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INDEPENDENT AUDITOR'S REPORT
To the members of House Building Finance Company Limited T +92 21 35672951-56
Report on the audit of financial statements

Opinion

We have audited the annexed financial statements of House Building Finance Company Limited (the Company),
which comprise the statement of financial position as at 31 December 2023 and profit and loss account, the
statement of comprehensive income, the statement of changes in equity, cash flow statement for the year ended
and notes to the financial statements, including a summary of significant accounting policies and other explanatory
information: and we state that we have obtained all the information and explanation which, to the best of our
krnowledge and belief, were necessary for the purposes of the audit.

In our gpinion and to the best of our information and according to the explanations given to us the statement of
financial position, profit and loss account, the statement of comprehensive income, the statemant of changes in
equity and cash flow statement 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 Companigs 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 31 Dacember 2023 and of the profit, other 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 (1SAs) as applicable in Pakistan.
Our responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountanis’ 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.

Information other than the financial statements and auditor's report thereon

Management is responsible for the other information. Other information comprises the information included in the
annual report but does not include the financial statements and our auditor's report thereon.

Qur opinion on the financial statements does not cover the other informaticn and we do not express any form of
assurance conclusion thereon. In connection with our audit of the financial staterments, our responsibility is to read
the other information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be matenally misstated. If,
based on the work we have performed, we conclude that there is a material misstatement in the other information
we are required to report that fact. We nave nothing to report in this regard
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Responsibilities of management and board of directors for the financial statements

Management is responsible for the preparation and fair presentation of the 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 enahble the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the geing 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 is responsible for overseeing the Company's financial reporting process
Auditor's responsibilities for the audit of the financial statements

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

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

« |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those rigks, 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.

e 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,

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

s 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 congclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based an
the audit evidence obtained up to the date of our auditor's report. However, fulure events or conditions may
cause the Company to cease to continue as a going concern.



Grant Thornton

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

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

We also provide the board of directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, related safeguard.

From the matters communicated with the board of directors, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit matters.
We describe these matters in our auditor's report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse conseguences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on other legal and regulatory requirements
Based on our audit, we further report that in our apinion:

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

b) the statement of financial position, profit and loss account, the statement of comprehensive income, the
statement of changes in equity and cash flow statement 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 Khurram Jameel.

R

Chartered Accountants

Karachi.

Date: 28 February 2024

UDIN: AR202310093CeY4DZQAMn



HOUSE BUILDING FINANCE COMPANY LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2023

2023 2022
Note ~  ~eeceamme Rupees in '000 ----—---

ASSETS
Cash and balances with treasury banks 5 16,717 15,005
Balances with other banks 6 86,050 3.842
Lendings to financial institutions 7 . -
Investments 3 34,176,904 18,008.675
Advances 9 14,277,058 16,106,390
Fixed assets 10 606,883 630,254
Intangible assets 11 63,246 61,768
Deferred tax assets 12 393,262 1,389,432
Other assets 13 5,613,869 2,041,189

55,233,989 38,256,555
LIABILITIES
Bills payable - i
Borrowings 14 26,278,206 12.833.929
Deposits and other accounts - -
Lizbilities against assets subject to finance lease 15 320,422 368,967
Subordinated debt - -
Deferred tax liabilities - -
Other liabilities 16 1,995,478 1,928,763

28,594,106 15,151,659
NET ASSETS 26,639,882 23,104,886
REPRESENTED BY
Share capital 17 19,365,000 19,365,000
Reserves 2,817,774 2,365,417
Deficit on revaluation of assets 18 {116,546) (199,862)
Accumulated profit 4,573,655 1,574,341

26,639,883 23,104,896
CONTINGENCIES AND COMMITMENTS 19
The annexed notes 1 to 38 and Annexure | form an integral part of these financial statements.
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HOUSE BUILDING FINANCE COMPANY LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022
Note —meemeee Rupees in '000 ---------
Mark-up / return / interest earned 20 9,701,178 3,881,750
Mark-up / return / interest expensed 21 (4,925,662) (688,423)
Net mark-up / return / interest income 4,775,516 3,193,327

