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A renewed focus on sustainable agriculture and industry

Saudi Pak Industrial and Agricultural Investment Company Limited has been instrumental in
enabling agricultural and industrial progress in the corporate and SME sectors since its inception in
1981. Currently, with a portfolio of more than PKR 43 billion in investment and advances, the
organization is stimulating a robust economy in Pakistan in partnership with various banks,
financial institutions, and entrepreneurial bodies.

We begin the next financial year, with a renewed focus on sustainable agriculture and industrial
investment. We are partnering with regulatory and industrial stakeholders to help frame policy
frameworks that help enable the economy to fulfill both the UN Sustainable Development Goals
and targets for Pakistan’s Agenda for Sustainable Development.

We strongly believe in working with the communities for sustainable solutions, keeping their best
interest at heart while encouraging the adoption of innovative technology. With an ever greater
focus on sustainability, Saudi Pak is bracing for a more progressive and sustainable economy.
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CORPORATE VISION

To excel and play a leading role in the financial sector in Pakistan.

MISSION STATEMENT

Saudi Pak Industrial and Agricultural Investment Company Limited aims at strengthening
economic cooperation between the brotherly people of Saudi Arabia and Pakistan.

To achieve this objective, we are committed to add value for our stakeholders through
capital formation and investment related activities in Pakistan and abroad.

CORE VALUES

« Professionalism in our conduct.
« Competitiveness in our business.
« Transparency in our operations.

« Ethics in our dealings.

Saudi Pak Industrial And Agricultural Investment Company Limited




CORPORATE
PROFILE

Saudi Pak Industrial and Agricultural Investment Company
Limited was incorporated in 1981 under a joint venture
agreement between the Kingdom of Saudi Arabia and the
Government of Islamic Republic of Pakistan. The initial authorized
capital of the Company was Rs.10,000 million. As of December 31,
2023, paid up capital of the Company is Rs. 6,765 million.
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Kingdom of Saudi Arabia Islamic Republic of Pakistan
(Through Ministry of Finance) (Through State Bank of Pakistan)

Saudi Pak has a diverse product range to cater to the growing
needs of its corporate customers in the private and public sectors.
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Strategic Pillars
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BUSINESSES FORMATION .

Provide Risk Encourage Capital c=¢='>

Appetite, support Formation for

growth & empower import substitution @

businesses and export projects
INCLUSIVE BILATERAL
GROWTH TRADE
Impact focused Leverage upon
responsible finance KSA & Pakistan
for all segments and synergies and grow
sectors of the bilateral trade &
economy investments




Core Business Lines

LENDING & GUARANTEE SERVICES INVESTMENT BANKING & DEBT ADVISORY
* Long Term Finance * Debt Syndications & Capital Markets
* Project Finance & Guarantees * Debt Securities Trustee*
* |slamic Finance* * ECA backed financing*
» Structured Trade & Supply Chain Finance « Capital Restructuring Advisory*
* Development & Social Impact Finance * Merger & Acquisition Advisory*
* Agriculture Finance * Private Equity Funds, VCs and Strategic
* Clean Energy Finance Investments
* FINTECH & STARTUPS * International Partnerships
TREASURY & CAPITAL MARKETS EQUITY ADVISORY
* Fixed Income Trading & Money Market * Market Maker*
* ALM/Balance Sheet Hedging * Underwriting & Book Building Services*
» Market Portfolio Management * Equity Investment Agents*
* Commercial Leverage * Consultant to the issue
* Certificate of Investments and Alternate « |nitial Public Offering Advisory*

Investment strategies
* Capital Market Bonds
* Equity Portfolio Management

*Envisaged under the 5 year strategy
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Saudi Pak is currently undergoing a
transformative phase, where our
focus is directed towards financing
development-driven and
impact-focused initiatives.
Agriculture, renewable energy, and
information technology stand as
our core areas of concentration. This
strategic alignment drives us
towards greater innovation,
efficiency, and impact across all
fronts. Together, we embrace
change to manifest our vision for a
brighter, sustainable future.

Rizwan Ahmed Sheikh
Chief Executive




Management
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Mr. Fateh Tariq Mr. Umer Farooq Mr. Soofi Saifullah Akber

Portfolio Management & Chief Risk Management Head Treasury & Capital Markets
Special Assessment Management

Mr. Adnan Adil Hussain Mr. Ali Imran Mr. Safdar Abbas Zaidi
Group Head Operations ClO/Head Information Technology Chief Financial Officer
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Ms. Tayaba Mazhar Mr. Shuja Ali Mr. Arif Majeed Butt
CS and Head Law Head of Investment Banking Chief Compliance Officer

& Strategic Initiatives
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Financial Highlights

(Rs. in million)

Profit and Loss

Net Mark-Up Income 603.20 763.28 992.24 1,430.58 499.29 334.05
Non Mark-Up Income 445.60 426.08 611.52 301.35 740.24 1,252.66
Total Income 1,048.80 1,189.36 1,603.76 1,731.93 1,239.53 1,586.71
Non Mark-Up Expenses 427.58 455.98 454.68 530.59 527.56 561.45
Provisions and write-offs (net) (77.23) 328.49 340.28 (139.72) 318.01 467.37
Profit before Tax 698.46 404.90 808.80 1,341.06 393.95 557.89
Profit after Tax 407.55 267.07 616.25 922.32 310.78 507.56

Profitability Ratios

Return on Equity 3.28% 2.08% 4.76% 6.74% 2.18% 3.60%
Return on Assets 1.97% 0.95% 1.44% 1.99% 0.63% 0.92%
Cost / Income Ratio 41% 38% 28% 31% 43% 35%

Balance Sheet

Total Assets 19,191 37,085 48,236 44,688 53,607 56,137
Advances - gross 10,082 10,109 9,345 9,109 11,475 11,472
Advances - net 7,865 7,869 6,811 6,868 9,119 8,262
Non-performing loans 3,110 4,069 3,895 2,387 2,778 2,568
Investments - net 4,159 23,904 35,557 31,131 36,321 35,336
Borrowings 5.771 22.759 32.320 26.457 36,775 37,199
Deposits 8 510 2,446 2,912 1,953 3,665
Shareholder's equity 12,649 13,003 12,912 14,459 14,044 14,179

Asset Quality & Other Ratios

NPL to gross advances 31% 40% 42% 26% 24% 22%
Specific provisioning coverage ratio 70% 55% 65% 94% 82% 90%
Capital adequacy ratio 47% 45% 38% 47% 43% 42%
Net stable funding ratio 118% 154% 184% 167% 169% 155%

Share Information
Earnings per share 0.618 0.405 0.934 1.363 0.459 0.750
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Chairman’s Message

On behalf of the Board of Directors, | present the 42nd
audited financial statements of Saudi Pak Industrial and
Agricultural Investment Company Limited, including
consolidated accounts and the accompanying Auditors’
Report and Directors’ Report for the year ended
December 31, 2023.

Saudi Pak’s commitment to responsible finance remains
unwavering. The company continued to spearhead
initiatives and transactions that contributed to
development focused and impact driven outcomes. Key
investment themes were financial inclusion, Fintech
sukuk, tourism & community development, sustainable
agriculture and equitable edtech. The year saw Saudi Pak
enter into its first international partnership with The
Islamic Corporation for Insurance of Investment & Export
Credit (ICIEC) for promotion of trade and cross border
investments.

During the year, the management focused on
consolidating  the balance sheet, recovering
non-performing loans, strengthening corporate credit,
diversifying product suite and establishing investment
banking and strategic initiatives department. Our
prudent risk management practices ensured the
resilience of our business model, safeguarding the
interests of our stakeholders.

Despite tough economic environment, the company
booked fresh loans without compromising on credit
quality and risk management. Substantial guarantee
business was generated that provided a healthy
fee-based income.

The company adopted IFRS-9 and managed to book all
the requisite provisions under ECL (first-time adoption)
while remaining profitable despite a challenging year in
terms of economic conditions.

The credit quality and financial stability of the company
were reconfirmed by the credit rating agency VIS, which
maintained our long-term entity rating at AA+ and short-
term rating at A-1+ with a stable outlook.

Moving forward, the company will remain focused to
capitalize on available opportunities with particular
focus on development focused initiatives while closely
monitoring the overall economic situation to mitigate
the potential risks. The Board of Directors fully
supportthe management's plan and strategy.

We acknowledge the support of our sponsors, the
Kingdom of Saudi Arabia and the Islamic Republic of
Pakistan, as well as the professional guidance of the State
Bank of Pakistan and the Securities Exchange
Commission of Pakistan. | am also thankful to the Board
Members, management, and staff for their contributions
to the company's performance.

Thank you for your continued support.

e

Sultan Abdulrauf
Chairman
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Al Masmak Palace (1895)
Riyadh, Saudi Arabia
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Directors’ Report

Economic Overview

During the year, the economy faced several
macroeconomic challenges including but not limited to
current & trade account imbalance, consequences of
monsoon floods in 2022 (in shape of devastating
infrastructure and crops), low levels of Foreign Currency
Reserves and rampant inflation due to which GDP
growth contracted to 0.17 %. In addition, the regional
conflicts severely disrupted the global demand-supply
balance which led to slowdown of the global economic
growth.

Average CPI inflation stood at 29.7% on a year-on-year
basis in December 2023 vs 24.5% last year. The State Bank
of Pakistan during Jul-Jun FY23 raised its policy rate by
8.25%, to a historic high of 22%.

The Rupee depreciated from PKR 226.43/USD at the start
of the year to maximum of PKR 308.10/USD on 5th
September 2023, however closed around 281.93/USD at
year end consequent to IMF staff level agreement on
15th Nov 2023. FX reserves with the SBP fell to USS 4.47
billion at Jun-23, however, agreement with IMF under
USS$ 3 Bn Stand by Arrangement facility supported in

]

closing the reserves position at US $ 8.22 billion as of
year-end. Stock market also showed great positivity and
PSX-100 closed at 62,450 as of year end 2023 from 40,420
as of last year end (gain of more than 50% YoY).

Exports increased by 2% to US $ 12.17 Billion in July —-Nov
FY-23/24 vs US $ 11.94 Billion in July — Nov FY-22/23 on a
cumulative basis. The foreign direct investment
increased to USS 863 Million during July to Dec 2023 in
comparison to USS$ 640 Million as of last half year end.
The Current Account deficit reduced to US$2.6 billion for
FY2023 as against a deficit of US$17.5 billion last year,
mainly due to contraction in imports. During July to Nov
FY 23/24, It further reduced to US $ 1.160 Billion. LSM
sector showed growth of 1.59% in Nov 2023 on
year-on-year basis vs November 2022.

Going forward, the Pakistan's economy is likely to face
challenges and uncertainty amid post-election
outcome, unforeseen climate events, adverse develop-
ment in global commodity prices, particularly in oil and
external economic challenges that may have an impact
on the economic indicators relevant to business.

Saudi Pak Industrial And Agricultural Investment Company Limited






Operational Overview
Corporate Finance

As the Government continued its monetary tightening
in 2023, result of which the policy rate reached its peak,
private sector lending was crowded out and credit off
take declined to historically low levels. Despite such a
testing macro-economic environment and challenges in
every sector ranging from import restrictions, surge in
energy tariffs, devaluation of the Rupee to cross PKR
300/USS, international conflicts, and internal political
uncertainty, Saudi Pak still saw opportunity to grow the
portfolio in key performing sectors of the country. We
remained engaged with resilient businesses that needed
support and funding. This was achieved through the
following:

«  Business coverage was strengthened by beefing up
the regional teams.

«  Priority sectors were identified and penetrated
through structured solutions.

- Focus was driven on product and segment
diversification.

«  Opportunities in unfunded guarantee offering were
explored and booked.

. Trade financing and supply chain financing
structures were explored.

Keeping in view the above and also our primary mandate
to play a key role in Developmental Finance, Saudi Pak
booked impact focused quality assets. Key highlights of
Saudi Pak exposure during the year are as follows:

« Saudi Pak was the largest investor in Region’s First
Syndicated Sukuk Transaction for one of the fastest
growing fintech company in the MENAP region. This
provided much-needed working capital financing to
scale up the business and growth.

Saudi Pak inked agreement with a renowned local
hospitality company to support tourism and
community development in northern areas (Gilgit,
Skardu, Bhurban and Naltar Valley) of Pakistan
through first of its kind blended finance facility in
consultation with The World Bank for setting 5-year
impact targets of the initiative.

Saudi Pak extended financial undertaking on behalf
of leading Microfinance players in the country to
State Bank of Pakistan under World Bank Supported
Financial Inclusion and Infrastructure Project (FIP).
As a result, through the guarantee, funds were
deployed to uplift women and support
micro-businesses (livestock, trade etc.) thereby
improving the livelihood of whole communities at
the bottom of the pyramid.

Saudi Pak took exposure in one of the leading
Agriculture players in the country by providing short
term financing to enable the company procure
paddy/rice for onward processing and export. This
aligns with Saudi Pak’s mandate to support the value
chain in the agriculture sector and enable the
players to compete globally and earn foreign
exchange for the country.

In addition to the above, exposure in Power & Gas
and Pharmaceutical sectors were taken as these are
vital sectors for Pakistan’s economy.

2023 marked an important year as Saudi Pak
recorded significant income through commissions
and fees, providing support to the top line of the
company.

Saudi Pak Industrial And Agricultural Investment Company Limited



Saudi Pak intends to make an impact through four key
elements of Empowering Business, Inclusive Growth,
Capital Formation and Bilateral Trade. The goal is to capital-
ize on our primary nature of a developmental organization
so that we not only just lend but also provide the impetus
for improving the livelihood and wellbeing o f our country
and its future.

Going forward, the year 2023 has laid the foundation for
driving ahead Saudi Pak’s 5 year strategy that will focus
on priority sectors such as Agriculture, Software Exports,
Green Energy, Climate Resilience initiatives, Pharmaceuti-
cals, Surgical Equipment, Sports Products and Food
Industry.

Investment Banking and
Strategic initiatives

The Investment Banking and Strategic Initiatives Division
(IBSI) was setup in 2023 to undertake Financial advisory
and strategic investment mandates in line with strategic
mission of Saudi Pak.

During the year, several engagements at government
level, corporates and financial institutions at local and
international level (Saudi Arabia) were initiated with a
view to build understanding with the counterparts and
evolve strategy to contribute towards establishing
business relationship. Some of the key partnership
arrangements and engagements during 2023 included:

1. MoU with The Islamic Corporation for Insurance of
Investment & Export Credit (ICIEC)

Saudi Pak and ICIEC signed an MoU for economic
corporation in Jeddah, to promote trade and cross
border investments between Pakistan and member
states.

Through the MoU, the two parties will work together,
and introduce products like Trade Credit Insurance
(protection against the risk of nonpayment of trade
receivables by their import and export clients) and

Investment & Finance Risk Coverage (protection
against Foreign Direct Investment risk for investors,
sponsors and lenders etc.)

Engagement with Embassies of Saudi Arabia and
Pakistan

Meetings were held with Ambassador of Saudi
Arabia (in Pakistan) and Ambassador of Pakistan (in
Saudi Arabia) to discuss areas of cooperation to
facilitate investors in Saudi Arabia for engagement
with Pakistani entrepreneurs and businessmen (and
vice-versa).

Engagements with Corporates/Financial
institutions in KSA

Saudi Pak engaged with large corporates and
state-owned entities in KSA to deliberate on cross
border investment and funding which may be
provided (in Pakistan or KSA) to support Pakistani
businesses in import substitution or export promotion
initiatives.

Agriculture focused initiatives

Saudi Pak held meetings at various forums to explore
opportunities in the entire value chain of the
agriculture sector. Saudi Pak aims to work with
Green Pakistan Initiative under Special Investment
and Facilitation Counsil (SIFC) with a view to
contribute towards Pakistan Food Security program
and arranging Roadshow in Saudi Arabia for
promotion of this sector.

Debt advisory and arrangement mandate

During the year, IBSI entered into advisory mandate
for the largest local intercity transportation
company to arrange funding for climate resilient,
fleet financing initiative. Saudi Pak will endeavor to
enter into Syndication mandates which are aligned
with development focused and impact-based
financing structure for its clients.

Annual Report 2023
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6. Ongoings engagements: The IBSI is:

a. indiscussions with relevant local and international
stakeholders to extend support towards exploring
and promoting country's mining sector, corporate
farming and solar panel manufacturing
(renewable/clean  energy) initiatives and
transactions.

b. aims to establish Business Facilitation Digital
Platform, a "one-stop" information facilitation and
investment advisory portal to investors in Pakistan
and KSA.

c. in process for entering into partnership with
country's leading export credit insurance provider,
for which negotiations are underway.

d. will continue to engage with SIFC and LIMS to
explore areas of cooperation and play affective
role in realizing country's growth aspirations.

Special Asset Management
Division (SAMD)

Economic and political conditions remained volatile
during 2023 resulting in uncertainty in predicting key
economic variables. However, SAMD concerted efforts
and focused approach resulted in contributions of one of
the highest cash recoveries and NPLs settlement
arrangements making it a standout year.

For next year, SAMD is expecting a record year in terms of
recovery / reversals given the current focus and
transactions executed during 2023.

Capital Market Operations

The PSX Benchmark Index, the KSE-100, returned 54.5%
for CY23 as compared with -9.4% for CY22. The year
remained a strong year for the Pakistan Stock Market as
the KSE-100 Index marked its highest return since 2009.
Market posted marginal return of 2.55% in THFY23 due to
hikes in interest rate, Pak Rupee depreciation and height-
ened Sovereign default risk in international bond
markets. But in second half of CY23 as IMF deal started
materializing market showed strong performance.
Sentiment was further lifted with stable currency,

unchanged policy rate and expectation of elections, thus
generating a return of 50.66% in 2HFY23.

Portfolio Management Division (PMD) adopted a cautious
approach in the wake of economic uncertainty in first half of
CY 2023 and earned reasonable income through dividends.
As the macroeconomic environment stabilized and
sentiment improved during second half of the year, PMD
realized income through capital gains at elevated market
levels. On gross basis, PMD contribution to P&L amounted to
Rs.1.07 billion for CY2023, which showcased the
department’s significant achievement. PMD Listed
Common Stock Total Return under the IFRS9 framework was
60.3% as compared with the KSE-100 Index return of 54.5%.

Treasury

During 2023, Treasury front office remained an active
participant in the money market and tapped the most
optimal liquidity avenues including the SBP Open Market
Operations (OMO) and the conventional market segment.

Keeping in view the monetary tightening and massive
depreciation of Pak Rupee against major international
currencies witnessed during 2023, Treasury remained
cautious amid expectation of higher interest rates.
Accordingly, Treasury did not add any high duration
instrument on the books and focused more on investing
in floating rate PIBs and T-Bills. During the year, 10-Y fixed
rate PIBs amounting to Rs.600 million were sold, in a bid
to deploy the funds in high yielding investments
available in the market.

Within Treasury, a dedicated “Financial Institutions and
Certificate of Investment — FI&COI” division was setup in
2023 to manage relationships with Financial Institutions
and Commercial Banks and lead COI marketing desk. COI
exposure  was gradually enhanced as an
alternative/low-cost funding source and aims to
continually build its portfolio further to efficiently
manage the borrowing costs.

Going forward, treasury aims to seek optimal revenue
enhancements and cost reductions by rationalizing
placement and fund mobilization keeping in view overall
macro-economic environment into consideration.

Saudi Pak Industrial And Agricultural Investment Company Limited



Information Technology

During 2023, several initiatives were taken by
Information Technology Division to further improve the
IT infrastructure by adopting evolving technologies
along with successful up- gradation ofbusiness solutions
for the company. Technology Governance Framework
has been upgraded with various policies and procedures
to streamline the IT operations, ensuring the smooth
functioning o f business operations using best practices.
Moreover, IT infrastructure has been further improved
using evolving technologies for strengthening the
security controls. In- House training sessions have also
been conducted on Enterprise Governance and
Technology Risk Management to ensure the
implementation of industry standards, governance and
best practices, reflecting regulatory landscape. Plan is
also underway in 2024 to revamp the legacy systems
and development ofnew products aligned with business
strategy.

Disaster Recovery Site has been setup with complete IT
infrastructure, data and critical systems to effectively
manage and ensure the continuation of critical business
operations, coping up with localized or global disasters.
Regular testing has also been conducted to ensure the
resilience of DR Site for implementing BCP with the
engagement oflndependent Third-Party consultant as
an observer to ensure the IT infrastructure and DR Site
capability for the continuity ofcritical business
operations.

Human Resources

In 2023, the Human Resource Division (HRD) took
proactive strides to position Saudi Pak as the employer

of choice, emphasizing inclusivity, collaboration, and
individual growth to cultivate a dynamic workplace. HRD
orchestrated a strategic two-day session, aligning
divisional heads to formulate initiatives and action plans
for FY 2023, laying the groundwork to achieve Saudi
Pak's mission and organizational goals.

The HR team executed a successful recruitment drive,
swiftly filling strategic and critical positions, contributing
significantly to our growth and profitability targets.
Focused on talent development, HRD implemented a
robust learning framework spanning organizational,
divisional, and personal development, enhancing our
workforce's knowledge and skills.

Structural optimizations, cost efficiency measures, policy
revisions, and diversity promotion initiatives underscore
our commitment to continuous improvement. The
substantial growth in social media engagement and
increased brand visibility reflect positively on Saudi Pak's
reputation as an employer of choice and responsible
corporate citizen. Active employee participation in social
media initiatives further amplifies our corporate
presence.

Throughout the year, Saudi Pak executed a series of
Employee Engagement Activities, creating a
collaborative, dynamic, and innovative work culture.
Highlights included a New Year Celebration
emphasizing business excellence, recognition of
performance achievements, and Women's Day events
promoting gender equality at the workplace. Patriotic
endeavors, such as Independence Day festivities and
creative office décor competitions, underscored our
commitment to instilling a sense of pride and creativity
among employees.
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Beyond internal initiatives, Saudi Pak actively
participated in Saudi Arabia’s National Day celebrations
organized by KSA's Embassy in Pakistan. HRD
championed corporate social responsibility through
awareness campaigns on social media platforms,
addressing environmental protection, health hazards,
and disaster preparedness, reinforcing our commitment
to the community.

Looking ahead, HR remains dedicated to sustaining
people engagement, enhancing operational efficiency,
and contributing to the company's profitability.

Risk Management Framework

Saudi Pak takes exposures through financing - funded &
non-funded, investing in fixed income securities &
shares, leading & participating in debt syndicates,
underwriting shares issue, and providing advisory
services; all these activities expose the company to
various forms of risks.

Risk may also originate from gaps in controls and lapses
in processes, systems, and data flow. The quantum and
form of risk vary according to the products and services

offered. Risk management process involves risk
identification, measurement, and mitigation.

The company has put in place a comprehensive risk
management framework, overseen by the Board of
Directors and its Risk Management Committee. It
includes policies, procedures, limits, reporting
mechanisms, and control functions, keeping the
company’s assets portfolio within the company's
approved risk appetite.

. Credit risk is managed at obligor and portfolio
levels. At the former level, it involves evaluating
obligor, facility & security, and environmental risks.
The management updated the proposal format,
process flow and decision-making tools. A
comprehensive Risk Rating model is under
development to bring better understanding of risk
and return (optimal price according to the
Probability of Default, Loss Given Default and
Exposure form & magnitude). Decision making
committee has been recomposed as Financing &
Investing Committee, to obtain input from various
angles including funds availability at optimal price
& tenor by Treasury Division.
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At the Portfolio level, the Risk Review Committee
reviews twice a month the portfolio updates on
disbursed, approved but not disbursed and
non-performing loans. Portfolio level weighted
average ORR, FRR, tenor and price are also
monitored. Sector limits and preferences, progress
on classified and Watchlist accounts are also
discussed monthly.

Market risk management involves daily
monitoring and reporting by the Treasury Middle
Office, using various techniques like
mark-to-market, PVBP, beta, Value-at-Risk (VaR), and
sensitivity analyses. The company manages interest
rate risk in the banking book through gap analysis
and simulation. The board approved a robust
Market Risk framework during the year, placing
various limits based on market price movement.
Asset Liability Committee reviews the market risk
twice a month due to dynamic market situation.

Liquidity risk management requires an optimal mix
of short and long-term funds under Liquidity Risk

Policy, Treasury Policy, and Contingency Funding
Plan. The focus is on periodic gap management,
diversification of sources, and compliance with
regulatory limits. A specialized unit has been
established in Treasury to explore various avenues of
funds generation at better price and varying tenor.

Operational risk management involves the line
management, Operational Risk Management Unit,
and Internal Audit Division. The company has
updated its Business Continuity Plan, Technology
Governance Framework, IT Security Policy, and
KYC/AML Policies. It applies regular usage of RCSA,
KRI, and risk incident reporting. Information security
risk assessments are also conducted regularly.

At the enterprise level, healthy Capital Adequacy
Ratio and Liquidity Coverage Ratio, are ensured,
even after applying regulatory stress tests. With the
early adoption of IFRS-9 on Jan 2023, the company
has applied a forward-looking risk management
approach, with a sizeable Expected Credit Loss kept
as a buffer against probabilistic losses.
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Internal Audit

The year 2023 was a year of focus on processes
revamping and development, where need be. The
change of Management at top level gave an opportunity
of fresh perspective in all areas of business; and Audit
accordingly took advantage of the same. Besides the
routine audit work, a lot of focus was put on improving
and developing processes to enhance existing controls.
Internal audit actively participated in reviewing old
policies and procedures, where required, as well as
making necessary recommendations for embedding of
stronger controls in the eCIB mechanism, necessary
tweaks in the IFRS 9 application, etc.

The audit strategy was also renewed for the next three years
with a heavy focus on automation of the audit processes.
The focus remained on continued value addition through
assurance and advisory services and quality improvement
through reviews and imparting of quality trainings to the
staff members, in line with the approved audit strategy.

Entity Rating

Future Outlook

As the financial industry undergoes transformational shifts,
Saudi Pak is dedicated to staying at the forefront of change,
ensuring that our strategies align with emerging trends and
the evolving needs of the industry. The resilience displayed
in the face of macro-economic uncertainties underscores
our adaptability and determination to safeguard the
interests of our stakeholders.

As we step into the new year, opportunities in agriculture
value chain, structured trade finance initiatives, inclusive
development finance and emerging segments like
fintech & IT will be explored. In recognition of growing
demand for Sharia-compliant financial services, Saudi
Pak also intends to commence provision of Islamic
Finance services through its platform for which a
detailed strategy will be laid out going forward.

With a strong foundation, a focus on sustainable banking
practices, and a dynamic approach to market dynamics,
we are confident in our ability to navigate the future with
agility and continue delivering value to our shareholders,
customers, and the communities we serve.

Saudi Pak’s long term and short-term entity rating has been assessed by VIS Credit Rating Company Limited. Long Term
entity rating has been reaffirmed at AA+ (Double A Plus) and Short-Term entity rating reaffirmed at A-1+ (A One Plus).

Outlook on assigned rating has been “Stable”.

Credit Rating
By VIS Credit Rating Company Limited.

Long Term

AA+

AA+

A-1+
Short Term

A-1+

High credit quality. Protection factors are strong. Risk is modest but
may vary slightly from time to time because of economic conditions.

Highest certainty of timely payment. Short Term liquidity, including
internal operating factors and/or access to alternative sources of
funds, is outstanding and safety is just below risk-free Government of

Pakistan’s Short Term obligations.

Outlook

Stable

Saudi Pak Industrial And Agricultural Investment Company Limited



Corporate and Financial
Reporting Framework

There are no significant doubts upon the
Company'’s ability to continue as a going concern.

g) There has been no material departure from the best
N I ] 3 practices of corporate governance.
e Directors are pleased to state that: . .
P h) Key operating and financial data for the last five

years, in summarized form, is included in this annual

a) The financial statements, prepared by the report.
management of the Company, present fairly its state T T IO o ments on aeesantror
of affairs, the result of its operations, cash flows and . . s ;
changes in equity taxes, duties, levies and charges which are
’ outstanding as of December 31, 2023, except as
b) Proper books of accounts of the Company have disclosed in the financial statements.
intai .
et mafn g ) o ) j)  The value of investment of Provident Fund as at
c) Appropriate accounting policies have consistently December 31, 2023 according to their unaudited
been applied in preparation of financial statements financial statement is approximately Rs.118.5
and accounting estimates are based on reasonable million (2022: Rs.99.5 million).
and prudent judgment.
d) International Accounting Standards, as applicable Auditors
in Pakistan, have been followed in preparation of The Auditors, M/s Grant Thornton Anjum Rehman
financial statements and any departure therefrom ’ L
has adeauately been disclosed Chartered Accountants, have completed their
i y \ - . ) assignment for the year ended December 31, 2023.
e) The system of internal control is sound in design The Board, on the proposal of the Audit Committee,

and has been effectively implemented and
monitored. An audit committee, composed of four
non-executive directors, has been formed for the
purpose. The Committee meets periodically and
independently throughout the year.

recommends the appointment of M/s Grant

Thornton Anjum Rehman, Chartered Accountants
as Auditors for the year 2024.

YAYRY YT
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Board of Directors Meetings

During the year, five meetings of the Board of Directors were held and attended by the directors as

follows:
Name of Directors Number of meetings Number of meeting
held during the tenor attended during
of Directorship the tenor of

Directorship

Mr. Sultan Abdulrauf

Mr. Zafar Hasan

Mr. Majid Misfer J. Alghamdi
Mr. Mohammad Tanvir Butt
Mr. Ghanem Alghanem

Mr. Qumar Sarwar Abbasi
Mr. Awais Manzur Sumra
Mr. Ali Tahir

N[(NfLifLlw|lnwlun
N[Nl w| o (w| U

During the 194th and 195th meeting of the board of directors, the Deputy Chairman and Director
nominated by the Government of Pakistan were replaced i.e., Mr. Awais Manzur Sumra replaced Mr. Zafar
Hasan and Mr. Ali Tahir replaced Mr. Muhammad Tanvir Butt.

During the year, two meetings of the Risk Management Committee of the Board were held and attended
by the directors as follows:

Name of Directors Number of meetings Number of meeting
held during the tenor attended during
of Directorship the tenor of Directorship

Mr. Zafar Hasan

Mr. Qumar Sarwar Abbasi
Mr. Majid Misfer J. Alghamdi
Mr. Ghanem Alghanem

Mr. Ali Tahir

= INN|N|—
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During the year, four meetings of the Audit Committee of the Board were held and attended by the

directors as follows:

Name of Directors

Number of meetings
held during the tenor
of Directorship

Number of meeting
attended during
the tenor of
Directorship

Mr. Ghanem Alghanem

Mr. Majid Misfer J. Alghamdi

Mr. Mohammad Tanvir Butt

Mr. Awais Manzur Sumra

Mr. Qumar Sarwar Abbasi

A= IN|D |
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During the year, three meeting of the Human Resource and Remuneration Committee of the Board
were held and attended by the directors as follows:

Name of Directors

Number of meetings
held during the tenor
of Directorship

Number of meeting
attended during
the tenor of
Directorship

Mr. Sultan Abdulrauf

Mr. Zafar Hasan

Mr. Awais Manzur Sumra

Mr. Mohammad Tanvir Butt

Mr. Ali Tahir

Mr. Ghanem Alghanem

W= |N[= [NW
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The categories and pattern of shareholding as required by the Companies Act, 2017, are included in this
Report. The Government of Pakistan and the Kingdom of Saudi Arabia hold the shares of the Company

in equal proportion.
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Green Banking Initiative

Saudi Pak continues to support Government of
Pakistan's environmental sustainability related initiatives
and steps taken by State Bank of Pakistan for promoting
green banking and environment friendly business
projects. The green banking policy of Saudi Pak and
environmental risk management manual documents are
in place and being implemented. Saudi Pak looks
forward to extending its complete financial support to
business entrepreneurs for their eco-friendly ventures.
Several other steps have been taken internally to
encourage environmentally sustainable growth.

Corporate Social Responsibility

Saudi Pak is deeply committed to making a positive
impact on the communities we serve through our
Corporate Social Responsibility (CSR) initiatives. Aligned
with our core values, we actively engage in various CSR
activities aimed at fostering social development and
well-being. We prioritize education, environmental
sustainability, and community empowerment as key
pillars of our CSR strategy. Through strategic
partnerships and direct interventions, we supported
different programs during 2023 including:

1.  Under Saudi Pak’s Equitable Edtech initiative,
financial support to Noon, a global on-line learning
platform (operating from four countries including
Saudi Arabia, Irag, Egypt and Pakistan) enabling
deserving and under-privileged students to interact
live/in real time with their mentors/teachers, to
prepare them to appear for local exams (grade 9 to
grade 12 students)

2. Grant support to Pakistan Institute of Development
Economics for holding 37th annual conference of
Pakistan Society of Development Economists in

SAUDI PAK

responsible finang
market

NeoN

Innovating Edu Tech platform
and provicing e-learming senvices
to 36 mn. students through
0000 teachers in 8 countries

4. Donation

Multan. The theme of the conference was “Breaking
the aid - debt chains” participated by local and
international scholars, economists, practitioners,
policy makers and students etc.

3. Donation to “Aziz Jehan Begum Trust for the Blind”

in Lahore. The trust has been operational for last 34
years where blind students are given education free
of cost.

in kind to Anjuman Faizul Islam,
Rawalpindi, an orphanage where children aged
between 5 to 10 years are provided
accommodation, food and education.

5. Ration bags to deserving individuals, containing
food items sufficient to sustain a family for a month.

Strategic Investments

Saudi Pak’s strategic investment include Saudi Pak
Real Estate Limited

I. Saudi Pak Real Estate Limited

Saudi Pak Real Estate Limited (SPR) continues to
show growth trajectory both in terms of performance
and creating resource base for future endeavours.
SPR’s profitability in recent years has increased
manifolds due to improved rental income, various
cost-cutting initiatives and steady capital gains. The
Company posted a record year with net profit after
tax of around Rs.68 Mn for 2023 as compared to Rs.43
Mn last year, a solid growth of 58%.

During the year SPR has invested in a prime location
office space in Karachi for rental yields and capital
gain. Going forward, the company aims to enhance
its profitability by building an investment portfolio of
different asset classes to generate consistent revenue
stream and capital gains.

Saudi Pak Investment Company

“Equitable Edtech”

Digital tools thoughtfully deployed to help close
the learning gap for students

‘SAUDI PAK' extends financial support to ‘NOON’,
for expanding their footprints in Pakistan
and empowering social e-learning community of
dynamic teachers and enthusiastic students

NOON'S IMPACT PARTNERS:
BEE @ & =% asousy B
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Il. SaudiPak Leasing Company Limited

Saudi Pak Leasing Company Limited (SPLC) is an
associated company of Saudi Pak by virtue of its
15,835,403 fully paid-up ordinary voting shares
(35.06% of total ordinary shares) and 33,320,850
unencumbered and fully paid-up preference shares
(63.08% of total preference shares).

Head Office Building

Saudi Pak owns a twenty story High Rise Building in
Islamabad known as Saudi Pak Tower. The building,
constructed in the year 1991, is known as a landmark of
Islamabad. A major portion of the building is rented out.
Several national and multinational companies including
financial institutions, telecommunication companies,
clinical service-oriented concerns etc. are housed in the
Tower. The average building occupancy level in the year
2023 was 99.12% translating a revenue of Rs.518 million
as compared to Rs.464.8 million in the year 2022. Several
initiatives were taken to strengthen the building services
and safety works. During 2024, the Head Office Building
Department will continue its efforts to materialize
further improvements for the betterment in overall
building services.

Financial Results - 2023

Amid difficult operating environment, economic
challenges and particularly high inflationary and interest
rate environment, Saudi Pak disbursed Rs.1.7 billion
corporate loans without compromising on credit quality

7 4l

and Rs.3.3 billion non funded business (Guarantees) was
also booked. Focus remained on reducing risk, book
cleansing and recoveries.

During the year, Saudi Pak's total assets increased by
4.7%. Net equity increased by 1% despite oflFRS-9 ECL
adjustments in opening retained earnings upon first
time adoption in year 2023.

Net interest margin decreased by 33% as fixed rate PIBs
in the treasury portfolio eroded gains earned through
arbitrage income on investment in T-Bills. Non markup
interest income increased by 69% compared to last year
despite realizing loss of Rs.166 million upon selling of
Rs.600 million 10-Y fixed rate PIBs. The increase of
non-markup interest income was attributed to fresh
commission income ofRs.42 million on guarantee
business, 5% increase in dividend income, realized gain
of Rs.375 million upon selling of quoted shares and
Rs.280 million revaluation gain (unrealized) on quoted
shares measured at FV-TPL. Administrative expenses
increased by 6% to the comparable period due to higher
inflation and fresh hiring made as per the strategy.
Company booked net ECL/provisions of Rs.467 million in
comparison to net Rs.318 million last year.

Overall, despite a challenging year with adverse
macro-economic factors, the Company managed to
close profit before tax at Rs.557.893 million, reflected
42% increase to the comparable period while profit after
tax was closed at Rs.507.563 million increased by 63% to
the last year.
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The summarized financial results and recommendation

for appropriations are as under:

2023 2022
(Rupees) (Rupees)
Un-appropriated/un-remitted profit brought forward 4,175,180,394 4,169,842,451
Initial Adjustments IFRS-9 (527,955,514) -
Gain / (loss) — Sale of FV-OCI Securities (193,129,091) -
Profit after tax for the year 507,562,609 310,784,220
Transfer -Surplus on revaluation of fixed assets 82,011,160 86,850,400
Other comprehensive income related to equity 678,168 _(139,833)
Profit available for appropriations _4,044,347,726 _4,567,337,238
Appropriations:
Transfer to reserve funds 101,512,522 62,156,844
Transfer to general reserve - =
Bonus Shares Issued - 165,000,000
Dividend paid - 165,000,000
Total appropriations __ 101,512,522 __392156,844
Un-appropriated/un-remitted profit __3_5;2_,8_3_5_,2_0_4 _:1_1_7_5_1_86_3_92

Acknowledgement

The Board wishes to place on record its appreciation of the hard work and dedication of the management, officers
and staff of the Company.

Islamabad March 08, 2024 For and on behalf of the

Board of Directors

e

Chairman
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Statement of Compliance with
Code of Corporate Governance

Saudi Pak owns a twenty story High Rise Building in
Islamabad known as Saudi Pak. The statement is being
presented in accordance with the listed Companies
(Code of Corporate Governance) Regulation, 2019 (the
Regulations) issued by the Securities and Exchange
Commission of Pakistan, which has been voluntarily
adopted by the Company.

The Company has applied the principles contained in
the Code in the following manner:

1.

The total number of directors is 6 as per the
following detail:

« Male 6

. Female 0

The Board comprises of six non-executive directors
as follows:

«  Mr. Sultan Abdulrauf

«  Mr. Awais Manzur Sumra

«  Mr. Ali Tahir

+  Mr. Majid Misfer J. Alghamdi
«  Mr. Qumar Sarwar Abbasi

+  Mr. Ghanem Alghanem

Exemption regarding appointment of independent
director has been obtained from the State Bank of
Pakistan.

Company has no female representation on the
Board as no nomination for a female director has
been received from the Governments of Pakistan
and KSA.

The directors have confirmed that none of them is
serving as a director on more than seven listed
companies, including this company;

During the year ended December 31, 2023, the
Government of Pakistan nominated two directors,
namely Mr. Awais Manzur Sumra replacing Mr. Zafar
Hasan and Mr. Ali Tahir replacing Mr. Muhammad
Tanvir Butt, on August 09, 2023, whose Fit and
Proper Test have been approved by the State Bank
of Pakistan.

The company has prepared a code of conduct and
has ensured that appropriate steps have been taken
to disseminate it throughout the company along
with its supporting policies and procedures;

The Board has developed a vision/mission
statement, overall corporate strategy and
significant policies of the company. The Board has
ensured that complete record of particulars of the
significant policies along with their date of approval
or updating is maintained by the company;

All the powers of the Board have been duly
exercised and decisions on relevant matters have
been taken by the Board as empowered by the
relevant provisions of the Act and these
Regulations;

The meetings of the Board were presided over by
the Chairman and, in his absence, by a director
elected by the Board for this purpose. The Board has
complied with the requirements of the Act and the
Regulations with respect to frequency, recording
and circulating minutes of meeting of the Board;

The Directors, General Manager/Chief Executive
and executives do not hold any interest in the
shares of the Company. State Bank of Pakistan from
its holding has transferred 01 share in the name of
Director Finance, SBP in a representative capacity.
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10. The Board has a formal policy and transparent procedures for remuneration of directors in
accordance with the Act and these Regulations;

11. The Board has carried out the Board performance evaluation under the Self Evaluation mechanism.
The evaluation assessed performance both as a Board as well as at the individual Director level, and
covered Board Composition, Strategic Planning, Board & CEO Effectiveness, Board Information, Board
Committees, Board Procedures, and the Control Environment.

12. The following Directors and Executives have obtained relevant training (Director Training Program):

Name of Directors

» Mr. Sultan Abdulrauf » Mr. Majid Misfer J. Alghamdi
Chairman Saudi Pak Director Saudi Pak

» Mr. Awais Manzur Sumra » Mr. Qumar Sarwar Abbasi

Deputy Chairman Saudi Pak Director Saudi Pak

» Mr. Ali Tahir » Mr. Ghanem Alghanem
Director Saudi Pak Director Saudi Pak

* Mr. Ali Tahir and Mr. Ghanem Alghanem obtained this training in January 2024.

Sr.no Name of Executives Designation
1 Ms. Tayaba Mazhar Company Secretary
2 Mr. Safdar Abbas Zaidi Chief Financial Officer

13. The Board has approved appointment of Chief Financial Officer, Company Secretary and Head of
Internal Audit, including their remuneration and terms and conditions of employment and complied
with relevant requirements of the Regulations;

14. Chief Financial Officer and Chief Executive Officer duly endorsed the financial statements before
approval of the Board;

15. The Board has formed the following Committees comprising of members given below:-

a) Composition of Audit Committee of the Board:

1 Mr. Ghanem Alghanem Chairman
2 Mr. Awais Manzur Sumra Member
3 Mr. Qumar Sarwar Abbasi Member
4 Mr. Majid Misfer J. Alghamdi Member
b) Composition of Risk Management Committee of the Board:
1 Mr. Sultan Abdulrauf Chairman
2 Mr. Awais Manzur Sumra Member
3 Mr. Ali Tahir Member
4 Mr. Ghanem Alghanem Member
c¢) Composition of Human Resource and Remuneration Committee:
1 Mr. Qumar Sarwar Abbasi Chairman
2 Mr. Majid Misfer J. Alghamdi Member
3 Mr. Ali Tahir Member
4 Mr. Ghanem Alghanem Member

Saudi Pak Industrial And Agricultural Investment Company Limited



16.

17.

18.

19.

20.

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

The frequency of meetings of the Committees is as follows:

Board Committees Frequency of Meeting
Audit Committee Quarterly

Risk Management Committee At least Twice in a year
Human Resource & Remuneration At least Once in a year

Committee

The Board has set up an effective internal audit function which is considered suitably qualified
and experienced for the purpose and is conversant with the policies and procedures of the
company;

The statutory auditors of the company have confirmed that they have been given a satisfactory
rating under the Quality Control Review program of the Institute of Chartered Accountants of
Pakistan and are registered with Audit Oversight Board of Pakistan, that they and all their partners
are in compliance with International Federation of Accountants (IFAC) guidelines on code of
ethics as adopted by the Institute of Chartered Accountants of Pakistan and that they and the
partners of the firm involved in the audit are not a close relative (spouse, parent, dependent and
non-dependent children) of the Chief Executive Officer, Chief Financial Officer, Head of Internal
Audit, Company Secretary or a Director of the company;

The statutory auditors or the persons associated with them have not been appointed to provide
other services except in accordance with the Act, these Regulations or any other regulatory
requirement and the auditors have confirmed that they have observed IFAC guidelines in this
regard;

21. We confirm that all requirements of regulations 3, 6, 7, 8, 27, 32, 33 and 36 of the Regulations have
been complied with.
For and on behalf of the
Board of Directors
Islamabad: Chairman
March 08, 2024
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Statement on Internal Controls

The Company’s management is responsible to
establish and maintain an adequate and
effective system of internal controls and
procedures. The internal controls system
comprises of various components including
Control Environment, Risk Assessment, Control
Activities, Information & Communication and
Monitoring. The management is also
responsible for evaluating the effectiveness of
the Company’s internal controls that encompass
material matters by identifying control
objectives and reviewing significant policies and
procedures.

