over different time bands.
The DFI also ensures that statutory cash and liquidity requirements are maintained at all times.

In addition, LCR, NSFR & Monitoring Tools of Basel lil framework further strengthen liquidity risk management of
the company.

Liquidity Stress Testing

As per SBP BSD Circular No. 1 of 2012, Liquidity stress testing is being conducted under stress scenario. Shock
include the withdrawals of Interbank and Wholesale deposits. The Company’s liquidity risk management addresses
the goal of protecting solvency and the ability to withstand stressful events in the market place. Stress testing for
liquidity as prescribed in the liquidity risk policy is carried out regularly to estimate the impact of decline in liquidity.

Contingency Funding Plan

Contingency Funding Plan (CFP}) is a part of liquidity risk policy of the Company which identifies the trigger events
that could cause a liquidity contingency and describes the actions to be taken to manage it. The contingency
funding plan highlights liquidity management actions that needs to be taken to deal with the contingency. CFP
highlights possible funding sources, in case of a liquidity contingency.

Main Components of LCR
Main components of LCR are High Quality Liquid Assets and Net Cash Outfiows. Outflows are mainly deposit

outflows net of cash inflows which consist of inflows from financing and money market placements up to 1 month.
The inputs for calculation of LCR are based on SBP BPRD circular no. 08 dated 23 June 2016.

Composition of HQLAs

High Quality Liquid Assets consist of Level 1 Assets which are included in the stock of liquid assets at 100%
weightage of their market value i.e., Cash & Treasury balances, Conventional Government Securities, GOP ljarah
Sukuks, Foreign Currency Sukuks & Bonds issued by sovereigns. While Level 2 Assets comprise all equity shares
(excluding shares of Financial Institutions) listed on PSX 100.

Concentration of Funding Sources

Almost half of the the Company's Balance sheet is funded by its own equity, while Borrowing from Financial
Institutions remain key source of funding. In order to diversify its funding sources, the Company has sizable
Deposits Base in the form of Certificate of Investment while Term Borrowings from the Central Bank and other
Financial Institutions are also tapped.

Currency Mismatch in the LCR

About 99% of the Company's assets and liabilities are in local currency. Currency mismatch in other currencies is
regularly monitored.

Centralisation of Liquidity Management

Overall liquidity management of PAIR is centralised in Treasury & investment Unit. While ALCO periodically
monitors the Liquidity Management of the Company.

Other Inflows & Outflows

Benefit of pledged deposits (deposits under lien) are not accounted for in calculation of LCR.
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