Non mark-up / interest income

Fee and commission income -
Dividend income 1,884 797
Foreign exchange income = -
Income from derivatives -
Gain on securities 5,579 101

Other income 22 108,506 87,706
Total non-markup / interest income 115,969 88,604
TOTAL INCOME 4,891,485 3,281,931

Non mark-up / interest expenses

Operating expenses 23 (1,815,317) (1,593,906)
Sindh Workers' Welfare Fund (67,995) (38,947)
Other charges - (3,045)
Total non-markup / interest expenses {1,883,312) {1,635,898)
PROFIT BEFORE PROVISIONS 3,008,173 1,646,033
Provisions and write offs - net 24 326,820 276,720
Relief package and reprocessing charges 28 (3,763) (14,348)
PROFIT BEFORE TAXATION 3,331,230 1,908,405
Taxation 26 (1,069,445) (430,095)
PROFIT AFTER TAXATION 2,261,785 1478310
------- --Rupees-----------
Earnings per share - basic and diluted 27 147 0.76
n L

The annexed notes 1 to 38 and Annexure | form an integral part of these financial statements.
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HOUSE BUILDING FINANCE COMPANY LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022

------- - Rupees in '000 ---------
Profit after taxation 2,261,785 1.478.310
Other comprehensive income
Items that may be reclassified to profit and loss account in
subsequent periods:
Surplus / (deficit) on revaluation of investments - net of tax 83,316 (58,048)
Items that will not be reclassified to profit and loss account in
subsequent periods:
Remeasurement gain / (loss) on defined benefit obligations - net of tax 1,189,886 (101,991)
Total comprehensive income for the year 3,534,987 1,318,271
The annexed notes 1 to 38 and Annexure | form an integral part of these financial statements, iy 5
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HOUSE BUILDING FINANCE COMPANY LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2023

Share capital ﬁf:::? rg\i?ﬁf.:ac:o?lnof A“:’:L‘f’i'tmd Total
investments
Rupees in '000

Balance as at 01 January 2022 19,365,000 2,069,755 (141814) 493 684 21,785,825
Profit after taxation - - - 1,478,310 1,478,310
Other comprehensive loss - - (58,048) (101,991) (160,039)
Transfer to statutory resarve - 295,662 - (295,652)

Balance as at 31 December 2022 19,365,000 2,365,417 (198.862) 1,574,341 23,104,896
Profit after taxation - - - 2,261,785 2,261,785
Other comprehensive income w " 83,316 1,189,886 1,273,202
Transfer to statutory reserve - 452,357 - (452,357) -
Balance as at 31 December 2023 19,365,000 _ 2,817,774 (116.546) 4,573,655 26,639,883

1T
The annexed notes 1 to 38 and Annexure | form an integral part of these financial statements. A
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HOUSE BUILDING FINANCE COMPANY LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022
Note =—eeeee Rupees in '000 --------

CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation 3,326,556 1,908,405
Dividend income (1,884) (787)

3,324,672 1,807,608
Adjustments for non-cash items
Depreciation 10 121,789 101,762
Amaortization 1.1 4,386 4 897
Provisions and write offs 24 (326,820) (276.720)
Gain on sale of fixed assets 22 (1,326} (866)
Provision for Sindh Workers Welfare Fund 67,995 38,947
Charge for defined benefit plan 231 69,346 63,458
Impairment loss on capital work in progress - 12,850
Mark-up / return / interest expense 4,971,093 688,423

4,906,463 632,761
Decrease [ (Increase) in operating assets
Lendings to financial institutions - 780,000
Advances 2,156,152 {2.377.579)
Other assets (excluding advance taxation) {1,544 965) (458,131)