The Company has adopted an internationally
accepted internal control COSO Framework in
accordance with ICFR guidelines from State
Bank of Pakistan (SBP). Keeping in view of the
risk exposure, the control activities are
evaluated across the Company through the
Internal Audit Division, working independently
of the line management. In addition,
Compliance Division monitors control activities
related to the regulatory and other procedural
compliance  requirements. The  Audit
Committee of the Board regularly reviews both
internal and external audit reports and
recommends to the Board for desired
corrective measures to be taken by the
Management, wherever required.

The Management of the Company ensures that
an effective and efficient internal control
system stays implemented and no
compromises are made in implementing the
desired control procedures and maintaining
suitable control environment in general.
However, control activities are continuous in
nature that include identification, evaluation
and management of significant risks faced by
the Company. The Management strives for
timely and satisfactory response to new

Islamabad, Pakistan
March 08, 2024

identifications or recommendations by the risk
controlling divisions. Nonetheless, all internal
control systems, no matter how well designed,
have inherent limitations that they may not
prevent or detect all misstatements. Also,
projections of any evaluation of effectiveness
to future periods are subject to the risk that
controls may become inadequate because of
changes in conditions or that degree of
compliance with policies and procedures may
deteriorate.

The Management took sufficiently necessary
steps to rectify all observations and
suggestions for improvement raised during the
year by the Internal Audit Division.
Furthermore, regular follow-up of the internal
audit reports was done by the Compliance
Division which ensured timely implementation
of queries raised and recommendations to
mitigate identified risks to safeguard the
interests of the Company. Based upon the
results achieved through ongoing testing of
financial reporting controls and internal audits
carried out during the year, the management
considers that the Company's existing internal
control system is adequate and has been
effectively implemented and monitored.

The Company has completed all stages of its
ICFR program as per the guidelines and has
been granted exemption from the requirement
of submission of the External Auditor’s issued
Long Form report to SBP. Annual assessment
report on the efficacy of ICFR for the year ended
December 31, 2023, was duly prepared and
submitted to the Audit Committee of the Board
in its 107th meeting for review.

Based on the above, the Board endorses the
management's evaluation of Internal Controls.

For and on behalf of the
Board of Directors

e

Chairman
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Grant Thornton Anjum
Rahman

302 B, 3rd Floor,
Evacuee Trust Complex,
Ago Khan Road, F-6/1,

INDEPENDENT AUDITOR’S REVIEW REPORT Islomabad, Pakistan.
T +92 51 2271906
To the members of F +92 51 2273874

Saudi Pak Industrial and Agricultural Investment Company Limited

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

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate Governance)
Regulations, 2019 (the Regulations) prepared by Board of Directors of Saudi Pak Industrial and Agricultural Investment
Company Limited (the Company) for the year ended December 31, 2023 in accordance with the requirements of regulation 36
of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company. Our responsibility is
to review whether the Statement of Compliance reflects the status of the Company’s compliance with the provision of the
Regulations and report if it does not and to highlight any non-compliance with the requirements of the Regulations. A review is
limited primarily to inquiries of the Company’s personnel and review of various documents prepared by the Company to comply
with the Regulations.

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

The Regulation require the Company to place before the Audit Committee, and upon recommendation of the Audit Committee,
place before the Board of Directors for their review and approval, its related party transactions. We are only required and have
ensured compliance of this requirement to the extent of the approval of the related party transactions by the Board of Directors
upon recommendation of the Audit Committee.

Based on our review, nothing has come to our attention which causes us to believe the Statement of Compliance does not
appropriately reflect the Company’s compliance, in all material respect, with the requirement contained in the Regulations as
applicable to the company for the year ended December 31, 2023.

Gront Shetetten @njor QU

Grant Thornton Anjum Rahman
Chartered Accountants

Islamabad

Date: March 08, 2024

UDIN: CR202310164k69UNSHTC

Chartered Accsumtonts grantthornton.pk
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O Grant Thornton

Grant Thornton Anjum
INDEPENDENT AUDITOR’S REPORT Rahman

302 B, 3rd Floor,
Evacuee Trust Complex,

To the membets of Aga Khan Road, F-5/1,
Saudi Pak Industrial and Agricultural Investment Company Limited Islamabad, Pakistan.
Report on the Audit of the Unconsolidated Financial Statements T +92 51 2271906

F +92 51 2273874
Opinion

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

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

Basis for Opinion

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

Emphasis of Matter

We draw attention to note 21.3.1 to the accompanying unconsolidated financial statements describing in
detail the status of tax contingencies. Our opinion is not modified in respect of this matter.

Key Audit Matter

Key audit matter is the matter that, in our professional judgment, was of most significance in our audit of
the unconsolidated financial statements of the current year. This matter was addressed in the context of our
audit of the unconsolidated financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on this matter. {_

Chaortered Accountants grantthornton.pk
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o GrantThornton

Following is the key audit matter:

How the matter was addressed in our audit

Key audit matter

i “Financial Instruments™:
(Refer to note 5.1 to the unconsolidated financial
statements)

The Company early adopted the IFRS 9 ‘Financial
Instruments’ effective from January 01, 2023, as
permitted by the State Bank of Pakistan (SBP) vide
its circular BPRD circular No. 07 dated April 13,
2023, which resulted changes in accounting
policies and adjustments to amounts previously
recognized in the unconsolidated financial
statements. As permitted by IFRS 09, the
requirements have been applied retrospectively
without restating the comparatives. As a result, the
difference between the previously reported
carrying amounts and new carrying amounts of
financial instruments as of December 31, 2022 and
January 01, 2023 amounting to Rs. 527,955,514 has
been recognized in opening retained carnings. The
new standard provides significant changes to
classification and measurement of financial assets.
The new standard also requires to recognize
Expected Credit Losses (ECL) which require
significant judgement and cstimates to be made by
the Company.

The key changes arising from the adoption of IFRS
9 are that the Company’s credit losses are now
based on expected credit losses rather than an
incurred loss model. Further, there are significant
changes in the accounting policies, transition
disclosure requitements and numerous cstimates
and judgements involved in the first time adoption
of IFRS 9 which are detailed in Note 5.1 to the
unconsolidated financial statements.

Since the adoption of IFRS 9 and recognition of
ECL as per model requiring significance time and
resource to audit and material to overall
unconsolidated  financial  statements, we
considered this area as key audit matter.

With respect to classification, measurement and
ECL provision against financial assets we
performed, among others, the following audit
procedures:

a. Read the Company’s IFRS 9 based
classification, measurement and
impairment  provisioning policy and
compated the same with the requirements
of IFRS 09;

b. Obtained an understanding and reviewed
the Company’s  business  model
assessment;

¢. Updated the IT understanding on
applications relevant to financial reporting
including ECL model;

d. Read and discussed with management, the
IFRS 9 Application Instructions Issued by
SBP through its BPRD Circular No. 03,
dated July 05, 2022;

e. Evaluated the reasonableness of opening
balance adjustments and review the
transitional disclosures in compliance with
the relevant standards;

f. Evaluated the reasonableness of
Company’s determination of significant
increase in credit risk (SICR) and the
resultant basis for classification of
exposures into various stages. For a
sample of exposures, we checked the
appropriateness of the Company’s staging;

g Checked the key data sources used in ECL
model and for a sample of obligors the
correctness of historical data input in ECL.
model has been tested;

h. Checked on sample basis the accuracy of
the Exposure at Default (EAD),
appropriateness of the Probability of
Default (PD) and calculations of the Loss
Given Default (LGD) used in the
Company’s ECL model. Also read the
internal risk rating reports to test the
correctness of internal credit risk ratings
used in the ECL model on sample basis;

¥
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i. For stage 3 items checked that the
impairment  provisions have been
recognized in the unconsolidated financial
statements at higher of determined under
IFRS 9 or applicable Prudential
regulations;

j.  Checked the completeness of financial
assets including off balance sheet items
included in ECL calculation;

k. Checked the arithmetical accuracy of the
ECL model; and

. Assessed the unconsolidated financial
statements disclosures arising on early
adoption of IFRS 09 for appropriateness.

Information Other than the Unconsolidated Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises of information to
be included in the annual report that shall also include the directors’ report but does not include the
unconsolidated financial statements and our auditor’s report thereon. The other information obtained at
the date of audit report is information included in directors’ report while the complete set of annual report
is expected to be made available to us after the date of this auditor’s report.

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

In connection with our audit of the unconsolidated financial statements, our responsibility is to read the
other information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the unconsolidated financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information obtained at the date of this auditor’s
report, we conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

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

Management is responsible for the preparation and fair presentation of the unconsolidated financial
statements in accordance with the accounting and reporting standards as applicable in Pakistan and the
requirements of Companies Act, 2017(XIX of 2017) and for such internal control as management
determines is necessary to enable the preparation of unconsolidated financial statements that are free from
material misstatement, whether due to fraud or error. QF
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In preparing the unconsolidated financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate the Company
or to cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Unconsolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the unconsolidated 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 unconsolidated 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:

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

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

e 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 unconsolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Qur conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause
the Company to cease to continue as a going concern.

¢ Evaluate the overall presentation, structure and content of the unconsolidated financial statements,
including the disclosures, and whether the unconsolidated 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.

v:
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Report on Other Legal and Regulatory Requitements
Based on our audit, we further report that in our opinion:

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

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Hassaan Riaz.

Qrant Thotntonnjum v+ O

Grant Thornton Anjum Rahman
Chartered Accountants

Place: Islamabad

Date: March 08, 2024

UDIN: AR2023101642GomII1qzO
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UNCONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2023

ASSETS

Cash and balances with treasury banks

Balances with other banks

Lendings to financial institutions

Investments
Advances

Non-current asset classified as held for sale

Property and equipment
Right-of-use asset
Intangible assets
Deferred tax assets
Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts
Lease liabilities
Subordinated debt
Deferred tax liabilities
Other liabilities

NET ASSETS

REPRESENTED BY
Share capital
Statutory reserve
General reserve

Surplus on revaluation of assets

Unappropriated/ Unremitted profit

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 43 and annexure | form an integral part of these financial statements.

i

GMI;C/P\ef Exkcutive

Saudi Pak Industrial And Agricultural Investment Company Limited

@i

ancial Officer

2023 2022
Note Rupees
6 134,586,641 116,437,350
7 90,301,307 127,875,540
8 3,249,994,713 -
9 35,336,523,039 36,321,015,128
10 8,262,220,142 9,119,290,062
11 - -
12.1 4,048,080,647 4,140,381,949
12.2 24,548,938 41,414,620
13 6,457,046 6,392,003
17 174,945,204 58,011,030
14 4,809,762,784 3,675,883,486
56,137,420,461 53,606,701,168
15 37,199,288,126 36,774,866,849
16 3,665,000,000 1,953,000,000
17 - -
18 1,094,257,042 835,273,389
41,958,545,168 39,563,140,238
14,178,875,293 14,043,560,930
19 6,765,000,000 6,765,000,000
1,532,998,733 1,431,486,211
358,662,940 358,662,940
20 1,579,378,416 1,313,231,385
3,942,835,204 4,175,180,394
14,178,875,293 14,043,560,930
21
M I
v /
birector Director Director




UNCONSOLIDATED PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED DECEMBER 31, 2023

2023 2022
Note Rupees

Mark-up / retum / interest eamed 23 9,896,437,639 5,161,935,651
Mark-up / retum / interest expensed 24 9,562,386,392 4,662,646,956

Net mark-up / interest income 334,051,247 499,288,695
NON MARK-UP / INTEREST INCOME
Fee and commission income 25 56,521,359 8,950,000
Dividend income 419,135,066 400,457,127
Foreign exchange income 7,320,848 6,551,295
Income / (loss) from derivatives = =
(Loss) / gain on securities 26 489,983,978 66,148,755
Otherincome 27 279,693,529 258,130,770
Total non-markup / interest income 1,252,654,780 740,237,947
Total income 1,586,706,027 1,239,526,642
NON MARK-UP / INTEREST EXPENSES
Operating expenses 28 561,444,817 527,530,958
Workers welfare fund - -
Other charges 29 30,000
Total non-markup / interest expenses 561,444,817 527,560,958
Profit before credit loss allowance / provisions 1,025,261,210 711,965,684
Credit loss allowance / Provisions and write offs - net 30 467,368,564 318,010,719
Profit before taxation 557,892,646 393,954,965
Taxation 31 50,330,037 83,170,745
Profit after taxation 507,562,609 310,784,220
Basic and diluted eamings pershare 32 0.750 0.459
The annexed notes 1to43 and annexure | form an integral part of these financial statements.

W / ’w '
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UNCONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2023

2023 2022

——————————————— Rupees------------—-
Profit after taxation for the year 507,562,609 310,784,220
Othercomprehensive income / (loss)
Items that may be reclassified to profit and loss
account in subsequent periods:
Movement in surplus / (deficit) on revaluation of debt instrument

130,025,854 (406,969,314)
through FVOCI/Investment - net of tax

130,025,854 (406,969,314)
Items that will not be reclassified to profit and loss
account in subsequent periods:

678,168 139,833

Remeasurement gain / (loss) on defined benefit obligations - net of tax ( )
Movement in surplus / (deficit) on revaluation of investmentin equity
. 255,520,526 -
investments - net of tax

256,198,694 (139,833)
Total comprehensive income/ (loss) 893,787,157.00 (96,324,927)

The annexed notes 1to43 and annexure | form an integral part of these financial statements.
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UNCONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2023

Cash flow from operating activities
Profit before taxation
Less: dividend income

Adjustments:
Depreciation
Depreciation on right-of-use assets
Amortisation
Credit loss allowance / Provision and write-offs
Loss / (gain) on sale of fixed assets
Gain on disposal of non banking assets
Interest expense on lease liability against ROU assets
Charge for defined benefit plan
Charge for compensated absences
Unrealized gain - FVPL / held for trading

(Increase) / decrease in operating assets
Lendings to financial institutions
Securities classified as FVPL /Held-for-trading
Advances
Others assets (excluding advance taxation)

(Decrease) / increase in operating liabilities
Borrowings from financial institutions
Deposits
Other liabilities (excluding current taxation)

Payments against off-balance sheet obligations

Payment to defined benefit plan and compensated absences
Income tax paid

Net cash flow (used in) / from operating activities

Cash flow from investing activities

Net investments in securities classified as FVOCI/ available-for-sale
Netinvestments in amortized cost / held-to-maturity securities
Dividends received

Investments in operating fixed assets

Proceeds from sale of fixed assets

Sale proceeds from disposal of non banking assets

Net cash flow from / (used in) investing activities

Cash flow from financing activities

Payments against lease liabilities

Dividend paid

Net cash flow used in financing activities

Effects of exchange rate changes on cash and cash equivalents
(Decrease) / increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

The annexed notes 1to43 and annexure | form an integral part of these financial statements.
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Note

13
30

28.1
28.1
9.1

33

2023 2022
Rupees
557,892,646 393,954,965
(419,135,066) (400,457,127)
138,757,580 (6,502,162)
171,330,260 167,020,859
16,865,682 14,675,277
3,926,760 4,422,525
467,368,564 318,010,719
(212,994) (22,701,534)
4,068,815 1,284,979
9,803,037 8,793,471
4,009,532 7,258,409
(280,134,143) -
397,025,513 498,764,705
535,783,093 492,262,543
(3,250,155,700) -
923,062,881 67,927,999
2,364,040 (2,365,402,738)
(1,062,235,246) (1,064,275,374)
(3,386,964,025) (3,361,750,113)
424,421,277 10,318,247,877
1,712,000,000 (958,587,775)
237,984,175 301,831,307
2,374,405,452 9,661,491,409
(14,713,713) (17,386,685)
(987,819,831) (670,806,920)
(1,479,309,024) 6,103,810,234
765,245,621 (6,690,909,105)
422,427,456 337,616,126
370,021,572 408,683,258
(86,112,294) (78,282,450)
6,410,571 25,751,951

1,477,992,926

(5,997,140,220)

(17,930,880) (16,283,520)

= (82,500,000)
(17,930,880) (98,783,520)
(19,246,978) 7,886,494
244,312,890 236,426,396
225,065,912 244,312,890

Director
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

2.1

3.2

STATUS AND NATURE OF BUSINESS

Saudi Pak Industrial and Agricultural Investment Company Limited (the Company) was incorporated in Pakistan as
a private limited company on December 23, 1981 and subsequently converted to public limited company on April
30, 2008. The Company is jointly sponsored by the Governments of Kingdom of Saudi Arabia (KSA) and the Govern-
ment of the Islamic Republic of Pakistan. The Company is a Development Financial Institution (DFI) and principally
engaged in investment in the industrial and agro-based industrial projects in Pakistan on commercial basis and
markets its products in Pakistan and abroad. The Company was initially setup for a period of fifty years and upon
mutual consent of the Government of Kingdom of Saudi Arabia (KSA) and Government of Pakistan the duration of
Company has been further extended for another period of fifty years.

The registered office of the Company is situated at Saudi Pak Tower, Jinnah Avenue, Islamabad. The Company is
also operating offices in Lahore and Karachi.

BASIS OF PRESENTATION

These unconsolidated financial statements have been presented in accordance with the requirements of format
prescribed by the State Bank of Pakistan's BPRD Circular No. 02 dated February 09, 2023.

These unconsolidated financial statements are separate financial statements of the Company in which the invest-
ment in subsidiary is stated at cost and have not been accounted for on the basis of reported results and net assets
of the investee which is done in consolidated financial statements.

Functional and presentation currency

Items included in the unconsolidated financial statements are measured using the currency of the primary
economic environment in which the Company operates. The unconsolidated financial statements are presented in
Pak. Rupee, which is the Company’s functional and presentation currency.

STATEMENT OF COMPLIANCE

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

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

Provisions of and directives issued under the Banking Companies Ordinance, 1962 and Companies Act, 2017; and
Directives issued by the State Bank of Pakistan (SBP) and the Securities and Exchange Commission of Pakistan
(SECP).

Whenever the requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017 or directives
issued by the SBP and SECP differ with the requirements of IFRS, requirements of the Banking Companies
Ordinance, 1962, the Companies Act, 2017 and the said directives shall prevail.

The SBP, vide its BSD Circular Letter no. 10 dated August 26, 2002 has deferred the applicability of International
Accounting Standard 40, Investment Property, for banking companies and DFls till further instructions. Further, the
SBP, vide its BSD Circular Letter no. 10 dated September 11, 2002 has deferred the applicability of International
Accounting Standard 39, Financial Instrument; recognition and measurement and IFRS 10, Consolidated Financial
Statement was made applicable from period beginning on or after January 01, 2015 vide S.R.0. 663(1)/2014 dated
July 10, 2014 by SECP. However, SECP has directed through S.R.O. 56(1)/2016 dated January 28, 2016, that the
requirement of consolidation under section 2018 of Companies Act, 2017 and IFRS 10 is not applicable in case of
investment by companies in mutual funds established under trust structure. Accordingly, the requirements of
these standards have not been considered in the preparation of these unconsolidated financial statements.
Further, the SECP, through S.R.O 411(1)/2008 dated April 28, 2008, has deferred the applicability of IFRS 7, Financial
Instruments: Disclosures, to banks and DFls.
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

3.3 Standards, interpretations of and amendments to the published accounting and reporting standards that are
effective in the current year:
There are certain amendments to existing accounting and reporting standards that have become applicable to the
Company for the accounting periods beginning on or after January 1, 2023. These are considered either not to be
relevant or not to have any significant impact on these unconsolidated financial statements except the IFRS 9
Financial Instruments: classification and measurement that have significant effect on these unconsolidated finan-
cial statements on its application as disclosed in note 5.1.

3.4 Standards, interpretations of and amendments to published accounting and reporting standards that are not yet
effective:
The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies Act,
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning on or
after 1 January 2024:
Classification of Liabilities as Current or Non-current and Non-current Liabilities with Covenants - Amendments to
IAS 1 The International Accounting Standards Board (IASB) issued amendments to IAS 1 to specify the
requirements for classifying liabilities as current or non-current. The amendments clarify:

- What is meant by right to defer settlement
- That a right to defer settlement must exist at the end of the reporting period
- That classification is unaffected by the likelihood that an entity will exercise its deferral right

- That only if an embedded derivative in a convertible liability is itself an equity instrument would the terms of a
liability not impact its classification

- Disclosures requirements

The amendments will be effective for annual reporting periods beginning on or after 1 January 2024. Early adop-
tion is permitted, but will need to be disclosed. The amendments must be applied retrospectively.

Lease Liability in a Sale and Leaseback — Amendments to IFRS 16

The amendment to IFRS 16 Leases specifies the requirements that a seller-lessee uses in measuring the lease liabili-
ty arising in a sale and leaseback transaction, to ensure the seller-lessee does not recognize any amount of the gain
or loss that relates to the right of use it retains.

After the commencement date in a sale and leaseback transaction, the seller-lessee applies paragraphs 29 to 35 of
IFRS 16 to the right-of-use asset arising from the leaseback and paragraphs 36 to 46 of IFRS 16 to the lease liability
arising from the leaseback. In applying paragraphs 36 to 46, the seller lessee determines ‘lease payments’ or
‘revised lease payments’in such a way that the seller-lessee would not recognize any amount of the gain or loss
that relates to the right of use retained by the seller-lessee. Applying these requirements does not prevent the
seller-lessee from recognizing, in profit or loss, any gain or loss relating to the partial or full termination of a lease,
as required by paragraph 46(a) of IFRS 16.

The amendment does not prescribe specific measurement requirements for lease liabilities arising from a lease-
back. The initial measurement of the lease liability arising from a leaseback may result in a seller-lessee determin-
ing ‘lease payments’ that are different from the general definition of lease payments in Appendix A of IFRS 16.The
seller-lessee will need to develop and apply an accounting policy in accordance with IAS 8 that results in informa-
tion that is relevant and reliable.

A seller-lessee applies the amendment to annual reporting periods beginning on or after 1 January 2024. Earlier
application is permitted and that fact must be disclosed.

Saudi Pak Industrial And Agricultural Investment Company Limited



NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

Disclosures: Supplier Finance Arrangements - Amendments to IAS 7 and IFRS 7

The amendments specify disclosure requirements to enhance the current requirements, which are intended to
assist users of financial statements in understanding the effects of supplier finance arrangements on an entity’s
liabilities, cash flows and exposure to liquidity risk.

The amendments will be effective for annual reporting periods beginning on or after 1 January 2024. Early
adoption is permitted, but will need to be disclosed.

Lack of exchangeability - Amendments to IAS 21

The amendment to IAS 21 specifies how an entity should assess whether a currency is exchangeable and how it
should determine a spot exchange rate when exchangeability is lacking.

A currency is considered to be exchangeable into another currency when an entity is able to obtain the other
currency within a time frame that allows for a normal administrative delay and through a market or exchange
mechanism in which an exchange transaction would create enforceable rights and obligations.

If a currency is not exchangeable into another currency, an entity is required to estimate the spot exchange rate at
the measurement date. An entity’s objective in estimating the spot exchange rate is to reflect the rate at which an
orderly exchange transaction would take place at the measurement date between market participants under
prevailing economic conditions. The amendments note that an entity can use an observable exchange rate
without adjustment or another estimation technique.

The amendments will be effective for annual reporting periods beginning on or after 1 January 2025. Early
adoption is permitted, but will need to be disclosed.

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture - Amendments to IFRS 10 and
IAS 28 The amendments address the conflict between IFRS 10 Consolidated Financial Statements and IAS 28
Investments in Associates and Joint Ventures in dealing with the loss of control of a subsidiary that is sold or
contributed to an associate or joint venture.

The amendments clarify that a full gain or loss is recognized when a transfer to an associate or joint venture
involves a business as defined in IFRS 3 Business combinations. Any gain or loss resulting from the sale or contribu-
tion of assets that does not constitute a business, however, is recognized only to the extent of unrelated investors’
interests in the associate or joint venture.

The effective date of the amendments until such time as it has finalized any amendments that result from its
research project on the equity method. The amendments must be applied prospectively. Early application is
permitted and must be disclosed.

The Company expects that the adoption of the above standards will have no material effect on the Company’s
financial statements, in the period of initial application

Further, the following new standards have been issued by the IASB, which are yet to be notified by the SECP for the
purpose of applicability in Pakistan:

- IFRS 1 - First time Adoption of IFRS

- IFRS 17 - Insurance Contracts
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4. BASIS OF MEASUREMENT
These unconsolidated financial statements have been prepared under the historical cost convention except for:

- certain items of operating fixed assets and non-banking assets acquired in satisfaction of claims which are
shown at revalued amounts;

— certain investments which are carried at fair value in accordance with directives of the SBP; and

- staff retirement benefit which is stated at present value of defined benefit obligation net of fair value of
plan assets.

Critical accounting judgments and estimation uncertainty

The preparation of unconsolidated financial statements in conformity with the approved accounting standards as
applicable in Pakistan requires the use of certain critical accounting estimates. It also requires the management to
exercise its judgment in the process of applying the Company's accounting policies. The Company uses estimates
and assumptions concerning the future. The resulting accounting estimate will, by definition, seldom equals the
related actual results. Estimates and judgments are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. The areas involving a higher degree of judgment or complexity, or areas where assumptions and
estimates are significant to these unconsolidated financial statements are as follows:

i) Classification of investments

ii) ECL against investments, advances and other assets

iii) Valuation and impairment of available for sale securities

iv) Valuation, useful life and depreciation of fixed assets and non-banking assets acquired in satisfaction of claims

v) Useful life of intangibles

vi) IFRS 16-lease term and effective interest rate of lease contracts for lease liabilities and right of use of assets
vii) Taxation

viii) Present value of staff retirement benefits

ix) Valuation and impairment of subsidiary and associates

5. MATERIAL ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these
unconsolidated financial statements, except for early adoption of IFRS-9 w.e.f January 01, 2023.

5.1 Adoption of IFRS 9 and new forms of the preparation of annual financial statements
The State Bank of Pakistan (SBP) vide BPRD Circular Letter No. 07 dated April 13, 2023 has deferred the
implementation of IFRS 9 “Financial Instruments” to accounting period beginning on or after January 01, 2024,

however earlier adoption of IFRS 9 is permitted and encouraged, therefore the management of the Company has
decided to adopt the IFRS 9 from accounting period on January 01, 2023.
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5.1.1

5.1.2

5.1.3

The adoption of IFRS 9 resulted changes in accounting policies and adjustments to amounts previously
recognized in the unconsolidated financial statements. As permitted by IFRS 09, the requirements have been
applied retrospectively without restating the comparatives. As a result, the difference between the previously
reported carrying amounts and new carrying amounts of financial instruments as of December 31, 2022 and
January 01, 2023 amounting to Rs. 527.956 million has been recognized in opening retained earnings. The
new standard provides significant changes to classification and measurement of financial assets. The new
standard also requires to recognize Expected Credit Losses (ECL) which require significant judgement and
estimates to be made by the Company.

There were significant changes in the accounting policies, which are detailed below:

Further, during the year, the SBP, vide its BPRD Circular No. 02 dated February 09, 2023, issued the revised
forms for the preparation of the annual financial statements of the Banks/DFls which is applicable for the year
beginning on or after January 01, 2023 which was subsequently deferred to January 01, 2024. Since the
Company has early adopted the IFRS 9, it has early adopted the new format of the unconsolidated financial
statements. The implementation of the revised forms has resulted in certain changes to the presentation and
disclosures of various elements of the unconsolidated financial statements.

IFRS 9 - Financial Instruments

IFRS 9 brings fundamental changes to the accounting for financial assets and to certain aspects of accounting
of financial liabilities. To determine appropriate classification and measurement category, IFRS 9 requires all
financial assets, except equity instruments to be assessed based on combination of the Company’s business
model for managing the assets and the instruments’ contractual cash flow characteristics. The adoption of
IFRS 9 has also fundamentally changed the impairment method of financial assets with a forward-looking
Expected Credit Losses (ECL) approach.

Classification

"Under IFRS 9, existing categories of financial assets: Held for trading (HFT), Available for sale (AFS) and Held
to maturity (HTM) have been replaced by:

- Financial assets at fair value through profit or loss account (FVPL)
- Financial assets at fair value through other comprehensive income (FVOCI)
- Financial assets at amortized cost"

Under IFRS 9, the accounting for financial liabilities remains largely the same as before adoption of IFRS 9 and
thus all financial liabilities are being carried at amortized cost. Financial liabilities can also be designated at
FVPL where gains or losses arising from entity's own credit rating risk relating to are required to be presented
in other comprehensive income with no reclassification to the profit or loss account. The Company did not
have any financial liability measured at FVPL.

The classification and subsequent measurement is dependent on the Company’s business model.

Business model assessment

The Company determines its business model at the level that best reflects how it manages groups of financial
assets to achieve its business objective

The Company's business model is not assessed on an instrument-by-instrument basis, but at a higher level of
aggregated portfolios and is based on observable factors such as:

Annual Report 2023




NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

- The objectives for the portfolio, in particular, whether the management's strategy focuses on earning contractual
revenue, maintaining a particular yield profile, matching the duration of the financial assets to the duration of the
liabilities that are funding those assets or realizing cash flows through the sale of the assets; -
How the performance of the business model and the financial assets held within that business model are evaluated
and reported to the company's key management personnel;

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

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

The business model assessment is based on reasonably expected scenarios. If cash flows after initial recognition are
realized in a way that is different from the Company's original expectations, the Company does not change the
classification of the remaining financial assets held in that business model, but incorporates such information when
assessing newly originated or newly purchased financial assets going forward.

"Eventually, the financial assets fall under either of the following three business models:

a. Hold to Collect (HTC) Business Model: Holding assets in order to collect contractual cash flows

b. Hold to Collect and Sell (HTC&S) Business Model: Collecting contractual cash flows and selling financial assets
c. Other Business Models: Resulting in classification of financial assets as FVPL"

5.1.4 Assessments whether contractual cash flows are solely payments of principal and profit (SPPI)

As a second step of its classification process the Company assesses the contractual terms of financial assets to
identify whether they meet the SPPI test. ‘Principal’ for the purpose of this test is defined as the fair value of
the financial asset at initial recognition and may change over the life of the financial asset (for example, if
there are repayments of principal or amortisation of the premium/discount). The most significant elements of
profit within a financing arrangement are typically the consideration for the time value of money and credit
risk. To make the SPPIl assessment, the Company applies judgement and considers relevant factors such as the
currency in which the financial asset is denominated, and the period for which the profit rate is set. In
contrast, contractual terms that introduce a more than de minimize exposure to risks or volatility in the
contractual cash flows that are unrelated to a basic financing arrangement do not give rise to contractual cash
flows that are solely payments of principal and profit on the amount outstanding. In such cases, the financial
asset is required to be measured at FVPL.

The Company has arrived at the below given classification and measurement mapping for its financial assets.
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Portfolio / Business Model Financial asset measurement

Financial assets portfolio

Business model

Asset is SPPI

Asset is not SPPI

Advances and Debt Investments
originated by CFD

Hold to Collect

At Amortized Cost

At Fair Value through
Profit and Loss

Bank Deposits / Cash

Hold to Collect

At Amortized Cost

At Fair Value through
Profit and Loss

Placements with Financial
Institutions

Hold to Collect

At Amortized Cost

At Fair Value through
Profit and Loss

Debt Investments originated by
Treasury Division with the intent
to resale

Other

At Fair Value through Profit and Loss (SPPI test not

applicable)

Debt Investments originated by
Treasury Division with the intent
to hold to collect and sell

Hold to Collect
and Sell

At Fair Value through
Other Comprehensive
Income

At Fair Value through
Profit and Loss

Debt Investments originated by
Treasury Division with the intent

Hold to Collect

At Amortized Cost

At Fair Value through
Profit and Loss

to hold to collect
Equity Investments

Other ee (Quoted: At Fair Value through Profit & Loss or
Fair Value through OCI (Irrevocable option)
e+ Unquoted: At Fair Value through Other
Comprehensive Income
ee Strategic investment: N/a
At Amortized Cost At Fair Value through

Profit and Loss

Staff Advances Hold to Collect

5.1.5 Reclassification

Reclassification of financial assets will only be made in exceptional cases along with the rationale for the
change in the business model (under which they were managed) that has led to the reclassification. Such
changes must be demonstrable to external parties. Financial liabilities are never reclassified.

5.1.6 Financial assets - debt instruments

Debt financial assets held by the Company (including; advances, lending to financial institutions,
investment in federal government securities and other private debt securities, cash and balances with

treasury Banks, balances with other Banks, and other financial assets) are measured at amortised cost if
they meet both of the following conditions and is not designated as at FVPL:

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

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

The Company'’s business model for these financial assets can still be HTC even when sales of these financial
assets occur. However, if more than an infrequent number of sales or sale(s) of significant value are/is
made, the Company assess whether and how the sales are consistent with the HTC objective. This
assessment includes the reason(s) for the sales, the expected frequency of sales, and whether the assets
that are sold are held for an extended period of time relative to their contractual maturities.
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The aforementioned financial assets are measured at FVOCI only if these meet both of the following condi-
tions and are not designated as at FVPL:

- the assets are held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets; and

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

The aforementioned financial assets if held for trading purposes are classified as measured at FVPL

In addition, on initial recognition, the Company may irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortized cost or at FVOCI as at FVPL if doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.

5.1.7 Financial assets - equity instruments

An equity instrument held by the Company for trading purposes is classified as measured at FVPL. On initial
recognition of an equity investment that is not held for trading, the Company may irrevocably elect to present
subsequent changes in fair value in OCI. This election is made on an investment-by-investment basis. The
Company has decided to classify its available for sale equity investment portfolio as of December 31,2022 as
FVOCI on irrevocable basis.

IFRS 9 has eliminated impairment assessment requirements for investments in equity instruments. However,
unlisted equity instruments are required to be measured at lower of cost or breakup value till December 31,
2023 under the SBP's instructions. Accordingly, the Company has reversed impairment of Rs. 473.921 million
on listed equity investment (FVOCI) held as at December 31, 2022 and the same has been transferred to
deficit on revaluation of investments through remeasurements.

5.1.8 Initial recognition and measurement

Financial assets and financial liabilities are recognized when the entity becomes party to the contractual
provisions of the instrument. Regular way purchases and sales of financial assets are recognized on trade
date, the date on which the Company purchase or sell the asset. Other financial assets and liabilities like
advances, lending to financial institutions, deposits etc. are recognized when funds are transferred to the
customers’ account or financial institutions. However, for cases, where funds are transferred on deferred
payment basis, recognition is done when underlying asset is purchased. The Company will recognize due to
customer and financial institution balances when these funds reach the Company.

5.1.8.1 Amortised cost

Financial assets and liabilities under amortized cost category are initially recognized at fair value adjusted for
directly attributable transaction cost. These are subsequently measured at amortised cost using the effective
interest method. An expected credit loss allowance (ECL) is recognized for financial assets in the profit or loss.
interest income / expense on these assets / liabilities are recognized in the profit or loss account. On
derecognition of these financial assets and liabilities, capital gain / loss will be recognized in the profit or loss
account.
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5.1.8.2

5.1.8.3

5.19

5.1.9.1

5.1.9.2

Fair value through other comprehensive income

Debt instruments held at FVOCI are subsequently carried at fair value, with all unrealized gains and losses
arising from changes in fair value recognized in other comprehensive income and accumulated in a separate
component of equity. Changes in expected credit losses are recognized in the profit or loss and are accumu-
lated in equity. On derecognition, the cumulative fair value gains or losses, net of the cumulative expected
credit loss reserve, are transferred to the profit or loss.

Equity investments designated at FVOCI are subsequently carried at fair value with all unrealized gains and
losses arising from changes in fair value are recognized in other comprehensive income and accumulated in
a separate component of equity. On derecognition, the cumulative reserve is transferred to retained earnings
and is not recycled to profit or loss.

Fair value through profit or loss

Financial assets under FVPL category are initially recognized at fair value. Transaction cost will be directly
recorded in the profit or loss. These assets are subsequently measured at fair value with changes recorded in
the profit or loss account. Interest / dividend income on these assets are recognized in the profit or loss
account. On derecognition of these financial assets, capital gain / loss will be recognized in the profit or loss
account. An expected credit loss allowance (ECL) is not recognized for these financial assets.

Derecognition

Financial assets

"The Company derecognizes a financial asset when:

- the contractual rights to the cash flows from the financial asset expire; or

- it transfers the rights to receive the contractual cash flows in a transaction in which either:
substantially all of the risks and rewards of ownership of the financial asset are transferred; or

- the Company neither transfers nor retains substantially all of the risks and rewards of ownership and it does
not retain control of the financial asset."

The Company enters into transactions whereby it transfers assets recognized in its unconsolidated statement
of financial position, but retains either all or substantially all of the risks and rewards of the transferred assets.
In these cases, the transferred assets are not derecognized.

Financial liabilities

The Company derecognizes a financial liability when its contractual obligations are discharged or cancelled,
or expired. The Company also derecognizes a financial liability when its terms are modified and the cash flows
of the modified liability are substantially different, in which case a new financial liability based on the
modified terms is recognized at fair value. On derecognition of a financial liability, the difference between the
carrying amount extinguished and the consideration paid (including any non-cash assets transferred or
liabilities assumed) is recognized in the profit or loss account.
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5.1.10 Modification

The Company sometimes renegotiates or otherwise modifies the contractual cash flows of financing to its
customers. When the contractual cash flows of a financial asset are renegotiated or otherwise modified and
the renegotiation or modification does not result in the derecognition of that financial asset in accordance
with IFRS 9, the Company recalculate the gross carrying amount of the financial asset and shall recognize a
modification gain or loss in the profit or loss account. The gross carrying amount of the financial asset shall be
recalculated as the present value of the renegotiated or modified contractual cash flows that are discounted
at the financial asset’s original effective profit rate (or credit-adjusted effective profit rate for purchased or
originated credit-impaired financial assets). Any costs or fees incurred adjust the carrying amount of the
modified financial asset and are amortized over the remaining term of the modified financial asset.

5.1.11 Offsetting of financial assets and financial liabilities

"Financial assets and financial liabilities are offset and the net amount is reported in the unconsolidated state-
ment of financial position if there is a currently enforceable legal right to offset the recognized amounts and
there is an intention to settle on a net basis, to realize the assets and settle the liabilities simultaneously.

Financial assets and financial liabilities are generally reported gross in the unconsolidated statement of finan-
cial position except when IFRS netting criteria are met."

5.1.12 Overview of the ECL principles

The Company assesses on a forward-looking basis the expected credit losses ('ECL) associated with all
advances and other debt financial assets not held at FVPL, together with letter of comfort, guarantees and
unutilized financing commitments hereinafter referred to as "Financial Instruments". The Company recogniz-
es a loss allowance for such losses at each reporting date. The measurement of ECL reflects:

- Anunbiased and probability-weighted amount that is determined by evaluating a range of possible
outcomes;

- The time value of money; and

- Reasonable and supportable information that is available without undue cost or effort at the report-
ing date about past events, current conditions and forecasts of future economic conditions.

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

The 12mECL is the portion of LTECLs that represent the ECLs that result from default events on a financial
instrument that are possible within the 12 months after the reporting date. Both LTECLs and 12mECLs are
calculated at individual customer level.

The Company has established a policy to perform an assessment, at the end of each reporting period, of
whether a financial instrument’s credit risk has increased significantly since initial recognition, by considering
the change in the risk of default occurring over the remaining life of the financial instrument. The Company
considers an exposure to have significantly increased in credit risk when there is considerable deterioration in
the internal rating grade for subject customer. The Company also applies a secondary qualitative method for
triggering a significant increase in credit risk for an asset, such as moving a customer / facility to the watch list,
or the account becoming forborne. Regardless of the change in credit grades, generally, the Company
considers that there has been a significant increase in credit risk when contractual payments are more than
60 days past due. The 12mECL is the portion of LTECLs that represent the ECLs that result from default events
on a financial instrument that are possible within the 12 months after the reporting date. Both LTECLs and
12mECLs are calculated at individual customer level.
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Based on the above process, the Company groups its financial instruments into Stage 1, Stage 2, Stage 3 and
purchased or originated credit impaired (POCI), as described below:

Stage 1

When financial instruments are first recognized, the Company recognizes an allowance based on 12mECLs.
Stage 1 financial instruments also include facilities where the credit risk has improved and they have been
reclassified from Stage 2. The 12mECL is calculated as the portion of LTECLs that represent the ECLs that result
from default events on a financial instrument that are possible within the 12 months after the reporting date.
The Company calculates the 12mECL allowance based on the expectation of a default occurring in the 12
months following the reporting date. These expected 12-month default probabilities are applied to a forecast
EAD and multiplied by the expected LGD and discounted by an approximation to the original EIR. This calcula-
tion is made for all the scenarios.

Stage 2

When a financial instrument has shown a significant increase in credit risk since origination, the Company
records an allowance for the LTECLs. Stage 2 also includes facilities, where the credit risk has improved and the
instrument has been reclassified from Stage 3. The mechanics are similar to those explained above, including
the use of multiple scenarios, but PDs are applied over the lifetime of the instrument. The expected cash
shortfalls are discounted by an approximation to the original EIR

Stage 3

For financial instruments considered credit-impaired, the Company recognizes the lifetime expected credit
losses for these instruments. The Company uses a PD of 100% and LGD as computed for each portfolio or as
prescribed by the SBP under the prudential regulations whichever is higher.

POCI

Purchased or originated credit impaired (POCI) assets are financial assets that are credit impaired on initial
recognition. POCI assets are recorded at fair value at original recognition and profit / rental is subsequently
recognized based on a credit-adjusted EIR. ECLs are only recognized or released to the extent that there is a
subsequent change in the expected credit losses.

Undrawn financing

When estimating LTECLs for undrawn financings commitments, the Company estimates the expected portion
of the financings commitment that will be drawn down over its expected life. The ECL is then based on the
present value of the expected shortfalls in cash flows if the financings are drawn down, based on a probabili-
ty-weighting of the three scenarios. For revolving facilities that include both a financings and an undrawn
commitment, ECLs are calculated and presented with respective facility’s ECL.

Guarantee and letters of comfort:

The Company estimates ECLs based on credit conversion factor (CCF) calculated using the historical data
relating to amount approved of a facility and actual utilized amount for Guarantee and letter of comfort
contracts. The calculation is made using a probability-weighting of the three scenarios. The ECLs related to
guarantee and letter of credit contracts are recognized within other liabilities

Effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through
the expected life of the financial asset or financial liabilities to the gross carrying amount of a financial asset
or to the amortized cost of a financial liability
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5.1.12.1 The calculation of ECLs

The Company calculates ECLs based on a three probability-weighted scenarios to measure the expected cash
shortfalls, discounted at an approximation to the EIR. A cash shortfall is the difference between the cash flows that
are due to a Company in accordance with the contract and the cash flows that the Company expects to receive.
The mechanics of the ECL calculations are outlined below and the key elements are, as follows:

PD
The Probability of Default (PD) is an estimate of the likelihood of default over a given time horizon. A default may
only happen at a certain time over the assessed period, if the facility has not been previously derecognized and is
still in the portfolio. The Company has adopted obligator risk rating (ORR) method for the determination of PD.
Under this method, historical data has been analyzed relating to ORR yearly migration for probability of default
matrix. Macroeconomic adjustments are then applied to default rates to incorporate current and future changesin
economic environment. Macroeconomic variables that may affect default rates are identified and their impact on
default rates is calculated using a multiple scenario-based modeling framework.

EAD

The Exposure at Default (EAD) is an estimate of the exposure at a future default date, taking into account expected
changes in the exposure after the reporting date, including repayments of principal and profit, whether scheduled
by contract or otherwise, expected drawdowns on committed facilities, and accrued interest from missed
payments. The maximum period for which the credit losses are determined is the contractual life of a financial
instrument unless the Company has the legal right to call it earlier. However, in case of revolving facilities, the
Company does not limit its exposure to credit losses to the contractual notice period, but, instead calculates ECL
over a period that reflects the Company'’s expectations of the customer behaviour, its likelihood of default and the
Company'’s future risk mitigation procedures, which could include reducing or cancelling the facilities.

LGD
The Loss Given Default (LGD) is an estimate of the loss arising in the case where a default occurs at a given time. It
is based on the difference between the contractual cash flows due and those that the lender would expect to
receive, including from the realization of any collateral. It is usually expressed as a percentage of the EAD.
The discount rate used to discount the ECLs is based on the effective profit rate that is expected to be charged over
the expected period of exposure to the facilities.
When estimating the ECLs, the Company considers three scenarios (a base case, an upside, a downside). Each of
these is associated with different PDs.

Definition of default

The Company defines a financial instrument as in default, which is fully aligned with the definition of credit
impaired, when it meets one or more of the following criteria:
The customer is more than 90 days past due on its contractual payments.
The Company considers a default to have occurred with regard to any particular credit instrument when either or
both of the following two events have taken place:
- The Company considers that the obligor is unlikely to pay its credit obligations to the Company in
full, without recourse by the Company to actions such as realizing security (if held).
- If principal or mark-up/interest, on any of the obligor’s material credit obligations, is overdue
by 90 days or more from the due date or as defined in Prudential Regulations from time to time.

Write-offs

The gross carrying amount of a credit instrument will be reduced when there is no reasonable expectation of
recovery, in accordance with the terms of its Write-Off policy. Write-off constitutes a derecognition event.

5.1.13 Transitioning adjustments
The comparative period have not been restated. Differences in the carrying amounts of financial assets and

financial liabilities resulting from the adoption of IFRS-9 have been recognized in opening retained earnings as of
January 01, 2023, as per detail given below:-
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5.1.13.1Transition due to adoption of IFRS 9

ASSETS
Cash and balances with treasury banks
Balances with other banks
Non-current asset classified as held for sale
Lendings to financial institutions
Investments
Advances
Property and equipment
Right of Use Assets
Intangible assets
Deferred tax assets
Other assets

LIABILITIES
Bills payable
Borrowings
Deposits and other accounts
Lease liabilities
Subordinated debt
Deferred tax kabilties
Other liabilties

NET ASSETS

REPRESENTED BY
Share capital
Statutory reserve
General reserve
Surplus on revaluation of assets - net
Unappropriated / unremitted profit

Dccc;nbcr 31, Expected credit loss o jl:{;:;:ﬁ:;?za:::ﬁ o8 January 01,
2022 allowances . 2023
to adopting IFRS 9
......... "Rupees" PRS-

116,437,350 - - 116,437,350
127,875,540 (581,837) - 127,293,703
36,321,015,128 (112,987,223) 719,100,564 36,927,128.469
9,119,290,062 (1,114,285,741) - 8,005,004,321
4,140,381,949 - - 4,140,381,949
41,414,620 - - 41,414,620
6,392,003 - - 6,392,003
58,011,030 405,633,585 (237,303,187) 226,341,428
3,675,883.486 - - 3,675,883.486
53,606,701,168 (822,221.216) 481,797,377 53,266,277,329
36,774,866,849 - - 36,774,866,849
1,953,000,000 - - 1,953,000,000
835,273,389 1,337 880 - 836,611,269
39,563,140,238 1,337,880 B 39,564,478,118
14,043,560,930 (823,559.096) 481,797,377 13,701,799,211
6,765,000,000 - - 6,765,000,000
1,431,486,211 - - 1,431,486,211
358,662,940 - - 358,662,940
1,313,231,385 - 186,193,795 1,499,425,180
4,175,180,394 (823,559,096) 295,603,582 3,647,224 880
14,043,560,930 (823,559,096) 481,797,377 13,701,799,211
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Surplus on revaluation of assets - net
As at December 31, 2022
IFRS 9 Impact

Unappropriated profit Rupees
Retained earnings as of December 31, 2022 4,175,180,394
IFRS - 9 Impact
Expected Credit loss (ECL) allowance (1,229,192,681)
Reclassification of provision forimpairment on AFS quoted securities 473,921,310
Reclassification of deficit on AFS quoted securities (175,426,724)
Deferred tax on ECL 405,633,585
Deferred tax on provision for Impairment adjustment (31,836,413)
Deferred tax on deficit on AFS quoted securities 28,945,409
Related deferred tax impact 402,742,581
Revised Retained Eamings as of January 01, 2023 3,647,224,880
Balances with Other banks Rupees
As at December 31, 2022 127,875,540
IFRS 9 Impact
Credit loss allowance (581,837)| (581,837)
As at January 01, 2023 127,293,703
Investment
As at December 31, 2022 36,321,015,128
IFRS 9 Impact
ECL allowance (112,987,223)
Reclassification of AFS debt securities to amortised cost 719,100,564 606,113,341
As at January 01, 2023 36,927,128,469
Advances
As at December 31, 2022 9,119,290,062
IFRS 9 Impact
ECL allowance (1,114,285,741) | (1,114,285,741)
As at January 01, 2023 8,005,004,321
Otherliabilities
As at December 31, 2022 835,273,389
IFRS 9 Impact
ECL allowance 1,337,880
As at January 01, 2023 836,611,269

1,313,231,385

Reclassification of AFS debt securities to amortised cost 719,100,564
Reclassification of deferred tax (237,303,186)

481,797,378
Reclassification of provision for impairment on AFS quoted securities (473,921,310)
Adjustment of deferred tax in relation to impairment adjustment 31,836,413

(442,084,897)

Reclassification of deficit on AFS quoted securities 175,426,724
Reclassification of deferred tax (28,945,410)

146,481,314
As at January 01, 2023 1,499,425,180
Deferred tax assets Rupees
As at December 31, 2022 58,011,030
IFRS 9 Impact
Reclassification of deferred tax in relation to adopting IFRS 9 (237,303,187)
Deferred tax on ECL allowance 405,633,585

168,330,398
As at January 01, 2023 226,341,428
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5.2

5.3

5.4

5.5

(a)

5.1.13.2 Reclassification of investments due to adoption of IFRS-9

Reclassification for Available for sale securities (AFS) Rupees

Balance as at December 31, 2022 - Audited 34,820,500,128
Equity securities reclassified to FVPL (1,487,154,488)
Debt securities reclassified to amortised cost (5,578,040,800)
Debt securities reclassified through FVOCI (26,507,452,921)
Equity securities reclassified through FVOCI (1,247,851,919)

AFS investment as at January 01, 2023 - Unaudited =

Cash and cash equivalents

Cash and cash equivalents comprise of cash and balances with treasury banks, balances with other banks and call
money lendings.

Non-current asset classified as held for sale

The Company classifies a non-current asset as held for sale if its carrying amount will be recovered principally
through a sale transaction rather than through continuing use. For this to be the case, the asset must be available
for sale in its present condition and its sale must be probable. For sale to be probable, the appropriate level of
management must be committed to a plan to sell the asset and an active programm to locate a buyer and
complete plan must have been initiated. Assets designated as held for sale are carried at lower of carrying amount
at designation and fair value less cost to sell, if fair value can reasonably be determined.

Sale and repurchase agreements

Securities sold under repurchase agreement (repo) are retained in the unconsolidated financial statements as
investments and a liability for consideration received is included in borrowings. Conversely, consideration for
securities purchased under resale agreement (reverse repo) are included in lendings to financial institutions. The
difference between sale and repurchase / purchase and resale price is recognised as mark-up / return expensed
and earned respectively on a time proportion basis as the case may be. Repo and reverse repo balances are reflect-
ed under borrowings from and lendings to financial institutions respectively.

Investments

Following classification and measurement policies for investments, except for that of subsidiary and associate,
remained implemented until December 31, 2022, have been changed on adoptation of IFRS 9 as detailed in note
5.1 above.

Held-For-Trading (HFT)

These represent securities acquired with the intention to trade by taking advantage of short-term market / interest
rate movements. These are marked to market and surplus / deficit arising on revaluation of ‘held for trading’

investments is taken to unconsolidated profit and loss account in accordance with the requirements prescribed by
the State Bank of Pakistan through various circulars.
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(b) Available-For-Sale (AFS)

These represent securities which do not fall under ‘held for trading’ or ‘held to maturity’ categories. Available for
sale securities for which ready quotations are available on Reuters Page (PKRV) or Stock Exchanges, are valued at
market value and the resulting surplus / deficit on revaluation, net of deferred tax, is taken through "Statement of
Comprehensive Income" and is shown in the shareholders’ equity in the unconsolidated statement of financial
position. Where the decline in prices of available for sale securities is significant and prolonged, it is considered
impaired and included in unconsolidated profit and loss account. Impairment loss on available for sale debt securi-
ties is determined in accordance with the requirements of prudential regulations issued by SBP.

"Unquoted equity securities are valued at the lower of cost and break-up value. Break-up value of equity securities is
calculated with reference to the net assets of the investee companies as per their latest available financial statements.

Investments in other unquoted securities are valued at cost less impairment losses, if any."

(c) Held-To-Maturity (HTM)
These represent securities acquired with the intention and ability to hold them up to maturity. These are carried at
amortized cost less impairment, if any, in accordance with the requirements prescribed by the State Bank of
Pakistan through various circulars.

(d) Investments in associate and subsidiary

Investment in associate and subsidiary is carried at cost less impairment, if any.

All purchases and sale of investments that require delivery within the time frame established by regulations or market
convention are recognized at the trade date, which is the date the Company commits to purchase or sell the investments.

5.6 Advances
Advances are stated net of provision. Provision for non-performing advances until December 31,2023 determined
in accordance with the requirements of the Prudential Regulations issued by SBP from time to time has now been

determined according to policy reflected in note 5.1.12.

The provision against non-performing advances are charged to the unconsolidated profit and loss account.
Advances are written off when there is no realistic prospect of recovery.

5.7 Finance lease receivables
Leases where the Company transfers substantially all the risks and rewards incidental to ownership of an asset to the
lessee are classified as finance leases. A receivable is recognized at an amount equal to the present value of the lease
payments including any guaranteed residual value. Finance lease receivables are included in advances to the customers.
5.8 Fixed assets and depreciation
(a) Property and equipment (owned and leased)
Fixed assets are stated at cost less accumulated depreciation and impairment loss, if any, except for freehold land

which is stated at cost and lease hold land, buildings and certain other items which are carried at revalued amount
less depreciation.
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(b)

Certain items of fixed assets are revalued by professionally qualified valuers with sufficient regularity to ensure
that the net carrying amount does not differ materially from their fair value. Surplus / (deficit) arising on
revaluation of fixed assets is credited / (debited) to the surplus on revaluation of assets account and is shown in the
shareholders’ equity in the unconsolidated statement of financial position.

In making estimates of the depreciation / amortization, the management uses useful life and residual value which
reflects the pattern in which economic benefits are expected to be consumed by the Company. The useful life and
the residual value are reviewed at each financial year end and any change in these estimates in future years might
effect the carrying amounts of the respective item of operating fixed assets with the corresponding effect on
depreciation / amortization charge.

Depreciation is provided on straight line method at rates specified in note 12.1.2 to the unconsolidated financial
statements so as to write off the cost of the assets over their estimated useful lives. Depreciation of an asset begins
when it is available for use. Depreciation of an asset ceases at the earlier of the date when the asset is classified as
held for sale and the date that the asset is derecognized. Therefore, depreciation does not cease when the asset
becomes idle or is retired from active use unless the asset is fully depreciated.

Maintenance and normal repairs are charged to unconsolidated profit and loss account as and when incurred.
Major renewals and improvements are capitalized. Gains and losses on disposal of operating fixed assets are taken
to the unconsolidated profit and loss account.

Capital work in progress

Capital work in progress is stated at cost less accumulated impairment losses, if any, and is transferred to the
respective item of fixed assets when available for intended use.

5.9 Intangibles

Intangible assets are stated at cost less accumulated amortisation and impairment losses, if any. Amortisation is
charged to unconsolidated profit and loss account. Amortisation is computed from the date of purchase to date of
disposal / write off using the straight line method in accordance with the rates specified in note 13 to these
unconsolidated financial statements to write off cost of the assets over their estimated useful life.

5.10 IFRS 16 - Leases

On initial recognition, right-of-use assets are measured at an amount equal to initial lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred. Right to use
assets are subsequently stated at cost less any accumulated depreciated/ accumulated impairment losses and are
adjusted for any remeasurement of lease liability. The remeasurement of lease liability will only occur in cases
where the terms of the lease are changed during the lease tenor. Right-of-use assets are depreciated over their
expected useful lives using the straight line method.

The lease liabilities are initially measured as the present value of remaining lease payments, discounted using the
incremental borrowing rate. The lease liability is subsequently measured at amortised cost using the effective
interest rate method. The lease liability is also remeasured to reflect any reassessment or change in lease terms.
Each lease payment is allocated between a reduction of the liability and finance cost. The finance cost is charged
to profit and loss account as markup expense over the lease period.
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5.11 Non banking assets acquired in satisfaction of claims

In accordance with the BPRD Circular No. 1 of 2016 dated January 1, 2016 issued by SBP, the non-banking assets
acquired in satisfaction of claims are carried at revalued amounts. Surplus arising on revaluation of such properties
is credited to the 'surplus on revaluation of non banking 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 to property is
charged to profit and loss account and are not capitalized. These assets are depreciated as per Company's policy.

5.12 Deposits

Deposits are recorded at the fair value of proceeds received. Markup accrued on deposits is recognized separately
as part of other liabilities and is charged to unconsolidated profit and loss account on a time proportion basis.

5.13 Taxation

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognized in the
unconsolidated profit and loss account, except to the extent that it relates to items recognized directly in other
comprehensive income or in equity, in which case it is recognised in other comprehensive income or in equity.

a) Current

Provision for current tax is the expected tax payable on the taxable income for the year using tax rates applicable at
the date of unconsolidated statement of financial position. The charge for the current tax also includes adjustments,
where considered necessary relating to prior years, arising from assessments made during the year for such years.

b) Deferred

Deferred tax is provided for by using the balance sheet liability method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amount used for
taxation purposes. The amount of deferred tax provided is based on the expected manner of realization or
settlement of the carrying amount of assets and liabilities using tax rates enacted or substantively enacted at the
date of unconsolidated statement of financial position, and applicable at the time of its reversal. A deferred tax
asset is recognised only to the extent that it is probable that the future taxable profit will be available and credits
can be utilized. Deferred tax assets are reduced to the extent it is no longer probable that the related tax benefit
will be realised.

The Company recognizes deferred tax asset/liability on (deficit)/surplus on revaluation of securities and

revaluation of operating fixed assets as an adjustment to deficit / surplus on revaluation of securities and
revaluation of operating fixed assets.
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5.14  Staff retirement benefits
(a) Defined benefit plan

The Company operates an approved gratuity fund for its permanent employees. Contributions to the
fund are made on the basis of actuarial recommendations. The actuarial valuation is carried out periodically using
"projected unit credit method"

(b) Defined contribution plan

The Company also operates a recognized provident fund for all of its permanent employees. Equal monthly
contributions at the rate of 10% of basic salary are made both by the Company and the employees, which are
transferred to the provident fund.

(c) Compensated absences

As per its service rules, the Company grants compensated absences to all of its permanent employees. The
provision for compensated absences is made on the basis of last drawn basic salary.

5.15 Revenuerecognition
- Interest Income

Interest income and expense are recognised in profit or loss using the effective interest method. The effective
interest rate is the rate that exactly discounts the estimated future cash payments and receipts through the
expected life of the financial asset or liability (or, where appropriate, a shorter period) to the carrying amount of
the financial asset or liability. When calculating the effective interest rate, the Company estimates future cash flows
considering all contractual terms of the financial instrument, but not future credit losses. For the financial assets
that have become credit-impaired (Stage 3) subsequent to initial recognition, interest income is calculated by
applying the effective interest rate to their amortised cost (i.e., net of the expected credit loss provision). If the
assetis no longer credit-impaired, then the calculation of interest income reverts to the gross basis. The calculation
of the effective interest rate includes all transaction costs and fees paid or received that are an integral part of the
effective interest rate. Transaction costs include incremental costs that are directly attributable to the acquisition
or issue of a financial asset or liability. Interest income and expense presented in the statement of profit or loss
include:

- Interest on financial assets and financial liabilities measured at amortised cost calculated on an
effective interest basis;

- Interest income on investment (debt) securities measured at FVOCl and measured at amortised
cost is calculated using effective interest rate method and is also included in interest income.
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- Fee and commission income

Fee and commission income and expense that are integral to the effective interest rate on a financial asset or
liability are included in the measurement of the effective interest rate.

Other fee and commission income are recognized over time as the related services are performed. When a loan
commitment is not expected to result in the draw-down of a loan, the related loan commitment fees are
recognised over time on a straight-line basis over the commitment period. In case of these services, the control is
considered to be transferred over time as the customer is benefited from these services over the tenure of the
service period. Other fee and commission expense relate mainly to transaction the services are received. When the
Company provides a service to its customers, consideration is invoiced and generally due immediately upon
satisfaction of a service provided at a point in time. The Company has generally concluded that it is the principal in
its revenue arrangements because it typically controls the services before transferring them to the customer.

- Income from investment securities
Recognition of income from investment securities under respective classification are given in note 5.1 above.

- The Company follows the finance method to recognize income from lease financing. Under this method, the
unearned lease income (excess of the sum of total lease rentals and estimated residual value over the cost of the
leased assets) is deferred and taken to income over the term of lease period so as to produce a constant periodic rate
of return on the outstanding net investment in lease. Gains/ losses on termination of lease contracts are recognized
as income/expense on realization. Unrealized lease income on classified lease is held in suspense account, where
necessary, in accordance with the requirements of SBP guidelines and recognized as income on receipt basis

- Dividend income is recognized when the Company's right to receive income is established.

- Rental income is recognized on systematic basis.

- Gains and losses on disposal of operating fixed assets are taken to the unconsolidated profit and loss account.

5.16  Foreign currency transactions and translation
Foreign currency transactions are translated into Pak. Rupee at the exchange rates prevailing on the date of
transaction. Monetary assets and liabilities in foreign currencies are translated to Pak. Rupee at the exchange rates

prevailing at the date of unconsolidated statement of financial position. Exchange gains and losses are included in
unconsolidated profit and loss account of the Company.
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5.17

5.18

5.19

5.20

5.21

5.22

Impairment

The carrying amount of the Company’s assets are reviewed at the date of unconsolidated statement of
financial position to determine whether there is any indication of impairment. If such indications exist, the
asset’s recoverable amount is estimated in order to determine the extent of the impairment loss, if any.
Impairment loss is recognised as expense in the unconsolidated profit and loss account. An impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortization, if no impairment loss had been recognised.

Provisions

Provisions are recognised when there are present, legal or constructive obligations as a result of past events
and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate of the amounts can be made. Provision for guarantee claims and other off
balance sheet obligations is recognized when intimated and reasonable certainty exists to settle the
obligations. Expected recoveries are recognized by debiting customer accounts. Charge to unconsolidated
profit and loss account is stated net off expected recoveries.

Share capital

Ordinary shares are classified as equity and recognized at their face value. Incremental costs directly attributable
to the issue of new shares or options are shown in equity as a deduction, net of tax, from the proceeds.

Dividend Distribution

Dividends and appropriations to reserves, except appropriations which are required by the law, made
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events after
the reporting period' in the year in which they are approved / transfers are made.

Earnings per share

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

Financial instruments
Financial assets and liabilities

Financial assets and financial liabilities are recognized at the time when the Company becomes a party to the
contractual provision of the instrument. Financial assets are de-recognized when the contractual right to
future cash flows from the asset expires or is transferred along with the risk and reward of the asset. Financial
liabilities are de-recognized when obligation specific in the contract is discharged, cancelled or expired. Any
gain or loss on de-recognition of the financial asset and liability is recognized in the profit and loss account of
the current period. The particular recognition and subsequent measurement methods adopted for significant
financial assets and financial liabilities are disclosed in the individual policy statements associated with them.
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Off-setting of financial instruments
Financial assets and financial liabilities are only set-off and net amount is reported in the unconsolidated
financial statements when there is legally enforceable right to set-off the recognized amount and the
Company either intends to settle on net basis or to settle the liabilities and realize the assets simultaneously.
5.23  Statutoryreserve
According to BPD Circular No. 15 dated May 31, 2004 issued by the 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.
5.24 Segment Reporting
A segment is a distinguishable component of the Company that is engaged either in providing differentiated
products or services (business segment) or in providing products or services within a particular economic
environment (geographical segment), subject to risks and rewards that are different from those of other segments.
Segment information is presented as per the Company's functional structure and the guidance of State Bank of
Pakistan. The Company’s primary format of reporting is based on business segments. The Company comprises of
the following main business segments:
(a) Business Segment
- Corporate finance
This includes investment activities such as underwriting, Initial Public Offers (IPOs) and corporate financing.
- Trading and Sales
Trading and sales includes the Company’s treasury and money market activities.

- Building Rental Services

This segment undertakes the rental services of Saudi Pak Tower and its allied activities.
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(b) Geographical Segment

The Company conducts all its operations in Pakistan.

Note 2023 2022
------------- Rupees ------------
6. CASH AND BALANCES WITH TREASURY BANKS
In hand
Local currency 242,707 285,888
With State Bank of Pakistan in 6.1 134,343,934 116,151,462
Local currency current accounts 134,586,641 116,437,350

6.1 These represent current accounts maintained with the SBP to comply with the statutory cash reserve
requirements.

2023 2022
------------- Rupees ------------
7. BALANCES WITH OTHER BANKS
In Pakistan
In current accounts 6,356,200 84,376,565
In deposit accounts 84,123,071 43,498,975
Less: Credit loss allowance held against balance with other banks (177,964) -
Balances with other banks - net of credit loss allowance 90,301,307 127,875,540

7.1 Depositaccountsinclude Rs. 46,924,361 (2022: Rs 13,623,257) held in local currency accounts. These accounts carry
markup at the rates ranging from 7.00% to 20.50% (2022: 3.75% to 13.50%) per annum.

7.2 Deposit accounts include USD 132,013.73 (2022: USD 132,006.24) held in foreign currency accounts. These
accounts carry markup at the rate of 0.25% (2022: 0.25%) per annum.

2023 2022
Note Rupees —-——---—-
8. LENDINGS TO FINANCIAL INSTITUTIONS
Repurchase agreement lendings (Reverse Repo) 8.1 3,030,155,700 =
Letter based placement 220,000,000 -
3,250,155,700 -
Less: Credit loss allowance held against lending to financial institutions (160,987) -
Lending to Financial Institutions - net of credit loss allowance 3,249,994,713 -
8.1 Particulars of lending
In local currency 3,249,994,713 -
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

9.1.1

The Company has investment in unsecured subordinated TFCs having outstanding principal of Rs.299.760
million, issued by Silk Bank Limited (the Issuer). Markup of Rs.118.721 million accrued as of December 31,2023
has been suspended (December 31, 2022 : NIL) along with provision of Rs.58.768 million (December 31, 2022:
NIL) in these financial statements under expected credit loss (ECL) model as per IFRS 9. The overdue principal
of Rs. 0.060 million (2022: Rs.0.060 million) and the accrued markup have not been paid due to “lock in event”
that restricts the issuer to make payment without the approval of the State Bank of Pakistan (SBP) to avoid
Issuer’s non-compliance with capital adequacy ratio. The issuer’s operations are continuing without any
restriction and it is expected that the above restriction shall be lifted soon by SBP as corrective measures are
in progress. Silk Bank also obtained extension to hold its AGM till March 05, 2024, keeping in view the
finalization of due diligence exercise conducted by United Bank Limited and MCB Bank Limited. The debt
obligation under TFCs is also duly recognized by the Issuer.

This represents investment in 50 million shares of Saudi Pak Real Estate Company Limited (SPREL)
representing 100% of paid up capital of SPREL which is incorporated in Pakistan. On the basis of latest
available un-audited financial statements of SPREL as at December 31, 2023, total assets and liabilities of
SPREL are Rs. 864.236 million (2022: Rs. 811.016 million) and Rs. 33.961 million (2022: Rs. 21.981 million) while
total revenue, profit after taxation and total comprehensive income for the year ended December 31,2023 are
Rs. 42.949 million (2022: Rs. 33.286 million), Rs. 66.545 million (2022: Rs. 42.903 million) and Rs. 66.210 million
(2022: Rs. 42.907 million) respectively.

"The Company has Investment of 35.06% (2022: 35.06%) shareholding in ordinary shares of Saudi Pak Leasing
Company Limited (SPLC) was classified under non-current assets held for sale under IFRS-5 as of yearend
December 31, 2022. During the year, SECP vide its letter dated May 12, 2023, cancelled the SPLC’s leasing
license and further informed that SPLC is no longer classified as an NBFC and as such Saudi Pak’s application
for transfer of its shares under Rule 5(6)( e) of NBFC Rules 2003, could not be processed. Saudi Pak obtained a
legal opinion as per which this SECP notice does not forbid Saudi Pak to continue its efforts for divestment. As
Saudi Pak common stock of SPLC are frozen due to its previous status as an NBFC, therefore any release and
subsequent sale of these shares requires a change in the Memorandum and Article of Association of the SPLC
to be in line with the new status of being a non-NBFC company. The investment is again classified at cost less
impairment as it does not currently fulfills the criteria of IFRS-5, i.e. non-current assets held for sale.

On the basis of latest available audited financial statements of SPLC as at June 30, 2023, total assets and
liabilities of SPLC are Rs. 811.584 million (2022: Rs. 783.362 million) and Rs. 1,380.019 million (2022: Rs.
1,394.910 million) while total revenue, profit after taxation and total comprehensive income for the year
ended June 30, 2023 are Rs. 32.438 million (2022: Rs. 20.853 million), Rs. 14.581 million (2022: loss of Rs. 68.606
million) and Rs. 27.440 million (2022: loss of Rs. 64.621 million) respectively.

Saudi Pak Industrial And Agricultural Investment Company Limited
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

9.2.1

9.3

9.3.1

932

933

Investments given as collateral

Pakistan Investment Bonds (PIBs)

Particulars of credit loss allowance

Investments - exposure

Opening balance
Impact of reclassification due to adoption of IFRS-9

New investments

Investments derecognised or repaid
Transferto stage 1

Transfer tostage 2

Transfer tostage 3

Amounts written off / charged Off
Closing balance

Investments - Credit loss allowance

Opening balance

Impact of reclassification due to adoption of IFRS-9
Impact of remeasurement due to adoption of IFRS-9

New investments

Investments derecognised or repaid
Transfertostage 1

Transfer tostage 2

Transfer tostage 3

Amounts written off / charged off
Changes in risk parameters (PDs/LGDs/EADs)

Charge /reversals
Charge for the year
Reversals for the year

Reversal on disposals

Transfers - net (Note. 11)

Closing balance

Particulars of credit loss e/p

Category of classification

Domestic

Performing

Underperforming

Non-Performing
Substandard
Doubtful

Loss

Overseas
Total

Stage 1
Stage 2
Stage 3

2023 2022
Rupees
29,914,192,062 27,399,908,300
29,914,192,062 27,399,908,300
203 2022
Stage 1 Stage 2 Stage 3 Loss
Rupees
1,427,005,000 429,145,421 643,202,501 -
300,000,000 o o =
(544,990,000) = (21,688,154) =
(244,990,000) = (21,688,154) =
1,182,015,000 429,145421 621,514,347 -
203 2022
Stage 1 Stage 2 Stage 3 Loss
Rupees
= = 1,824,797,121 1,620,682,243
- - (941,511,580) =
13,517,406 99,469,816 = =
6,047,569 = -

(10,139,420) - (21,688,154) -
(4,091,851) - (21,688,154) -
(1,528,204) (29,561,615) s o

= = = 264,524,009
S o > (16,471,728)
= = = (43,937,403)
° o = 204,114,878
7,897,351 69,908,201 861,597,387 1,824,797,121
= = 576,676,075 =
7,897,351 69,908,201 1,438,273,462 1,824,797,121
debt securities
2023 2022
Outstandi Credit L
ST I NPI Provision
amount Allowance
Rupees Rupees
1,182,015,000 7,897,351 = =
429,145,421 69,908,201 - -
621,514,347 587,764,347 643,202,501 609,452,501
621,514,347 587,764,347 643,202,501 609,452,501
2,232,674,768 665,569,899 643,202,501 609,452,501

Saudi Pak Industrial And Agricultural Investment Company Limited




NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

9.4 Quality of FVOCI/ Available for Sale Securities
Details regarding quality of securities held under "Held to Collect and Sell" model / Available for Sale (AFS) securities

are as follows
2023 2022
-------- Cost in Rupees ----------
Federal Government Securities - Government guaranteed
Pakistan Investment Bonds 26,112,632,149  32,994,355,755
26.112,632.149 32,994 355,755
Shares:
Listed Companies
Cement 52,702,188 109,775,900
Chemical 417,127,705 417,127,705
Close-end Mutual Fund 37,745,634 37,745,634
Commercial Banks - 860,941,393
Fertilizer - -
Insurance - 145,952,935
Oil & Gas Marketing Companies - 255,976,980
Oil & Gas Exploration Companies - 517,973,984
Power Generation and Distribution 153,851,773 885,925,664
Technology and Communication - 33,971,065
661.427.300 _ 3,265,391,260
2023 2022
Cost Breakup Value Cost Breakup Value
Unlisted Companies Rupees Rupees
Al Hamra Avenue Private Limited 50,000,000 - 50,000,000 -
Al Hamra Hills Private Limited 50,000,000 - 50,000,000 -
Ali Paper Board Industries Limited 5,710,000 - 5,710,000 -
Bela Chemical Industries Limited 6,500,000 - 6,500,000 -
Fruit Sap Limited 4,000,000 - 4,000,000 -
Innovative Investment Bank Limited 37,623,048 - 37,623,048 -
ISE Towers - REIT Management Company Limited - - - -
Pace Barka Properties Limited 168,750,000 178,188,218 168,750,000 193,302,602
Pak Kuwait Takaful Company 40,000,000 589,091 40,000,000 283,222
Pakistan Textile City Limited 50,000,000 5,047,010 50,000,000 5,047,010
Pakistan GasPort Consortium Limited 330,000,000 450,283,106 330,000,000 621,580,218
Saudi Pak Kalabagh Livestock Company Limited 10,000,000 B 10,000,000 -
Taurus Securities Limited 11,250,000 24,400,565 11,250,000 24,090,707
Trust Investment Bank Limited __20,000.000 20.000.000

783,833,048 658,507,990 783,833,048 844,303,759

Breakup value has been calculated using latest available audited financial statements, except for the parties
for which no breakup value is mentioned above due to non-availability of latest audited financial statements
because of litigation or liquidation proceedings.
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NOTES TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

9.5

9.6

9.6.1

Saudi Pak Industrial And Agricultural Investment Company Limited

Non Govemment Debt Securities
Listed

- AA+, AA, AA-

-B+,B,B-

-CCCand below

- Unrated

Unlisted
-A+ A A-
- Unrated

The Company does not have any investments in foreign securities as at December 31, 2023 (2022: Nil).

Particulars relating to securities classified Under"Held to Collect" model / Held to Maturity securities:

Federal Govemment Securities - Govemment guaranteed

Pakistan Investment Bonds

Non Govemment Debt Securities
Listed

- AA+, AA, AA-

- Unrated

Unlisted
-AA+, AA, AA-
-A+ A A-
-B+, B, B-

- Unrated

Market value of held to collect model / held-to-maturity securities other than

6,254 million (2022: Rs. 576 million).

660,000,000 860,000,000

29,385,421 =
= 29,385,421
23,009,084 23,009,084
712,394,505 912,394,505

300,000,000 =
57,257,340 57,257,340
357,257,340 57,257,340
1,069,651,845 969,651,845

2023 2022
Note  -———r Cost in Rupees---------—-

6,241,392,062 =

9.6.1 6,241,392,062 =
> 300,000,000
18,703,884 18,703,884
18,703,884 318,703,884
222,015,000 267,005,000
100,000,000 100,000,000
299,760,000 299,760,000
522,544,039 544,232,193

1,144,319,039

1,210,997,193

9.6.1 1,163,022,923

1,529,701,077

non performing investments as at December 31,2023 is Rs.
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NOTES TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

2023 2022

Note Rupees

10.6 Particulars of write offs:

10.6.1 Against credit loss allowance / provisions 10.5 . -
Directly charged to Profit & Loss account - -

10.6.2 Write Offs of Rs. 500,000 and above 10.7
- Domestic - -
- Overseas - -
Write Offs of Below Rs. 500,000 - N

10.7 Details of loan write off of Rs. 500,000/- and above

In terms of sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962 the statement in respect of written off loans orany
other financial relief of rupees five hundred thousand or above allowed to a person(s) during the year ended December 31, 2023 is
given at Annexure |.

108 Particulars of loans and advances to staff included in advances

2023 2022
Note Rupees
Opening balance 58,045,985 56,452,718
Amountdisbursed during the year 102,110,697 28,441,481
Amount received during the year (28,978,697) (26,848,214)
Amount written off - .
Closing balance 131,177,985 58,045,985
11. NON-CURRENT ASSET CLASSIFIED AS HELD FOR SALE
Cost of investment reclassified to / from investments 9.1.3
- Investment in ordinary shares - 243,467,574
- Investment in preference shares - 333,208,501
Less: Provision on investment - (576,676,075)
Less: Amounts received till 31 December - -
121 PROPERTY AND EQUIPMENT
Capital work-in-progress 12.1.1 60,227,595 40,256,613
Property and equipment 12.1.2 3,987,853,052 4,100,125,336
4,048,080,647 4,140,381,949

1211

Capital work-in-progress
Civil works

Equipment

Advances to suppliers

55,127,823 38,359,113
5,099,772 -

- 1,897,500

60,227,595 40,256,613

Annual Report 2023

88



*21nypnays Buip|ing Jo ped [ei6ajul ue wioy Aayy se
Bunyby a1y ‘sbumy [ed1323]2 sjudsaIdal SIYL .y

“Ajuo 3dyjo peqewe|s| sl 104 uohe|lesul auoyda|ay pue Juawdinba bunyby aiy ‘sbumy [ed1323]3 sanjeaas Auedwod ay| 30 Iydele) pue 3I0yeT ‘Peqeuse|s| 1o Wall SNOAUL||IDSIW g $|00) 3500 ‘sadueldde [e:

INq Jo ied [e16a3ul ue w0y Ady3 se ‘AJuo panjeAds a1 a2UJ0 peqeLue|s| JO WdYsAs A3NJaS "adYJo IydeIRY pue peqewes| e WaisAs A)1ndas Juasaidal siyl .
SL SL SL st oz £€°EE 0z v v 65'L (s6e3ua313d) UoneIdap Jo drey
9EE'STL'00L'Y ¥06'LyS'8E L 08Z'€0€E'Y £85'L10'vY $59'580L8 SE€5'0LZ'6T 856'LES'YL £16'695"L L9E'68E'S6L'L ¥8E'L8L'0S 9SL'LT6'VES'T anjenx00q 13N
£60'098'85C 9Lt'896'SE 898'€9L ELY'T8LL 999'6LL'SL SEL'LLY'VY ¥8'120'9 0LZ'VSY'EL 5891986 919'760'C l4q444834 D31dap pare|nuwnddy
EEV'S86'8SE'Y 0TEOLS'VLL 8v1'£90'S 000'008°LS 0TE'S9T'T0L 0£9'188'€L T08'€58'09 LTL'vT0'sL 9Y0'LST'SVT'L 000'782'zS 000'050'845°T junowe paneAdy /3s0y
TTOT'LE43qud3A Y
9EE'STL'00L'Y ¥06'LyS'8EL 08Z'€0E'Y £85'L10'vY ¥59'580'L8 SES'0£7'67 856'LES'YL £16'695"L L9E'68E'S6L L ¥8E'L8L'0S 9SL'LT6'VES'T anjea0oq 3au buisory
(SL8'YL6'E9L) (L1T'L86'€T) (0s'812) (ELY'28L'L) (500°981°51) (260'9£0°€ 1) (891°2LY'L) (LL1'869) (erv'z98'6v) (919'760'7) (wre'zzi'ey) abueyd uonenaidag
(£1L1'050'€) (2£6'9€) (SLS'vL) ¥ (Z19'95) (S¥L'YvL'T) (800°0L L) (€€) (2€5'LT) - -
¥89'€TL'VE 785'€60°L e 5 6£€9 SL6'0£0'LT 908'€0t'9 €88'6L1 LSL - - uoneaidap pajenwndy -
(LOL'YLL'LE) (rSS'0EL’L) (£58'28) : (156'29) (022'sLL'62) (7L8'ELS9) (916'6£1) (682'82) d - junowe panjeady /3so) -
sjesodsiq
£69'vTS'9€ 2es'8LL9L €87'81LL - 08L'61L ¥65'622'L TLS'LT6'6 9vS'€88 09t'£98 N - suonippy
L£8'S9S'0€T'Y LLS'LEEIYL 610'8LE'Y 000'008°LS L6¥'809'LOL 8LL'1T8'LE zeo'Ler'TL SLS'v8E’L SLS'LLY'YYTL 000'782'tS 000'050'845'T anfenx00q 1au buluado
ZZOZ'LE 13quiadaq papua 1ea)s
L£8'595'0€T'y LLS'LEE'IYL 610'8LE'Y 000'008'LS L6¥'809LOL 8LL'1T8'LE 2T9'L6b'TL SLS'P8E’L SL8'LLY'VYT'L 00078225 000'050'8£5'C 9NeAX}00q 313N
996'899'6Z L L8LVTLEL €0L'€S = 2 810'909'8S 8Y'8Y6'vy 786'SE6'TL - - - uonepaidap pajeinwndy
LEB'VET'09E'Y TSETIV'6SL wer'y 000008'LS L6v'809'L0L 96L'LT¥'96 YOL'OVY'LS L6V'02E'vL SLELLY'YYTL 000282'2S 000'050'8£5°C junowe panjeady /s
22071 Mrenueryy
Gl <)
e SoiolbLE 0BIpUOd pue| pjoyasea] Yo
dinba 6unybL * s A; e
|eyol u:w,_.—._ inba 13yby SwaysAs Ajundag S10jeAd3 Jie pue mc_am_wI SIPIYIA awdinba DBYO 2INIXy pue ainjiuing uo. mc_ﬁ__:m 1oesey - mC_U_ ng puej pjoyasea]
a1y ‘sbumy [eouda
[44v4
sL sL sL sL 0z £E°E€E 0z [3 [2 65'L (abejuadiad) uoneaidap Jo ajey
TS0'€58'£86'E 9zL'6vL'sTL 768000t LYS'LET LY 9LE'TYS'TL £8E'671'9E Sr'r8sLL WL'y0S'y 8LS'EES'LSL L 801'9608Y TLEYL8L6Y'T an[eAx00q 1N ©O
9E6' VYT LLY £16'60£'09 ¥58'955'L ¥15'919'sL 98£'755'0€ 0VE'989'SY 89¥180'ES T8E'SYE'EL SE0'VEL'66 268'S8L'Yy 889'SL1'98 >31dap pare|nuwinddy m
886'L60'66€'Y €0£'651'981 8vL'LSS'S §50'%S8'9S 291'560'€0L €£2L'S11'28 026'596'v9 vTL'osy'sL €55°297'LST'L 000'782'zS 000'050'845°T junowe paneAdy /3s0) W
£20Z ‘L€ 13qWadaQ Iy =
=
250'€58'£86'€ 9TL'6vL'STL 68000t LyS'LET LY 9LE'TYS'TL £8€'62H'9€ Sh'v88’LL rL'v0S'y 8LS'EES'LSL L 8019608 TLEVL8'L6V'T anjea0oq 3au buiso)y >
(912'vzT'891L) (029'95€'52) (986'26£) (LoL'vEs’s) (ozL'eLe'sL) (6£9'60£'V1) (8S€00€'8) (zze'ors) (0S€'2L8'6Y) (9£2'160°7) (Pry'ES0'EY) c
@®
(££5'L61'9) (1Z¢'sT) - - - (685'Z8€'S) (£8Y'68L) (¥8) - - - [oR
LLE'6EB'SL 650'S19 - 3 - VEV'VEI'EL YEL'OVT'L 0sL'6ve - il - uoneaidap pajeinwndy - m
(¥56'9£0'22) (08+'0%9) k. - - (€£20°£10'61) (£12'0£0'7) (YET'6VE) - - - junowe panjeady /3so) - O
O
605'6v1'79 £98'685'TL 00906 S50'%S0'S we'6T8 9L0'LST'LT SEETYL'9 LET'sLL'E £05'910'9 N - m
9EE'STL'00L'Y ¥06'LyS'8EL 08Z'€0€'y £85'L10'vY ¥59'580'L8 SES'0LT'6T 856'LES'YL £16'695"L L9E'68E'S6L L ¥8E'L8L'0S 9SL'LT6'VES'T anjensjooq 3au buuado (0]
£€20T ‘L€ 19qWadaQ papud sea) m
jrs}
9EE'STL'00L'Y ¥06'LyS'8EL 08Z'€0E"Y £85'L10'vY $59'580L8 SE€5'0LZ'6T 856'LES'YL £16'695"L L9E'68E'S6L L ¥8E'L8L'0S 9SL'LT6'VES'T 3N[eAX00q 319N %
£60'098'85C 91¥'896'SE 898'€9L ELY'T8L'L 999'6£1'SL SEL'LLYYY v¥8'LZ0'9 0LZWSH'EL $89'198'6 919'760'C vrT'zTL'ey uonera1dap pajeinwnddy S
EEV'S86'8SE'Y 0TEOLS'VLL 8v1'£90'S 000'008°LS 0TE's9T'T0L 0£9'188'€L 208'€58'09 LTL'vT0'sL 9Y0'LST'SYT'L 000'782'zS 000'050'845°T junowe paneAdy /3s0y C
€20z ‘L renuery =
d @©
il —
]
jrar]
#s S18410 pue Bujuonipuod pue| pjoyasea] »dyjo >
dinba 6unybL A iy
[e3oL Em,E inba 6unyby » SWayshs Kndag S101eAd]3 Jre pue Bunesy S3PIYIA juawdinba a>y,0 2INJXyY pue ainjuIng o buipyng M pue| pjoyasea] o
a1y ‘sbumy [e2132313 =
g
€20
©
C
juawdinba pue Auadoig L'zl A
©
=
s}
%]
]
©
€20C ‘L€ 439W3D3A AIANT HVYIA IHL HOAL §
X
©
a
@©
)




685'78€'S 685'78€'S YEY'PEI'EL €20'210'61
paAerinwie| x folj0d J12d sy L L TEETPS'L €€ PYS'L
pewweynpy yefsoy Iy » foljod sad sy S¥8'9/0°L S¥8'9/0'L LY'0£0°L T6T'L01'T
WPireys pawyy poosbepy « fonjod 12d sy 88/'Stt 88/'Skty YLLLLOL 705'£50'T
euey piyez W « foj0d 12d sy (445 <A s'reL 066'€CE’L T15'850'C
bue] ysiey » foljod sad sy 1 L €00°L1L'T ¥00'LLL'T
jedeH jenieyo pewweynpy « fonjod 12d sy £10'9/€ £10'9/€ 168'080°'C ¥06'9St'C
uesw| Iy « fo1j0d Jad sy l L €SY'YS6'L St'vS6'L
1PUY Ueyp) Jemen « fonjod 12d sy 8LY'6YL'C 8Ly'6v/'T ¥09'LLE'L 7011y
786'008 £81'68L veL'OVT'L £1T°0€0°T
JoLRyu| uspjon uopny 005'LL L 9LE'6YL LLE6YL
ueyy| pases Jewn «fonod 12d sy SLL'(T SLL'LT ST'L6 000'sZ1
ueyy pases Jewn « folj0d 1ad sy 0z0'L0L 0zo'LoL ov/'LvE 99/'2vt
jedeH jenieys pewweynpy « folj0d 12d sy €L1'/8¢ €L1/8¢ 75895 S96'€vE
jefeH jesieyn pewweyniy «fonod 12d sy S€8'9¢ G€8'9¢ 599'0€ 00S'£9
ueyy| uippn [ewey x fonjod 12d sy £95'9C €95'9C 678'LST 76€'78T
ueyy| uIppn [ewey| » foljod sad sy vev'Tre Y6v'Tre €8/'851 LLT'101
ueyy| uippn [ewey| » foljod sad sy 789'L9 78919 SLESYL 00091
005'8¥7L 8 0S1'6vE YET'6VE
JoRyu| uspjoo uopny 000'%C 2l £69'€01 S0L'€0L
ueyy unpy uopny 005'9€ 8 £69'59 S0£'59
ueyy uews|ns uopny 000'88 79 09/'6/1 ¥Z8'6/1L
saadny
junowe
anjea uonepasdap
J94ANnq Jo siejndied |esodsip Jo apopy spaadoud 9jes panjeaas
%00q 12N paie|nuinddy /1509

S¥96 81 31-snynDd pynzng
L¥8 9NV - 03uedld ey
¥E€8 AdY - 03uRdId By
£16 ADY -03uedid ey

€61 DIV - [PUO UD3IA- JIAID BPUOH

SE8 DV - I|D el|010D ejofo .