611,187 (2,085,710)
Increase | (decrease) in operating liabilities
Other liabllities (excluding current taxation) 34,805 (312,607)
Contribution to defined benefit plan {6,607 (563.674)
Income tax paid (857,919) (295,252)
Met cash generated from / (used in) operating activities 8,012,601 (696,874)
CASH FLOW FROM INVESTING ACTIVITIES
Net investments (16,168,229) (9,286,281)
Dividends received 1,884 797
Additions to fixed assets and intangible assets {99,912} (65,361)
Payment of lease liabilities 15 (124,539) {153 444)
Proceeds from sale of fixed assets 7,569 1,394
Met cash used in from investing activities (16,383 277) (8,502 806)
CASH FLOW FROM FINANCING ACTIVITIES
Borrowings from financial institutions 8,454,596 10,157,693
INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS 83,920 (42,077)
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 18,847 60,924
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 102,767 18,847
GE

The annexed notes 1 to 38 and Annexure | form an integral part of these financial statements.
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HOUSE BUILDING FINANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

21

2.2

221

222

STATUS AND NATURE OF BUSINESS

House Building Finance Company Limited (the Company) is an unlisted public limited company incorporated in Pakistan on 13
June 2006 under the Companies Ordinance, 1984 (now the Companies Act 2017). The registered office of the Company is situated
at Finance and Trade Centre Building, Sharah-e-Faisal, Karachi, in the province of Sindh. Pursuant to SRO.1/2007 dated 25 July
2007 issued by Finance Division - Government of Fakistan (GoP) effeclive from 1 January 2007, the Company look over all assets,
running business, contracts, liabilities and proceedings of the House Building Finance Corporation established in 1952 under the
House Building Finance Corporation Act, 1952 (XVIIl of 1952) by the GoP from closing of the business on 31 December 2008. As a
result in 2010, the name was also changed from House Building Finance Corporation Limited to House Building Finance Company
Limited.

The Company is designated as a financial inslitution by the Federal Govemment and is providing financing facilities for the
purchase & construction of houses/apartments including balance transfer facility (BTF) through a network of 51 branches and 3
regional offices throughout Pakistan including Azad Jammu & Kashmir and Gilgit Baltistan. According to credit rating report dated
07 June 2023 of VIS Credit Rating Company Limited, the long term and short term ratings of the Company are "AA-" and "A-1+"
respectively.

Presently, the Company is on active privatisation list in the current privatisation program of the GoP. Invitation for expression of
interest was published by the Privatisation Commission, Ministery of Privatisation on 26 December 2021. It is expected that
transaction will be concluded by June 2024.

BASIS OF PRESENTATION

These financial statements have been prepared in accordance with the requirements of the annual financial statements issued by
State Bank of Pakistan (SBP) through Banking Policy Regulations Department (BPRD) Circular no. 02 of 2018,

Statement of compliance

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

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

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

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

The SBP through its BSD Circular no. 10 dated 26 August 2002 has deferred the applicability of International Accounting Standard
(IAS) 39, 'Financial Instruments: Recognition and Measurement' and International Accounting Standard (IAS) 40, 'Investment
Property' till further instructions. Further, according to the notification of the SECP dated 28 April 2008, IFRS-7, 'Financial
Instruments: Disclosures' has not been made applicable for companies engaged in housing finance services. Accordingly, the
requirements of these standards have not been considered in the preparation of these financial statements. However. investments
have been dassified and valued in accordance with the requirements prescribed by the SBP through varigus circulars.

New Accounting Standards

Accounting standards effective for the year

There are certain new standards and amendments that are mandatory for the Company's accounting period beginning on 1
January 2023, but are considered either to be not relevant or to not have any significant effect on the Company's operations and
are, therefore, not detailed in these financial statements.

Accounting standards not yet effective

There are certain new standards and amendments to the approved accounting standards that will be mandatory for the Campany's
accounting periods beginning on | after 1 January 2024. However, the Company expects that these standards will nol have any
material impact on the future financial statements of the Company except for the impact stated below:



HOUSE BUILDING FINANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

IFRS 9 'Financial Instrumonts’

As per SBP's BPRD Circular Letter No. 07 of 2023, IFRS 9 will become applicable for the Company effective from periods
beginning on or after 1 January 2024. In this respect, the management has prepared various models required under IFRS 9 and
the estimated impact on the equity and regulatory capital has been disclosed below. Further, the Company will implement changes
in classification of certain financial instruments as follows:

a)

b)