£S8ODY - 1D ©|[010)) e30k0 .

€85 S1V - ello10) ejofo|.
SODIYaA

d2d (eay9) sdn

0ZN Axejen ajiqoy Hunswes

doydeq|x onoua

8D 0583003y doyde dH

pay 35 a2uoyd|

Xewold || auoyd|

Xewoud €| auoyd|

doyde yoogay3 dH
juawdinba 3>yj0

L0 I0YeT - SWY aINPUINS

SDYJO peqewes| - SWay INJuUINS

3DYJ0 peqewes| - SWay inyuIng
aInjxy pue ainjiung

€20T ‘L€ Y39W3D3A AIAN3T 4V3A FHL YOS

S}9sSe JO sie|ndijed

juawdinbaz Ayadoud jo [esodsip jo sjielaq

€LreL

SINIWAZLV1LS TVIDONVNI4 d31lVdITOSNOONN 3IH1 O1 S310N

N
(e
(@}
~N
=
IS
o
o
[0}
ad
@®
=)
C
C
<



88'780'99 S96'LES'E8

ovL'v86'L €9€'v15'6 s19y10 pue juswdinba bunyby aiy ‘sbumy |esuPpa)3
€61'16L'6 896'00T'LT SIPIYSA
G88'068'SE 0LE'VES'OY jusawdinba Yo
¥Zo'TIY'TL ¥97'9£T'TL 2UN)IXY pue aInjuIng

135N Ul ||13S 3Je JeYy] S)Osse
paijeidaidap A||nj jJo Junowe panjeaal /350y  S'LCL

GT6'LS6'8CL 180'800°€CL

T76L'SEV'65 T°6L'STT'LS s19yjo puejuswdinba Bunyby a1y ‘sbumy [esuPs|3
919'¢LL 129'080°L wia)sAs AUNndas
Lev'ogL'cL 686'856'LL 510}eAd[]
G89'709'S €1v'196'Y wa3sAs buruonpuod-ie pue bupesH
£9€°€SS'LT 061°266'ST Buipjing
SSL6LSL 026'006 D0 1ypeley - buipjing
688'LEELT 951'888'9 pue poyasea

soadny
o €70

ISMOJ|0} SB U9 SARY P|NOM £Z0T ‘L€ J2QUIadD( Je SE S}3SSe pan|endl
93 JO Junowe Huiiied 3y} ‘UonEeN|eASI OU USD 313V} PRH “UOI||IW 8ZE'896'E *SY O} Palunowe LZ0g ‘LE J9quiadad e se s1asse paxy Jo uonenjeaas ysuiebe Huistie snjdins [e10) a1 "uoljiw Z#9°Z0%' L “sy Aq snjdins
Ul 3SBa.DUI Ul PR)|NS3I PUB SAN|RA }33IeW JUSsId JO JUSWSSISSE [eUOISSDJ04d JO sIsed Sy} UO ‘uonenossy bupjueg uesiyed jo [dued uo pue [punod buuaauibul ueisiyed Jo Jaquiaw ‘paywi (1ad) ds|ndw s/ Aq
1NO PaLIED SEM UOEN|BAS] DY *LZ0TZ ‘LE J9quiada( e se siseq pajenaldap /1ox/ew uo anjeA pajewss Y3 Uo JanjeA [euolssajold yuspuadapul Aq panjeaas a1am Auedwiod sy jo uswdinbs pue Auadoid sy

juswdinba pue fuadoid jo uonenjersy  v'LzL

*Kuedwo? ayy jo Ao1jod yum aduepiodde Ul [duuosiad Juswabeuew Aoy Buipnpul seako|dwa 0} Pjos 219M SWAY 3S3Y] 5

1£5°0LY'9 LL5'L619 LLE'6€8'SL ¥$6'9€0'CT
005'8L LZy'ST 650519 081019
ueyy uny uoipny 0008 4 86906 00£'06 3040 peqeuwels| - ssoueddy [edua)3
ueyy uews|ns uompny 005’8 9 56/'60S 108'60S 200 peqewels| - ssduelddy |eoups)|3
Jouayu| uspjon uopny 005'C S 0L0's SL0'S 9010 dI0yeT - SWaY uone|elsul suoydala
ueyyuny uompny 0008 12961 [4:77A €S¥'LT 20Uj0 peqeuwels - sway yuswdinba bunyby ai4
ueyy uews|ns uoipny 00S°LL 1€1'S VIl L1S'2 9240 peqgewels| - sway yuswdinba bunyby an4
s19y30 pue jJuawdinba Hunyby a1y ‘sbuniy [eouidd |z
saadny
junowe
anjea uopepaidap
19ANnq jo siejndiyed |esodsip jo apoy spaadoid 3jes panjeAas S)9SSe JO Sie|ndiued
5000 19N paje|nwnxy s

€20T ‘L€ Y39W3D3A AIAN3I 4VYIA FHL YOS

SINIWELVLS TVIDONVNI4 d3lVdITOSNOONN 3IH1 O1 S310N

©
[0}
=
=
>
C
@
o
O
)
=
C
[0]
£
%]
[}
>
=
©
e
o)
=
2
o
=
%)
<
©
C
<
K
=
5
%]
=)
©
c
X
©
a
ke
>3
@©
V2]




NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
Rupees
122 Right-of-use assets
Office Space
At January 1
Cost 46,380,627 37,910,624
Accumulated depreciation 4,966,007 28,201,354
Net Carrying amount atJanuary 1 41,414,620 9,709,270
Yearended December 31
Opening net book value 41,414,620 9,709,270
Additions - 46,380,627
Depreciation charge 16,865,682 14,675,277
Net Carrying amount at December 31 24,548,938 41,414,620
At December 31
Cost 46,380,627 46,380,627
Accumulated depreciation 21,831,689 4,966,007
Net Carrying amount at December 31 24,548,938 41,414,620
Rate of amortisation (percentage) 36.36 36.36
Useful life (years) 2.75 2.75
Computer Computer
13 INTANGIBLE ASSETS software software

At January 1
Cost 34,909,062 30,203,584
Accumulated amortisation and impairment 28,517,059 24,094,534
Net book value 6,392,003 6,109,050
Yearended December 31
Opening net book value 6,392,003 6,109,050
Additions - directly purchased 3,991,803 4,705,478
Amortisation charge 3,926,760 4,422,525
Closing net book value 6,457,046 6,392,003
At December 31
Cost 38,900,865 34,909,062
Accumulated amortisation and impairment 32,443,819 28,517,059
Net book value 6,457,046 6,392,003
Rate of amortisation (percentage) 33.33 33.33
Useful life (years) 3 3

13.1  Cost of fully amortized intangible assets still in use amount to Rs. 26,731,494 (2022: Rs. 23,843,854).
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
14. OTHER ASSETS Note Rupees
Income/ mark-up accrued in local currency - net of provision
On investments 2,122,686,292 1,672,475,796
On advances 386,095,341 530,155,076
On lending to financial institutions 5,948,298 -
On deposits 89,558 1,074,553
2,514,819,489 2,203,705,425
Advances, deposits, advance rent and other prepayments 20,291,785 24,031,294
Advance taxation (payments less provisions) 2,022,895,959 1,255,502,709
Excise duty 78,817,895 78,817,895
Non-banking assets acquired in satisfaction of claims 14.1 49,499,288 51,651,432
Dividend receivable 83,755,267 34,641,773
Other receivables 18,000,169 4,896,126
4,788,079,852 3,653,246,654
Less: Credit loss allowance / Provision held against other assets 142 (256,792) (256,792)
Other assets (net of credit loss allowance / provision) 4,787,823,060 3,652,989,862
Surplus on revaluation of non-banking assets acquired in
satisfaction of claims 14.1 21,939,724 22,893,624
Other assets - total 4,809,762,784 3,675,883,486
14.1 Market value of non-banking assets acquired in satisfaction of claims 77,651,100 77,651,100

Saudi Pak Industrial And Agricultural Investment Company Limited




NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

"The non-banking asset acquired from Irfan Textile represents office area on 1st floor of Famous Mall, Lahore and was
initially recorded in the financial statements in June 2007. This asset was last revalued by independent professional
valuers M/s Amir Evaluators & Consultants on the basis of assessment of Present Market Value on 31 December 2021 at
Rs. 77.651 million. M/s Impulse (Pvt) Limited is member of Pakistan Engineering Council and also on panel of Pakistan
Banking Association.

Business activity could not be started since the building was constructed due to pending approval of building map and
the issuance of completion certificate from Lahore Development Authority (LDA). Management is hopeful to dispose
off the same once the NOC is arranged and provided by the plaza owners."

14.1.1 Non-banking assets acquired in satisfaction of claims

Opening balance 74,545,056 77,651,100
Revaluation during the year - -
Disposals during the year - -
Depreciation (3,106,044) (3,106,044)

Closing balance 71,439,012 74,545,056

14.1.2 Gain on disposal of non-banking assets acquired in satisfaction of claims
Disposal proceeds - -
less: carrying value - -

Gain realized on disposal - -

Note (oo Rupees--------------

14.2  Credit loss allowance / Provision held against other assets

Advances, deposits, advance rent & other prepayments 14.2.1 256,792 256,792

14.2.1 Movement in credit loss allowance / provision held against other assets

Opening balance 256,792 256,792
Charge for the year - -
Reversals / transfer - -
Amount Written off - -
Closing balance 256,792 256,792

Annual Report 2023
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

15.  BORROWINGS 2023 2022
Rupees
Secured
Borrowings from State Bank of Pakistan under refinance scheme
Long term financing facility 15.1 2,059,903,071 2,195,224,199
Temporary economic relief facility 15.2 445,353,455 491,424,500
2,505,256,526 2,686,648,699
Repurchase agreement borrowings 15.3 25,705,971,600 27,775,718,150
Against Government securities 154 3,738,060,000 -
Against book debts/receivables 15.5 5,250,000,000 4,812,500,000
Total secured 37,199,288,126 35,274,866,849
Unsecured = 1,500,000,000
Call borrowings 15.6 - 1,500,000,000
Total unsecured 37,199,288,126 36,774,866,349

15.1 These represent facilities obtained against State Bank of Pakistan refinance schemes under LTFF. The mark up is
charged at the rates ranging from 2.00% to 7.00% (2022: 2.00% to 7.00%) per annum. These facilities will mature
during January 2024 to June 2032 (2022: January 2023 to June 2032).

15.2 These represent facilities obtained against State Bank of Pakistan refinance schemes under TERF. The mark up is
charged at the rate of 1.00% (2022: 1.00%) per annum. These facilities will mature during January 2024 to
January 2031 (2022: April 2023 to January 2031).

15.3 These facilities were secured against government securities (PIBs). These carry markup at rates ranging from
22.08% to 22.16% (2022: 15.34% to 16.60%) per annum having maturity during January 2024 (2022: January
2023 to March 2023).

15.4 These represent facilities obtained from bank against charge on government securities (PIBs). These carry
markup at rate of 21.70% (2022: nil) per annum having maturity during January 2024 (2022: nil).

15.5 These represent facilities obtained from various banks against charge on book debts/receivables valuing Rs.
10,267 million (2022: Rs. 10,267 million). The mark up is charged at varying rates ranging from 21.67% to 23.28%
(2022: 15.86% to 17.31%) per annum. These facilities will mature during January 2024 to June 2028 (2022:
January 2023 to December 2027).

15.6 These facilities were unsecured and carring markup at rate of nil (2022: 16.25%) per annum having maturity in

nil (2022: January 2023).
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15.6

16.

16.1

16.2

16.3

16.4

Note
Particulars of borrowings with respect to Currencies
In local currency
In foreign currencies
DEPOSITS AND OTHER ACCOUNTS
Customers
- Term deposits (local currency) 16.1
Composition of deposits
- Public Sector Entities 16.2
- Non-Banking Financial Institutions 16.3
- Private Sector 16.4

37,199,288,126

36,774,866,849

37,199,288,126

36,774,866,849

3,665,000,000 1,953,000,000
3,055,000,000 1,343,000,000
10,000,000 10,000,000
600,000,000 600,000,000
3,665,000,000 1,953,000,000

These Certificate of Investments (COls) carry mark up at the rates ranging from 22.30% to 22.63% (2022: 16.80%
to 16.88%) per annum with maturity during January 2024 to November 2024 (2022: November 2023).

These Certificate of Investments (COls) carry mark up at the rate of 21.37% (2022: 16.12%) per annum with matu-

rity in March 2024 (2022: March 2023).

These Certificate of Investments (COIs) carry mark up at the rates ranging from 21.49% to 23.15% (2022: 15.67%
to 17.06%) per annum with maturity during July 2024 to December 2024 (2022: July 2023 to December 2023).
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
Note Rupees
20. SURPLUS ON REVALUATION OF ASSETS
Surplus / (deficit) on revaluation of
- Securities measured at FVOCI/ Available for sale securities 9.1 (1,100,259,100) (1,897,120,736)
- Property & equipment 20.1 3,726,366,387 3,847,347,375
- Non-banking assets acquired in satisfaction of claims 20.2 21,939,724 22,893,624
2,648,047,011 1,973,120,263
Deferred tax on surplus / (deficit) on revaluation of:
- Securities measured at FVOCI/ Available for sale securities 384,614,291 609,735,752
- Property & equipment 20.1 (1,453,282,886) (1,269,624,630)
- Non-banking assets acquired in satisfaction of claims - -
(1,068,668,595) (659,888,878)
1,579,378,416 1,313,231,385
20.1 Surplus on revaluation of property & equipment
Surplus on revaluation of property & equipmentas atJanuary 1 3,847,347,375 3,968,328,363
Recognised during the year - -
Realised on disposal during the year - net of deferred tax - -
Related deferred tax liability on surplus realised on disposal - -
Transferred to unappropriated profit in respect of incremental
depreciation charged during the year - net of deferred tax (81,057,260) (85,896,500)
Related deferred tax liability on incremental
depreciation charged during the year (39,923,728) (35,084,488)
Surplus on revaluation of property & equipment as at December 31 3,726,366,387 3,847,347,375

Less: related deferred tax liability on:

-revaluation as atJanuary 1 1,269,624,630 1,150,815,223
- revaluation recognised during the year - -
- surplus realised on disposal during the year - -

- Impact of change in tax rate 223,581,984 153,893,895
- incremental depreciation charged during the year (39,923,728) (35,084,488)
1,453,282,886 1,269,624,630
2,273,083,501 2,577,722,745
20.2 Surplus on revaluation of non-banking assets acquired
in satisfaction of claims
Surplus on revaluation as at January 1 22,893,624 23,847,524
Recognized during the year - -
Realized on disposal during the year - -
Incremental depreciation (953,900) (953,900)
Surplus on revaluation as at December 31 21,939,724 22,893,624
21. CONTINGENCIES AND COMMITMENTS
-Guarantees 211 3,316,800,526 70,000,000
-Commitments 21.2 3,166,708,369 759,115,718
6,483,508,895 829,115,718
21.1  Guarantees:
Financial guarantees 3,316,800,526 70,000,000
212 Commitments:
Commitment for the acquisition of:
- Property & equipment 821,801 8,935,734
-Intangible assets 2,575,000 2,525,000
3,396,801 11,460,734
Non disbursed commitment for term and working capital finance 3,163,311,568 747,654,984
3,166,708,369 759,115,718

Saudi Pak Industrial And Agricultural Investment Company Limited




NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

21.3

Other contingent liabilities

21.3.1 Tax contingencies

i)

iiii)

The Appellate Tribunal Inland Revenue (ATIR) Islamabad did not accept the Company’s contention on certain
matters in appeals relating to tax years 2004 to 2006, 2008 to 2010 and 2012 to 2014. These issues mainly relate
to disallowance of provision for non performing loans and apportionment of expenses between income subject
to final tax regime and normal tax regime. The Company has filed tax references before the Islamabad High
Court. For tax years 2004 to 2006 and 2008 to 2010, the Islamabad High Court (IHC) remanded back the matters
of disallowance of provision for non performing loans and apportionment of expenses between income subject
to final tax regime and normal tax regime to the assessing officer. However, appeal effect proceedings yet to
commence. For tax year 2012 to 2014, cases are still pending adjudication. The Company, however, accounted
for the impact of tax of Rs. 617.237 million on provision for non performing loans & advances by routing it
through Profit & Loss in the year 2018.

The related tax demands for all the aforesaid tax years aggregate to Rs 1,091.694 million, out of which Rs 635.194
million has been paid by / recovered from the Company.

For the tax years 2015 to 2018, the assessing officer amended the Company's assessment under section 122(5A)
of the Income Tax Ordinance 2001 and created an aggregate tax demand of Rs. 1,463.932 million by making
various add backs and disallowances. The Company preferred appeals before Commissioner Inland Revenue -
Appeals [CIR(A)] who in terms of separate appellate orders remanded majority of the matters to the assessing
officer and on certain matters upheld the actions of assessing officer. The Company has preferred separate
appeals before ATIR for aforesaid cases which are pending adjudication.

For tax years 2015 to 2017 proceedings under section 161 were initiated and cummulative demand of Rs.
276.482 million was created on account of alleged default in withholding of tax out of which Rs 26.034 million
has been paid by / recovered from the Company. The Company preferred appeal before the CIR(A) who remand-
ed certain issues and upheld certain matters. The Company preferred further appeal before ATIR which is pend-
ing adjudication.

The management, based on the opinion of its legal counsels, believes that the above mentioned matters are
likely to be decided in favor of the Company at superior appellate forums and therefore no further charge is
required to be recognized in these unconsolidated financial statements.

21.3.2 Other contingencies

i)

MACPAC Films Limited (Suit No. B-24/2014 of Rs. 1,040.623 million)

Macpac Films Limited Karachi ("Customer") availed a Term Finance of Rs.125.00 million in 2003/04 and then
defaulted. In 2011, a settlement package was approved by Saudi Pak containing waiver/write-off of Rs.72.659
million on account of markup and liquidated damages subject to payment of Rs.100.141 million. The Customer
accepted and paid Rs.100.141 million. The write off/waiver was reported to the State Bank of Pakistan (SBP) in
compliance with regulatory requirements. Customer had requested Saudi Pak and SBP to remove its name from
CIB of SBP as it was allegedly impacting the customer's business which was neither accepted by SBP nor Saudi
Pak. Customer filed the instant suit in the Court which is being contested on merit. Upon Court's direction, SBP
had also filed comments endorsing regulatory compliance by Saudi Pak. Evidence of the customer was recorded
and part evidence of Saudi Pak’s witness is also recorded. Now case is fixed for recording of remaining evidence
of Saudi Pak’s witnesses. Prima facie, there is no substance in this frivolous suit, therefore, it is expected that it will
be dismissed on merits after due process of law.

Annual Report 2023




NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

21.3  Other contingent liabilities

ii) Muhammad Zafar Sultan Paracha vs. Saudi Pak, Federation of Pakistan, DHA, Mukhtiarkar Gadap Town,
Karachi (Suit No.1065/2014 of Rs. 200 million)

On April 27, 2014, the Company invited bids for the sale of four properties i.e. farm house at Gadap Town and
three plots (DHA Plots No.9-C, 17-C, 20-C) at Karachi. Highest bid of Rs.134.500 million offered by Mr. Mudassir
for only three plots at DHA was accepted. Down payment was received and sale agreement dated June 2, 2014
was executed between Saudi Pak and the highest bidder through his nominee. Mr. Zafar Sultan Paracha had
offered a lower bid of Rs. 93 million against all the four properties therefore his bid was rejected. He filed the
subject suit in the Sindh High Court, Karachi and obtained an interim stay on July 5, 2014 restraining transfer of
the above mentioned plots. Saudi Pak contested and got the stay vacated through Court as a result, three plots
at DHA were transferred to the successful bidder/buyer after receipt of balance sale consideration. Mr. Piracha
then filed an Appeal in the Court against the Stay Vacation Order which was also contested by Saudi Pak,
separately. While vacating the stay order, the learned Judge of the Sindh High Court had observed that remain-
ing suit to the extent of damages claimed against alleged loss of business opportunity etc, will separately be
heard and decided. Appeal was fixed for hearing on 20 April 2022 but neither the counsel nor the Appellant
attended the hearing, therefore, the Division Bench of the Sindh High Court dismissed the appeal for non-prose-
cution. Saudi Pak has filed its reply in the suit proceeding and filed application for rejection of plaint being
without any merits having no cause of action. Hearing is now scheduled on 06 March 2023 for settling issues for
evidence of parties and arguments on Saudi Pak’s application seeking out-right rejection of the plaint. Prima
facie, the suit is baseless, as no cause of action is accrued to the Plaintiff, therefore, it is expected that it will be
dismissed after due process of law.

iii)  Kohinoor Spinning Mills Limited and its Guarantors vs. Saudi Pak (Suite N0.258676/2018 of Rs. 600 million)

"The Customer availed disbursement of TFF of Rs.400 million from Saudi Pak on 11.12.2014 via RTGS but default-
ed after part payments whereof Saudi Pak filed a recovery suit COS No.17/2017 of Rs.396.085 million against the
Customer and its directors/guarantors in the Lahore High Court, Lahore in which proceedings still continue.
After due process it will be decreed in favor of Saudi Pak.

As a counter-blast, the Customer subsequently filed a frivolous damages suit of Rs.600 million against Saudi Pak
in the same Court, during 2018, alleging therein that: (i) TFF of Rs.400.00million not disbursed to the Customer;
& (ii) Customer suffered business losses of Rs.200.00 million which may also be granted to the Customer. Its reply
(PLA) was filed by Saudi Pak. It is still at evidence stage. Customer has filed affidavits in evidence of its witnesses.
It will be fixed for cross examination of customer’s witnesses. Saudi Pak’s evidence will be recorded after
completion of customer’s evidence. Prima facie suit of the Customer is baseless/frivolous having no substance.
It is therefore expected that it will be dismissed on merits after due process of law. "

22, Presently, the Company does not deal in derivative products.
2023 2022
23. MARK-UP / RETURN / INTEREST EARNED
———————————————— MUDEER e
Loans and advances 1,514,593,743 1,062,279,338
Investments 7,979,587,601 4,068,149,441
Lendings to financial institutions 394,861,039 26,062,611
Balances with banks 7,395,256 5,444,261
9,896,437,639 5,161,935,651
23.1 Interest income (calculated using effective interest rate method) recognised on:
Financial assets measured at amortised cost 2,154,622,193 1,263,952,650
Financial assets measured at FVOC| 7,741,815,446 3,897,983,001
9,896,437,639 5,161,935,651
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
Note Rupees

24. MARK-UP / RETURN / INTEREST EXPENSED

Deposits 24.2 787,725,180 347,353,169
Borrowings

Securities purchased under repurchase agreements 7,430,729,633 3,444,840,982
Other short term borrowings 385,090,507 486,422,628
Long term finance for export oriented projects from SBP 96,924,429 40,187,941
Long term borrowings 855,615,651 337,890,358
8,768,360,220 4,309,341,909
Interest expense on lease liability against ROU assets 4,068,815 1,284,979
Brokerage fee 2,232,177 4,666,899
9,562,386,392 4,662,646,956
24.1 Interest expense calculated using effective interest rate method 9,560,154,215 4,657,980,057
Other financial liabilities 2,232,177 4,666,899
9,562,386,392 4,662,646,956

242 The markup expensed amounting to Rs. 2,069,202 (2022: Rs. 1,225,668) relates to Saudi Pak Employees Contributory Fund.

2023 2022
Note Rupees
25. FEE & COMMISSION INCOME
Credit related fees 13,994,833 8,775,000
Commission on guarantees 42,526,526 175,000
56,521,359 8,950,000
26. (LOSS) / GAIN ON SECURITIES
Realized 26.1 209,849,835 66,148,755
Unrealized - measured at FVPL / held for trading 9.1 280,134,143 =
489,983,978 66,148,755
26.1 Realized (loss) / gain on:
Federal Government Securities (165,073,850) 51,000
Shares - listed 374,923,685 37,493,074
Shares - unlisted - 28,604,681
209,849,835 66,148,755
27. OTHER INCOME
Renton property - net 27.1 273,996,108 233,461,683
Gain / (loss) on sale of property & equipment - net 212,994 22,701,534
Other rental 1,818,101 1,682,700
Sale of scrap items 1,658,138 212,000
Others 2,008,188 72,853
279,693,529 258,130,770
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NOTES TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

27.1 Rent on property - net
Rental income
Less: property expense
Salaries, allowances and employee benefits
Traveling and conveyance
Medical
Janitorial services
Security services
Insurance
Postage, telegraph, telegram and telephone
Printing and stationery
Utilities
Consultancy and professional charges
Repairs and maintenance
Rent, rates and taxes
Depreciation
Office general expenses

28. OPERATING EXPENSES
Total compensation expense

Property expense

Rent & taxes

Insurance

Utilities cost

Security (including guards)

Repair and maintenance (including janitorial charges)
Depreciation on ROU assets

Depreciation

Information technology expenses
Software maintenance

Hardware maintenance
Amortisation

Network charges

Other operating expenses
Shareholders' fee

Directors' fees and allowances

Legal and professional charges
Consultancy, custodial and rating services
Outsourced services costs

Travelling and conveyance
Depreciation

Training and development

Postage and courier charges
Communication

Stationery and printing

Marketing, advertisementand publicity
Donations

Auditors' remuneration

Repairand maintenance

Insurance

Office and general expenses

Bank charges

Saudi Pak Industrial And Agricultural Investment Company Limited

Note

28.1

28.2
28.3

2023 2022
Rupees
517,817,724 464,828,257
34,884,715 34,718,943
2,800 2,700
465,071 1,228,016
14,822,185 12,624,321
21,548,161 24,523,502
2,370,712 2,170,994
19,121 41,632
92,059 124,541
21,447,278 13,067,191
902,500 =
18,843,232 16,287,578
2,659,381 2,656,870
123,305,824 122,185,410
2,458,577 1,734,876
243,821,616 231,366,574
273,996,108 233,461,683
279,438,680 264,069,092
603,223 526,106
338,673 310,142
26,325,331 25,345,973
4,750,205 4,892,041
4,809,345 4,130,272
16,865,682 14,675,277
17,615,118 17,455,058
71,307,577 67,334,869
12,738,667 7,550,749
2,603,446 1,911,398
3,926,760 4,422,525
5,941,406 4,324,979
25,210,279 18,209,651
- (5,293,500)
22,190,000 25,250,000
4,363,464 4,547,177
12,526,092 9,379,323
38,046,155 40,668,689
26,758,458 33,910,740
30,409,318 27,380,391
3,557,823 2,819,548
432,486 419,168
4,186,928 4,011,293
5,689,959 5,386,972
4,930,708 2,520,104
2,327,582 3,000,000
2,200,000 2,375,250
6,748,264 3,929,886
2,055,886 1,719,753
18,829,023 15,653,071
236,135 239,481
185,488,281 177,917,346
561,444,817 527,530,958




NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
28.1 Total compensation expense Rupees
Fees and allowances etc. - -
Managerial remuneration
i) Fixed 101,009,605 108,864,052
ii) Variable
of which;
a) Cash bonus /awards etc. 32,000,000 10,000,000
b) Bonus & awards in shares etc. - -
Charge for defined benefit plan 9,803,037 8,793,471
Contribution to defined contribution plan 6,619,601 10,128,872
Compensated absences 4,009,532 7,258,409
Leave fare assistance 3,979,619 4,434,247
Exgratia 7,536,924 9,128,662
Rent & house maintenance 54,901,154 52,492,716
Utilities 9,889,934 11,169,873
Medical 20,067,004 18,384,801
Conveyance 24,293,196 20,181,714
Grant to employee - -
Others 28.1.1 5,329,074 3,232,275
Sub-total 279,438,680 264,069,092
Sign-on bonus - -
Severance allowance - -
Grand total 279,438,680 264,069,092
28.1.1 This includes mainly group life insurance for permanent employees.
282 Donations
Noon-Educational Services (Pvt) Ltd 1,000,000 -
Anjuman Faiz-Ul-Islam (Reg) Rawalpindi 1,027,582 -
Prime Minister's Flood Relief Fund Account 2022 - 2,000,000
Aziz Jehan Begum Trust For The Blind 300,000 300,000
Make-A-Wish Foundation Pakistan - 400,000
Cancer Foundation Hospital - 300,000
2,327,582 3,000,000
283 Auditors' remuneration
Grant Thomton Anjum Rahman
Audit fee 1,250,000 1,150,000
Half yearly review 600,000 550,000
Fee for other statutory certifications 250,000 200,000
Out of pocket expenses 100,000 100,000
2,200,000 2,000,000
Fee for other certifications - 375,250
Tax services - -
2,200,000 2,375,250
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
29. OTHER CHARGES Rupees
Penalties imposed by State Bank of Pakistan - 30,000
- 30,000
30. CREDIT LOSS ALLOWANCE / PROVISIONS & WRITE OFFS - NET
Credit loss allowance / provisions against lending to financial institutions 160,987 -
Credit loss allowance / provisions for diminution in value of investments - net 96,799,311 204,114,878
Credit loss allowance / Provisions against loans and advances - net 328,507,658 113,895,841
Other credit loss allowance 41,900,608 =
Bad debts written off directly - -
467,368,564 318,010,719
31.  TAXATION
Current tax
Currentyear 216,552,210 203,608,193
Prior year 3,874,371 47,583,851
220,426,581 251,192,044
Deferred tax
Currentyear (170,096,544) (168,021,299)
Prior year - -
(170,096,544) (168,021,299)
311 50,330,037 83,170,745
31.1 Relationship between tax expense and accounting profit
Accounting profit for the year - 393,954,965
Tax rate - 29%
Tax on accounting profit - 114,246,940
Tax effect on income subject to lower rate of taxation - (68,062,641)
Tax effect of prior years - 47,583,851
Impact of super tax for current year - 31,327,256
Impact of change of rate on deferred tax - (99,581,727)
Reversal of deferred tax asset for prior year - -
Permanent differences on
Reversal of provision against investment - 47,113,204
Expenses not claimable against rental income - (2,089,590)
Right of use asset under IFRS - 16 Leases - (4,255,830)
Others = 16,889,282
- 83,170,745
31.2 Cunent year income of the Company is subject to altemate corporate tax under section 113(c) of the Income Tax Ordinance, 2001 (the
"Ordinance").
32, BASIC / DILUTED EARNINGS PER SHARE 2023 2022
Profit for the year - Rupees 507,562,609 310,784,220
Weighted average number of ordinary shares 676,500,000 676,500,000
Basic/diluted earnings per share - Rupee 0.750 0.459

Saudi Pak Industrial And Agricultural Investment Company Limited




NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
33. CASH AND CASH EQUIVALENTS Rupees
Cash and Balance with treasury banks 134,586,641 116,437,350
Balance with other banks - Gross 90,479,271 127,875,540
225,065,912 244,312,890
2023 2022
34.  STAFF STRENGTH (Number)
Permanent 65 69
On Company's contract 2 1
Company's own staff strength at the end of the year 67 70

34.1 |n addition to the above, 76 (2022: 85) employees of outsourcing services companies were assigned to the Company as at the end of the year
to perform services other than security and janitorial services. No employee was working abroad.

35.  DEFINED BENEFIT PLAN

35.1 General description

The Company operates an approved funded gratuity scheme for all its regular employees and GM/CEO. Contributions are made in
accordance with the actuarial recommendations. The benefits under the gratuity fund are payable in lump sum on retirement atthe age of
60 years or earlier cessation of service, subject to minimum service period of three years. The benefit is equal to month's last drawn basic
salary for each completed year of eligible service and on pro-rata basis for the incomplete year. The latest actuarial valuation of defined
benefit plan was conducted at December 31, 2023 using the projected unit credit method. Detail of the defined benefit plan are:

352 Numberofemployeesunderthe scheme

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

2023 2022
(Number)

Gratuity fund 66 70

353 Principal actuarial assumptions

The latest actuarial valuations was carried out as at December 31, 2023 using the following significant assumptions:

2023 2022
Discount rate 15.50% per 14.50% perannum
annum
Expected rate of return on plan assets 18.01% per 12.57% perannum
annum
Expected rate of salary increase 13.50% per 12.50% perannum
annum
Mortality rates SLIC (2001-05)-1 SLIC (2001-05)-1
Rate of employee turnover Moderate Moderate
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NOTES TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

354 Reconciliation of payable to defined benefit plans

Present value of obligations
Fair value of plan assets
Net liability payable

355 Movement in defined benefit obligations

Obligations at the beginning of the year
Current service cost

Interest cost

Benefits paid by the Company
Re-measurement loss

Obligations at the end of the year

356 Movement in fair value of plan assets

Fairvalue at the beginning of the year

Interest income on plan assets

Contributions by Company - net

Benefits paid by the Fund to the Company

Re-measurements: net return on plan assets
over interest income - loss

Fairvalue atthe end of the year

35.7 Movement in payable under defined benefit schemes

Opening balance

Charge for the year

Benefits paid to outgoing members
Contribution by the Company - net
Re-measurement loss recognized in OCI
during the year

Amount paid by the fund to the Company
Closing balance

35.8 Charge for defined benefit plans
35.8.1 Cost recognised in profit and loss

Current service cost
Netinterest on defined benefit liability

Saudi Pak Industrial And Agricultural Investment Company Limited

35.8.2

35.8.2

2023 2022
Rupees
53,812,472 74,143,323
(51,889,109) (63,923,454)
1,923,363 10,219,869
74,143,323 66,100,005
8,399,429 7,642,125
10,959,973 7,747,584
(31,823,654) (9,253,654)
(7,866,599) 1,907,263
53,812,472 74,143,323
63,923,454 55,791,173
9,556,365 6,596,238
10,219,869 10,308,832
(31,823,654) (9,253,654)
13,075 480,865
51,889,109 63,923,454
10,219,869 10,308,832
9,803,037 8,793,471
(31,823,654) (9,253,654)
(10,219,869) (10,308,832)
(7,879,674) 1,426,398
31,823,654 9,253,654
1,923,363 10,219,869
8,399,429 7,642,125
1,403,608 1,151,346
9,803,037 8,793,471




NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

3582 Re-measurements recognised in OCI during the year 2023 2022

Rupees
Loss /(gain) on obligation
- Demographicassumptions - _

- Financial assumptions 303,819 1,104,585
- Experience adjustments (8,170,418) 802,678
Total actuarial loss on obligation (7,866,599) 1,907,263
Return on plan assets over interest income - loss (13,075) (480,865)
Total re-measurements recognised in OCI (7,879,674) 1,426,398

35.9 Components of plan assets

Cash and cash equivalents - net 2,454,054 3,474,857
Term deposit receipts (TDR) / Certificate of Investment - unquoted 49,435,055 60,448,597
51,889,109 63,923,454

35.9.1 There is no significant risk associated with the plan assets, as it consists of fixed interest rate bearing TDR's and saving accounts with
financial institutions having satisfactory credit ratings.

35.10 Sensitivity analysis
A sensitivity analysis is performed by varying one assumption keeping all other assumptions constantand calculating the impact on

the present value of the defined benefit obligations under the gratuity scheme. The increase in the present value of defined benefit
obligations as a result of change in each assumption is summarised below:

2023 2022
Rupees

Discount rate +0.5% 51,992,856 72,245,115
Discount rate -0.5% 55,741,613 76,153,975
Long term salary increase +0.5% 55,890,464 76,350,565
Long term salary increase -0.5% 51,839,217 72,043,332

2024

- Rupees ----
35.11 Expected contributions to be paid to the fund in the next financial year 7,301,419
35.12 Expected charge for next financial year

Current service cost 7,024,022
Netinterest on defined benefit asset/ liability 277,397
7,301,419
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
Rupees
35.13 Maturity profile

Distribution of timing of benefit payments (years)

= 1 7,759,864 5412973
- 2 11,517,401 41,755,063
= 3 3,184,495 11,544,936
- 4 5,556,837 3,134,589
- 5 6,623,269 5,335,696
- 6-10 77,530,758 60,425,869
Weighted average duration of the PBO (years) 6.96 5.27

35.14 Funding Policy

An implicit, though not formally expressed objective is that the liabilities 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 tothe book reserve
and future projected investment income of the Fund.

35.15 Significant risk associated with the staff retirement benefit schemes

Asset volatility

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

Changesin bond yields

Not applicable as underling interest rate on bonds is fixed.

Inflation risk

The investment and bank balances may loose its value due to the increase of general
inflation rate.

Life expectancy

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

Withdrawal rate

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.

36. DEFINED CONTRIBUTION PLAN

The Company operates a recognized provident fund scheme for all its regular employees for which equal monthly contributions are
made both by the Company and by the employees to the Fund at the rate of 10% of basic salary of the employee. Payments are made
tothe employees as specified in the rules of the Fund. As per latest available unaudited financial statements of the Fund, total assets of
the Fund as at December 31, 2023 were Rs. 132,072,219 (2022: Rs. 139,621,456).

Saudi Pak Industrial And Agricultural Investment Company Limited
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

38. FAIRVALUE MEASUREMENTS

The fair value of traded investments is based on quoted market prices, except for securities classified by the
Company as ‘amortised cost". Securities classified as amortised cost are carried at amortized cost. Fair value
of unquoted equity investments, other than subsidiary and associates, is determined on the basis of break
up value of these investments as per the latest available audited financial statements. Further, financial
statements of several unquoted equity investments are not available whether due to liquidation or
litigation, hence, breakup value of these investments can not be determined.

Fair value of unquoted debt securities, fixed term loans, other assets, other liabilities and fixed term deposits
cannot be calculated with sufficient reliability due to the absence of current and active market for such
assets and liabilities and reliable data regarding market rates for similar instruments. The provision for
impairment of loans and advances has been calculated in accordance with the Company’s accounting
policy as stated in note 5.5

Fair value of remaining financial assets and liabilities except fixed term loans, staff loans, non-performing
advances and fixed term deposits is not significantly different from the carrying amounts since assets and
liabilities are either short term in nature or are frequently repriced in the case of customer loans and
deposits.

38.1 Fair value of financial assets

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

Level 1:  Fair value measurements using quoted prices (unadjusted) in active markets (Pakistan Stock
Exchange) 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) available at MUFAP, Reuters page, redemption prices determined by valuers on the panel
of Pakistan Bank's Association .

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

The table below analyses financial instruments carried at fair values, by the level in the fair value hierarchy
into which the fair value measurement is categorised.

Saudi Pak Industrial And Agricultural Investment Company Limited
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NOTES TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

Valuation techniques used in determination of fair valuation of financial instruments within level 2 and level 3

Items Valuation approach and input used
Operating fixed assets and non-banking assets Land, buildings and other fixed assets and
acquired in satisfaction of claims non-banking assets acquired in satisfaction of claims

are revalued on a periodic basis using professional
valuers. The valuation is based on their assessment of
the market value of the assets. The effect of changes in
the unobservable inputs used in the valuations cannot
be determined with certainty, accordingly a qualitative
disclosure of sensitivity has not been presented in
these unconsolidated financial statements.
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

39. SEGMENTINFORMATION

39.1 Segment details with respect to business activities

2023
Corporate Trading Building rental
Finance and sales services Total
Rupees
Profit &loss
Net mark-up/return/profit 8,610,041 325,441,206 - 334,051,247
Non mark-up /return /interest income 56,223,795 918,902,886 277,528,099 1,252,654,780
Total income 64,833,836 1,244,344,092 277,528,099 1,586,706,027
Segment direct expenses 93,431,627 468,013,190 : 561,444,817
Total expenses 93,431,627 468,013,190 = 561,444,817
Provisions 446,821,173 20,547,391 = 467,368,564
Profit before tax (475,418,964) 755,783,511 277,528,099 557,892,646
Balance sheet
Cash &bank balances - 224,887,948 - 224,887,948
Investments 880,253,885 34,456,269,154 - 35,336,523,039
Lendings to financial institutions - 3,249,994,713 - 3,249,994,713
Advances - performing 7,997,516,086 - - 7,997,516,086
Advances - non-performing net of provision 264,704,056 - - 264,704,056
Others 2,233,064,520 4,509,490,044 2,321,240,055 9,063,794,619
Total asset: 11,375,538,547 42,440,641,859 2,321,240,055 56,137,420,461
Borrowings 7,755,256,526 29,444,031,600 = 37,199,288,126
Deposits & other accounts 3,665,000,000 - - 3,665,000,000
Others 196,938,911 711,624,868 185,693,263 1,094,257,042
Total liabilities 11,617,195,437 30,155,656,468 185,693,263 41,958,545,168
Equity = = = 14,178,875,293
Total equity &liabilities 11,617,195,437 30,155,656,468 185,693,263 56,137,420,461
Contingencies &commitments 6,480,573,212 1,940,026 995,657 6,483,508,895
2022
Corporate Trading Building rental
Finance and sales services Total
Rupees:

Profit &loss
Net mark-up/return/profit 211,014,445 288,274,250 - 499,288,695
Non mark-up /return / interest income 8,950,000 495,858,711 235,429,236 740,237,947
Total income 219,964,445 784,132,961 235,429,236 1,239,526,642
Segment direct expenses 115,571,112 411,989,846 o 527,560,958
Total expenses 115,571,112 411,989,846 = 527,560,958
Provisions / (reversals) 97,424,113 220,586,606 - 318,010,719
Profit before tax 6,969,220 151,556,509 235,429,236 393,954,965
Balance sheet
Cash &bank balances - 244,312,890 - 244,312,890
Investments 1,000,515,000 35,320,500,128 = 36,321,015,128
Lendings to financial institutions - - - -
Advances - performing 8,610,024,073 - - 8,610,024,073

- non-performing 509,265,989 - - 509,265,989
Others 1,691,972,230 3,626,762,851 2,603,348,007 7,922,083,088
Total asset: 11,811,777,292 39,191,575,869 2,603,348,007 53,606,701,168
Borrowings 9,544,598,132 27,230,268,717 - 36,774,866,849
Deposits & other accounts 506,884,232 1,446,115,768 - 1,953,000,000
Others 146,307,332 494,232,619 194,733,438 835,273,389
Total liabilities 10,197,789,696 29,170,617,104 194,733,438 39,563,140,238
Equity = 5 = 14,043,560,930
Total equity &liabilities 10,197,789,696 29,170,617,104 194,733,438 53,606,701,168
Contingencies &commitments 818,560,311 2,582,854 7,972,553 829,115,718

1n7 Saudi Pak Industrial And Agricultural Investment Company Limited




NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

39.2 Segment details with respect to geographical locations

GEOGRAPHICAL SEGMENT ANALYSIS 2023
In Pakistan O Total

Pakistan
Profit &loss Rupees
Net mark-up/return/profit 334,051,247 - 334,051,247
Inter segment revenue - net - - -
Non mark-up /return /interest income 1,252,654,780 - 1,252,654,780
Total income 1,586,706,027 - 1,586,706,027
Segment direct expenses 561,444,817 - 561,444,817
Inter segment expense allocation - - -
Total expenses 561,444,817 - 561,444,817
Provisions 467,368,564 - 467,368,564
Profit before tax 557,892,646 - 557,892,646
Balance sheet
Cash &bank balances 224,887,948 - 224,887,948
Investments 35,336,523,039 - 35,336,523,039
Netinter segmentlendings - - -
Lendings to financial institutions 3,249,994,713 - 3,249,994,713
Advances - performing 7,997,516,086 - 7,997,516,086

- non-performing net of provision 264,704,056 - 264,704,056
Others 9,063,794,619 - 9,063,794,619
Total asset: 56,137,420,461 = 56,137,420,461
Borrowings 37,199,288,126 - 37,199,288,126
Deposits & other accounts 3,665,000,000 - 3,665,000,000
Netinter segment borrowing - - -
Others 1,094,257,042 - 1,094,257,042
Total liabilities 41,958,545,168 = 41,958,545,168
Equity 14,178,875,293 - 14,178,875,293
Total equity &liabilities 56,137,420,461 - 56,137,420,461
Contingencies & commitments 6,483,508,895 - 6,483,508,895
2022
In Pakistan O Total

Pakistan
Profit &loss
Net mark-up/return/profit 499,288,695 - 499,288,695
Inter segmentrevenue - net o o o
Non mark-up /return /interest income 740,237,947 = 740,237,947
Total Income 1,239,526,642 - 1,239,526,642
Segment direct expenses 527,560,958 - 527,560,958
Inter segment expense allocation - - -
Total expenses 527,560,958 - 527,560,958
Provisions 318,010,719 - 318,010,719
Profit before tax 393,954,965 - 393,954,965
Balance sheet
Cash &bank balances 244,312,890 - 244,312,890

Investments
Netinter segment lendings
Lendings to financial institutions

36,321,015,128

36,321,015,128

Advances - performing 8,610,024,073 - 8,610,024,073

- non-performing net of provision 509,265,989 - 509,265,989
Others 7,922,083,088 = 7,922,083,088
Total asset: 53,606,701,168 = 53,606,701,168
Borrowings 36,774,866,849 = 36,774,866,849

Deposits & other accounts
Net inter segment borrowing

1,953,000,000

1,953,000,000

Others 835,273,389 - 835,273,389
Total liabilities 39,563,140,238 - 39,563,140,238
Equity 14,043,560,930 - 14,043,560,930
Total equity &liabilities 53,606,701,168 - 53,606,701,168
Contingencies & commitments 829,115,718 - 829,115,718
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
Rs '000'
41.  CAPITAL ADEQUACY, LEVERAGE RATIO &LIQUIDITY REQUIREMENTS

Minimum Capital Requirement (MCR):

6,765,000 6,765,000
Capital Adequacy Ratio (CAR):
Eligible Common Equity Tier 1 (CET 1) Capital 12,299,877 12,253,559
Eligible Additional Tier 1 (ADT 1) Capital - -
Total Eligible Tier 1 Capital 12,299,877 12,253,559
Eligible Tier 2 Capital 1,680,616 1,124,774
Total Eligible Capital (Tier 1 + Tier 2) 13,980,493 13,378,333
Risk Weighted Assets (RWAs):
Credit Risk 26,355,145 22,217,420
Market Risk 4,035,153 6,111,660
Operational Risk 3,099,671 2,876,520
Total 33,489,970 31,205,600
Common Equity Tier 1 Capital Adequacy ratio 36.73% 39.27%
Tier 1 Capital Adequacy Ratio 36.73% 39.27%
Total Capital Adequacy Ratio 41.75% 42.87%

As of December 2023, the Company is required to meet a Tier 1 to RWA ratio and CAR, including CCB, of 7.5% and 11.5%
respectively.

Standardized Approach is used for calculating the Capital Adequacy for Market and Credit Risk while Basic Indicator
Approach (BIA) is used for Operational Risk.

Leverage Ratio (LR):

Eligible Tier-1 Capital 12,299,877 12,253,559
Total Exposures 62,329,101 53,966,116
Leverage Ratio 19.73% 22.71%

Liquidity Coverage Ratio (LCR):

Total High Quality Liquid Assets 4,903,416 4,639,985
Total Net Cash Outflow 2,987,739 3,295,451
Liquidity Coverage Ratio 164.12% 140.80%

Net Stable Funding Ratio (NSFR):

Total Available Stable Funding 37,546,620 36,098,612
Total Required Stable Funding 24,290,905 21,362,298
Net Stable Funding Ratio 154.57% 168.98%

411 The link to the full disclosures for capital adequacy, leverage and liquidity ratios will be available at
https://www .saudipak.com/financial/
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

42. RISK MANAGEMENT

Saudi Pak Industrial & Agricultural Investment Co. Ltd. (the Company) defines risk as the possibility that an
action or event could have adverse outcomes, which could either result in a direct loss of earnings / capital, or
the imposition of constraints on the ability to meet objectives. In the normal course of business, the Company
is exposed to various risks, including, but not limited to, credit, market, liquidity, and operational risks. The
Company recognizes that management of these risks is essential for maintaining financial viability and
achieving objectives. In this regard, the Company's approach to risk management is to ensure the ongoing
alignment of its risk levels with its risk appetite through a coordinated set of activities that direct and control
the Company with regard to risk.

The Company's overall appetite for risk is governed by its Board of Directors (Board) approved "Risk
Management Policy", which delineates key definitions, roles and responsibilities, risk appetite / risk limits, and
principles for managing risk across the Company. The Company's Risk Management Framework, comprising
of the Risk Management Policy, other Board-approved policies, procedural manuals, sound management
information system (MIS) and reporting, and clearly articulated roles, responsibilities and accountabilities, is
fundamental to the Company's overall risk management culture and awareness.

The Company recognizes that responsibility for risk management resides at all levels, since the risk
management processes rely on individual responsibility and independent oversight. The Board, duly
supported by its Risk Management Committee, is accountable for ensuring that adequate and sound
structures and policies are in place for risk management. The Management's role is to transform strategic
decisions and risk appetite set by the Board into effective processes and systems, and to institute an
appropriate hierarchy to execute and implement the approved policies and procedures. In this regard, the
Company has implemented a three-line-of-defense approach, wherein as a first line of defense, risk
management activities are performed in the business units and functional support units, with the Divisional
Heads being accountable for managing risk in their area of operations in accordance with the Risk
Management Framework, as well as for the results (both positive and negative) of taking these risks.

To assist in discharge of these responsibilities and accountabilities, various cross-functional committees have
been constituted at the Senior Management level, and delegation of authority in financial / operational
powers for the Divisions / Regional Offices has been clearly defined. The Risk Management Division (RMD)
and Compliance Division (CD) serve as second-line of defense by providing independent oversight of the
Company's risk-taking activities and regulatory compliance respectively. The RMD's responsibilities include
the design of a clear, transparent and well-aligned Risk Management Policy, independent pre-approval risk
reviews of proposals and policies, and ongoing assessment, monitoring and reporting of risks at the portfolio
and enterprise level through a broad spectrum of techniques.

The second-line-of-defense is further strengthened through the presence of cross-functional committees
such as Risk Review Committee, Operational Risk Management Committee and Compliance Committee. The
Internal Audit Division functions as the third-line-of-defense, with direct reporting to the Audit Committee of
the Board and independently carrying out internal audits in line with its approved roles and responsibilities.

On an enterprise level, risk monitoring results for the year revealed that the Company's Capital Adequacy

Ratio (CAR) remained well above both the internal as well as the regulatory requirements throughout the
year, and that the capital and liquidity position remained resilient even under stress.

Saudi Pak Industrial And Agricultural Investment Company Limited




NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

42.1 Credit Risk

Credit risk is the risk of loss to the Company's earnings or capital arising from the potential that an obligor is
either unwilling to perform on an obligation or its ability to perform on such obligation is impaired. Credit risk
arises primarily from the Company's advances / debt investments portfolio and lending to financial
institutions (Fls) portfolio. Credit risk may also arise at the portfolio level in case of inadequate diversification
of the advances portfolio, in terms of industrial sectors, regions, products, or clients.

Pursuit of credit risk is essential to fulfilling the corporate objectives of the Company, and is a primary source of
income, conversely, also constituting one of the greatest risk of losses. In this regard, focus is primarily on bankable
transactions, offering adequate risk & reward relationship with satisfactory security support. The Company's credit
risk management process encompasses identification, assessment, monitoring and control of credit risk exposures.
As part of this process, obligor risk, facility risk and environmental risk are carefully evaluated using internal risk rating
methodologies, as articulated in the Company’s Internal Credit Risk Rating Policy.

Advances exposures are invariably secured by credit risk mitigants in the form of various types of collateral /
security with adequate margins. Readily marketable / liquid securities / urban properties are preferred over
other forms of collateral. Credit risk stress testing is regularly carried out to identify vulnerable areas for
initiating corrective action, if necessary. Regular assessment, monitoring and reporting of the performing &
non-performing credit risk portfolio in terms of trends & concentrations, is made by the Risk Management
Division (RMD) to the Risk Review Committee and Risk Management Committee of the Board.
Board-approved Credit Policy, Credit Risk Policy, Credit Administration Policy, and Special Asset Management
Policy are in place, clearly establishing relevant roles and responsibilities, selection criteria, principles and
limits for credit risk.

Specific norms for appraisal, sanctioning, documentation, inspections and monitoring, maintenance,
rehabilitation and management of assets have been stipulated. Internal controls and processes in place for
credit risk management also include:

- Well-defined credit approval and disbursement mechanism, with deliberation at cross-functional
committee, and review by independent functions;

- Post-disbursement credit administration, monitoring and review, including review of credit ratings;

- Board-approved borrower / group limits well within those prescribed in terms of Prudential Regulations,
along with other limits on portfolio concentration, e.g. sectoral limits;

- Board-approved counterparty limits for lendings to Fls in place and regularly reviewed;

- Clear lines of authority for Treasury transactions, and independent Back Office / Settlement Division in
place to process deals;

- Independent Middle Office in place at RMD to monitor lending to Fls limit compliance;

- Credit Risk Management Committee-approved insurer-wise limits and eligible valuers in place and
reviewed annually;

- Policies & procedures circulated amongst concerned functionaries through the Company's intranet; and

- Various training initiatives to enhance credit risk knowledge for concerned personnel.
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NOTES TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

Dedicated Special Asset Management Division (SAMD) and Law Division (LD) are in place to manage past due
and impaired assets through litigation, workout or other remedial measures, as appropriate. The Company
adheres to the SBP instructions for definitions of past due and impaired assets in the Corporate / Commercial,
SME-Medium Enterprise, and SME-Small Enterprise categories respectively.

In addition, the Company applies ECL model for recognizing allowance for credit loss in accordance with IFRS
9 as disclosed in note 5.1.2 to the financial statements.

The Company employs the Basel Standardized Approach to determine capital requirements for credit risk. As
per SBP Guidelines, the Company recognizes VIS and PACRA as approved rating agencies and applies their
ratings where available to determine appropriate risk weight by using mapping criteria prescribed by SBP.
Also the Company developed its internal credit rating policy for assigning obligor risk rating (ORR) as per SBP
guidelines. ORR are assigned based on a time horizon that covers the life of the credit. ORR is assigned on a
scale of 12 grades, with the first 4 grades (I-IV) representing stage 1 borrowers and afterword 5 grades (V-IX)
representing stage 2 in increasing order of riskiness and the last 3 grades (X-XIl) representing stage
3/non-performing borrowers. In absence of risk ratings, the exposures are treated as unrated and relevant risk
weights are applied. The Company follows Simple Approach for credit risk mitigation in its Basel capital
calculation. Under Simple Approach, the risk weight of the mitigant is substituted for the risk weight of the
counterparty to the extent coverage is provided by the mitigant, provided the former risk weight is lower
than the latter.

The Company is presently not involved in securitization activities.

The Company's maximum credit risk exposure as at December 31, 2023 amounted to:

2023 2023
Without With
benefit of benefit of
collateral collateral
---------------- Rupees ----------------

. S P 220,000,000 3,030,155,700
Lending to financial institutions

Debt investments
. ] . - 1,567,104,869
g (excluding Government of Pakistan local currency denominated debt) } 8,262,220,142
SRS 220,000,000 12,859,480,711

Saudi Pak Industrial And Agricultural Investment Company Limited
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
Rupees
42,14 Contingencies and Commitments
Commitments: credit risk by industry sector
Textile 500,000,000 378,000,000
Chemical and Pharmaceuticals 370,000,000 -
Cement 5,264,695 5,264,695
Sugar - 112,000,000
Electronics and electrical appliances 200,180,779 52,390,289
Power (electricity), Gas, Water, Sanitary 3,570,000,000 70,000,000
Transport, Storage and Communication 200,000,000 =
Financial 1,326,800,526 200,000,000
Services 275,000,000 -
Others 36,262,895 11,460,734
6,483,508,895 829,115,718
Credit risk by public / private sector
Public/ Government 1,326,800,256 -
Private 5,156,708,639 829,115,718
6,483,508,895 829,115,718

42.1.5 Concentration of Advances

Top 10 exposures of the Company on the basis of total (funded and non-funded exposures) aggregated to Rs. 7,977
million (2022: Rs. 7,153 million) as follows:

2023 2022
Rupees
Funded 5,277,467,905 7,153,388,076
Non Funded 2,700,000,000 =
Total Exposure 7,977,467,905 7,153,388,076

The sanctioned limits against these top 10 exposures aggregated to Rs. 8,650,000,000 (2022: Rs. 8,025,000,000).

2023 2022
Credit loss .
Amount Amount Provision held
allowance held
Rupees
Total funded classified therein
Substandard - - - -
Doubtful - - - -
Loss - - - -
Total - - - -
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

42.2 Market Risk

Market risk is the risk of loss to the Company's earnings or capital arising from potential movements in
market risk factors, such as interest rates, equity prices and foreign exchange rates. The Company is
exposed to market risk from its banking book as well as trading book exposures, the latter of which
includes FVOCI & FVPL investments in debt & listed equity instruments. The Company uses Basel
Standardized Approach to assess the market risk for its trading book exposures. The portfolios covered
under the approach include the FVOCI & FVPL investments in debt and listed equity instruments. The
capital charge required there against is presented in Note 41.

The market risk strategy of the Company is to maximize returns while keeping exposure to market risk at or
below the approved levels, provided in the shape of market risk limits. Board-approved Treasury Policy,
PMD Investment Policy and Market Risk Policy are in place with defined market risk management
parameters / limits to control market risk levels. The Treasury Division (TD) and Portfolio Management
Division (PMD) consider economic and market conditions, along with the Company's portfolio mix,
diversification and expertise when setting and executing annual business strategy and reviewing policy.

Assets / Liability Management Committee (ALCO) meets monthly, and evaluates liquidity, market and
interest rate risk as part of its approved Terms of Reference. An independent Market & Liquidity Risk
/Middle Office Unit housed in RMD is tasked to, inter alia, independently monitor, measure and analyze
market risk of the Company on daily basis, perform risk review of day-to-day PMD & TD activities, escalate
any limit breaches or exceptions on the same working day of identification, review the Company’s interest
rate risk management framework & methodology, and prepare risk reports for ALCO and RMCB, including
review of performance of the investment portfolio.

The Company uses a comprehensive suite of risk measurement techniques to assess market risk in the
trading book, which includes monitoring levels and trends in mark-to-market, price value of basis point
(PVBP), beta, and Value-at-Risk (VaR) metrics, as well as stress tests and sensitivity analyses based on these
measures. VaR is calculated for all trading book positions and portfolios on a daily basis, and measures the
estimated maximum loss over a defined horizon based on historical simulation.

The Company calculates its VaR with a 1-day, 10-day and 30-day horizon period using a one-tail, 99%
confidence interval in accordance with Basel specifications. The 1-day VaR is further back tested on daily
basis against next day's P&L based on actual observed movements in market risk factors. Back testing
results suggest that the model is currently providing an appropriate estimate of the risk. For interest rate
risk in the banking book, the Company primarily relies on gap analysis & static simulation model. Stress
tests are carried out for traded & non-traded market risks on the basis of extreme, yet plausible, stress
scenarios. Results produced by the aforementioned models are included in management and
Board-committee reporting.
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

The Company's objective regarding trading in equities is to maximize the return on equity investment by
acquiring fundamentally strong shares at appropriate levels and maintaining such a balance between
short term and long term investment that can provide maximum possible opportunities to avail both
capital gains and dividend income. The Company's maximum exposure to the stock market is constrained
in terms of the single-stock and aggregate limits prescribed under the SBP Prudential Regulations. Prime
responsibility for managing the Company's equity positions rests with the Portfolio Management Division
(PMD). The Board of Directors has approved sectoral limits, as well as portfolio limits that fall within the
SBP-prescribed aggregate limit for DFIs. ALCO reviews investment climate and stock market investment
strategy & portfolio, and reviews & approves listed stock investment / divestment recommendations by
PMD, and stop loss decision where required. ALCO also monitor and manage investments in unquoted
companies. The Market & Liquidity Risk /Middle Office Unit housed in RMD independently monitors PMD
deals, policy / limit compliance, broker usage, realized/unrealized gain/loss, and generates market risk
metrics such as beta, Value-at-Risk, sensitivity analyses and stress tests. The Unit is responsible for
escalation of any limit breaches to concerned authorities, and also provides monthly / need basis summary
reports to ALCO and periodic performance reports to the Risk Management Committee of the Board. PMD
performance is also regularly reviewed by ALCO through regular reporting by the former, with the latter
also serving as approving authority for the broker panel.

2023 2022
Banking book Trading book Banking book Trading book
Rupees Rupees
Impact of 5% change in equity prices on
- Profit and loss account - 42,211,288 - -
- Other comprehensive income - 26,665,178 - 111,250,320

42.2.3 Equity position Risk

The Company's objective regarding trading in equities is to maximize the return on equity investment by
acquiring fundamentally strong shares at appropriate levels and maintaining such a balance between
short term and long term investment that can provide maximum possible opportunities to avail both
capital gains and dividend income. The Company's maximum exposure to the stock market is
constrained in terms of the single-stock and aggregate limits prescribed under the SBP Prudential
Regulations. Prime responsibility for managing the Company's equity positions rests with the Portfolio
Management Division (PMD). The Board of Directors has approved sectoral limits, as well as portfolio
limits that fall within the SBP-prescribed aggregate limit for DFIs. ALCO reviews investment climate and
stock market investment strategy & portfolio, and reviews & approves listed stock investment /
divestment recommendations by PMD, and stop loss decision where required. ALCO also monitor and
manage investments in unquoted companies. The Market & Liquidity Risk /Middle Office Unit housed in
RMD independently monitors PMD deals, policy / limit compliance, broker usage, realized/unrealized
gain/loss, and generates market risk metrics such as beta, Value-at-Risk, sensitivity analyses and stress
tests. The Unit is responsible for escalation of any limit breaches to concerned authorities, and also
provides monthly / need basis summary reports to ALCO and periodic performance reports to the Risk
Management Committee of the Board. PMD performance is also regularly reviewed by ALCO through
regular reporting by the former, with the latter also serving as approving authority for the broker panel.
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

Banking book Trading book Banking book Trading book
---------------- Rupees———— Rupees

- 42,211,288 = =

- 26,665,178 = 111,250,320

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

42.2.4 Yield/Interest Rate Risk in the Banking Book (IRRBB)-Basel Il Specific

The Company's interest rate risk arises from its trading book and banking book. Interest rate risk in the
trading book is a result of FVPL & OCl investments in debt instruments that are reported at fair value, and
whose value is influenced by prevailing interest rates. The Company's interest rate risk exposures in the
banking book originate from financial assets & liabilities that are exposed to different points in the yield
curve, and are not matched in terms of repricing / maturity dates or interest rate basis. Since the Company
does not take non-maturity deposits and bulk of its loans are floating-rate in nature,
optionality/prepayment-related interest rate risk is insignificant.

The primary objective of interest rate risk management is to control exposure to interest rate risk, within
approved limits. The Company has Board-approved Treasury Policy and Interest Rate Risk Management
Framework in place that govern the interest rate risk management process. The Treasury Division directly
functions to manage interest rate risks through diversification of exposures and structuring matching
asset/liability transactions. The ALCO provides oversight of interest rate risk, including articulating interest
rate view, deciding on future business strategy, monitoring interest rate risk and deliberating on mitigation
measures. To control interest rate risk in the trading book, duration limits are in place for the fixed income
investment portfolio, in terms of the Treasury Policy. To control interest rate risk in the banking book, target
levels have been established on the repricing/ maturity gaps in each time band, as determined through
slotting of interest-rate sensitive assets and liabilities according to contractual repricing / maturity dates,
whichever is earlier, and ALCO-approved earnings at risk tolerance limit is also in place. The Market &
Liquidity Risk / Middle Office Unit monitors limit compliance, reviews the interest rate risk management
framework, develops interest rate risk measurement methodology, and provides monthly & quarterly
reports to ALCO. Interest rate risk measurement methodology currently employed by the Company for the
trading book includes marking-to-market, price value of basis point (PVBP), sensitivity analyses / stress
testing and Value-at-Risk. For the banking book, methodology is based on gap analysis and static
simulation, with an earnings and economic value perspective, as well as stress testing.

Saudi Pak Industrial And Agricultural Investment Company Limited
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

42.3 Operational Risk
Operational risk is the risk of loss resulting from inadequate or failed internal processes, people, systems or
from external events. Types of events that can lead to operational risk include:

- Internal / external fraud events

- Employment practices & workplace safety events
- Clients, products & business practices events

- Damage to physical assets events

- Business disruption and system failures events

- Execution, delivery & process management events

Types of operational risk losses can include monetary, regulatory, client, or health & safety loss, or legal
liability / inability to enforce legal claim, and measures that may be taken to mitigate losses include
improving underlying processes through enhanced internal controls, having contingency plan / backup
arrangements in place, and ensuring adequate insurance coverage.

The Company's operational risk management process is governed by the Operational Risk Management
Framework ("ORMF") and Operational Risk Policy which have been duly approved by the Board of
Directors. The operational risk management structure comprises the line management as first line of
defense, an independent Operational Risk Management Unit ("ORMU") operating under the Risk
Management Division ("RMD") as second line of defense, and independent Internal Audit as third line of
defense. An organizational culture of integrity and discipline built through trainings and appropriate
hiring, and separation of duties and principles of internal control as embedded in relevant policies and
procedures, are key principles for operational risk management. Operational Risk Coordinators ("ORCs")
that have been established from each division work with the ORMU to identify, analyze, explain and
mitigate operational issues within their respective areas of expertise. The ORMU develops and updates the
ORMF, implements operational risk measurement and reporting, and coordinates with ORCs to source
necessary information and promote sound operational risk management. Senior management-level
Operational Risk Management Committee ("ORMC") meets quarterly / need basis with the goal to assure
that actions are being taken to meet the stated objective of operational risk management in the Company.
Presently loss data, key risk indicators, risk & control self-assessments, and scenario analysis are being used
to assess operational risk. Operational risk reports on the basis of these tools, along with suggested risk
mitigants where required, are presented by ORMU to the ORMC. Operational risk reports are also discussed
as part of the agenda of meetings of Risk Management Committee of the Board ("RMCB").

In order to ensure business continuity, resumption and recovery of critical business process after a disaster,
the Company has a robust Business Continuity Plan / Disaster Recovery Plan in place, with off-site backup
and regular testing carried out. The Company also has a Technology Governance Framework & IT Security
Policy in place, addressing issues such as incident reporting, risk identification, IT controls and systems
security, with added oversight provided by regular meetings of the IT Steering Committee of management.
KYC / AML Policies are also in place for Credit and Treasury activities.

Basic Indicator Approach with capital charge of 15% of average gross income for previous 3 years has been

applied for Operational Risk. Loss data process has been fully implemented, with ORCs providing details for
events / near misses / potential losses through an in-house software.

Saudi Pak Industrial And Agricultural Investment Company Limited
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42.4 Liquidity Risk

Liquidity risk is the potential for loss arising from either an inability to meet obligations or to fund increase
in assets as they fall due without incurring unacceptable cost or losses.

The liquidity risk strategy of the Company is to strive to maintain liquidity at an acceptable level over the
short- and long-term, in order to settle financial obligations in a timely and economical manner. Liquidity
Risk Policy, Treasury Policy and Contingency Funding Plan are in place to govern the liquidity risk
management process. The prime responsibility for the management of liquidity risk lies with Treasury
Division (TD) which ensures that the Company's operations can meet its current and future funding needs.
Mix of Saudi Pak assets and liabilities is monitored by TD to ensure that gaps are efficiently managed, and
target gap levels are in place. Regulatory limits (e.g. Statutory Liquidity Requirement [SLR], Net Stable
Funding Ratio [NSFR]) are monitored and returns are submitted. Internal limit on liquid assets to total
borrowings and deposits is also in place. TD further aims for effective diversification of sources of
borrowing / liquidity. The Company's leverage also remains well within parameters allowed by SBP,
ensuring a stable source of liquidity in the form of capital. ALCO provides additional oversight for liquidity
risk management through its monthly meetings. The Market & Liquidity Risk / Middle Office Unit housed in
RMD independently reviews liquidity risk policy, and monitors liquidity ratios, gaps and funding
concentrations on daily basis, providing regular reporting on the same to ALCO along with stress testing,
with timely escalation in case of any limit breach. The Company overall strives to maintain a strong market
reputation and to keep credit risk and market risk within manageable limits so that these risks may not
trigger any undesirable liquidity crunch.
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NOTES TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

42.5 Derivative Risk

Presently the Company does not have exposure in derivative products, and consequently is not exposed to
derivatives-related risk.

43 DATE OF AUTHORIZATION

These unconsolidated financial statements were authorized for issue by the Board of Directors of the Saudi
Pak Industrial and Agricultural Investment Company Limited on March 8, 2024.

"GM/Chief Executive Chief Financial Officer Director Director Director

SAUDI PAK INDUSTRIAL AND AGRICULTURAL INVESTMENT COMPANY LIMITED
STATEMENT SHOWING WRITTEN OFF LOANS OR ANY OTHER FINANCIAL RELIEF
OF FIVE HUNDRED THOUSAND RUPEES OR ABOVE,

PROVIDED DURING THE YEAR JANUARY - DECEMBER 31, 2023

(Rupee in million
Outstanding liabilities at the beginning of Other Total
S. Name of individual / Fathers' / Husband the year Principal | Mark up financial
No. Name and address Partners / Directors CNIC No. Nanme Principal | Mark up Others Total |written offf waived relief
provided
1 2 3 4 5 6 7 8 9 10 1" 12 13
1 N/A N/A N/A N/A
| 0.000 I 0.000 I 0.000 | 0.000 | 0.000 I 0.000 I 0.000 I 0.000 |

Saudi Pak Industrial And Agricultural Investment Company Limited
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Grant Thornton Anjum
Rahman

302 B, 3rd Floor,
Evacuee Trust Complex,
Aga Khan Road, F-5/1,

INDEPENDENT AUDITOR’S REPORT lolamabad. Palistan.

T +92 61 2271906

To the members of F +92 51 2273874

Saudi Pak Industrial and Agricultural Investment Company Limited
Opinion

We have audited the annexed consolidated financial statements of Saudi Pak Industrial and Agricultural
Investment Company Limited and its subsidiary (the Group), which comprise the consolidated statement of
financial position as at December 31, 2023 and the consolidated statement of profit or loss, the consolidated
statement of comprehensive income, the consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the consolidated financial statements, including a
material accounting policies information.

In our opinion, consolidated financial statements give a true and fair view of the consolidated financial position of
the Group as at December 31, 2023, and its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with the accounting and reporting standards as applicable in Pakistan.

Basis for Opinion

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

Emphasis of Matter

We draw attention to note 22.3.1 to the accompanying consolidated financial statements describing in detail the
status of tax contingencies. Our opinion is not modified in respect of this matter.

Key Audit Matter

Key audit matter is the matter that, in our professional judgment, was of most significance in our audit of the
consolidated financial statements of the current year. This matter was addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion therecon, and we do not provide a separate
opinion on this matter. w

Chartered Accountants grantthornton.pk
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O GrantThornton

Following is the key audit matter:

Key audit matter

How the matter was addressed in our audit

[ #4 1 .

(Refer to note 5.1 to the consolidated financial
staternents)

The Holding Company ecarly adopted the IFRS 9
‘Financial Instruments’ effective from January 01, 2023,
as permitted by the State Bank of Pakistan (SBP) vide
its circular BPRD circular No. 07 dated April 13, 2023,
which resulted changes in accounting policies and
adjustments to amounts previously recognized in the
consolidated financial statements. As permitted by
IFRS 09, the requirements have been applied
retrospectively without restating the comparatives. As a
result, the difference between the previously reported
carrying amounts and new carrying amounts of
financial instruments as of December 31, 2022 and
January 01, 2023 amounting to Rs. 527,955,514 has
been recognized in opening retained earnings. The new
standard provides significant changes to classification
and measurement of financial assets. The new standard
also requires to recognize Expected Credit Losses
(ECL) which require significant judgement and
estimates to be made by the holding Company.

The key changes arising from the adoption of IFRS 9
are that the holding Company’s credit losses are now
based on expected credit losses rather than an incurred
loss model. Further, there are significant changes in the
accounting policies, transition disclosure requirements
and numerous estimates and judgements involved in
the first time adoption of IFRS 9 which are detailed in
note 5.1 to the consolidated financial statements.

Since the adoption of IFRS 9 and recognition of ECL
as per model requiring significance time and resource
to audit and material to overall consolidated financial
statements, we considered this area as key audit matter.

With respect to classification, measurement and ECL
provision against financial assets we performed, among
others, the following audit procedures:

a. Read the Holding Company’s IFRS 9 based
classification, measurement and impairment
provisioning policy and compared the same
with the requirements of IFRS 09;

b. Obtained an understanding and reviewed the
Holding ~ Company’s  business  model
assessment;

¢. Updated the IT understanding on applications
relevant to financial reporting including ECL
model;

d. Read and discussed with management, the IFRS
9 Application Instructions Issued by SBP
through its BPRD Circular No. 03, dated July
05, 2022;

e. Evaluated the reasonableness of opening
balance adjustments and review the transitional
disclosures in compliance with the relevant
standards;

f. Evaluated the reasonableness of Holding
Company’s determination of significant increase
in credit risk (SICR) and the resultant basis for
classification of exposures into various stages.
For a sample of exposures, we checked the
appropriateness of the holding Company’s

staging;

g Checked the key data sources used in ECL
model and for a sample of obligors the
correctness of historical data input in ECL
model has been tested;

h. Checked on sample basis the accuracy of the
Exposure at Default (EAD), appropriateness of
the Probability of Default (PD) and calculations
of the Loss Given Default (LGD) used in the
Holding Company’s ECL model. Also read the
internal risk rating reports to test the
correctness of internal credit risk ratings used in
the ECL model on sample basis;

i.  For stage 3 items checked that the impairment
provisions have been recognized in the
consolidated financial statements at higher of

&

Saudi Pak Industrial And Agricultural Investment Company Limited




o GrantThornton

determined under IFRS 9 or applicable
Prudential regulations;

j  Checked the completeness of financial assets
including off balance sheet items included in
ECL calculation;

k. Checked the arithmetical accuracy of the ECL
model; and

l.  Assessed the consolidated financial statements
disclosures arising on early adoption of IFRS 09
for appropriateness.

Information Other than the Consolidated Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises of information to be
included in the annual report that shall also include the directors’ report but does not include the consolidated
financial statements and our auditor’s report thereon. The other information obtained at the date of audit report is
information included in directors’ report while the complete set of annual report is expected to be made available to
us after the date of this auditor’s report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.

If, based on the work we have performed on the other information obtained at the date of this auditor’s report, we
conclude that there is a material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

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

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

In preparing the consolidated financial statements, management is responsible for assessing the Group’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 Group or to cease operations, or has no realistic

alternative but to do so.

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

\
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

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

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 Group’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
consolidated 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 Group to cease to continue as a going concern.

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

Obrain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

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.

The engagement partner on the audit resulting in this independent auditor’s report is Hassaan Riaz.

Gronl Jhototton Aaym el

Grant Thornton Anjum Rahman
Chartered Accountants

Place: Islamabad

Date: March 08, 2024

UDIN: AR202310164HT8aPYpNA

Saudi Pak Industrial And Agricultural Investment Company Limited



CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

AS AT DECEMBER 31, 2023
2023 2022
Note Rupees

ASSETS
Cash and balances with treasury banks 6 134,586,641 116,440,110
Balances with other banks 7 96,679,459 137,866,992
Lendings to financial institutions 8 3,249,994,713 =
Investments 9 34,969,187,555 36,154,009,926
Advances 10 8,262,473,645 9,119,337,560
Non-current asset classified as held for sale 11 - -
Property and equipment 12. 4,517,792,493 4,384,554,352
Intangible assets 13 6,457,046 6,392,003
Deferred tax assets 18 177,686,482 61,321,766
Other assets 14 4,845,140,675 3,702,657,861
Development properties 15 181,781,774 192,734,028

56,441,780,483 53,875,314,598
LIABILITIES
Bills payable - -
Borrowings 16 37,199,288,126 36,774,866,849
Deposits and other accounts 17 3,665,000,000 1,953,000,000
Lease liabilities - -
Subordinated debt - -
Deferred tax liabilities 18 - =
Other liabilities 19 1,084,766,462 810,490,215

41,949,054,588 39,538,357,064
NET ASSETS 14,492,725,895 14,336,957,534
REPRESENTED BY
Share capital 20 6,765,000,000 6,765,000,000
Statutory reserve 1,532,998,733 1,431,486,211
General reserve 358,662,940 358,662,940
Surplus on revaluation of assets 21 1,579,378,416 1,313,231,385
Unappropriated/ Unremitted profit 4,256,685,806 4,468,576,998

14,492,725,895 14,336,957,534
CONTINGENCIES AND COMMITMENTS 22

The annexed notes 1to 44 and annexure | form an integral part of these consolidated financial statements.

L
Chief Fi}e\n cial Officer D or, Director Director

GM/[Z hjef Exééut%e
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CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED DECEMBER 31, 2023

2023 2022
Note Rupees
Mark-up / retum / interest eamed 24 9,916,715,905 5,186,890,998
Mark-up / retum / interest expensed 25 9,558,317,577 4,661,361,977
Net mark-up / interestincome 358,398,328 525,529,021
NON MARK-UP / INTEREST INCOME
Fee and commission income 26 56,521,359 8,950,000
Dividend income 423,218,802 415,684,929
Foreign exchange income 7,320,848 6,551,295
Income / (loss) from derivatives = =
(Loss) / gain on securities 27 491,598,591 67,495,895
Otherincome 28 286,987,616 273,076,812
Total non-markup / interest income 1,265,647,216 771,758,931
Total income 1,624,045,544 1,297,287,952
NON MARK-UP / INTEREST EXPENSES
Operating expenses 29 568,050,356 536,171,894
Workers welfare fund - -
Other charges 30 - 30,000
Total non-markup / interest expenses 568,050,356 536,201,894
Profit before credit loss allowance / provisions 1,055,995,188 761,086,058
Credit loss allowance / Provisions and write offs - net 31 467,368,564 318,010,719
Profit before taxation 588,626,624 443,075,339
Taxation 32 60,274,328 90,273,997
Profit aftertaxation 528,352,296 352,801,342
Basic and diluted eamings pershare 33 0.781 0.522

The annexed notes 1to 44 and annexure | form an integral part of these consolidated financial statements.

N W =

\d

GM%Nef E)iecutive Chief Fin\n cial Officer Dir\ector Director Director
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
Rupees

Profit after taxation for the year 528,352,296 352,801,342
Othercomprehensiveincome/ (loss)
Items that may be reclassified to profit and loss
account in subsequent periods:
Movement in surplus / (deficit) on revaluation of debt instrument

130,025,854 (406,969,314)
through FVOCI/Investment - net of tax

130,025,854 (406,969,314)
Items that will not be reclassified to profit and loss
account in subsequent periods:

342,479 135,527

Remeasurement gain / (loss) on defined benefit obligations - net of tax ( )
Movement in surplus / (deficit) on revaluation of investmentin equity
. 255,520,526 -
investments - net of tax

255,863,005 (135,527)
Total comprehensiveincome/ (loss) 914,241,155 (54,303,499)

The annexed notes 1to44 and annexure | form an integral part of these consolidated financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

FORTHE YEAR ENDED DECEMBER 31, 2023

2023 2022
Note Rupees
Cash flow from operating activities
Profit before taxation 588,626,624 443,075,339
Less: dividend income (423,218,802) (415,684,929)
165,407,822 27,390,410
Adjustments:
Depreciation 171,720,114 167,855,891
Depreciation on right-of-use assets - -
Amortization 13 3,926,760 4,422,525
Credit loss allowance / Provision and write-offs 31 467,368,564 318,010,719
Loss /(gain) on sale of fixed assets (258,493) (22,753,534)
Gain on disposal of non banking assets i .
Interest expense on lease liability against ROU assets - -
Charge for defined benefit plan 29.1 10,094,219 10,887,223
Charge for compensated absences 29.1 4,473,971 7,694,770
Unrealized gain - FVPL / held for trading 9.1 (281,748,756) (1,347,140)
375,576,379 484,770,454
540,984,201 512,160,864
(Increase) / decrease in operating assets
Lendings to financial institutions (3,250,155,700) -
Securities classified as FVPL / Held-for-trading 981,341,610 (85,015,635)
Development properties 10,952,254 5,476,135
Advances 2,158,035 (2,365,124,489)
Others assets (excluding advance taxation) (1,061,110,410) (1,070,619,261)
(3,316,814,211) (3,515,283,250)
(Decrease) / increase in operating liabilities
Borrowings from financial institutions 424,421,277 10,318,247,877
Deposits 1,712,000,000 (958,587,775)
Other liabilities (excluding current taxation) 238,434,672 301,887,484
2,374,855,949 9,661,547,586
Payments against off-balance sheet obligations - -
Payment to defined benefit plan and compensated absences (14,824,991) (17,895,125)
Income tax paid (1,006,923,016) (681,095,983)
Net cash flow (used in) / from operating activities (1,422,722,068) 5,959,434,092
Cash flow from investing activities
Net investments in securities classified as FVOCI/ available-for-sale 765,245,621 (6,690,909,105)
Net investments in amortized cost / held-to-maturity securities 566,093,622 425,869,382
Dividends received 374,105,308 423,911,060
Investments in operating fixed assets (312,041,592) (88,414,215)
Proceeds from sale of fixed assets 6,456,071 25,803,951
Sale proceeds from disposal of non banking assets - -
Net cash flow from / (used in) investing activities 1,399,859,030 (5,903,738,927)
Cash flow from financing activities
Payments against lease liabilities - -
Dividend paid - (82,500,000)
Net cash flow used in financing activities - (82,500,000)
Effects of exchange rate changes on cash and cash equivalents - -
(Decrease) / increase in cash and cash equivalents (22,863,038) (26,804,835)
Cash and cash equivalents at beginning of the year 254,307,102 281,111,937
Cash and cash equivalents at end of the year 34 231,444,064 254,307,102

The annexed notes 1to44 and annexure | form an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

1. STATUS AND NATURE OF BUSINESS

Saudi Pak Industrial and Agricultural Investment Company Limited (the Holding Company) was incorporated in Pakistan
as a private limited company on December 23,1981 and subsequently converted to public limited company on April 30,
2008. The Company is jointly sponsored by the Governments of Kingdom of Saudi Arabia (KSA) and the Government of
the Islamic Republic of Pakistan. The Company is a Development Financial Institution (DFI) and principally engaged in
investmentin the industrial and agro-based industrial projects in Pakistan on commercial basis and markets its products
in Pakistan and abroad. The Company was initially setup for a period of fifty years and upon mutual consent of the
Government of Kingdom of Saudi Arabia (KSA) and Government of Pakistan the duration of the Company has been further
extended for another period of fifty years.

The registered office of the Holding Company is situated at Saudi Pak Tower, Jinnah Avenue, Islamabad. The Holding
Company is also operating offices in Lahore and Karachi.

The Group consists of Saudi Pak Industrial and Agricultural Investment Company Limited, (the Holding Company) and its
subsidiary company namely Saudi Pak Real Estate Limited (the subsidiary company) and associate company namely
Saudi Pak Leasing Company Limited (the associate company).

Saudi Pak Real Estate Limited (the subsidiary company)

The subsidiary company was incorporated in Pakistan as an unlisted public limited company on November 14, 2006
under the repealed Companies Ordinance, 1984 (now the Companies Act, 2017). The subsidiary company is wholly
owned subsidiary of the Holding Company. The principal place of business of the subsidiary company is Pakistan. The
principal business of the subsidiary company is investment in properties (both for investment and development
purposes), property management services, investment in joint ventures and other related services. The registered office
of the subsidiary company is situated at Saudi Pak Tower, 61-A, Jinnah Avenue, Islamabad.

Saudi Pak Leasing Company Limited (SPLC) (the associate company)

The Holding Company has 35.06% (2022: 35.06%) investment in ordinary share capital and 63% (2022: 63%) of the
issued non-redeemable / convertible preference shares of the associate company. The license of associate company to
carry out business of leasing expired on March 18, 2010 and subsequently has been cancelled on June 30,2021, and is
non-operational. The principal place of business of the associate company is Pakistan. The Group has accounted for the
investment in the associate using the equity accounting of investments as per the requirements of 1AS-28.

During the year, SECP vide its letter dated May 12, 2023, cancelled the SPLC's leasing license and further informed that
SPLC is no longer classified as an NBFC and as such Group’s application for transfer of its shares under Rule 5(6)( e) of
NBFC Rules 2003, could not be processed. The Group obtained a legal opinion as per which this SECP notice does not
forbid Group to continue its efforts for divestment. As Group common stock of SPLC are frozen due to its previous status as
an NBFC, therefore any release and subsequent sale of these shares requires a change in the Memorandum and Article
of Association of the SPLC to be in line with the new status of being a non-NBFC company. Accordingly the Group has
accounted for the investment in the associate using the equity accounting of investments as per the requirements of IAS-
28, as it does not currently fulfills the criteria of IFRS-5, i.e. non-current assets held for sale.

2, BASIS OF PRESENTATION

These consolidated financial statements have been presented in accordance with the requirements of format prescribed
by the State Bank of Pakistan's BPRD Circular No. 02 dated February 09, 2023.