Classification and measurement

The classification and measurement of debt financial assets will depend on how these are managed and their contractual
cash flow characteristics. The Companys business model in which financial assets are held will determine whether the
financial assets are measured at amortised cost, fair value through other comprehensive income (‘FVYOCI) or fair value
through profit or loss ('FVTPL'). The classification of equity instruments is generally measured as FVTPL unless the
Company elects for FVTOCI at initial recognition. The Company has analyzed the impact of initial application of IFRS 9 on its
financial assets as follows:

Equity securities

For equity shares currently held as available-for-sale (AFS) with gains and losses recorded in OCI, the Company will apply
the option to present fair value changes in OCI, and, therefore, the application of IFRS 9 will not have a significant impact on
adoption. However, in accordance with IFRS 9 requirements, fair value gain or losses recognized in OCI will not be recycled
to profit and loss account on derecognition of these securities.

For those equity shares currently held as AFS with gains and losses recorded in OCI for which FVOCI election is net made,
will, instead, be measured at FVTPL, which will increase volatility in recorded profit or loss for future periods. The revaluation
surplus / deficit related to those securities in amount, which is currently presented as accumulated OCI, will be reclassified o
retained earnings however, there will be no impact on overall equity with respect to such classification. Unguoted equity
securities are required to be measure at fair value under IFRS 9, however, SBP has postponed this requirement for
Companies till 01 January 2024 to carry these investments under the current PR regime.

Debt securities, loans and advances

Debt securities currently classified as AFS are expected to be measured at fair value through OCI under IFRS 9 as the
Company's business model is to hold the assets to collect contractual cash flows, but also to sell these investments. Debt
securities currently classified as held-to-maturity (HTM) and are expected to be measured at amortized cost under IFRS 9 as
the Company's business model is to hold the assets to collect contraciual cash flows.

Impairment

The impairment requirements apply to financial sssets measured at amortised cost and FVQCI (other than equity
instruments) and certain loan commitments and financial guarantee contracts. At initial recognition, an impairment allowance
is required for expected credit losses ('ECL") resulting from default events that are possible within the next 12 months  In the
event of a significant increase in credit risk (SICR), an allowance is required for ECL resulting from all possible default events
over the expected life of the financial instrument .

Based on the requirement of IFRS 9 and SBEP's IFRS 8 application instructions, the Company has performed an ECL
assessment taking into account the key elements such as assessment of SICR, Probability of Default, Loss Given Default
and Exposure at Default. Under the SBF's instructions, credit exposure (in local currency) guaranteed by the
Government and Government Securities are exempted from the application of ECL.

Presentation and disclosure

IFRS 9 introduces expanded disclosure requirements and changes in presentation. These are expected to change the nature
and extent of Company’s disclosure about its financial instruments particularly in the year of adoption of the IFRS 9. The SBP
has issued a revised format for financial statements of the Companys for the accounting periods starting from 1 January
2024, which includes the presentation and disclosures under IFRS 9 aa applicable in Pakistan.



HOUSE BUILDING FINANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

31

3.2

4.1

c) Impact of adoption of IFRS 8
The actual impact of adopting IFRS 9 on the Company's financial statements in the year 2024 may not be accurately estimated
because it will be dependent on the financial instruments that the Company would heold during next year and ecanomic
conditionis at that time as well as sccounting elections and judgements that it will make in future. Nevertheless, the Company

has performed a preliminary assessment of the potential impact of adoption of IFRS 9 based on its stalement of financial
position as at 31 December 2023.

Classification and measurement

Based on the Company's assessment, the IFRS 9 requirements are expected to have the following impact on the classification
and measurement of its financial assets and financial liabilities:

- Debtinstruments (amount of Rs. 34,087 million will be reclassified from AFS to FVOCI)
- Equity instruments (amount of Rs: 90 million will be reclassified from AFS to FVTPL)

Impairment

The total estimated adjustment of the adoption of IFRS 9 on the opening balance of the Company's equity at 01 January 2024
will be as follows:

- Adecrease of approximately Rs. 261 million related to impairment requirements
- Anincrease of approximately Rs. 86 million related to deferred tax

d) Impact on regulatory capital
The impact of adoption of IFRS 9 on the capital ratios of the Company will be as follows:

As per adopted As per current

IFRS 9 Regime
%
Common Equity Tier 1 Capital Adequacy Ratio 131.97% 119.44%
Tier 1 Capital Adequacy Ratio 131.97% 119.44%
Total Capital Adequacy Ratio 132 56% 120.10%

BASIS OF MEASUREMENT
Accounting convention

These financial statements have been prepared under the historical cast convention except as otherwise stated in the respective
notes to the financial statements.

Critical accounting estimates and judgments

The preparation of these financial statements in conformity with accounting standards requires management to make judgments,
estimates and assumptions that affect the reported amounts of assets, liabilities, income and expenses. It also requires
management to exercise judgment in application of its accounting policies. The estimates and associated assumptions are
continually evaluated and are based on histerical experience and various other factors including expectation of future events that are
believad to be reasonable under the circumstances. These estimates and assumptions are reviewed on an ongoing basis. Actual
results may differ from these estimates. Revisions to accounting estimates. if any, are racognised in the periad in which the eslimate
is revised if the revision affects only that period, or in the period of revision and future periods if the revision affects both current and
future periods.

The significant accounting areas where various assumptions and estimates are significant to the Company's financial statements or
where judgment was exercised in the application of accounting policies are as follows:

i) classification and provisioning against investments (note 8)

i) classification and provisioning against advances (note 9}

iy provision for current / deferred taxation (note 26 and 12)

iv) aceounting for defined benefit plans (note 30)

v}  valuation of right-of-use assets and their related lease liabilty (note 10.2 and 15)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents

These are carried at cost and consist of balances with treasury and other banks.



HOUSE BUILDING FINANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

4.2

4.3

Lendings to / borrowings from financial institutions

The Company enters into transactions of borrowings (repos) from and lending (reverse repos) to financial institutions at coniracted
rates for a specified period of ime. These are recorded as under:

Sale under resale obligations
Securities sold with a simultaneous commilment to repurchase at a specified future date (repos) are measured in accordance with
IAS 39 for investment securities. The counterparty liability for amounts received under these agreements is included in borrowings

from financial institutions. The difference between the sale and repurchase price is treated as mark-up/rewrniinterest
incomelexpense and is recognised over the term of the related repo agreement.

Purchase under repurchase obligations
Securities purchased with a corresponding commitment to resell at a specified future date (reverse repos) are not recognized in the
statement of financial position, as the Company does not obtain control over the securities. However, amounts paid under these

agreements are included in lendings to financial institutions. The difference between the purchase and resale price is treated as
mark-up/return/interest income/expense and is recognised over the term of the related reverse repo agreement.

Lending to financial institutions

These are stated net of provision. Mark-up on such lendings is charged to profit and loss account on time proportion basis using
effective interest rate method except for mark-up on impared/delinquent lendings, which are recognized on receipt basis.

Other borrowings

These are recorded at the proceeds received. Mark-up on such borrowings Is charged to the profit and loss account on time
proportion basis using effective interest method.

Investments

Classification

Investments of the Company are classified as follows:
a) Held-for-trading

These are investments, which are either acquired for generating profits from short-term fluctuations in market prices or are
securities included in a portfolio for which there is evidence of a recent actual pattern of short-term profit taking.

b) Held-to-maturity

These are investments with fixed or determinable payments and fixed maturity that the Company has the positive intent and
ability to hold fill maturity.

<) Available-for-sale
These are investments which do not fall under the 'held for trading' or 'held to maturity’ categories.

Regular way contracts

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

Initial recognition and measurement
Investments other than those categorized as 'held for trading' are initially recognized at fair value which includes transaction costs

associated with the investment. Investments classified as 'held for trading' are initially recognized at fair value and transaction costs
as incurred are expensed in the profit and loss account.

Subsequent measurement
Subsequent to initial recognition investments are valued as follows:
a) Held-for-trading

These are measured at subsequent reporting dates at fair value. Gains and losses on remeasurement are included in the
profit and loss account.