Saudi Pak Industrial And Agricultural Investment Company Limited




NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

2.1

22

3.1

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Holding Company and the financial
statements of subsidiary company from the date on which control of the subsidiary by the Holding Company
commences until the date control ceases. Subsidiary company are those enterprises in which the Holding Company
directly or indirectly controls, beneficially owns or holds more than 50% of the voting securities or otherwise has the power
to elect and appoint more than 50% of its directors. When the Group loses control overa subsidiary, it derecognises the
assets and liabilities of the subsidiary, and any related NCland other components of equity. Any resulting gain or loss is
recognised in consolidated profit or loss. Any interest retained in the former subsidiary is measured at fair value when
control is lost. The financial statements of the subsidiary company are incorporated on a line-by-line basis and the
investment held by the Holding Company is eliminated against the corresponding share capital and pre-acquisition
reserve of subsidiary company in the consolidated financial statements.

The financial statements of subsidiary company are prepared for the same reporting period as the Holding Company,
using accounting policies that are generally consistent with those of the Holding Company. However, Non-banking
subsidiary company in Pakistan follows the requirements of International Financial Reporting Standard (IFRS) 9, Financial
Instruments, Recognition and Measurement as applicable to the subsidiary company, IAS 40, Investment Property and
IFRS 7, Financial Instruments: Disclosures. Intra-group balances and transactions are eliminated.

Associate company is an entity in which the Group has significant influence, but not control, over the financial and
operating policies. Interests in associate company is accounted for using the equity method. It is initially recognized at
cost, which includes transaction costs. Subsequent to initial recognition, the consolidated financial statements include the
Group'’s share of the consolidated profit or loss and consolidated comprehensive income of equity accounted investee,
until the date on which significant influence or control ceases.

Functional and presentation cumrency

Items included in the consolidated financial statements are measured using the currency of the primary economic
environment in which the Group operates. The consolidated financial statements are presented in Pak. Rupee, which is
the Group’s functional and presentation currency.

STATEMENT OF COMPLIANCE

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

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

- Provisions of and directives issued under the Banking Companies Ordinance, 1962 and Companies Act, 2017; and

- Directives issued by the State Bank of Pakistan (SBP) and the Securities and Exchange Commission of Pakistan
(SECP).

Whenever the requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017 or directives issued by
the SBP and SECP differ with the requirements of IFRS, requirements of the Banking Companies Ordinance, 1962, the
Companies Act, 2017 and the said directives shall prevail.
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FINANCIAL STATEMENTS
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32 The SBP, vide its BSD Circular Letter no. 10 dated August 26, 2002 has deferred the applicability of International
Accounting Standard 40, Investment Property, for banking companies and DFIs till further instructions. Further, the SBP,
vide its BSD Circular Letter no. 10 dated September 11, 2002 has deferred the applicability of International Accounting
Standard 39, Financial Instrument; recognition and measurement and IFRS 10, Consolidated Financial Statement was
made applicable from period beginning on or after January 01, 2015 vide S.R.0. 663(1)/2014 dated July 10,2014 by SECP.
However, SECP has directed through S.R.O. 56(1)/2016 dated January 28, 2016, that the requirement of consolidation
under section 2018 of Companies Act, 2017 and IFRS 10is not applicable in case of investment by companies in mutual
funds established under trust structure. Accordingly, the requirements of these standards have notbeen considered in
the preparation of these consolidated financial statements. Further, the SECP, through S.R.O 411(1)/2008 dated April 28,
2008, has deferred the applicability of IFRS 7, Financial Instruments: Disclosures, to banks and DFls.

33 Standards,interpretationefand amendmentstothe publishedaccountingand reportingstandards thatare effectivein
the cumrent year:

There are certain amendments to existing accounting and reporting standards that have become applicable to the Group
for the accounting periods beginning on or after January 1, 2023. These are considered either not to be relevant or not to
have any significant impact on these consolidated financial statements except the IFRS 9 Financial Instruments:
classification and measurement that have significant effect on these consolidated financial statements on its application
as disclosed in note 5.1.

34 Standards, interpretationof and amendmentsto published accountingand reporting standards that are not yet
effective:

The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies Act, 2017
and the amendments and interpretations thereto will be effective for accounting periods beginning on or after 1 January
2024:

o Classification of Liabilities as Current or Non-current and Non-cumrent Liabilities with Covenants - Amendments to
IAS 1

The International Accounting Standards Board (IASB) issued amendments to IAS 1 to specify the requirements for
classifying liabilities as current or non-current. The amendments clarify:

-Whatis meant by right to defer settlement

- That a right to defer settlement must exist at the end of the reporting period

- That classification is unaffected by the likelihood that an entity will exercise its deferral right

-Thatonly if an embedded derivative in a convertible liability is itself an equity instrument would the terms of a liability

notimpact its classification
- Disclosures requirements

The amendments will be effective for annual reporting periods beginning on or after 1 January 2024. Early adoption is
permitted, but will need to be disclosed. The amendments must be applied retrospectively.

(] Lease Liability in a Sale and Leaseback - Amendments to IFRS 16

The amendment to IFRS 16 Leases specifies the requirements that a seller-lessee uses in measuring the lease liability
arising in a sale and leaseback transaction, to ensure the seller-lessee does not recognize any amount of the gain or loss
that relates to the riaht of use it retains.

After the commencement date in a sale and leaseback transaction, the seller-lessee applies paragraphs 29 to 35 of IFRS 16
to the right-of-use asset arising from the leaseback and paragraphs 36 to 46 of IFRS 16 to the lease liability arising from
the leaseback. In applying paragraphs 36 to 46, the seller lessee determines ‘lease payments’ or ‘revised lease payments’
in such a way that the seller-lessee would not recognize any amount of the gain or loss that relates to the right of use
retained by the seller-lessee. Applying these requirements does not prevent the seller-lessee from recognizing, in profit or
loss, any gain or loss relating to the partial or full termination of a lease, as required by paragraph 46(a) of IFRS 16.

Saudi Pak Industrial And Agricultural Investment Company Limited
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The amendment does not prescribe specific measurement requirements for lease liabilities arising from a leaseback. The
initial measurement of the lease liability arising from a leaseback may result in a seller-lessee determining ‘lease
payments’ that are different from the general definition of lease payments in Appendix A of IFRS 16. The seller-lessee will
need todevelop and apply an accounting policy in accordance with IAS 8 that results in information that s relevantand
reliable.

A seller-lessee applies the amendment to annual reporting periods beginning on or after 1 January 2024. Earlier
application is permitted and that fact must be disclosed.

o Disclosures: Supplier Finance Amangements - Amendments to IAS 7 and IFRS 7

The amendments specify disclosure requirements to enhance the current requirements, which are intended to assist
users of financial statements in understanding the effects of supplier finance arrangements on an entity’s liabilities, cash
flows and exposure to liquidity risk.

The amendments will be effective for annual reporting periods beginning on or after 1 January 2024. Early adoption is
permitted, but will need to be disclosed.

( J Lack of exchangeability - Amendments to IAS 21

The amendment to IAS 21 specifies how an entity should assess whether a currency is exchangeable and how it should
determine a spot exchange rate when exchangeability is lacking.

A currency is considered to be exchangeable into another currency when an entity is able to obtain the other currency
within a time frame that allows for a normal administrative delay and through a market or exchange mechanism in which
an exchange transaction would create enforceable rights and obligations.

If a currency is not exchangeable into another currency, an entity is required to estimate the spot exchange rate atthe
measurement date. An entity’s objective in estimating the spot exchange rate is to reflect the rate at which an orderly
exchange transaction would take place at the measurement date between market participants under prevailing
economic conditions. The amendments note thatan entity can use an observable exchange rate without adjustment or
another estimation technique.

The amendments will be effective for annual reporting periods beginning on or after 1 January 2025. Early adoption is
permitted, but will need to be disclosed.

[ ] Sale or Contribution of Assets between an Investorand its Associate orJoint Venture - Amendments to IFRS 10 and
IAS 28

The amendments address the conflict between IFRS 10 Consolidated Financial Statements and IAS 28 Investments in
Associates and Joint Ventures in dealing with the loss of control of a subsidiary thatis sold or contributed to an associate
or joint venture.

The amendments darify that a full gain or loss is recognized when a transfer toan associate or joint venture involves a
business as defined in IFRS 3 Business combinations. Any gain or loss resulting from the sale or contribution of assets that
does not constitute a business, however, is recognized only tothe extent of unrelated investors’ interests in the associate
or joint venture.

The effective date of the amendments until such time as it has finalized any amendments that result from its research
project on the equity method. The amendments must be applied prospectively. Early application is permitted and must
be disclosed.

The Group expects that the adoption of the above standards will have no material effect on the Group’s financial
statements, in the period of initial application

Further, the following new standards have been issued by the IASB, which are yet to be notified by the SECP for the
purpose of applicability in Pakistan:

- IFRS 1 - First time Adoption of IFRS
- IFRS 17 — Insurance Contracts
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4. BASIS OF MEASUREMENT

These consolidated financial statements have been prepared under the historical cost convention except for:

- certain items of operating fixed assets and non-banking assets acquired in satisfaction of claims which are shown at
revalued amounts;

- certain investments which are carried at fair value in accordance with directives of the SBP; and

- staff retirement benefit which is stated at present value of defined benefit obligation net of fair value of plan assets.

- investment properties which are carried at fair value.
Critical accounting judgments and estimation uncertainty

The preparation of consolidated financial statements in conformity with the accounting and reporting standards as
applicable in Pakistan requires the use of certain critical accounting estimates. It also requires the management to exercise
its judgment in the process of applying the Group's accounting policies. The Group uses estimates and assumptions
concerning the future. The resulting accounting estimate will, by definition, seldom equals the related actual results.
Estimates and judgments are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable underthe circumstances. The areas involving a higher
degree of judgment or complexity, or areas where assumptions and estimates are significant to these consolidated
financial statements are as follows:

i) Classification of investments

i)  ECL againstinvestments, advances and other assets

i)  Valuation and impairment of available for sale securities

iv) Valuation, useful life and depreciation of fixed assets and non-banking assets acquired in satisfaction
of claims

v)  Usefullife of intangibles

vi) Taxation

vii) Presentvalue of staff retirement benefits

viii) Netrealizable value of development properties

5. MATERIAL ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these consolidated
financial statements, except for early adoption of IFRS-9 w.e.f January 01, 2023.

5.1 Adoption of IFRS 9 and new forms of the preparation of annual financial statements

The State Bank of Pakistan (SBP) vide BPRD Circular Letter No. 07 dated April 13, 2023 has deferred the implementation of
IFRS 9 “Financial Instruments” to accounting period beginning on or after January 01, 2024, however earlier adoption of
IFRS 9 is permitted and encouraged, therefore the management of the Holding Company has decided to adopt the IFRS
9 from accountina period on Januarv 01. 2023.

The adoption of IFRS 9 resulted changes in accounting policies and adjustments to amounts previously recognized in the
consolidated financial statements. As permitted by IFRS 09, the requirements have been applied retrospectively without
restating the comparatives. As a result, the difference between the previously reported carrying amounts and new
carrying amounts of financial instruments as of December 31, 2022 and January 01, 2023 amounting to Rs. 527.956
million has been recognized in opening retained earnings. The new standard provides significant changes to
classification and measurement of financial assets. The new standard also requires to recognize Expected Credit Losses
(ECL) which require significant judgement and estimates to be made by the Group.

There were significant changes in the accounting policies, which are detailed below:

Saudi Pak Industrial And Agricultural Investment Company Limited
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Further, during the year, the SBP, vide its BPRD Circular No. 02 dated February 09, 2023, issued the revised forms for the
preparation of the annual financial statements of the Banks/DFls which is applicable for the year beginning on or after
January 01,2023 which was subsequently deferred to January 01, 2024. Since the Group has early adopted the IFRS 9, it
has early adopted the new format of the consolidated financial statements. The implementation of the revised forms has
resulted in certain changes to the presentation and disclosures of various elements of the consolidated financial
statements.

5.1.1 IFRS 9 - Financial Instruments

IFRS 9 brings fundamental changes to the accounting for financial assets and to certain aspects of accounting of financial
liabilities. To determine appropriate classification and measurement category, IFRS 9 requires all financial assets, except
equity instruments to be assessed based on combination of the Group's business model for managing the assets and
the instruments’ contractual cash flow characteristics. The adoption of IFRS 9 has also fundamentally changed the
impairment method of financial assets with a forward-looking Expected Credit Losses (ECL) approach.

5.1.2 Classification

Under IFRS 9, existing categories of financial assets: Held for trading (HFT), Available for sale (AFS) and Held to maturity
(HTM) have been replaced by:

- Financial assets at fair value through profit or loss account (FVPL)

- Financial assets at fair value through other comprehensive income (FVOCI)

- Financial assets at amortized cost

Under IFRS 9, the accounting for financial liabilities remains largely the same as before adoption of IFRS 9 and thus all
financial liabilities are being carried at amortized cost. Financial liabilities can also be designated at FVPL where gains or
losses arising from entity's own credit rating risk relating to are required to be presented in other comprehensive income
with no reclassification to the profit or loss account. The Group did not have any financial liability measured at FVPL.

The dlassification and subsequent measurement is dependent on the Group's business model.

513 Business model assessment

The Group determines its business model at the level that best reflects how it manages groups of financial assets to
achieve its business objective.

The Group's business model is not assessed on an instrument-by-instrument basis, but ata higherlevel of aggregated
portfolios and is based on observable factors such as:

- The objectives for the portfolio, in particular, whether the management's strategy focuses on earning contractual
revenue, maintaining a particular yield profile, matching the duration of the financial assets to the duration of the
liabilities that are funding those assets or realizing cash flows through the sale of the assets;

- Howthe performance of the business model and the financial assets held within that business model are evaluated
and reported to the Group's key management personnel;

- Therisks that affect the performance of the business model (and the financial assets held within that business
model) and, in particular, the way those risks are managed; and

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

The business model assessment is based on reasonably expected scenarios. If cash flows after initial recognition are
realized in a way thatis different from the Group's original expectations, the Group does not change the dlassification of
the remaining financial assets held in that business model, but incorporates such information when assessing newly
originated or newly purchased financial assets going forward.
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Eventually, the financial assets fall under either of the following three business models:

a. Hold to Collect (HTC) Business Model: Holding assets in order to collect contractual cash flows

b. Hold to Collect and Sell (HTC&S) Business Model: Collecting contractual cash flows and selling financial assets
c. Other Business Models: Resulting in classification of financial assets as FVPL

514 Assessments whether contractual cash flows are solely payments of principal and profit (SPPI)

As a second step of its classification process the Group assesses the contractual terms of financial assets to identify
whether they meet the SPPI test. ‘Principal’ for the purpose of this testis defined as the fair value of the financial asset at
initial recognition and may change over the life of the financial asset (for example, if there are repayments of principal or
amortization of the premium/discount). The most significant elements of profit within a financing arrangement are
typically the consideration for the time value of money and credit risk. To make the SPPI assessment, the Group applies
judgement and considers relevant factors such as the currency in which the financial asset is denominated, and the
period for which the profit rate is set. In contrast, contractual terms that introduce a more than deminimize exposure to
risks or volatility in the contractual cash flows that are unrelated to a basic financing arrangement do not give rise to
contractual cash flows that are solely payments of principal and profit on the amount outstanding. In such cases, the
financial asset is required to be measured at FVPL.

The Group has arrived at the below given classification and measurement mapping for its financial assets.

Portfolio / Business Model Financial asset measurement

Financial assets portfolio

Business model

Asset is SPPI

Asset is not SPPI

Advances and Debt Investments
originated by CFD

Hold to Collect

At Amortized Cost

At Fair Value through
Profit and Loss

Bank Deposits / Cash

Hold to Collect

At Amortized Cost

At Fair Value through
Profit and Loss

Placements with Financial
Institutions

Hold to Collect

At Amortized Cost

At Fair Value through
Profit and Loss

Debt Investments originated by
Treasury Division with the intent
to resale

Other

At Fair Value through Profit and Loss (SPPI test not

applicable)

Debt Investments originated by
Treasury Division with the intent
to hold to collect and sell

Hold to Collect
and Sell

At Fair Value through
Other Comprehensive
Income

At Fair Value through
Profit and Loss

Debt Investments originated by
Treasury Division with the intent

Hold to Collect

At Amortized Cost

At Fair Value through
Profit and Loss

to hold to collect
Equity Investments

Other e Quoted: At Fair Value through Profit & Loss or
Fair Value through OCI (Irrevocable option)
e Unquoted: At Fair Value through Other
Comprehensive Income
° Strategic investment: N/a
At Amortized Cost At Fair Value through
Profit and Loss

Staff Advances Hold to Collect

515 Reclassification

Reclassification of financial assets will only be made in exceptional cases along with the rationale for the change in the
business model (under which they were managed) that has led to the reclassification. Such changes must be
demonstrable to external parties. Financial liabilities are never reclassified.

516 Financial assets — debt instruments

Debt financial assets held by the Group (including; advances, lending to financial institutions, investment in federal
government securities and other private debt securities, cash and balances with treasury Banks, balances with other

Banks, and other financial assets) are measured at amortized cost if they meet both of the following conditions and is not
decianated acat FV/PI -

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

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

The Group'’s business model for these financial assets can still be HTC even when sales of these financial assets occur.
However, if more than an infrequent number of sales or sale(s) of significant value are/is made, the Group assess whether
and how the sales are consistent with the HTC objective. This assessment includes the reason(s) for the sales, the
expected frequency of sales, and whether the assets that are sold are held for an extended period of time relative to their
contractual maturities.

The aforementioned financial assets are measured at FVOCl only if these meet both of the following conditions and are
not designated as at FVPL:

- the assets are held within a business model whose objective is achieved by both collecting contractual cash flows
and selling financial assets; and

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

The aforementioned financial assets if held for trading purposes are classified as measured at FVPL

In addition, on initial recognition, the Group may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortized cost or at FVOCl as at FVPL if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.

517 Financial assets — equity instruments

An equity instrument held by the Group for trading purposes is classified as measured at FVPL. On initial recognition of
an equity investment thatis not held for trading, the Group may irrevocably elect to present subsequent changes in fair
value in OCL. This election is made on an investment-by-investment basis. The Group has decided to classify some of its
available for sale equity investment portfolio as of December 31, 2022 as FVOCl on irrevocable basis.

IFRS 9 has eliminated impairment assessment requirements for investments in equity instruments. However, unlisted
equity instruments are required to be measured at lower of cost or breakup value till December 31, 2023 under the SBP's
instructions. Accordingly, the Group has reversed impairment of Rs. 473.921 million on listed equity investment (FVOCI)
held as at December 31, 2022 and the same has been transferred to deficit on revaluation of investments through
remeasurements.

5.1.8 Initial recognition and measurement

Financial assets and financial liabilities are recognized when the entity becomes party to the contractual provisions of the
instrument. Regular way purchases and sales of financial assets are recognized on trade date, the date on which the
Group purchase or sell the asset. Other financial assets and liabilities like advances, lending to financial institutions,
deposits etc. are recognized when funds are transferred to the customers’ account or financial institutions. However, for
cases, where funds are transferred on deferred payment basis, recognition is done when underlying asset is purchased.
The Group will recognize due to customer and financial institution balances when these funds reach the Group.

5.1.8.1 Amortized cost

Financial assets and liabilities under amortized cost category are initially recognized at fair value adjusted for directly
attributable transaction cost. These are subsequently measured at amortized cost using the effective interest method. An
expected credit loss allowance (ECL) is recognized for financial assets in the profit or loss. Interest income / expense on
these assets / liabilities are recognized in the profit or loss account. On derecognition of these financial assets and
liabilities, capital gain / loss will be recognized in the profit or loss account.
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5.1.82

5.1.83

5.19
5.1.9.1

5.1.9.2

5.1.10

Fairvalue through other comprehensive income

Debt instruments held at FVOCI are subsequently carried at fair value, with all unrealized gains and losses arising from
changes in fair value recognized in other comprehensive income and accumulated in a separate component of equity.
Changes in expected credit losses are recognized in the profit or loss and are accumulated in equity. On derecognition,
the cumulative fair value gains or losses, net of the cumulative expected credit loss reserve, are transferred to the profit or
loss.

Equity investments designated at FVOCI are subsequently carried at fair value with all unrealized gains and losses
arising from changes in fair value are recognized in other comprehensive income and accumulated in a separate
component of equity. On derecognition, the cumulative reserve is transferred to retained earnings and is not recycled to
profit or loss.

Fairvalue through profit orloss

Financial assets under FVPL category are initially recognized at fair value. Transaction cost will be directly recorded in the
profit or loss. These assets are subsequently measured at fair value with changes recorded in the profit or loss account.
Interest / dividend income on these assets are recognized in the profit or loss account. On derecognition of these financial
assets, capital gain / loss will be recognized in the profit or loss account. An expected credit loss allowance (ECL) is not
recognized for these financial assets.

Derecognition

Financial assets

The Group derecognizes a financial asset when:

- the contractual rights to the cash flows from the financial asset expire; or
- it transfers the rights to receive the contractual cash flows in a transaction in which either:

- substantially all of the risks and rewards of ownership of the financial asset are transferred; or
- the Group neither transfers nor retains substantially all of the risks and rewards of ownership and it does not retain
control of the financial asset.

The Group enters into transactions whereby it transfers assets recognized in its consolidated statement of financial
position, but retains either all or substantially all of the risks and rewards of the transferred assets. In these cases, the
transferred assets are not derecognized.

Financial liabilities

The Group derecognizes a financial liability when its contractual obligations are discharged or cancelled, or expired. The
Group also derecognizes a financial liability when its terms are modified and the cash flows of the modified liability are
substantially different, in which case a new financial liability based on the modified terms is recognized at fair value.On
derecognition of a financial liability, the difference between the carrying amount extinguished and the consideration
paid (including any non-cash assets transferred or liabilities assumed) is recognized in the profit or loss account.

Modification

The Group sometimes renegotiates or otherwise modifies the contractual cash flows of financing toits customers. When
the contractual cash flows of a financial asset are renegotiated or otherwise modified and the renegotiation or
modification does not result in the derecognition of that financial asset in accordance with IFRS 9, the Group recalculate
the gross carrying amount of the financial asset and shall recognize a modification gain or loss in the profit or loss account.
The gross carrying amount of the financial asset shall be recalculated as the present value of the renegotiated or
modified contractual cash flows that are discounted at the financial asset’s original effective profit rate (or credit-adjusted
effective profit rate for purchased or originated credit-impaired financial assets). Any costs or fees incurred adjust the
carrying amount of the modified financial asset and are amortized over the remaining term of the modified financial
asset.
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5.1.11 Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated statement of
financial position if there is a currently enforceable legal right to offset the recognized amounts and there is an intention
to settle on a net basis, to realize the assets and settle the liabilities simultaneously.

Financial assets and financial liabilities are generally reported gross in the consolidated statement of financial position
except when IFRS netting criteria are met.

5.1.12 Overview of the ECL principles

The Group assesses on a forward-looking basis the expected credit losses ('ECL') associated with alladvances and other
debtfinancial assets not held at FVPL, together with letter of comfort, guarantees and unutilized financing commitments
hereinafter referred to as "Financial Instruments". The Group recognizes a loss allowance for such losses at each reporting
date. The measurement of ECL reflects:

- Anunbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes;
- Thetime value of money; and

- Reasonable and supportable information that is available without undue cost or effort at the reporting date about
past events, current conditions and forecasts of future economic conditions.

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

The 12mECL is the portion of LTECLs that represent the ECLs that result from default events on a financial instrument
that are possible within the 12 months after the reporting date. Both LTECLs and 12mECLs are calculated atindividual
customer level.

The Group has established a policy to perform an assessment, at the end of each reporting period, of whether a financial
instrument’s credit risk has increased significantly since initial recognition, by considering the change in the risk of
default occurring over the remaining life of the financial instrument. The Group considers an exposure to have
significantly increased in credit risk when there is considerable deterioration in the internal rating grade for subject
customer. The Group also applies a secondary qualitative method for triggering a significant increase in credit risk foran
asset, such as moving a customer / facility to the watch list, or the account becoming forborne. Regardless of the change
in credit grades, generally, the Group considers that there has been a significant increase in credit risk when contractual
payments are more than 60 days past due. The 12mECL is the portion of LTECLs that represent the ECLs that result from
default events on a financial instrument that are possible within the 12 months after the reporting date. Both LTECLs and
12mECLs are calculated atindividual customer level.

Based on the above process, the Group groups its financial instruments into Stage 1, Stage 2, Stage 3 and purchased or
originated credit impaired (POCI), as described below:

Stage 1

When financial instruments are first recognized, the Group recognizes an allowance based on 12mECLs. Stage 1 financial
instruments also include facilities where the credit risk has improved and they have been reclassified from Stage 2. The
12mECL is calculated as the portion of LTECLs that represent the ECLs that result from default events on a financial
instrument that are possible within the 12 months after the reporting date. The Group calculates the 12mECL allowance
based on the expectation of a default occurring in the 12 months following the reporting date. These expected 12-month
default probabilities are applied to a forecast EAD and multiplied by the expected LGD and discounted by an
approximation to the original EIR. This calculation is made for all the scenarios.
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Stage 2

When a financial instrument has shown a significant increase in credit risk since origination, the Group records an
allowance for the LTECLs. Stage 2 also includes facilities, where the credit risk has improved and the instrument has been
reclassified from Stage 3. The mechanics are similar to those explained above, including the use of multiple scenarios, but
PDs are applied over the lifetime of the instrument. The expected cash shortfalls are discounted by an approximation to
the original EIR.

Stage 3

For financial instruments considered credit-impaired, the Group recognizes the lifetime expected credit losses for these
instruments. The Group uses a PD of 100% and LGD as computed for each portfolio or as prescribed by the SBP under the
prudential regulations whichever is higher.

POCI

Purchased or originated credit impaired (POCI) assets are financial assets that are credit impaired on initial recognition.
POCI assets are recorded at fair value at original recognition and profit / rental is subsequently recognized based on a
credit-adjusted EIR. ECLs are only recognized or released to the extent that there is a subsequent change in the expected
credit losses.

Undrawn financing

When estimating LTECLs for undrawn financings commitments, the Group estimates the expected portion of the
financings commitment that will be drawn down over its expected life. The ECL is then based on the present value of the
expected shortfalls in cash flows if the financings are drawn down, based on a probability-weighting of the three
scenarios. For revolving facilities that include both a financings and an undrawn commitment, ECLs are calculated and
presented with respective facility’s ECL.

Guarantee and letters of comfort:

The Group estimates ECLs based on credit conversion factor (CCF) calculated using the historical data relating toamount
approved of a facility and actual utilized amount for Guarantee and letter of comfort contracts. The calculation is made
using a probability-weighting of the three scenarios. The ECLs related to guarantee and letter of credit contracts are
recognized within other liabilities.

Effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected
life of the financial asset or financial liabilities to the gross carrying amount of a financial asset or to the amortized cost of a
financial liability.

51.121 Thecalculation of ECLs

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

PD

The Probability of Default (PD) is an estimate of the likelihood of default over a given time horizon. A default may only
happen at a certain time over the assessed period, if the facility has not been previously derecognized and is still in the
portfolio. The Group has adopted obligator risk rating (ORR) method for the determination of PD. Under this method,
historical data has been analyzed relating to ORR yearly migration for probability of default matrix. Macroeconomic
adjustments are then applied to default rates to incorporate current and future changes in economic environment.
Macroeconomic variables that may affect default rates are identified and theirimpact on default rates is calculated using
a multiple scenario-based modeling framework.
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EAD

The Exposure at Default (EAD) is an estimate of the exposure at a future default date, taking into account expected
changes in the exposure after the reporting date, including repayments of principal and profit, whether scheduled by
contract or otherwise, expected drawdowns on committed facilities, and accrued interest from missed payments. The
maximum period for which the credit losses are determined is the contractual life of a financial instrument unless the
Group has the legal right to call it earlier. However, in case of revolving facilities, the Group does not limit its exposure to
credit losses to the contractual notice period, but, instead calculates ECL over a period that reflects the Group’s
expectations of the customer behaviour, its likelihood of default and the Group’s future risk mitigation procedures, which
could include reducing or cancelling the facilities.

LGD

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

The discount rate used to discountthe ECLs is based on the effective profit rate thatis expected to be charged over the
expected period of exposure to the facilities.

When estimating the ECLs, the Group considers three scenarios (a base case, an upside, a downside). Each of these is
associated with different PDs.

Definition of default

The Group defines a financial instrument as in default, which is fully aligned with the definition of credit impaired, when
it meets one or more of the following criteria:

The customer is more than 90 days past due on its contractual payments.

The Group considers a default to have occurred with regard to any particular credit instrument when either or both of the
following two events have taken place:

- The Group considers that the obligor is unlikely to pay its credit obligations to the Group in full, without recourse by
the Group to actions such as realizing security (if held).

- If principal or mark-up/interest, on any of the obligor's material credit obligations, is overdue by 90 days or more from
the due date or as defined in Prudential Regulations from time to time.

Wirite-offs

The gross carrying amount of a credit instrument will be reduced when there is noreasonable expectation of recovery, in
accordance with the terms of its Write-Off policy. Write-off constitutes a derecognition event.

51.13 Transitioning adjustments

The comparative period have not been restated. Differences in the carrying amounts of financial assets and financial
liabilities resulting from the adoption of IFRS-9 have been recognized in opening retained earnings as of January 01,
2023, as per detail given below:-
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5.1.13.1 Transition due to adoption of IFRS 9
31 December Expected credit loss 'Reclassﬁcatlon. 01 January
2022 allowances e ey 2023
to adopting IFRS 9
"Rupees"
ASSETS
Cash and balances with treasury banks 116,440,110 - - 116,440,110
Balances with other banks 137,866,992 (581,837) - 137,285,155
Non-current asset classified as held for sale -
Lendings to financial institutions - - - -
Investments 36,154,009,926 (112,987.223) 719,100,564 36,760,123,267
Advances 9.119,337,560 (1,114,285.741) - 8,005,051,819
Property and equipment 4,384,554 352 - 4,384,554 352
Right of Use Assets - - - -
Intangble assets 6,392,003 - - 6,392,003
Deferred tax assets 61,321,766 405,633,585 (237,303,187) 229,652,164
Other assets 3,702,657.861 3,702,657,861
Development properties 192,734,028 - - 192,734 028
53,875,314,598 (822,221,216) 481,797,377 53,534,890,759
LIABILITIES
Bills payable - -
Borrowings 36,774,866,849 - - 36,774,866,849
Deposits and other accounts 1,953,000,000 1,953,000,000
Lease liabiities - - - -
Subordinated debt -
Deferred tax kabilties - - -
Other liabiities 810490215 1,337.880 811,828.095
39,538,357,064 1,337,880 - 39,539,694,944
NET ASSETS 14,336,957,534 (823,559,096) 481,797,377 13,995,195815
REPRESENTED BY
Share capital 6,765,000,000 6,765,000,000
Statutory reserve 1,431,486,211 - 1,431.486,211
General reserve 358,662,940 - 358,662,940
Surplus on revaluation of assets - net 1,313,231,385 - 186,193,795 1,499.425,180
Unappropriated / unremitted profit 4.468,576.998 (823,559.096) 295,603,582 3,940,621 484
14,336,957,534 (823,559,096) 481,797,377 13,995,195815
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Unappropriated profit Rupees
Retained earnings as of December 31, 2022 4,468,576,998
IFRS - 9 Impact
Expected Credit loss (ECL) allowance (1,229,192,681)
Reclassification of provision forimpairment on AFS quoted securities 473,921,310
Reclassification of deficit on AFS quoted securities (175,426,724)
Deferred tax on ECL 405,633,585
Deferred tax on provision for Impairment adjustment (31,836,413)
Deferred tax on deficit on AFS quoted securities 28,945,409
Related deferred tax impact 402,742,581
Revised Retained Eamings as of January 01,2023 3,940,621,484
Balances with Otherbanks Rupees
As at December 31, 2022 137,866,992
IFRS 9 Impact
Credit loss allowance (581 ,837)| (581,837)
As at January 01, 2023 137,285,155
Investment
As at December 31, 2022 36,154,009,926
IFRS 9 Impac
ECL allowance (112,987,223)
Reclassification of AFS debt securities to amortised cost 719,100,564 606,113,341
As at January 01, 2023 36,760,123,267
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Advances

As at December 31, 2022 9,119,337,560
IFRS 9 Impact

ECL allowance (1,114,285,741) (1,114,285,741)
As at January 01, 2023 8,005,051,819
Other liabilities

As at December 31, 2022 810,490,215
IFRS 9 Impact

ECL allowance 1,337,880
As at January 01, 2023 811,828,095

Surplus on revaluation of assets - net
As at December 31, 2022
IFRS 9 Impact

1,313,231,385

Reclassification of AFS debt securities to amortised cost 719,100,564
Reclassification of deferred tax (237,303,186)
481,797,378
Reclassification of provision for impairment on AFS quoted securities (473,921,310)
Adjustment of deferred tax in relation to impairment adjustment 31,836,413
(442,084,897)
Reclassification of deficit on AFS quoted securities 175,426,724
Reclassification of deferred tax (28,945,410)
146,481,314
As at January 01, 2023 1,499,425,180
Deferred tax assets Rupees
As at December 31, 2022 61,321,766
IFRS 9 Impact
Reclassification of deferred tax in relation to adopting IFRS 9 (237,303,187)
Deferred tax on ECL allowance 405,633,585
168,330,398
As at January 01, 2023 229,652,164
5.1.13.2 Reclassification of investments due to adoption of IFRS-9
Reclassification for Available for sale securities (AFS) Rupees
Balance as at December 31, 2022 - Audited 34,820,500,128
Equity securities reclassified to FVPL (1,487,154,488)
Debt securities reclassified to amortised cost (5,578,040,800)
Debt securities reclassified through FVOCI (26,507,452,921)
Equity securities reclassified through FVOCI (1,247,851,919)
AFS investment as at January 01,2023 - Unaudited o
52 Cash and cash equivalents
Cash and cash equivalents comprise of cash and balances with treasury banks, balances with other banks and call
money lendings.
53 Non-cumrent asset classified as held for sale
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The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally through a sale
transaction rather than through continuing use. For this to be the case, the asset must be available for sale in its present
condition and its sale must be probable. For sale to be probable, the appropriate level of management must be
committed to a plan to sell the asset and an active programme to locate a buyer and complete plan must have been
initiated. Assets designated as held for sale are carried at lower of carrying amountat designation and fair value less cost

tosell, if fair value can reasonably be determined.
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54 Sale and repurchase agreements

Securities sold under repurchase agreement (repo) are retained in the consolidated financial statements as investments
and a liability for consideration received is included in borrowings. Conversely, consideration for securities purchased
under resale agreement (reverse repo) are included in lendings to financial institutions. The difference between sale and
repurchase / purchase and resale price is recognised as mark-up / return expensed and earned respectively on a time
proportion basis as the case may be. Repo and reverse repo balances are reflected under borrowings from and lendings
tofinancial institutions respectively.

55 Investments

Following classification and measurement policies for investments, except for that of subsidiary and associate, remained
implemented until December 31, 2022, have been changed on adoptation of IFRS 9 as detailed in note 5.1 above.

(a) Held-For-Trading (HFT)

These represent securities acquired with the intention to trade by taking advantage of short-term market/ interest rate
movements. These are marked to market and surplus / deficit arising on revaluation of ‘held for trading’ investments is
taken to consolidated profit and loss account in accordance with the requirements prescribed by the State Bank of
Pakistan through various circulars.

(b

-~

Available-For-Sale (AFS)

These represent securities which do not fall under ‘held for trading’ or ‘held to maturity’ categories. Available for sale
securities for which ready quotations are available on Reuters Page (PKRV) or Stock Exchanges, are valued at market value
and the resulting surplus / deficit on revaluation, net of deferred tax, is taken through "Statement of Comprehensive
Income" and is shown in the shareholders’ equity in the consolidated statement of financial position. Where the decline in
prices of available for sale securities is significant and prolonged, itis considered impaired and included in consolidated
profit and loss account. Impairment loss on available for sale debt securities is determined in accordance with the
requirements of prudential regulations issued by SBP.

Unquoted equity securities are valued at the lower of cost and break-up value. Break-up value of equity securities is
calculated with reference to the net assets of the investee companies as per their latest available financial statements.

Investments in other unquoted securities are valued at cost less impairment losses, if any.

(c) Held-To-Maturity (HTM)

These represent securities acquired with the intention and ability to hold them up to maturity. These are carried at
amortized cost less impairment, if any, in accordance with the requirements prescribed by the State Bank of Pakistan
through various circulars.

(d) Investments in associate and subsidiary

Investment in associate and subsidiary is carried at cost less impairment, if any.

All purchases and sale of investments that require delivery within the time frame established by regulations or market
convention are recognized at the trade date, which is the date the Group commits to purchase or sell the investments.

56 Advances

Advances are stated net of provision. Provision for non-performing advances until December 31, 2023 determined in
accordance with the requirements of the Prudential Regulations issued by SBP from time to time has now been
determined according to policy reflected in note 5.1.12.

The provision against non-performing advances are charged to the consolidated profitand loss account. Advances are
written off when there is no realistic prospect of recovery.
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57

58

59

(a

(b

-

-

Finance lease receivables

Leases where the Group transfers substantially all the risks and rewards incidental to ownership of an assetto the lessee
are classified as finance leases. A receivable is recognized at an amount equal to the presentvalue of the lease payments
including any guaranteed residual value. Finance lease receivables are included in advances to the customers.

Fixed assets and depreciation
Property and equipment (owned and leased)

Fixed assets are stated at cost less accumulated depreciation and impairment loss, if any, except for freehold land which is
stated at cost and lease hold land, buildings and certain other items which are carried at revalued amount less
depreciation.

Certain items of fixed assets are revalued by professionally qualified valuers with sufficient regularity to ensure that the
net carrying amount does not differ materially from their fair value. Surplus / (deficit) arising on revaluation of fixed assets
is credited / (debited) to the surplus on revaluation of assets account and is shown in the shareholders’ equity in the
consolidated statement of financial position.

In making estimates of the depreciation / amortization, the management uses useful life and residual value which reflects
the pattern in which economic benefits are expected to be consumed by the Group. The useful life and the residual
value are reviewed at each financial year end and any change in these estimates in future years might effect the carrying
amounts of the respective item of operating fixed assets with the corresponding effect on depreciation / amortization
charge.

Depreciation is provided on straight line method at rates specified in note 12.2 to the consolidated financial statements so
as to write off the cost of the assets over their estimated useful lives. Depreciation of an assetbegins when it is available
for use. Depreciation of an asset ceases at the earlier of the date when the asset s classified as held for sale and the date
that the asset is derecognized. Therefore, depreciation does not cease when the asset becomes idle or is retired from
active use unless the asset is fully depreciated.

Maintenance and normal repairs are charged to consolidated profit and loss account as and when incurred. Major
renewals and improvements are capitalized. Gains and losses on disposal of operating fixed assets are taken to the
consolidated profitand loss account.

Capital workin progress

Capital work in progress is stated at cost less accumulated impairment losses, if any, and is transferred to the respective
item of fixed assets when available forintended use.

Intangibles

Intangible assets are stated at cost less accumulated amortization and impairment losses, if any. Amortization is charged
to consolidated profit and loss account. Amortization is computed from the date of purchase to date of disposal / write off
using the straight line method in accordance with the rates specified in note 13 to these consolidated financial
statements to write off cost of the assets over their estimated useful life.
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5.10 IFRS 16 - Leases

On initial recognition, right-of-use assets are measured atan amountequal toinitial lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred. Right to use assets are
subsequently stated at cost less any accumulated depreciated/accumulated impairment losses and are adjusted forany
remeasurement of lease liability. The remeasurement of lease liability will only occur in cases where the terms of the lease
are changed during the lease tenor. Right-of-use assets are depreciated over their expected useful lives using the
straight line method.

The lease liabilities are initially measured as the present value of remaining lease payments, discounted using the
incremental borrowing rate. The lease liability is subsequently measured at amortised cost using the effective interest rate
method. The lease liability is also remeasured to reflect any reassessment or change in lease terms. Each lease payment is
allocated between a reduction of the liability and finance cost. The finance cost is charged to profit and loss account as
markup expense over the lease period.

5.11 Development properties

Development properties include acquisition or development of properties for sale in the ordinary course of business.
These are carried in the consolidated statement of financial position at lower of cost and net realizable value. Cost includes
all direct costs attributable to the acquisition, design and construction of the properties.

The cost of development properties recognized in consolidated profit and loss account on sale is determined with
reference to the specific costs incurred on the property sold and an allocation of any non-specific costs based on the
relative size of the property sold. Net realizable value represents the selling price in the ordinary course of business less
cost of completion and estimated cost necessarily to be incurred for sale. The management reviews the carrying values of
the development properties on an annual basis.

5.12 Non banking assets acquired in satisfaction of claims

In accordance with the BPRD Circular No. 1 of 2016 dated January 1, 2016 issued by SBP, the non-banking assets
acquired in satisfaction of claims are carried at revalued amounts. Surplus arising on revaluation of such properties is
credited to the 'surplus on revaluation of non banking assets' accountand any deficit arising on revaluation is taken to
profit and loss account directly. Legal fees, transfer costs and direct costs of acquiring title to property is charged to profit
and loss account and are not capitalised. These assets are depreciated as per Group's policy.

5.13 Deposits

Deposits are recorded at the fair value of proceeds received. Markup accrued on deposits is recognised separately as part
of other liabilities and is charged to consolidated profit and loss account on a time proportion basis.

5.14 Taxation

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised in the
consolidated profit and loss account, except to the extent that it relates to items recognised directly in other
comprehensive income or in equity, in which case it is recognised in other comprehensive income orin equity.

(@) Current

Provision for current tax is the expected tax payable on the taxable income for the year using tax rates applicable atthe
date of consolidated statement of financial position. The charge for the current tax also includes adjustments, where
considered necessary relating to prior years, arising from assessments made during the year for such years.
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(b) Deferred

Deferred tax is provided for by using the balance sheet liability method, providing for temporary differences between
the carrying amounts of assets and liabilities for financial reporting purposes and the amount used for taxation purposes.
The amount of deferred tax provided is based on the expected manner of realization or settlement of the carrying
amount of assets and liabilities using tax rates enacted or substantively enacted at the date of consolidated statement of
financial position, and applicable at the time of its reversal. A deferred tax assetis recognised only tothe extentthat itis
probable that the future taxable profit will be available and credits can be utilized. Deferred tax assets are reduced to the
extentitis nolonger probable that the related tax benefit will be realised.

The Group recognizes deferred tax asset/liability on (deficit)/surplus on revaluation of securities and revaluation of
operating fixed assets as an adjustment to deficit / surplus on revaluation of securities and revaluation of operating fixed
assets.

5.15 Staff retirement benefits

-

(a) Defined benefit plan

The Group operates an approved gratuity fund for its permanent employees. Contributions to the fund are made on the
basis of actuarial recommendations. The actuarial valuation is carried out periodically using "projected unit credit
method".

(b

~—

Defined contribution plan

The Group also operates a recognized provident fund for all of its permanent employees. Equal monthly contributions at
the rate of 10% of basic salary are made both by the Group and the employees, which are transferred to the provident
fund.

(c) Compensated absences

As per its service rules, the Group grants compensated absences to all of its permanent employees. The provision for
compensated absences is made on the basis of last drawn basic salary.

5.16 Revenue recognition

- Interest Income

Interest income and expense are recognised in profit or loss using the effective interest method. The effective
interest rate is the rate that exactly discounts the estimated future cash payments and receipts through the
expected life of the financial asset or liability (or, where appropriate, a shorter period) to the carrying amount of the
financial asset or liability. When calculating the effective interest rate, the Group estimates future cash flows
considering all contractual terms of the financial instrument, but not future credit losses. For the financial assets that
have become credit-impaired (Stage 3) subsequent to initial recognition, interest income is calculated by applying
the effective interest rate to their amortised cost (i.e., net of the expected credit loss provision). If the assetis no longer
credit-impaired, then the calculation of interest income reverts to the gross basis. The calculation of the effective
interest rate includes all transaction costs and fees paid or received that are an integral part of the effective interest
rate. Transaction costs include incremental costs that are directly attributable to the acquisition or issue of a financial
asset or liability. Interestincome and expense presented in the statement of profit or loss include:
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- interest on financial assets and financial liabilities measured at amortised cost calculated on an effective
interest basis;

- Interest income on investment (debt) securities measured at FVOCI and measured at amortised cost is
calculated using effective interest rate method and is also included in interest income.