HOUSE BUILDING FINANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

4.4

4.5

4.6

4.7

b} Held-to-maturity

These are measured at amortized cost using the effective profit rate method, less any impairment loss recognized to reflect
irrecoverable amount.

c) Available-for-sale

These are measured at fair value on subsequent reporting dates. Surplus / deficit arising on remeasurement is included in the
statement of comprehensive income and is recognized in the statement of financial position under equity. The surplus / deficit
is faken to profit and loss account only upon its disposal.

Impairment

Impairment loss in respect of investments classified as available for sale and held to maturity (except sukuk} is recognised
based on management's assessment of objective evidence of impairment as a result of one or more events that may have an
impact on the estimated future cash flows of the investments A significant or prolonged decline in fair value of an equity
investment below its cost is also considered an abjective evidence of impairment. Provision for diminution in the value of
sukuk is made as per the Prudential Regulations issued by the SBP. In case of impairment of available for sale securities, the
curnulative loss that previcusly reported in other comprehensive income is transferred to profit and loss account for the year.
For investments classified as held fo maturity, the impairment loss is recognised in the profit and loss account.

Advances

Advances are stated net of general and specific provisions. The gereral and specific pravisions are made in accordance with the
requirements of the Prudential Regulations and other directives issued by the SBP and are charged to the profit and loss account.
Non-performing advances are written ofl only when all possible courses of action to achieve recovery have proved unsuccessful.
The Company determines write-offs in accordance with the criteria prescrined by the SBP.

Fixed assets
Property and equipment

These are stated at cost less accumulated depreciation and impairment losses (if any). Cost of property and equipment consists of
historical cost, borrowing cost pertaining to erection / construction period of qualifying assets and other directly attributable costs of
bringing the asset to working condition. When parts of an item of property and equipment have different useful lives, they are
accounted for as separate items of property and equipment.

Depreciation on property and equipment is charged to income using the straight line method over the useful life of the assets. The
residual values, useful lives and depreciation method are reviewed and adjusted, if appropriate, at 2ach reporting date. Depreciation
charge commences from the day when the asset is available for use and continues till the day the asset is discontinued either
through disposal or retirement.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Company and the cost of the item can be measured
reliably. All other repairs and maintenance are charged to the profit and loss account when incurred.

Any gain or loss on disposal of the assets is included in the profit and loss accountin the year of disposal.
Right-of-Use (Rol) assets

The Company recognizes RolU assets at the commencement date of the lease (i.e., the date the underlying asset is available for
use). RolU assets are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost of RoU assets includes the amount of lease liabilities recognized, initial direct costs
incurred, and lease payments made al or before the commencement date less any lease incentives received. These are
depreciated on a straight-line basis over the lease term.

Intangibles

Intangible assets having finite useful life are stated at cost less accumulated amortization and impairment losses, if any. Intangible
assets comprise of cost of computer software and patents, which are amortized using the 'Straight Line Method' over their useful
lives. Amortization is charged from the month of acquisition and up to the month of deletion. The useful lives and amortization
method are reviewed and adjusted, if appropriate, at each reporting date.
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4.8

4.9

Costs associated with maintaining computer software are recognized as expense when incurred.
Capital work-in-progress

These are stated at cost less accumulated impairment losses, if any.

Impairment of non-financial assets

The Company assesses at each reporting date whether there is any indication that the fixed assets and intangibles may be
impaired. If such indication exists, the carrying amounts of such assets are reviewed to assess whether they are recorded in excess
of their recoverable amounts. Where carrying values exceed the respective recoverable amounts, assets are written down to their
recoverable amounts and the resulting impairment charge is recognized in the profit or loss account.

A previously recognized impairment loss is reversed only if there has been a change in the estimates used to determine the asset's
recoverable amount since the last impairment loss was recognized. If that is the case, the carrying amount of the asset is increased
to its recoverable amount. That increased amount cannot excsed the carrying amount that would have been determined. net of
depreciafion, had no impairment loss been recognized for the asset in prior years. Such reversal is recognized in profit and logs
account.