- Feeand commission income

Fee and commission income and expense that are integral to the effective interest rate on a financial asset or liability
are included in the measurement of the effective interest rate.

Other fee and commission income are recognised over time as the related services are performed. When a loan
commitment is not expected to resultin the draw-down of a loan, the related loan commitment fees are recognised
over time on a straight-line basis over the commitment period. In case of these services, the controlis considered to
be transferred over time as the customer is benefited from these services over the tenure of the service period. Other
fee and commission expense relate mainly to transaction the services are received. When the Group provides a
service to its customers, consideration is invoiced and generally due immediately upon satisfaction of a service
provided at a point in time. The Group has generally concluded that itis the principal in its revenue arrangements
because it typically controls the services before transferring them to the customer.

- Income from investment securities
Recognition of income from investment securities under respective classification are given in note 5.1 above.

- The Group follows the finance method to recognize income from lease financing. Under this method, the unearned
lease income (excess of the sum of total lease rentals and estimated residual value over the cost of the leased assets)
is deferred and taken to income over the term of lease period so as to produce a constant periodic rate of return on
the outstanding net investment in lease. Gains/ losses on termination of lease contracts are recognized as
income/expense on realization. Unrealized lease income on classified lease is held in suspense account, where
necessary, in accordance with the requirements of SBP guidelines and recognized as income on receipt basis.

- Dividend income is recognized when the Group's right to receive income is established.
- Rentalincome is recognized on systematic basis.

- Gains and losses on disposal of operating fixed assets are taken to the consolidated profit and loss account.

517 Foreign cumrency transactions and translation

Foreign currency transactions are translated into Pak. Rupee at the exchange rates prevailing on the date of transaction.
Monetary assets and liabilities in foreign currencies are translated to Pak. Rupee at the exchange rates prevailing atthe
date of consolidated statement of financial position. Exchange gains and losses are included in consolidated profitand
loss account of the Group.

5.18 Impaiment

The carrying amount of the Group'’s assets are reviewed at the date of consolidated statement of financial position to
determine whether there is any indication of impairment. If such indications exist, the asset’s recoverable amount is
estimated in order to determine the extent of the impairment loss, if any. Impairment loss is recognised as expense in the
consolidated profit and loss account. An impairment loss is reversed only to the extentthat the asset’s carrying amount
does not exceed the carrying amount that would have been determined, net of depreciation or amortization, if no
impairment loss had been recognised.
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5.19

5.20

5.21

522

523

524

525

Provisions

Provisions are recognised when there are present, legal or constructive obligations as a result of past events and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate of the amounts can be made. Provision for guarantee claims and other off balance sheet obligations is
recognized when intimated and reasonable certainty exists to settle the obligations. Expected recoveries are recognized
by debiting customer accounts. Charge to consolidated profitand loss account is stated net off expected recoveries.

Share capital

Ordinary shares are classified as equity and recognised at their face value. Incremental costs directly attributable to the
issue of new shares or options are shown in equity as a deduction, net of tax, from the proceeds.

Dividend Distribution

Dividends and appropriations to reserves, except appropriations which are required by the law, made subsequent tothe
reporting date are considered as non-adjusting events and are recorded in the financial statements in accordance with
the requirements of International Accounting Standard (IAS) 10, 'Events after the reporting period' in the year in which
they are approved / transfers are made.

Eamings pershare

The Group presents earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing the profit
after tax attributable to ordinary shareholders of the Group by the weighted average number of ordinary shares
outstanding during the year.

Financial instruments
Financial assets and liablilit

Financial assets and financial liabilities are recognized at the time when the Group becomes a party to the contractual
provision of the instrument. Financial assets are de-recognized when the contractual right to future cash flows fromthe
asset expires or is transferred along with the risk and reward of the asset. Financial liabilities are de-recognized when
obligation specific in the contract is discharged, cancelled or expired. Any gain or loss on de-recognition of the financial
asset and liability is recognized in the profit and loss account of the current period. The particular recognition and
subsequent measurement methods adopted for significant financial assets and financial liabilities are disclosed in the
Individual policy statements associated with them.

Off-setting of financial instruments

Financial assets and financial liabilities are only set-off and net amount is reported in the consolidated financial
statements when there is legally enforceable right to set-off the recognized amount and the Group either intends to
settle on net basis or to settle the liabilities and realize the assets simultaneously.

Statutory reserve

According to BPD Circular No. 15 dated May 31, 2004 issued by the 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 thata sum not less than 5% of profit after tax shall be credited to the statutory reserve.

Segment Reporting

A segment is a distinguishable component of the Group that is engaged eitherin providing differentiated products or
services (business segment) or in providing products or services within a particular economic environment (geographical
segment), subject to risks and rewards that are different from those of other segments. Segment information is presented
as per the Group's functional structure and the guidance of State Bank of Pakistan. The Group'’s primary format of
reporting is based on business segments. The Group comprises of the following main business segments:

Saudi Pak Industrial And Agricultural Investment Company Limited



NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

(a) Business Segment
- Corporate finance

This includes investment activities such as underwriting, Initial Public Offers (IPOs) and corporate financing.

- Trading and Sales

Trading and sales includes the Group’s treasury and money market activities.

- Building Rental Services

This segment undertakes the rental services of Saudi Pak Tower and its allied activities.

(b) Geographical Segment

The Group conducts all its operations in Pakistan.

2023 2022
Note Rupees
6. CASH AND BALANCES WITH TREASURY BANKS
In hand
Local currency 242,707 288,648
With State Bank of Pakistan in
Local currency current accounts 6.1 134,343,934 116,151,462
134,586,641 116,440,110
6.1 These represent current accounts maintained with the SBP to comply with the statutory cash reserve requirements.
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2023 2022
Rupees
7. BALANCES WITH OTHER BANKS
In Pakistan
In currentaccounts 6,419,626 84,439,991
In deposit accounts 90,437,797 53,427,001
Less: Credit loss allowance held against balance with other banks (177,964) -
Balances with other banks - net of credit loss allowance 96,679,459 137,866,992
7.1 Deposit accounts include Rs. 53,239,087 (2022: Rs Rs. 23,551,283) held in local currency accounts. These accounts carry markup at the rates ranging from
7.00% to 20.50% (2022: 3.75% to 14.50%) per annum.
7.2 Deposit accounts include USD 132,013.73 (2022: USD 132,006.24) held in foreign currency accounts. These accounts carry markup at the rate of 0.25%
(2022: 0.25%) perannum.
2023 2022
Note Rupees
8. LENDINGS TO FINANCIAL INSTITUTIONS
Repurchase agreement lendings (Reverse Repo) 8.1 3,030,155,700 -
Letter based placement 220,000,000 -
3,250,155,700 =
Less: Credit loss allowance held against lending to financial institutions (160,987) -
Lending to Financial Institutions - net of credit loss allowance 3,249,994,713 -
8.1 Particulars of lending
In local currency 3,249,994,713 -
82 Securities held as collateral against lending to financial institutions
2023 2022
it Further given as
Held by the Grol i Total Held by the Grol Total
PUICERD Ve &E @ B UCEICRTR collateral ©
collateral
Rupees Rupees
Pakistan Investment Bonds 3,030,155,700 - 3,030,155,700 - - -
Total 3,030,155,700 ° 3,030,155,700 - - -
2023 2022
i - i i Credit loss
83 Lending to Fls - Particulars of credit loss allowance Lernclig) sl Lengling) Braviam (el
allowance held
Rupees Rupees
Domestic
Performing Stage 1 3,250,155,700 160,987 o °
Under performing Stage 2 - - - -
Non-performing Stage 3
Substandard - - - -
Doubtful - - - -
Loss o = o o
3,250,155,700 160,987 = =
Total 3,250,155,700 160,987 = o
2023 2022
Stage 1 Stage 2 Stage 3
Rupees
Balance at the start of the year - - - -
Transfertostage 1 - - - -
Transfer tostage 2 - - - -
Transfer tostage 3 - - - -
Net remeasurement of credit loss allowance - - - -
New financial assets originated or purchased 160,987 - - -
Financial assets that have been derecognised - - - -
Changes in risk parameters (PDs/LGDs/EADs) - - - -
Balance at the end of the year 160,987 - - -
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9.1.1

The Group has investment in unsecured subordinated TFCs having outstanding principal of Rs.299.760
million, issued by Silk Bank Limited (the Issuer). Markup of Rs.118.721 million accrued as of December 31,
2023 has been suspended (December 31, 2022: NIL) along with provision of Rs.58.768 million (December
31,2022: NIL) in these consolidated financial statements under expected credit loss (ECL) model as per IFRS
9.The overdue principal of Rs. 0.060 million (2022: Rs.0.060 million) and the accrued markup have not been
paid due to“lock in event”that restricts the issuer to make payment without the approval of the State Bank
of Pakistan (SBP) to avoid Issuer’s non-compliance with capital adequacy ratio. The issuer’s operations are
continuing without any restriction and it is expected that the above restriction shall be lifted soon by SBP
as corrective measures are in progress. Silk Bank also obtained extension to hold its AGM till March 05,
2024, keeping in view the finalization of due diligence exercise conducted by United Bank Limited and
MCB Bank Limited. The debt obligation under TFCs is also duly recognized by the Issuer.

The Group has Investment of 35.06% (2022: 35.06%) shareholding in ordinary shares of Saudi Pak Leasing
Company Limited (SPLC) was classified under non-current assets held for sale under IFRS-5 as of year end
December 31, 2022. During the year, SECP vide its letter dated May 12, 2023, cancelled the SPLC’s leasing
license and further informed that SPLC is no longer classified as an NBFC and as such Group’s application
for transfer of its shares under Rule 5(6)( €) of NBFC Rules 2003, could not be processed. The Group
obtained a legal opinion as per which this SECP notice does not forbid Group to continue its efforts for
divestment. As Group common stock of SPLC are frozen due to its previous status as an NBFC, therefore any
release and subsequent sale of these shares requires a change in the Memorandum and Article of
Association of the SPLC to be in line with the new status of being a non-NBFC company. Accordingly in
their Group has accounted for the investment in the asssociate using the equity accounting of investments
as per the requirements of IAS-28, as it does not currently fulfills the criteria of IFRS-5, i.e. non-current assets
held for sale.

On the basis of latest available audited financial statements of SPLC as at June 30, 2023, total assets and
liabilities of SPLC are Rs. 811.584 million (2022: Rs. 783.362 million) and Rs. 1,380.019 million (2022: Rs.
1,394.910 million) while total revenue, profit after taxation and total comprehensive income for the year
ended June 30, 2023 are Rs. 32.438 million (2022: Rs. 20.853 million), Rs. 14.581 million (2022: loss of Rs.
68.606 million) and Rs. 27.440 million (2022: loss of Rs. 64.621 million) respectively."
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9.2.1

93

93.1

932

933

Investments given as collateral

Pakistan Investment Bonds (PIBs)

Particulars of credit loss allowance

Investments - exposure

Opening balance

Impact of reclassification due to adoption of IFRS-9

New investments

Investments derecognized or repaid
Transfer tostage 1

Transfer to stage 2

Transfer tostage 3

Amounts written off / charged Off
Closing balance

Investments - Credit loss allowance

Opening balance

Impact of reclassification due to adoption of IFRS-9
Impact of remeasurement due to adoption of IFRS-9

New investments

Investments derecognised or repaid
Transfer tostage 1

Transfer to stage 2

Transfer tostage 3

Amounts written off / charged off
Changes in risk parameters (PDs/LGDs/EADs)

Charge /reversals
Charge for the year
Reversals for the year
Reversal on disposals

Transfers - net (Note. 11)
Closing balance

Particulars of credit loss allowance / provision against debt sec

Category of classification

Domestic

Performing Stage 1
Underperforming Stage 2
Non-Performing Stage 3
Substandard

Doubtful

Loss

Overseas
Total

2023 2022
Rupees
29,914,192,062 27,399,908,300
29,914,192,062 27,399,908,300
2023 2022
Stage 1 Stage 2 Stage 3 Loss
Rupees
1,427,005,000 429,145,421 643,202,501 =
300,000,000 = = =
(544,990,000) = (21,688,154) =
(244,990,000) = (21,688,154) =
1,182,015,000 429,145,421 621,514,347 s
2023 2022
Stage 1 Stage 2 Stage 3 Loss
Rupees
= = 1,824,797,121 1,620,682,243
S = (941,511,580) S
13,517,406 99,469,816 = =
6,047,569 - -

(10,139,420) = (21,688,154) =
(4,091,851) = (21,688,154) =
(1,528,204) (29,561,615) = =

- - - 264,524,009
- = - (16,471,728)
- - - (43,937,403)
= = = 204,114,878
7,897,351 69,908,201 861,597,387 1,824,797,121
° 2 576,676,075 @
7,897,351 69,908,201 1,438,273,462 1,824,797,121
2023 2022
- L
Outstanding Credit Loss NPI Provision
amount Allowance
Rupees Rupees
1,182,015,000 7,897,351 = =
429,145,421 69,908,201 = =
621,514,347 587,764,347 643,202,501 609,452,501
621,514,347 587,764,347 643,202,501 609,452,501
2,232,674,768 665,569,899 643,202,501 609,452,501

Saudi Pak Industrial And Agricultural Investment Company Limited
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FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

94  Quality of FVOCI / Available for Sale Securities

Details regarding quality of securities held under "Held to Collect and Sell" model / Available for Sale (AFS) securities are as follows

Federal Govemment Securities - Govemment guaranteed
Pakistan Investment Bonds 26,112,632,149 32,994,355,755
26,112,632,149 32,994,355,755

Shares:
Listed Companies

Cement 52,702,188 109,775,900
Chemical 417,127,705 417,127,705
Close-end Mutual Fund 37,745,634 37,745,634
Commercial Banks - 860,941,393
Fertilizer - -
Insurance - 145,952,935
Oil & Gas Marketing Companies - 255,976,980
Oil & Gas Exploration Companies - 517,973,984
Power Generation and Distribution 153,851,773 885,925,664
Technology and Communication - 33,971,065
661,427,300 3,265,391,260
2023 2022
Cost Breakup Value Cost Breakup Value
Unlisted Companies Rupees Rupees
AlHamra Avenue Private Limited 50,000,000 - 50,000,000 =
Al Hamra Hills Private Limited 50,000,000 - 50,000,000 -
Ali Paper Board Industries Limited 5,710,000 - 5,710,000 -
Bela Chemical Industries Limited 6,500,000 - 6,500,000 -
Fruit Sap Limited 4,000,000 - 4,000,000 -
Innovative Investment Bank Limited 37,623,048 - 37,623,048 -
ISE Towers - REIT Management Company Limited = = = =
Pace Barka Properties Limited 168,750,000 178,188,218 168,750,000 193,302,602
Pak Kuwait Takaful Company 40,000,000 589,091 40,000,000 283,222
Pakistan Textile City Limited 50,000,000 5,047,010 50,000,000 5,047,010
Pakistan GasPort Consortium Limited 330,000,000 450,283,106 330,000,000 621,580,218
Saudi Pak Kalabagh Livestock Company Limited 10,000,000 - 10,000,000 -
Taurus Securities Limited 11,250,000 24,400,565 11,250,000 24,090,707
Trust Investment Bank Limited 20,000,000 - 20,000,000 -
783,833,048 658,507,990 783,833,048 844,303,759

Breakup value has been calculated using latest available audited financial statements, except for the parties for which no breakup value is
mentioned above due to non-availability of latest audited financial statements because of litigation or liquidation proceedings.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

Non Government Debt Securities

Listed
- AA+, AA, AA- 660,000,000 860,000,000
- B+, B, B- 29,385,421 =
-CCCand below - 29,385,421
- Unrated 23,009,084 23,009,084
712,394,505 912,394,505
Unlisted
-A+ A A- 300,000,000 =
- Unrated 57,257,340 57,257,340
357,257,340 57,257,340
1,069,651,845 969,651,845

9.5 The Group does not have any investments in foreign securities as at December 31, 2023 (2022: Nil).

9.6 Particulars relating to securities classified Under "Held to Collect" model / Held to Maturity securities:

2023 2022
Nee Costiin Rupees------------
Federal Govemment Securities - Govemment guaranteed
Market Treasury Bills = 143,666,166
Pakistan Investment Bonds 6,241,392,062 -
9.6.1 6,241,392,062 143,666,166
Non Govemment Debt Securities
Listed
-AA+, AA, AA- o 300,000,000
- Unrated 18,703,884 18,703,884
18,703,884 318,703,884
Unlisted
- AA+, AA, AA- 222,015,000 267,005,000
-A+ A A- 100,000,000 100,000,000
-B+, B, B- 299,760,000 299,760,000
- Unrated 522,544,039 544,232,193
1,144,319,039 1,210,997,193
9.6.1 1,163,022,923 1,529,701,077

9.6.1 Market value of held to collect model / held-to-maturity securities other than non performing investments as at December 31, 2023 is Rs.
6,254 million (2022: Rs. 576 million).

Saudi Pak Industrial And Agricultural Investment Company Limited
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

2023 2022

Note Rupees

10.6 Particulars of write offs:

10.6.1 Againstcredit loss allowance / provisions 10.5 - .
Directly charged to Profit & Loss account - -

10.6.2 Write Offs of Rs. 500,000 and above 10.7
- Domestic - -
- Overseas - -
Write Offs of Below Rs. 500,000 o o

10.7 Details of loan write off of Rs. 500,000/- and above

In terms of sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962 the statement in respect of written off loans orany
other financial relief of rupees five hundred thousand or above allowed to a person(s) during the year ended December 31, 2023 is
given at Annexure .

108 Particulars of loans and advances to staff included in advances

2023 2022
Note Rupees
Opening balance 58,093,483 56,778,465
Amount disbursed during the year 103,235,697 28,536,481
Amount received during the year (29,897,692) (27,221,463)
Amount written off 5 N
Closing balance 131,431,488 58,093,483
11. NON-CURRENT ASSET CLASSIFIED AS HELD FOR SALE
Cost of investment reclassified to / from investments 9.1.2
- Investment in ordinary shares - 243,467,574
- Investment in preference shares - 333,208,501
Less: Provision on investment - (576,676,075)
Less: Amounts received till 31 December - -
12, PROPERTY AND EQUIPMENT
Capital work-in-progress 12.1 60,227,595 40,256,613
Property and equipment 12.2 4,457,564,898 4,344,297,739
4,517,792,493 4,384,554,352
12.1 Capital work-in-progress
Civil works 55,127,823 38,359,113
Equipment 5,099,772 -
Advances to suppliers - 1,897,500
60,227,595 40,256,613
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2023

13 INTANGIBLE ASSETS

At January 1

Cost

Accumulated amortisation and impairment
Net book value

Yearended December 31
Opening net book value
Additions - directly purchased
Amortisation charge

Closing net book value

At December 31

Cost

Accumulated amortisation and impairment
Net book value

Rate of amortisation (percentage)

Useful life (years)

13.1  Cost of fully amortized intangible assets still in use amount to Rs. 26,731,494 (2022: Rs. 23,843,854).

14. OTHER ASSETS

Income/ mark-up accrued in local currency - net of provision
On investments
On advances
On lending tofinancial institutions
On deposits

Advances, deposits, advance rent and other prepayments
Advance taxation (payments less provisions)

Excise duty

Non-banking assets acquired in satisfaction of claims
Dividend receivable

Other receivables

Less: Credit loss allowance / Provision held against other assets

Other assets (net of credit loss allowance / provision)

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

Other assets - total

14.1  Market value of non-banking assets acquired in satisfaction of claims

2023 2022
---------------- Rupees ----—--—--—--—---
Computer Computer
software software
34,909,062 30,203,584
28,517,059 24,094,534
6,392,003 6,109,050
6,392,003 6,109,050
3,991,803 4,705,478
3,926,760 4,422,525
6,457,046 6,392,003
38,900,865 34,909,062
32,443,819 28,517,059
6,457,046 6,392,003
33.33 33.33
3 3
2023 2022

Rupees

2,122,686,292

1,678,229,864

386,095,341 530,155,076
5,948,298 =
89,558 1,148,561
2,514,819,489 2,209,533,501
18,475,916 22,212,185
2,055,389,719 1,278,268,117
78,817,895 78,817,895
49,499,288 51,651,432
83,755,267 34,641,773
22,700,169 4,896,126
4,823,457,743 3,680,021,029
(256,792) (256,792)
4,823,200,951 3,679,764,237
21,939,724 22,893,624
4,845,140,675 3,702,657,861
77,651,100 77,651,100

188
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

The non-banking asset acquired from Irfan Textile represents office area on 1st floor of Famous Mall, Lahore and was initially
recorded in the financial statements in June 2007. This asset was last revalued by independent professional valuers M/s Amir
Evaluators & Consultants on the basis of assessment of Present Market Value on 31 December 2021 at Rs. 77.651 million. M/s
Impulse (Pvt) Limited is member of Pakistan Engineering Council and also on panel of Pakistan Banking Association.

Business activity could not be started since the building was constructed due to pending approval of building map and the
issuance of completion certificate from Lahore Development Authority (LDA). Management is hopeful to dispose off the same
once the NOC is arranged and provided by the plaza owners.

2023 2022
Rupees
14.1.1 Non-banking assets acquired in satisfaction of claims
Opening balance 74,545,056 77,651,100
Revaluation during the year - =
Disposals during the year - -
Depreciation (3,106,044) (3,106,044)
Closing balance 71,439,012 74,545,056
14.1.2 Gain on disposal of non-banking assets acquired in satisfaction of claims
Disposal proceeds - -
less: carrying value - -
Gain realized on disposal - =
2023 2022
Note Rupees
142  Credit loss allowance/ Provision held against otherassets
Advances, deposits, advance rent & other prepayments 14.2.1 256,792 256,792
142.1 Movement in credit loss allowance/ provision held against otherassets
Opening balance 256,792 256,792
Charge for the year - -
Reversals / transfer = -
Amount Written off - -
Closing balance 256,792 256,792
15. DEVELOPMENT PROPERTIES
Balance at beginning of the year 192,734,028 198,210,163
Additions during the year - -
Cost of plots / house sold during the year (10,952,254) (5,476,135)
Balance atend of the year 15.1 181,781,774 192,734,028

15.1  This represents cost of 32 - eight marla plots situated at Royal Residencia Housing Scheme, Lahore held by subsidiary company.

Saudi Pak Industrial And Agricultural Investment Company Limited




NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

16. BORROWINGS

Secured
Borrowings from State Bank of Pakistan under refinance scheme

Long term financing facility 16.1 2,059,903,071 2,195,224,199
Temporary economic relief facility 16.2 445,353,455 491,424,500
2,505,256,526 2,686,648,699
Repurchase agreement borrowings 16.3 25,705,971,600 27,775,718,150
Against Government securities 16.4 3,738,060,000 =
Against book debts/receivables 16.5 5,250,000,000 4,812,500,000
Total secured 37,199,288,126 35,274,866,849
Unsecured
Call borrowings 16.6 - 1,500,000,000
Total unsecured - 1,500,000,000
37,199,288,126 36,774,866,849

16.1  These represent facilities obtained against State Bank of Pakistan refinance schemes under LTFF. The mark up is charged atthe
rates ranging from 2.00% to 7.00% (2022: 2.00% to 7.00%) per annum. These facilities will mature during January 2024 to June
2032 (2022: January 2023 to June 2032).

162  These represent facilities obtained against State Bank of Pakistan refinance schemes under TERF. The mark up is charged atthe
rate of 1.00% (2022: 1.00%) per annum. These facilities will mature during January 2024 to January 2031 (2022: April 2023 to
January 2031).

163  These facilities were secured against government securities (PIBs). These carry markup at rates ranging from 22.08% to 22.16%

(2022: 15.34% to 16.60%) per annum having maturity during January 2024 (2022: January 2023 to March 2023).

164  These represent facilities obtained from bank against charge on government securities (PIBs). These carry markup at rate of
21.70% (2022: nil) perannum having maturity during January 2024 (2022: nil).

165  These represent facilities obtained from various banks against charge on book debts/receivables valuing Rs. 10,267 million (2022:
Rs. 10,267 million). The mark up is charged atvarying rates ranging from 21.67% to 23.28% (2022: 15.86% to 17.31%) perannum.

These facilities will mature during January 2024 to June 2028 (2022: January 2023 to December 2027).

166  These facilities were unsecured and carring markup at rate of nil (2022: 16.25%) perannum having maturity in nil (2022: January

2023).
2023 2022
Note Rupees

16.7  Particulars of borrowings with respect to Currencies

In local currency 37,199,288,126 36,774,866,849

In foreign currencies - -

37,199,288,126 36,774,866,849

17. DEPOSITS AND OTHER ACCOUNTS

Customers

- Term deposits (local currency) 16.1 3,665,000,000 1,953,000,000

Annual Report 2023




NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

171

17.2

173

174

Composition of deposits

- Public Sector Entities 17.2 3,055,000,000 1,343,000,000
- Non-Banking Financial Institutions 173 10,000,000 10,000,000
- Private Sector 174 600,000,000 600,000,000

3,665,000,000 1,953,000,000

These Certificate of Investments (COlIs) carry mark up at the rates ranging from 22.30% to 22.63% (2022: 16.80% to 16.88%) per
annum with maturity during January 2024 to November 2024 (2022: November 2023).

These Certificate of Investments (COls) carry mark up at the rate of 21.37% (2022: 16.12%) per annum with maturity in March 2024
(2022: March 2023).

These Certificate of Investments (COls) carry mark up at the rates ranging from 21.49% to 23.15% (2022: 15.67% to 17.06%) per
annum with maturity during July 2024 to December 2024 (2022: July 2023 to December 2023).

Saudi Pak Industrial And Agricultural Investment Company Limited
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

2023 2022
Note Rupees
21. SURPLUS ON REVALUATION OF ASSETS
Surplus / (deficit) on revaluation of
- Securities measured at FVOCI / Available for sale securities 9.1 (1,100,259,100) (1,897,120,736)
- Property & equipment 21.1 3,726,366,387 3,847,347,375
- Non-banking assets acquired in satisfaction of claims 21.2 21,939,724 22,893,624
2,648,047,011 1,973,120,263
Deferred tax on surplus / (deficit) on revaluation of:
- Securities measured at FVOCI / Available for sale securities 384,614,291 609,735,752
- Property & equipment 21.1 (1,453,282,886) (1,269,624,630)
- Non-banking assets acquired in satisfaction of claims - -
(1,068,668,595) (659,888,878)
1,579,378,416 1,313,231,385
21.1  Surpluson revaluation of property & equipment
Surplus on revaluation of property & equipmentas atJanuary 1 3,847,347,375 3,968,328,363
Recognised during the year - -
Realised on disposal during the year - net of deferred tax - -
Related deferred tax liability on surplus realised on disposal - -
Transferred to unappropriated profit in respect of incremental
depreciation charged during the year - net of deferred tax (81,057,260) (85,896,500)
Related deferred tax liability on incremental
depreciation charged during the year (39,923,728) (35,084,488)
Surplus on revaluation of property & equipment as at December 31 3,726,366,387 3,847,347,375
Less: related deferred tax liability on:
- revaluation as at January 1 1,269,624,630 1,150,815,223
- revaluation recognised during the year - -
- surplus realised on disposal during the year - -
- Impact of change in tax rate 223,581,984 153,893,895
- incremental depreciation charged during the year (39,923,728) (35,084,488)
1,453,282,886 1,269,624,630
2,273,083,501 2,577,722,745
21.2 Surpluson revaluation of non-banking assets acquired
in satisfaction of claims
Surplus on revaluation as atJanuary 1 22,893,624 23,847,524
Recognised during the year - -
Realized on disposal during the year - -
Incremental depreciation (953,900) (953,900)
Surplus on revaluation as at December 31 21,939,724 22,893,624
22, CONTINGENCIES AND COMMITMENTS
- Guarantees 22.1 3,316,800,526 70,000,000
- Commitments 22.2 3,166,708,369 759,115,718
6,483,508,895 829,115,718
22,1 Guarantees:
Financial guarantees 3,316,800,526 70,000,000
222 Commitments:
Commitment for the acquisition of:
- Property & equipment 821,801 8,935,734
-Intangible assets 2,575,000 2,525,000
3,396,801 11,460,734
Non disbursed commitment for term and working capital finance 3,163,311,568 747,654,984
3,166,708,369 759,115,718
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223

223.1

i)

iii)

2232

223.2.1

22322

223.23

Other contingent liabilities
Tax contingencies- Holding Company

The Appellate Tribunal Inland Revenue (ATIR) Islamabad did not accept the Holding Company's contention on certain matters in appeals
relating to tax years 2004 to 2006, 2008 to 2010 and 2012 to 2014. These issues mainly relate to disallowance of provision for non
performing loans and apportionment of expenses between income subject to final tax regime and normal tax regime. The Holding
Company's has filed tax references before the Islamabad High Court. For tax years 2004 to 2006 and 2008 to 2010 the Islamabad High
Court (IHC) remanded back the matters of disallowance of provision for non performing loans and apportionment of expenses between
income subject to final tax regime and normal tax regime to the assessing officer. However, appeal effect proceedings yet to commence.
For tax year 2012 to 2014, cases are still pending adjudication. The Holding Company's however, accounted for the impact of tax of Rs.
617.237 million on provision for non performing loans & advances by routing it through Profit & Loss in the year 2018.

The related tax demands for all the aforesaid tax years aggregate to Rs 1,091.694 million, out of which Rs 635.194 million has been paid by /
recovered from the Holding Company's.

For the tax years 2015 to 2018, the assessing officer amended the Holding Company's assessment under section 122(5A) of the Income
Tax Ordinance 2001 and created an aggregate tax demand of Rs. 1,463.932 million by making various add backs and disallowances. The
Holding Company's preferred appeals before Commissioner Inland Revenue - Appeals [CIR(A)] who in terms of separate appellate orders
remanded majority of the matters to the assessing officer and on certain matters upheld the actions of assessing officer. The Holding

Company's has preferred separate appeals before ATIR for aforesaid cases which are pending adjudication.

For tax years 2015 to 2017 proceedings under section 161 were initiated and cummulative demand of Rs. 276.482 million was created on
account of alleged default in withholding of tax out of which Rs 26.034 million has been paid by /recovered from the Holding Company's.
The Holding Company's preferred appeal before the CIR(A) who remanded certain issues and upheld certain matters. The Holding

Company's preferred further appeal before ATIR which is pending adjudication.

The management, based on the opinion of its legal counsels, believes that the above mentioned matters are likely to be decided in favour
of the Holding Company's at superior appellate forums and therefore no further charge is required to be recognised in these consolidated
financial statements.

Tax contingencies- subsidiary company

The return filed by the subsidiary company was amended vide assessment order under section 122(1) of the Ordinance, for the tax year
2015 creating an aggregate demand amounting PKR 9,022,333. The subsidiary company filed an appeal before the (CIR(A) against the
said order on July 27,2021 which has not yet been fixed for hearing. The management is of the view that a favorable outcome is expected.

The assessment in respect of tax year 2016 was amended by Additional Commissioner Inland Revenue vide assessment order bearing bar
code No. 100000125720901 dated June 13, 2022 under Section 122 (5A) of the Ordinance creating an aggregate demand amounting Rs.
183,642.The subsidiary company filed an appeal against the aforesaid assessment order before the CIR(A). The CIR(A) has remanded back
the case.

The assessment in respect of tax year 2017 was amended by the assessing officer under section 122(5A) of the Ordinance by creating
demand amounting PKR 179,569. The subsidiary company filed an appeal before the CIR(A) which has been Annulled back by the CIRA
vide Appellate Order bearing Bar code No. 100000158155259 dated August 25, 2023.

Subsequently, the assessing officer passed an order creating demand amounting PKR 19,256,487 under section 161(1A) of the Ordinance
for the tax year 2017. The Company filed an appeal before the CIR(A) against the said order on January 05, 2023 which has been
remanded back by the CIRA vide Appellate Order bearing Bar code No. 100000158411693 dated August 29, 2023.

Saudi Pak Industrial And Agricultural Investment Company Limited
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2233 Other contingencies - Holding Company
i) MACPAC Films Limited (Suit No. B-24/2014 of Rs. 1,040.623 million)

Macpac Films Limited Karachi ("Customer") availed a Term Finance of Rs.125.00 million in 2003/04 and then defaulted. In 2011, a settlement
package was approved by Holding Company containing waiver/write-off of Rs.72.659 million on account of markup and liquidated
damages subject to payment of Rs.100.141 million. The Customer accepted and paid Rs.100.141 million. The write off/waiver was reported
to the State Bank of Pakistan (SBP) in compliance with regulatory requirements. Customer had requested Holding Company and SBP to
remove its name from CIB of SBP as it was allegedly impacting the customer's business which was neitheraccepted by SBP nor Holding
Company. Customer filed the instant suit in the Court which is being contested on merit. Upon Court's direction, SBP had also filed
comments endorsing regulatory compliance by Holding Company. Evidence of the customer was recorded and part evidence of Holding
Company witness is also recorded. Now case is fixed for recording of remaining evidence of Holding Company witnesses. Prima facie, there
is no substance in this frivolous suit, therefore, it is expected that it will be dismissed on merits after due process of law.

ii) Muhammad Zafar Sultan Parachavs. Saudi Pak, Federation of Pakistan, DHA, Mukhtiar kar Gadap Town, Karachi
(SuitNo0.1065/20140fRs. 200 million)

On April 27,2014, the Holding Company's invited bids for the sale of four properties i.e. farm house at Gadap Town and three plots (DHA
Plots N0.9-C, 17-C, 20-C) at Karachi. Highest bid of Rs.134.500 million offered by Mr. Mudassir for only three plots at DHA was accepted.
Down payment was received and sale agreement dated June 2, 2014 was executed between Holding Company and the highest bidder
through his nominee. Mr. Zafar Sultan Paracha had offered a lower bid of Rs. 93 million against all the four properties therefore his bid was
rejected. He filed the subject suitin the Sindh High Court, Karachiand obtained an interim stay on July 5,2014 restraining transfer of the
above mentioned plots. Holding Company contested and got the stay vacated through Court as a result, three plots at DHA were
transferred to the successful bidder/buyer after receipt of balance sale consideration. Mr. Piracha then filed an Appeal in the Court against
the Stay Vacation Order which was also contested by Holding Company, separately. While vacating the stay order, the learned Judge of
the Sindh High Court had observed that remaining suit to the extent of damages claimed against alleged loss of business opportunity etc,
will separately be heard and decided. Appeal was fixed for hearing on 20 April 2022 but neither the counsel nor the Appellantattended
the hearing, therefore, the Division Bench of the Sindh High Court dismissed the appeal for non-prosecution. Holding Company has filed
its reply in the suit proceeding and filed application for rejection of plaint being withoutany merits having no cause of action. Hearing is
now scheduled on 06 March 2023 for settling issues for evidence of parties and arguments on Holding Company application seeking out-
right rejection of the plaint. Prima facie, the suitis baseless, as no cause of action is accrued to the Plaintiff, therefore, it is expected that it will
be dismissed after due process of law.

iii)  Kohinoor Spinning Mills Limited and its Guarantors vs. Saudi Pak (Suite No.258676/2018 of Rs.600 million)

The Customer availed disbursement of TFF of Rs.400 million from Holding Company on 11.12.2014 via RTGS but defaulted after part
payments whereof Holding Company filed a recovery suit COS No.17/2017 of Rs.396.085 million against the Customer and its
directors/guarantors in the Lahore High Court, Lahore in which proceedings still continue. After due process it will be decreed in favor of
Holding Company.

As a counter-blast, the Customer subsequently filed a frivolous damages suit of Rs.600 million against Holding Company in the same
Court, during 2018, alleging therein that: (i) TFF of Rs.400.00million not disbursed to the Customer; & (ii) Customer suffered business losses
of Rs.200.00 million which may also be granted to the Customer. Its reply (PLA) was filed by Holding Company. Itis still at evidence stage.
Customer has filed affidavits in evidence of its witnesses. It will be fixed for cross examination of customer’s witnesses. Holding Company
evidence will be recorded after completion of customer’s evidence. Prima facie suit of the Customer is baseless/frivolous having no
substance. Itis therefore expected that it will be dismissed on merits after due process of law.
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23, Presently, the Group does not deal in derivative products.

24. MARK-UP / RETURN / INTEREST EARNED

Loans and advances
Investments

Lendings to financial institutions
Balances with banks

24.1 Interest income (calculated using effective interest rate method) recognised on:

Financial assets measured at amortised cost
Financial assets measured at FVOCI

Saudi Pak Industrial And Agricultural Investment Company Limited

2023

2022

Rupees

1,514,593,743

1,062,279,338

7,992,777,860 4,088,857,074
394,861,039 26,062,611
14,483,263 9,691,975
9,916,715,905 5,186,890,998
2,174,900,459 1,288,907,997
7,741,815,446 3,897,983,001
9,916,715,905 5,186,890,998
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25,

25.1

25.2

26.

27.

271

28.

2023 2022
Note Rupees
MARK-UP / RETURN / INTEREST EXPENSED
Deposits 25.2 787,725,180 347,353,169
Borrowings
Securities purchased under repurchase agreements 7,430,729,633 3,444,840,982
Other short term borrowings 385,090,507 486,422,628
Long term finance for export oriented projects from SBP 96,924,429 40,187,941
Long term borrowings 855,615,651 337,890,358
8,768,360,220 4,309,341,909
Brokerage fee 2,232,177 4,666,899
9,558,317,577 4,661,361,977
Interest expense calculated using effective interest rate method 9,556,085,400 4,656,695,078
Other financial liabilities 2,232,177 4,666,899
9,558,317,577 4,661,361,977

The markup expensed amounting to Rs. 2,069,202 (2022: Rs. 1,225,668) relates to Saudi Pak Employees Contributory Fund.

2023 2022
Note Rupees
FEE & COMMISSION INCOME
Credit related fees 13,994,833 8,775,000
Commission on guarantees 42,526,526 175,000
56,521,359 8,950,000

(LOSS) / GAIN ON SECURITIES
Realized 27.1 209,849,835 66,148,755
Unrealized - measured at FVPL / held for trading 9.1 281,748,756 1,347,140

491,598,591 67,495,895
Realised (loss) / gain on:
Federal Government Securities (165,073,850) 51,000
Shares - listed 374,923,685 37,493,074
Shares - unlisted - 28,604,681

209,849,835 66,148,755
OTHER INCOME
Renton property - net 28.1 278,658,273 237,770,603
Gain / (loss) on sale of property & equipment - net 258,493 22,753,534
Other rental 1,818,101 1,682,700
Sale of scrap items 1,669,192 223,049
Others 4,583,557 10,646,926

286,987,616 273,076,812

Annual Report 2023




NOTES TO THE CONSOLIDATED
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2023 2022
28.1 Renton property - net Note Rupees
Rental income 522,479,889 469,137,177
Less: property expense
Salaries, allowances and employee benefits 34,884,715 34,718,943
Traveling and conveyance 2,800 2,700
Medical 465,071 1,228,016
Janitorial services 14,822,185 12,624,321
Security services 21,548,161 24,523,502
Insurance 2,370,712 2,170,994
Postage, telegraph, telegram and telephone 19,121 41,632
Printing and stationery 92,059 124,541
Utilities 21,447,278 13,067,191
Consultancy and professional charges 902,500 -
Repairs and maintenance 18,843,232 16,287,578
Rent, rates and taxes 2,659,381 2,656,870
Depreciation 123,305,824 122,185,410
Office general expenses 2,458,577 1,734,876
243,821,616 231,366,574
278,658,273 237,770,603
29. OPERATING EXPENSES
Total compensation expense 29.1 294,393,553 279,547,285
Property expense
Rent & taxes 603,223 526,106
Insurance 338,673 310,142
Utilities cost 26,899,621 26,029,722
Security (including guards) 4,750,205 4,892,041
Repair and maintenance (including janitorial charges) 4,809,345 4,130,272
Depreciation 17,615,118 17,455,058
55,016,185 53,343,341
Information technology expenses
Software maintenance 12,738,667 7,550,749
Hardware maintenance 2,603,446 1,911,398
Amortisation 3,926,760 4,422,525
Network charges 5,941,406 4,324,979
25,210,279 18,209,651
Other operating expenses
Shareholders' fee - (5,293,500)
Directors' fees and allowances 22,190,000 25,250,000
Legal and professional charges 5,698,764 5,708,367
Consultancy, custodial and rating services 12,526,092 9,379,323
Outsourced services costs 38,046,155 40,668,689
Travelling and conveyance 30,538,417 36,723,947
Depreciation 30,799,172 28,215,423
Training and development 3,557,823 2,819,548
Postage and courier charges 432,486 419,168
Communication 4,267,188 4,085,899
Stationery and printing 5,770,209 5,451,222
Marketing, advertisement and publicity 5,262,708 2,672,104
Donations 29.2 2,327,582 3,000,000
Auditors' remuneration 293 3,065,000 3,200,250
Repairand maintenance 7,123,834 4,438,299
Insurance 2,226,807 1,879,022
Office and general expenses 19,338,582 16,199,043
Bank charges 259,520 254,813
193,430,339 185,071,617
568,050,356 536,171,894

Saudi Pak Industrial And Agricultural Investment Company Limited
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2023 2022
29.1 Total compensationexpense e Rupees ----------------
Fees and allowances etc. - -
Managerial remuneration
i) Fixed 112,647,075 119,285,632
ii) Variable
of which;

a) Cash bonus /awards etc. 33,200,000 11,200,000
b) Bonus & awards in shares etc. - -
Charge for defined benefit plan 10,094,219 10,887,223
Contribution to defined contribution plan 7,111,475 10,589,261
Compensated absences 4,473,971 7,694,770
Leave fare assistance 3,979,619 4,434,247
Exgratia 7,536,924 9,128,662
Rent & house maintenance 54,901,154 52,492,716
Utilities 9,889,934 11,169,873
Medical 20,936,912 19,250,912
Conveyance 24,293,196 20,181,714

Grant to employee - -
Others 29.11 5,329,074 3,232,275
Sub-total 294,393,553 279,547,285
Sign-on bonus - -
Severance allowance - -
Grand total 294,393,553 279,547,285
29.1.1 This includes mainly group life insurance for permanent employees.
29.2 Donations
Noon-Educational Services (Pvt) Ltd 1,000,000 -
Anjuman Faiz-Ul-Islam (Reg) Rawalpindi 1,027,582 =
Prime Minister's Flood Relief Fund Account 2022 - 2,000,000
Aziz Jehan Begum Trust For The Blind 300,000 300,000
Make-A-Wish Foundation Pakistan - 400,000
Cancer Foundation Hospital - 300,000
2,327,582 3,000,000
29.3 Auditors' remuneration
Grant Thomton Anjum Rahman
Audit fee 1,820,000 1,700,000
Half yearly review 820,000 750,000
Fee for other statutory certifications 250,000 200,000
Out of pocket expenses 175,000 175,000
3,065,000 2,825,000
Fee for other certifications - 375,250
Tax services - -
3,065,000 3,200,250
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2023 2022
30. OTHERCHARGES e Rupees -
Penalties imposed by State Bank of Pakistan - 30,000
- 30,000
31. CREDIT LOSS ALLOWANCE / PROVISIONS & WRITE OFFS - NET
Credit loss allowance / provisions against lending to financial institutions 160,987 -
Credit loss allowance / provisions for diminution in value of investments - net 96,799,311 204,114,878
Credit loss allowance / Provisions against loans and advances - net 328,507,658 113,895,841
Other credit loss allowance 41,900,608 -
Bad debts written off directly - -
467,368,564 318,010,719
32. TAXATION
Current tax
Currentyear 227,093,863 211,252,963
Prior year 2,707,551 47,537,381
229,801,414 258,790,344
Deferred tax
Currentyear (169,527,086) (168,516,347)
Prior year = =
(169,527,086) (168,516,347)
321 60,274,328 90,273,997
32.1 Relationship between tax expense and accounting profit
Accounting profit for the year - 443,075,339
Tax rate = 29%
Tax on accounting profit - 128,491,848
Tax effect on income subject to lower rate of taxation - (73,641,008)
Tax effect of prior years - 47,537,381
Impact of super tax for current year - 31,327,256
Impact of change of rate on deferred tax - (99,581,727)
Reversal of deferred tax asset for prior year - -
Minimum tax of subsidiary company - 7,644,770
Permanent differences on
Reversal of provision against investment - 47,113,204
Expenses not claimable against rental income - (2,089,590)
Right of use asset under IFRS - 16 Leases - -
Others - 3,471,863
- 90,273,997

322 Current year income of the Holding Company is subject to alternate corporate tax under section 113(c) of the Income Tax Ordinance, 2001
(the "Ordinance").

33. BASIC / DILUTED EARNINGS PER SHARE 2023 2022
Profit for the year - Rupees 528,352,296 352,801,342
Weighted average number of ordinary shares 676,500,000 676,500,000
Basic/diluted earnings per share - Rupee 0.781 0.522

Saudi Pak Industrial And Agricultural Investment Company Limited
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35.

35.1

36.

36.1

36.2

36.3

2023 2022
CASH AND CASH EQUIVALENTS e Rupees ----------------
Cash and Balance with treasury banks 134,586,641 116,440,110
Balance with other banks - Gross 96,857,423 137,866,992
231,444,064 254,307,102
2023 2022
STAFF STRENGTH (Number) --------—---
Permanent 71 73
On Group contract 2 1
Group own staff strength at the end of the year 73 74

In addition to the above, 76 (2022: 85) employees of outsourcing services companies were assigned to the Company as at the end of the year
to perform services other than security and janitorial services. No employee was working abroad.

DEFINED BENEFIT PLAN

General description

The Group operates an approved funded gratuity scheme for all its reqular employees and GM/CEO. Contributions are made in accordance
with the actuarial recommendations. The benefits under the gratuity fund are payable in lump sumon retirement at the age of 60 years or
earlier cessation of service, subject to minimum service period of three years. The benefit is equal to month's last drawn basicsalary for each
completed year of eligible service and on pro-rata basis for the incomplete year. The latest actuarial valuation of defined benefit plan was
conducted at December 31, 2023 using the projected unit credit method. Detail of the defined benefit plan are:

Number of employees underthe scheme

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

Gratuity fund 72 74

Principal actuarial assumptions

The latest actuarial valuations was carried out as at December 31, 2023 using the following significant assumptions:

2023 2022

Discount rate - (the Holding Company) 15.50% per 14.50% perannum
annum

Discount rate - (the subsidiary company) 15.50% per 11.75% perannum
annum

Expected rate of return on plan assets 18.01% per 12.57% perannum
annum

Expected rate of salary increase - (the Holding Company) 13.50% per 12.50% perannum
annum

Expected rate of salary increase - (the subsidiary company) N/A N/A

Mortality rates SLIC (2001-05)-1  SLIC (2001-05)-1

Rate of employee turnover Moderate Moderate
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2023 2022
———————————————— Rupees ----------------
364 Reconciliation of payable to defined benefit plans
Present value of obligations 59,153,148 78,318,840
Fair value of plan assets (56,807,049) (68,303,106)
Payable to Member = =
Net liability payable 2,346,099 10,015,734
36.5 Movement in defined benefit obligations
Obligations at the beginning of the year 78,318,840 67,985,232
Current service cost 8,720,211 7,947,441
Interest cost 11,565,423 7,958,153
Benefits paid by the Group (31,823,654) (9,439,947)
Past service cost/ (Plan Curtailment) = 2,108,206
Benefits Payable - -
Re-measurement loss (7,627,672) 1,759,755
Obligations at the end of the year 59,153,148 78,318,840
36.6 Movement in fair value of plan assets
Fair value at the beginning of the year 68,303,106 60,397,842
Interest income on plan assets 10,191,415 7,126,577
Contributions by Group - net 10,219,869 10,308,832
Benefits paid by the Fund to the Group (31,823,654) (9,867,808)
Re-measurements: net return on plan assets
over interest income - loss 36.8.2 (83,687) 337,663
Fair value at the end of the year 56,807,049 68,303,106
36.7 Movement in payable under defined benefit schemes
Opening balance 10,015,734 8,015,251
Charge for the year 10,094,219 10,887,223
Benefits paid to outgoing members (31,823,654) (9,439,947)
Contribution by the Group - net (10,219,869) (10,308,832)
Re-measurement loss recognised in OCI
during the year 36.8.2 (7,543,985) 1,422,092
Amount paid by the fund to the Group 31,823,654 9,439,947
Closing balance 2,346,099 10,015,734
368  Charge fordefined benefit plans
36.8.1 Cost recognised in profit and loss
Current service cost 8,720,211 7,947,441
Past service cost (credit) arising on plan curtailment - 2,108,206
Netinterest on defined benefit liability 1,374,008 831,576
10,094,219 10,887,223
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36.82 Re-measurementsrecognised in OCl during the year 2023 2022
B R DEESEE s
Loss / (gain) on obligation
- Demographicassumptions = =
- Financial assumptions 393,335 920,363
- Experience adjustments (8,021,007) 839,392
Total actuarial loss on obligation (7,627,672) 1,759,755
Return on plan assets over interest income - loss 83,687 (337,663)
Total re-measurements recognised in OCI (7,543,985) 1,422,092

36.9 Components of plan assets

Cash and cash equivalents - net 4,496,036 5,390,951
Term deposit receipts (TDR) / Certificate of Investment - unquoted 49,435,055 60,448,597
Investmentin mutual funds 2,875,958 2,463,558

56,807,049 68,303,106

36.9.1 There is no significant risk associated with the plan assets, as it consists of fixed interest rate bearing TDR's and saving accounts with
financial institutions having satisfactory credit ratings.

36.10 Sensitivity analysis

A sensitivity analysis is performed by varying one assumption keeping all other assumptions constantand calculating the impact on
the present value of the defined benefit obligations under the gratuity scheme. The increase in the present value of defined benefit
obligations as a result of change in each assumption is summarized below:

2023 2022
———————————————— Rupees —-—-——-——--

Discount rate +0.5% 54,441,714 74,156,278
Discount rate -0.5% 58,662,905 78,443,112
Long term salary increase +0.5% 58,819,910 78,647,254
Long term salary increase -0.5% 54,277,215 73,944,945

2024

- Rupees -—
36.11 Expected contributions to be paid to the fund in the next financial year 7,301,419
36.12 Expected charge fornext financial year

Current service cost 7,024,022
Netinterest on defined benefit asset/ liability 277,397
7,301,419
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2023 2022
———————————————— Rupees -——-———-
36.13 Maturity profile

Distribution of timing of benefit payments (years)

- 1 8,215,889 5,790,920
= 2 11,990,331 42,119,346
- 3 3,682,441 11,911,730
- 4 5,556,837 3,517,027
= 5 6,623,269 5,335,696
= 6-10 140,098,187 103,796,055
Weighted average duration of the PBO (years) - (the Holding Company) 6.96 5.27
Weighted average duration of the PBO (years) - (the subsidiary company) 6.00 6.00

36.14 Funding Policy

An implicit, though not formally expressed objective is that the liabilities 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.

36.15 Significant risk associated with the staff retirement benefit schemes

Asset volatility The risk of the investment underperforming and not being sufficient to meet the liabilities.
Changesin bond yields Not applicable as underling interest rate on bonds is fixed.
Inflation risk The i.nvestment and bank balances may lose its value due to the increase of general
inflation rate.
Life expectancy The risI.< t.hat the. actual .mo.rtalit.y experience is different. The effect depends on the
beneficiaries' service/age distribution and the benefit.
The risk of higher or lower withdrawal experience than assumed. The final effect could go
Withdrawal rate either way depending on the beneficiaries' service/age distribution and the benefit.

37. DEFINED CONTRIBUTION PLAN

The Group operates a recognized provident fund scheme for all its reqular employees for which equal monthly contributions are made
both by the Group and by the employees to the Fund at the rate of 10% of basicsalary of the employee. Payments are made tothe
employees as specified in the rules of the Fund. As per latest available unaudited financial statements of the Fund, total assets of the
Fund as at December 31, 2023 were Rs. 133,724,385 (2022: Rs. 141,427,906).

Saudi Pak Industrial And Agricultural Investment Company Limited
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39. FAIR VALUE MEASUREMENTS
The fair value of traded investments is based on quoted market prices, except for securities classified by the Group as ‘amortised cost'. Securities classified as amortised cost
are carried at amortized cost. Fair value of unquoted equity investments, other than subsidiary and associates, is determined on the basis of break up value of these

investments as per the latest available audited financial statements. Further, financial statements of several unquoted equity investments are not available whether due to
liquidation or litigation, hence, breakup value of these investments can not be determined.

Fair value of unquoted debt securities, fixed term loans, other assets, other liabilities and fixed term deposits cannot be calculated with sufficient reliability due to the
absence of current and active market for such assets and liabilities and reliable data regarding market rates for similar instruments. The provision for impairment of loans and
advances has been calculated in accordance with the Group's accounting policy as stated in note 5.5

Fair value of remaining financial assets and liabilities except fixed term loans, staff loans, non-performing advances and fixed term deposits is not significantly different from
the carrying amounts since assets and liabilities are either short term in nature or are frequently repriced in the case of customer loans and deposits.

39.1 Fairvalue of financial assets
The Group 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 (Pakistan Stock Exchange) 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)

orindirectly (i.e. derived from prices) available at MUFAP, Reuters page, redemption prices determined by valuers on the panel of Pakistan Bank's Association .

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

The table below analyses financial instruments carried at fair values, by the level in the fair value hierarchy into which the fair value measurementis categorised.

Carrying / Notional 2023
Value Level 1 Level 2 Level 3 Total
On balance sheet financial instruments Rupees
Financial assets - measured at fair value
Investments
Federal Government Securities 25,140,496,800 - 25,140,496,800 - 25,140,496,800
Shares 1,377,529,300 1,377,529,300 - - 1,377,529,300
Open end Mutual Fund 132,664,516 132,664,516 - - 132,664,516
Non-Government Debt Securities 980,803,415 - 980,803,415 - 980,803,415
Financial assets -
disclosed but not measured at fair value
Investments
Federal Government Securities 6,241,392,062 - - 6,241,392,062 6,241,392,062
Non-Government Debt Securities 586,301,454 5 = 586,301,454 586,301,454
Cash and balances with treasury banks 134,586,641 = = - -
Balances with other banks 96,679,459 - - - -
Advances 8,262,473,645 - - - -
Other assets 2,621,274,925 - - - -
Off-balance sheet financial instruments -
measured at fairvalue - - - o
Carrying /Notional 2022
Value Level 1 Level 2 Level 3 Total
On balance sheet financial instruments Rupees
Financial assets - measured at fairvalue
Investments
Federal Government Securities 31,193,768,300 - 31,193,768,300 - 31,193,768,300
Shares 2,225,006,399 2,225,006,399 = - 2,225,006,399
Open end Mutual Fund 189,328,632 = 189,328,632 - 189,328,632
Non-Government Debt Securities 891,725,421 = 891,725,421 = 891,725,421
Financial assets -
disclosed but not measured at fairvalue
Investments
Non-Government Debt Securities 1,000,515,000 = = 1,000,515,000 1,000,515,000
Federal Government Securities 143,666,166 - - 143,666,166 143,666,166
Cash and balances with treasury banks 116,440,110 = = = =
Balances with other banks 137,866,992 - = = =
Advances 9,119,337,560 = - - -
Other assets 2,249,071,400 - - - -

Off-balance sheet financial instruments -
measured at fairvalue = o = -

Saudi Pak Industrial And Agricultural Investment Company Limited
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Valuation tech

iques used in det ination of fair valuation of financial instruments within level 2 and level 3

Items

Valuation approach and input used

Federal Government securities

The fair values of Federal Government securities are determined on the basis of PKRV rates / prices sourced
from Mutual Funds Association of Pakistan (MUFAP) and these securities are classified under level 2.

Non-Government Debt Securities

Investment in Non-Government Debt Securities determined in Rupees are valued on the basis of rates
announced by MUFAP. These are classified in level 2. Where market rates of these securities are notavailable
on MUFAP as at December 31, 2023, therefore, these securities are classified level 3.

39.2 The Group’s policy is to recognise transfers into and out of the different fair value hierarchy levels at the date of the event or change in circumstances that caused such
transfer. There were no transfers between levels 1 and 2 during the year.

393 Fairvalue of non-financial assets

In case of non-financial assets, the Group has adopted revaluation model (as per IAS 16) in respect of leasehold land, building and non-banking assets acquired in

satisfaction of claims.

The property and equipment of the Holding Company were recently revalued by independent professional valuer as at December 31, 2021. The revaluation was carried out
by M/s Impulse (Pvt) Limited on the basis of professional assessment of present market values.

The non banking assets acquired from Irfan Textile were last revalued by independent professional valuerin December 2021. The revaluation was carried out by M/s Amir
Evaluators and consultants on the basis of professional assessment of recent market values.

Non-financial assets

Operating fixed assets
Property and equipment (lease hold land, building
& others)

Other assets
Non banking assets acquired in satisfaction of claims

Non-financial assets

Operating fixed assets
Property and equipment (lease hold land, building
& others)

Other assets
Non banking assets acquired in satisfaction of claims

2023
Level 1 Level 2 Level 3 Total
Rupees
- - 4,420,051,054 4,420,051,054
- - 71,439,012 71,439,012
2022
Level 1 Level 2 Level 3 Total
Rupees
- - 4,292,468,333 4,292,468,333
= = 74,545,056 74,545,056

Valuation techniques used in detemmination of fair valuation of financial instruments within level 2 and level 3

Items

Valuation approach and input used

Operating fixed assets and non-banking assets
acquired in satisfaction of claims

Land, buildings and other fixed assets and non-banking assets acquired in satisfaction of claims are
revalued on a periodic basis using professional valuers. The valuation is based on their assessment of the
market value of the assets. The effect of changesin the unobservable inputs used in the valuations cannot
be determined with certainty, accordingly a qualitative disclosure of sensitivity has not been presented in
these consolidated financial statements.
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40. SEGMENT INFORMATION

40.1 Segment details with respect to business activities

2023
Corporate Trading Building rental
Finance and sales services Total
Rupees
Profit &loss
Net mark-up/return/profit 12,678,856 325,441,206 20,278,266 358,398,328
Non mark-up / return / interest income 56,223,795 893,902,886 315,520,535 1,265,647,216
Total income 68,902,651 1,219,344,092 335,798,801 1,624,045,544
Segment direct expenses 90,833,841 453,745,294 23,471,221 568,050,356
Total expenses 90,833,841 453,745,294 23,471,221 568,050,356
Provisions 446,821,173 20,547,391 = 467,368,564
Profit before tax (468,752,363) 745,051,407 312,327,580 588,626,624
Balance sheet
Cash & bank balances - 224,887,948 6,378,152 231,266,100
Investments 880,253,885 33,956,269,154 132,664,516 34,969,187,555
Lendings to financial institutions - 3,249,994,713 - 3,249,994,713
Advances - performing 7,997,516,086 - 253,503 7,997,769,589
Advance - non-performing net of provision 264,704,056 - - 264,704,056
Others 2,227,143,677 4,474,365,605 3,027,349,188 9,728,858,470
Total asset: 11,369,617,704 41,905,517,420 3,166,645,359 56,441,780,483
Borrowings 7,755,256,526 29,444,031,600 - 37,199,288,126
Deposits & other accounts 3,665,000,000 - = 3,665,000,000
Others 194,365,461 699,578,833 190,822,168 1,084,766,462
Total liabilities 11,614,621,987 30,143,610,433 190,822,168 41,949,054,588
Equity - - - 14,492,725,895
Total equity &liabilities 11,614,621,987 30,143,610,433 190,822,168 56,441,780,483
Contingencies &commitments 6,480,570,445 1,905,007 1,033,443 6,483,508,895
2022
Corporate Trading Building rental
Finance and sales services Total
Rupees

Profit &loss
Net mark-up/return/profit 211,295,942 289,277,732 24,955,347 525,529,021
Non mark-up /return / interest income 8,950,000 495,858,711 266,950,220 771,758,931
Total income 220,245,942 785,136,443 291,905,567 1,297,287,952
Segment direct expenses 112,356,245 400,529,436 23,316,213 536,201,894
Total expenses 112,356,245 400,529,436 23,316,213 536,201,894
Provisions / (reversals) 97,424,113 220,586,606 - 318,010,719
Profit before tax 10,465,584 164,020,401 268,589,354 443,075,339
Balance sheet
Cash &bank balances - 244,312,890 9,994,212 254,307,102
Investments 1,000,515,000 34,820,500,128 332,994,798 36,154,009,926
Lendings to financial institutions - - - -
Advances - performing 8,610,024,073 - 47,498 8,610,071,571

- non-performing 509,265,989 - - 509,265,989
Others 1,686,531,797 3,607,102,073 3,054,026,140 8,347,660,010
Total asset: 11,806,336,859 38,671,915,091 3,397,062,648 53,875,314,598
Borrowings 9,633,924,998 27,140,941,851 - 36,774,866,849
Deposits & other accounts 511,628,107 1,441,371,893 - 1,953,000,000
Others 138,698,706 467,570,571 204,220,938 810,490,215
Total liabilities 10,284,251,811 29,049,884,315 204,220,938 39,538,357,064
Equity 5 = = 14,336,957,534
Total equity &liabilities 10,284,251,811 29,049,884,315 204,220,938 53,875,314,598
Contingencies &commitments 818,555,809 2,537,828 8,022,081 829,115,718

Saudi Pak Industrial And Agricultural Investment Company Limited




NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

40.2 Segment details with respect to geographical locations

GEOGRAPHICAL SEGMENT ANALYSIS 2023
In Pakistan UL Total

Pakistan
Profit &loss Rupees
Net mark-up/return/profit 358,398,328 - 358,398,328
Inter segment revenue - net - - -
Non mark-up /return / interest income 1,265,647,216 = 1,265,647,216
Total income 1,624,045,544 = 1,624,045,544
Segment direct expenses 568,050,356 - 568,050,356
Inter segment expense allocation - - -
Total expenses 568,050,356 = 568,050,356
Provisions 467,368,564 - 467,368,564
Profit before tax 588,626,624 = 588,626,624
Balance sheet
Cash & bank balances 231,266,100 - 231,266,100
Investments 34,969,187,555 ° 34,969,187,555
Net inter segment lendings - - -
Lendings to financial institutions 3,249,994,713 - 3,249,994,713
Advances - performing 7,997,769,589 = 7,997,769,589
Advances - non-performing net of provision 264,704,056 - 264,704,056
Others 9,728,858,470 = 9,728,858,470
Total asset: 56,441,780,483 - 56,441,780,483
Borrowings 37,199,288,126 ° 37,199,288,126
Deposits & other accounts 3,665,000,000 - 3,665,000,000
Netinter segment borrowing - = =
Others 1,084,766,462 - 1,084,766,462
Total liabilities 41,949,054,588 - 41,949,054,588
Equity 14,492,725,895 = 14,492,725,895
Total equity &liabilities 56,441,780,483 - 56,441,780,483
Contingencies &commitments 6,483,508,895 - 6,483,508,895

2022
In Pakistan Guilels Total

Pakistan
Profit &loss
Net mark-up/return/profit 525,529,021 o 525,529,021
Inter segment revenue - net = = o
Non mark-up /return /interest income 771,758,931 S 771,758,931
Total Income 1,297,287,952 ° 1,297,287,952
Segment direct expenses 536,201,894 S 536,201,894
Inter segment expense allocation - - -
Total expenses 536,201,894 - 536,201,894
Provisions 318,010,719 = 318,010,719
Profit before tax 443,075,339 - 443,075,339
Balance sheet
Cash & bank balances 254,307,102 - 254,307,102

Investments 36,154,009,926 - 36,154,009,926
Netinter segment lendings - -
Lendings to financial institutions - - -

Advances - performing 8,610,071,571 - 8,610,071,571
Advances - non-performing net of provision 509,265,989 - 509,265,989
Others 8,347,660,010 = 8,347,660,010
Total asset: 53,875,314,598 - 53,875,314,598
Borrowings 36,774,866,849 - 36,774,866,849
Deposits & other accounts 1,953,000,000 - 1,953,000,000
Netinter segment borrowing = = =

Others 810,490,215 - 810,490,215
Total liabilities 39,538,357,064 o 39,538,357,064
Equity 14,336,957,534 = 14,336,957,534
Total equity &liabilities 53,875,314,598 - 53,875,314,598
Contingencies &commitments 829,115,718 - 829,115,718
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

42. CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

Minimum Capital Requirement (MCR):

Paid-up capital (net of losses) 6,765,000 6,765,000
Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capital 12,299,877 12,253,559
Eligible Additional Tier 1 (ADT 1) Capital - -
Total Eligible Tier 1 Capital 12,299,877 12,253,559
Eligible Tier 2 Capital 1,680,616 1,124,774
Total Eligible Capital (Tier 1 + Tier 2) 13,980,493 13,378,333
Risk Weighted Assets (RWAs):

Credit Risk 26,355,145 22,217,420
Market Risk 3,489,031 6,111,660
Operational Risk 3,099,671 2,876,520
Total 32,943,848 31,205,600
Common Equity Tier 1 Capital Adequacy ratio 37.34% 39.27%
Tier 1 Capital Adequacy Ratio 37.34% 39.27%
Total Capital Adequacy Ratio 42.44% 42.87%

As of December 2023, the Holding Company is required to meet a Tier 1 to RWA ratio and CAR,
includina CCB. of 7.5% and 11.5% resbpectivelv.

Standardized Approach is used for calculating the Capital Adequacy for Market and Credit Risk while
Basic Indicator Aoproach (BIA) is used for Operational Risk.

Leverage Ratio (LR):

Eligible Tier-1 Capital 12,299,877 12,253,559
Total Exposures 62,329,101 53,966,116
Leverage Ratio 19.73% 22.71%

Liquidity Coverage Ratio (LCR):

Total High Quality Liquid Assets 4,903,416 4,639,985
Total Net Cash Outflow 2,987,739 3,295,451
Liquidity Coverage Ratio 164.12% 140.80%
Net Stable Funding Ratio (NSFR):

Total Available Stable Funding 37,546,620 36,098,612
Total Required Stable Funding 24,290,905 21,362,298
Net Stable Funding Ratio 154.57% 168.98%

421 The link to the full disclosures for capital adequacy, leverage and liquidity ratios will be available at
https://www.saudipak.com/financial/
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

43. RISK MANAGEMENT

The Group defines risk as the possibility that an action or event could have adverse outcomes, which could either result
in a direct loss of earnings / capital, or the imposition of constraints on the ability to meet objectives. In the normal
course of business, the Group is exposed to various risks, including, but not limited to, credit, market, liquidity, and
operational risks. The Group recognizes that management of these risks is essential for maintaining financial viability
and achieving objectives. In this regard, the Group's approach to risk management is to ensure the ongoing alignment
of its risk levels with its risk appetite through a coordinated set of activities that direct and control the Group with
regard to risk.

The Group's overall appetite for risk is governed by its Board of Directors (Board) approved "Risk Management Policy",
which delineates key definitions, roles and responsibilities, risk appetite / risk limits, and principles for managing risk
across the Group. The Group's Risk Management Framework, comprising of the Risk Management Policy, other
Board-approved policies, procedural manuals, sound management information system (MIS) and reporting, and clearly
articulated roles, responsibilities and accountabilities, is fundamental to the Group's overall risk management culture
and awareness.

The Group recognizes that responsibility for risk management resides at all levels, since the risk management process-
es rely on individual responsibility and independent oversight. The Board, duly supported by its Risk Management
Committee, is accountable for ensuring that adequate and sound structures and policies are in place for risk manage-
ment. The Management's role is to transform strategic decisions and risk appetite set by the Board into effective
processes and systems, and to institute an appropriate hierarchy to execute and implement the approved policies and
procedures. In this regard, the Group has implemented a three-line-of-defense approach, wherein as a first line of
defense, risk management activities are performed in the business units and functional support units, with the
Divisional Heads being accountable for managing risk in their area of operations in accordance with the Risk Manage-
ment Framework, as well as for the results (both positive and negative) of taking these risks.

To assist in discharge of these responsibilities and accountabilities, various cross-functional committees have been
constituted at the Senior Management level, and delegation of authority in financial / operational powers for the
Divisions / Regional Offices has been clearly defined. The Risk Management Division (RMD) and Compliance Division
(CD) serve as second-line of defense by providing independent oversight of the Group's risk-taking activities and
regulatory compliance respectively. The RMD's responsibilities include the design of a clear, transparent and
well-aligned Risk Management Policy, independent pre-approval risk reviews of proposals and policies, and ongoing
assessment, monitoring and reporting of risks at the portfolio and enterprise level through a broad spectrum of
techniques.

The second-line-of-defense is further strengthened through the presence of cross-functional committees such as Risk
Review Committee, Operational Risk Management Committee and Compliance Committee. The Internal Audit Division
functions as the third-line-of-defense, with direct reporting to the Audit Committee of the Board and independently
carrying out internal audits in line with its approved roles and responsibilities.

On an enterprise level, risk monitoring results for the year revealed that the Group\'s Capital Adequacy Ratio (CAR)
remained well above both the internal as well as the regulatory requirements throughout the year, and that the capital
and liquidity position remained resilient even under stress.

Saudi Pak Industrial And Agricultural Investment Company Limited



NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

43.1

Credit Risk

Credit risk is the risk of loss to the Group's earnings or capital arising from the potential that an obligor is either
unwilling to perform on an obligation or its ability to perform on such obligation is impaired. Credit risk arises
primarily from the Group's advances / debt investments portfolio and lending to financial institutions (Fls)
portfolio. Credit risk may also arise at the portfolio level in case of inadequate diversification of the advances
portfolio, in terms of industrial sectors, regions, products, or clients.

Pursuit of credit risk is essential to fulfilling the corporate objectives of the Group, and is a primary source of
income, conversely, also constituting one of the greatest risk of losses. In this regard, focus is primarily on
bankable transactions, offering adequate risk & reward relationship with satisfactory security support. The
Group's credit risk management process encompasses identification, assessment, monitoring and control of
credit risk exposures. As part of this process, obligor risk, facility risk and environmental risk are carefully
evaluated using internal risk rating methodologies, as articulated in the Group’s Internal Credit Risk Rating
Policy.

Advances exposures are invariably secured by credit risk mitigants in the form of various types of collateral / security
with adequate margins. Readily marketable / liquid securities / urban properties are preferred over other forms of
collateral. Credit risk stress testing is regularly carried out to identify vulnerable areas for initiating corrective action, if
necessary. Regular assessment, monitoring and reporting of the performing & non-performing credit risk portfolio in
terms of trends & concentrations, is made by the Risk Management Division (RMD) to the Risk Review Committee and
Risk Management Committee of the Board. Board-approved Credit Policy, Credit Risk Policy, Credit Administration
Policy, and Special Asset Management Policy are in place, clearly establishing relevant roles and responsibilities,
selection criteria, principles and limits for credit risk.

Specific norms for appraisal, sanctioning, documentation, inspections and monitoring, maintenance, rehabili-
tation and management of assets have been stipulated. Internal controls and processes in place for credit risk

management also include:

- Well-defined credit approval and disbursement mechanism, with deliberation at cross-functional committee
and review by independent functions;

- Post-disbursement credit administration, monitoring and review, including review of credit ratings;

- Board-approved borrower / group limits well within those prescribed in terms of Prudential Regulations,
along with other limits on portfolio concentration, e.g. sectoral limits;

- Board-approved counterparty limits for lendings to Fls in place and regularly reviewed;

- Clear lines of authority for Treasury transactions, and independent Back Office / Settlement Division in place
to process deals;

- Independent Middle Office in place at RMD to monitor lending to Fls limit compliance;

- Credit Risk Management Committee-approved insurer-wise limits and eligible valuers in place
and reviewed annually;

- Policies & procedures circulated amongst concerned functionaries through the Group's intranet; and

- Various training initiatives to enhance credit risk knowledge for concerned personnel.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

Dedicated Special Asset Management Division (SAMD) and Law Division (LD) are in place to manage past due and
impaired assets through litigation, workout or other remedial measures, as appropriate. The Group adheres to the SBP
instructions for definitions of past due and impaired assets in the Corporate / Commercial, SME-Medium Enterprise,
and SME-Small Enterprise categories respectively.

In addition, the Group applies ECL model for recognizing allowance for credit loss in accordance with IFRS 9 as
disclosed in note 5.1.2 to the financial statements.

The Group employs the Basel Standardized Approach to determine capital requirements for credit risk. As per SBP
Guidelines, the Group recognizes VIS and PACRA as approved rating agencies and applies their ratings where available
to determine appropriate risk weight by using mapping criteria prescribed by SBP. Also the Group developed its
internal credit rating policy for assigning obligor risk rating (ORR) as per SBP guidelines. ORR are assigned based on a
time horizon that covers the life of the credit. ORR is assigned on a scale of 12 grades, with the first 4 grades (I-1V) repre-
senting stage 1 borrowers and afterword 5 grades (V-IX) representing stage 2 in increasing order of riskiness and the
last 3 grades (X-XII) representing stage 3/non-performing borrowers. In absence of risk ratings, the exposures are
treated as unrated and relevant risk weights are applied. The Group follows Simple Approach for credit risk mitigation
in its Basel capital calculation. Under Simple Approach, the risk weight of the mitigant is substituted for the risk weight
of the counterparty to the extent coverage is provided by the mitigant, provided the former risk weight is lower than
the latter.

The Group is presently not involved in securitization activities.

The Group's maximum credit risk exposure as at December 31,2023 amounted to:

2023 2023
Without With
benefit of benefit of
collateral collateral
Rupees
Lending to financial institutions 220,000,000 3,030,155,700
Debt investments
(excluding Government of Pakistan local currency - 1,567,104,869
denominated debt) - 8,262,473,645
Advances 220,000,000 12,859,734,214

Saudi Pak Industrial And Agricultural Investment Company Limited
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

43.1.4 Contingencies and Commitments
Commitments: credit risk by industry sector

Textile

Chemical and Pharmaceuticals

Cement

Sugar

Electronics and electrical appliances
Power (electricity), Gas, Water, Sanitary
Transport, Storage and Communication
Financial

Services

Others

Credit risk by public / private sector

Public/ Government
Private

43.1.5 Concentration of Advances

2023 2022
Rupees
500,000,000 378,000,000
370,000,000 -
5,264,695 5,264,695
- 112,000,000
200,180,779 52,390,289
3,570,000,000 70,000,000
200,000,000 -
1,326,800,526 200,000,000
275,000,000 -
36,262,895 11,460,734
6,483,508,895 829,115,718
1,326,800,256 -
5,156.708.639 829,115,718
6,483,508,895 829,115,718

Top 10 exposures of the Group on the basis of total (funded and non-funded exposures) aggregated to

Rs. 7.977 million (2022: Rs. 7.153 million) as follows:

2023 2022
Rupees
Funded 5,277,467,905 7,153,388,076
Non Funded 2,700,000,000 -
Total Exposure 7,977,467,905 7,153,388.076

The sanctioned limits against these top 10 exposures aggregated to Rs. 8,650,000,000 (2022: Rs.
8,025,000,000).

2023 2022
Credit loss
Amount allowance Amount Provision held
held
Rupees
Total funded classified therein
Substandard - - = =
Doubtful - - - =
Loss - - - -
Total - - = =

Annual Report 2023
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

43.2

Market Risk

Market risk is the risk of loss to the Group's earnings or capital arising from potential movements in market risk
factors, such as interest rates, equity prices and foreign exchange rates. The Group is exposed to market risk
from its banking book as well as trading book exposures, the latter of which includes FVOCI & FVPL invest-
ments in debt & listed equity instruments. The Group uses Basel Standardized Approach to assess the market
risk for its trading book exposures. The portfolios covered under the approach include the FVOCI & FVPL invest-
ments in debt and listed equity instruments. The capital charge required there against is presented in Note 41.

The market risk strategy of the Group is to maximize returns while keeping exposure to market risk at or below
the approved levels, provided in the shape of market risk limits. Board-approved Treasury Policy, PMD Invest-
ment Policy and Market Risk Policy are in place with defined market risk management parameters / limits to
control market risk levels. The Treasury Division (TD) and Portfolio Management Division (PMD) consider
economic and market conditions, along with the Group's portfolio mix, diversification and expertise when
setting and executing annual business strategy and reviewing policy.

Assets / Liability Management Committee (ALCO) meets monthly, and evaluates liquidity, market and interest
rate risk as part of its approved Terms of Reference. An independent Market & Liquidity Risk /Middle Office Unit
housed in RMD is tasked to, inter alia, independently monitor, measure and analyze market risk of the Group
on daily basis, perform risk review of day-to-day PMD & TD activities, escalate any limit breaches or exceptions
on the same working day of identification, review the Group’s interest rate risk management framework &
methodology, and prepare risk reports for ALCO and RMCB, including review of performance of the invest-
ment portfolio.

The Group uses a comprehensive suite of risk measurement techniques to assess market risk in the trading
book, which includes monitoring levels and trends in mark-to-market, price value of basis point (PVBP), beta,
and Value-at-Risk (VaR) metrics, as well as stress tests and sensitivity analyses based on these measures. VaR is
calculated for all trading book positions and portfolios on a daily basis, and measures the estimated maximum
loss over a defined horizon based on historical simulation.

The Group calculates its VaR with a 1-day, 10-day and 30-day horizon period using a one-tail, 99% confidence
interval in accordance with Basel specifications. The 1-day VaR is further back tested on daily basis against next
day's P&L based on actual observed movements in market risk factors. Back testing results suggest that the
model is currently providing an appropriate estimate of the risk. For interest rate risk in the banking book, the
Group primarily relies on gap analysis & static simulation model. Stress tests are carried out for traded &
non-traded market risks on the basis of extreme, yet plausible, stress scenarios. Results produced by the
aforementioned models are included in management and Board-committee reporting.

Annual Report 2023
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

43.2.3

43.2.4

Equity position Risk

The Group's objective regarding trading in equities is to maximize the return on equity investment by
acquiring fundamentally strong shares at appropriate levels and maintaining such a balance between short
term and long term investment that can provide maximum possible opportunities to avail both capital gains
and dividend income. The Group's maximum exposure to the stock market is constrained in terms of the
single-stock and aggregate limits prescribed under the SBP Prudential Regulations. Prime responsibility for
managing the Group's equity positions rests with the Portfolio Management Division (PMD). The Board of
Directors has approved sectoral limits, as well as portfolio limits that fall within the SBP-prescribed aggregate
limit for DFls. ALCO reviews investment climate and stock market investment strategy & portfolio, and reviews
& approves listed stock investment / divestment recommendations by PMD, and stop loss decision where
required. ALCO also monitor and manage investments in unquoted companies. The Market & Liquidity Risk
/Middle Office Unit housed in RMD independently monitors PMD deals, policy / limit compliance, broker
usage, realized/unrealized gain/loss, and generates market risk metrics such as beta, Value- at-Risk, sensitivity
analyses and stress tests. The Unit is responsible for escalation of any limit breaches to concerned authorities,
and also provides monthly / need basis summary reports to ALCO and periodic performance reports to the
Risk Management Committee of the Board. PMD performance is also regularly reviewed by ALCO through
regular reporting by the former, with the latter also serving as approving authority for the broker panel.

2023 2022
Banking Book Trading Book BankingBook Trading Book
Rupees Rupees
Impact of 5% change in equity prices on
- Profit and loss account - 48,844,513 - -
- Other comprehensive - 26,665,178 - 111,250,320

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

The Group's interest rate risk arises from its trading book and banking book. Interest rate risk in the trading book
is a result of FVPL & OCI investments in debt instruments that are reported at fair value, and whose value is
influenced by prevailing interest rates. The Group's interest rate risk exposures in the banking book originate
from financial assets & liabilities that are exposed to different points in the yield curve, and are not matched in
terms of repricing / maturity dates or interest rate basis. Since the Group does not take non-maturity deposits and
bulk of its loans are floating-rate in nature, optionality/prepayment-related interest rate risk is insignificant.

The primary objective of interest rate risk management is to control exposure to interest rate risk, within
approved limits. The Group has Board-approved Treasury Policy and Interest Rate Risk Management Framework
in place that govern the interest rate risk management process. The Treasury Division directly functions to
manage interest rate risks through diversification of exposures and structuring matching asset/liability
transactions. The ALCO provides oversight of interest rate risk, including articulating interest rate view, deciding
on future business strategy, monitoring interest rate risk and deliberating on mitigation measures. To control
interest rate risk in the trading book, duration limits are in place for the fixed income investment portfolio, in
terms of the Treasury Policy. To control interest rate risk in the banking book, target levels have been established
on the repricing/ maturity gaps in each time band, as determined through slotting of interest-rate sensitive
assets and liabilities according to contractual repricing / maturity dates, whichever is earlier, and ALCO-approved
earnings at risk tolerance limit is also in place. The Market & Liquidity Risk / Middle Office Unit monitors limit
compliance, reviews the interest rate risk management framework, develops interest rate risk measurement
methodology, and provides monthly & quarterly reports to ALCO. Interest rate risk measurement methodology
currently employed by the Group for the trading book includes marking-to-market, price value of basis point
(PVBP), sensitivity analyses / stress testing and Value-at-Risk. For the banking book, methodology is based on gap
analysis and static simulation, with an earnings and economic value perspective,
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

43.3

Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people, systems or
from external events. Types of events that can lead to operational risk include:

- Internal / external fraud events

- Employment practices & workplace safety events
- Clients, products & business practices events

- Damage to physical assets events

- Business disruption and system failures events

- Execution, delivery & process management events

Types of operational risk losses can include monetary, regulatory, client, or health & safety loss, or legal liability
/inability to enforce legal claim, and measures that may be taken to mitigate losses include improving underly-
ing processes through enhanced internal controls, having contingency plan / backup arrangements in place,
and ensuring adequate insurance coverage.

The Group's operational risk management process is governed by the Operational Risk Management Frame-
work ("ORMF") and Operational Risk Policy which have been duly approved by the Board of Directors. The
operational risk management structure comprises the line management as first line of defense, an independ-
ent Operational Risk Management Unit ("ORMU") operating under the Risk Management Division ("RMD") as
second line of defense, and independent Internal Audit as third line of defense. An organizational culture of
integrity and discipline built through trainings and appropriate hiring, and separation of duties and principles
of internal control as embedded in relevant policies and procedures, are key principles for operational risk
management. Operational Risk Coordinators ("ORCs") that have been established from each division work with
the ORMU to identify, analyze, explain and mitigate operational issues within their respective areas of exper-
tise. The ORMU develops and updates the ORMF, implements operational risk measurement and reporting,
and coordinates with ORCs to source necessary information and promote sound operational risk manage-
ment. Senior management-level Operational Risk Management Committee ("ORMC") meets quarterly / need
basis with the goal to assure that actions are being taken to meet the stated objective of operational risk
management in the Group. Presently loss data, key risk indicators, risk & control self-assessments, and scenario
analysis are being used to assess operational risk. Operational risk reports on the basis of these tools, along
with suggested risk mitigants where required, are presented by ORMU to the ORMC. Operational risk reports
are also discussed as part of the agenda of meetings of Risk Management Committee of the Board ("RMCB").

In order to ensure business continuity, resumption and recovery of critical business process after a disaster, the
Group has a robust Business Continuity Plan / Disaster Recovery Plan in place, with off-site backup and regular
testing carried out. The Group also has a Technology Governance Framework & IT Security Policy in place,
addressing issues such as incident reporting, risk identification, IT controls and systems security, with added
oversight provided by regular meetings of the IT Steering Committee of management. KYC / AML Policies are
also in place for Credit and Treasury activities.

Basic Indicator Approach with capital charge of 15% of average gross income for previous 3 years has been

applied for Operational Risk. Loss data process has been fully implemented, with ORCs providing details for
events / near misses / potential losses through an in-house software.
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43.4 Liquidity Risk

Liquidity risk is the potential for loss arising from either an inability to meet obligations or to fund increase in
assets as they fall due without incurring unacceptable cost or losses.

The liquidity risk strategy of the Group is to strive to maintain liquidity at an acceptable level over the short- and
long-term, in order to settle financial obligations in a timely and economical manner. Liquidity Risk Policy,
Treasury Policy and Contingency Funding Plan are in place to govern the liquidity risk management process. The
prime responsibility for the management of liquidity risk lies with Treasury Division (TD) which ensures that the
Group's operations can meet its current and future funding needs. Mix of Saudi Pak assets and liabilities is
monitored by TD to ensure that gaps are efficiently managed, and target gap levels are in place. Regulatory limits
(e.g. Statutory Liquidity Requirement [SLR], Net Stable Funding Ratio [NSFR]) are monitored and returns are
submitted. Internal limit on liquid assets to total borrowings and deposits is also in place. TD further aims for
effective diversification of sources of borrowing / liquidity. The Group's leverage also remains well within
parameters allowed by SBP, ensuring a stable source of liquidity in the form of capital. ALCO provides additional
oversight for liquidity risk management through its monthly meetings. The Market & Liquidity Risk / Middle
Office Unit housed in RMD independently reviews liquidity risk policy, and monitors liquidity ratios, gaps and
funding concentrations on daily basis, providing regular reporting on the same to ALCO along with stress testing,
with timely escalation in case of any limit breach. The Group overall strives to maintain a strong market reputation
and to keep credit risk and market risk within manageable limits so that these risks may not trigger any
undesirable liquidity crunch.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

43.5 Derivative Risk

Presently the Company does not have exposure in derivative products, and consequently is not exposed to
derivatives-related risk.

44 DATE OF AUTHORIZATION

These unconsolidated financial statements were authorized for issue by the Board of Directors of the Saudi
Pak Industrial and Agricultural Investment Company Limited on March 8, 2024.

"GM/Chief Executive Chief Financial Officer Director Director Director

SAUDI PAK INDUSTRIAL AND AGRICULTURAL INVESTMENT COMPANY LIMITED
STATEMENT SHOWING WRITTEN OFF LOANS OR ANY OTHER FINANCIAL RELIEF
OF FIVE HUNDRED THOUSAND RUPEES OR ABOVE,

PROVIDED DURING THE YEAR JANUARY - DECEMBER 31, 2023

(Rupee in milion
(o] i iabilities at the inning of Other Total
S. Name of individual / Fathers' / the year Principal | Mark up financial
No. Name and address Partners / Directors CNIC No. Nanme Principal | Mark up | Others Total |written off| waived relief
provided
1 2 3 4 5 6 7 8 9 10 " 12 13
1 N/A N/A N/A N/A
| 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 |
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SAUDI PAK

INDUSTRIAL AND AGRICULTURAL
INVESTMENT COMPANY LIMITED

() Head Office: () Regional Office, Karachi:
Saudi Pak Tower, 62-A Lakson Square Building
Jinnah Avenue No. 1, 9t Floor
Islamalbad 265-R.A. Line, Karachi

Phone:UAN 111 222 003
Fax:  UAN 111222 003
saudipak@saudipak.com
SaudiPakLtd

SaudiPak

690006

0 Regional Office, Lahore:

Office No. 301, 3 Floor
Tricon Corporate Centre, 73-E,
Main Jail Road, Gulberg Il, Lahore