Lease liabilities

The Company recognizes lease liabilities measured at the present value of lease payments to be made over the lease term. In
calculating the present value of lease payments, the Company uses the incremental borrowing rate at the lease commencement
date. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the |ease term, a
change in the in-subsiance fixed lease payments or a change in the assessment to purchase the underlying asset.

Financial instruments
Financial assets and financial liabilities

Financial instruments carried on the statement of financial position include cash and bank balances, lendings to financial
institutions, investments, advances, certain receivables, borrowings from financial institutions and certain other liabilties. The
particular recognition methods adopted for significant financial assets and financial liabilities are disclosed in the individual policy
statements associated with them. 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 specified
in the contract is discharged, cancelled or expired. Any gain or loss on de-recognition of the financial assets and liabilities is
recognized in the profit and loss account of the current period.

Off setting of financial instruments

Financial assets and financial liabilities are only offset and the net amount is reporied in the financial statements when there is a
legally enforceable right to set-off the recognized amount and the Company intends either to setile on a net basis, or to realize the
assets and to settle the liabilities simultaneously. Income and expense items of such assets and liabilities are also off-set and the
net amount is reported in the financial statements.

Provisions

Provisions are recognized when the Company has a legal or constructive cbligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation and a reliable estimate of the amount can be made. Provisions are
reviewed at each reporting date and are adjusted to reflect the current best estimate.

Staff retirement benefits
a) Defined benefit plans

Pension Fund

The Company operates an approved funded pensian scheme far all its employees who have been in full time employment
for at least 10 years. The scheme provides pension based on the employees' last drawn pensionable salary. Contributions
are made to the scheme on the basis of actuarial recommendation. The latest actuarial valuation was carried out as of 31
December 2023. Amounts arising as a result of remeasurements, representing the actuarial gains and losses and the
difference between the actual investment returns and the return implied by the net interest cost are recognized in the
statement of financial position immediately, with a charge or credit to other comprehensive income in the year in which they
QCour.
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4.13

Post retirement medical benefits

The Company provides post retirement medical facility to an emplayee in the following events:
- Retirement

- Early retirement from service

-  Death/ disability during or after service

The Company's post retirement medical benefits' structure is as follows:

Executives / officers their spouse and dependent children Entittement

- for hospitalization One gross pension
- for consultation / pathological test One gross pension
s for cost of medicine One gross pension

Clerical staff

- for hospitalization One gross pension
- for consultation / pathological test One gross pension
- for cost of medicine Tweo gross pension

Non-clerical staff

- for hospitalization One and half gross pension
- for consultation / pathological test One and half gross pension
- for cost of medicine Three gross pension

Contributions in respect of medical benefits are made on the basis of actuarial recommendation. The latest actuarial valuation
was carried out as of 31 December 2023.

Gratuity Fund
The Company operates an approved gratuity fund covering all of its employees who have completed the qualifying period under the

scheme. The fund is administered by the trustees and the contributions there in are made by the Company at the rate of 50% of the
basic salary of employees each year.

b) Defined contribution plan

The Company operates an approved provident fund. Equal monthly contributions are made both by the Company and
respective employees to the fund at the rate of 12% of the basic salary in accordance with the terms of the scheme.

¢) Employees’ compensated absences

The Company accounts for the liability in respect of employees compensated absences in the year in which they are earned.
The Company provides for employees compensated sbsences on the basis of actuarial recommendation. Latest actuarial
valuation was carried out as of 31 December 2022.

Taxation
Income tax expense comprises of current and deferred tax. Income tax expense is recognized in the profit and loss account except

ta the extent that it relates to items recognized in other comprehensive income or directly in aquity, in which case it is recognized in
other comprehensive income or equity.
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4.14

4.15

5.1

Current

Provision for current taxation is based on taxable income for the year, at current rates of taxation, after taking into consideration
available tax credits, rebates and tax losses as required under the Seventh Schedule to the Income Tax Ordinance, 2001. The
charge for current tax also includes adjustments, where considered necessary relating to prior years, which arises from
assessments / developments made during the year.

Deferred

Deferred tax is recognized using the balance sheet liability method on all temporary differences between the carrying amounts of
assets and liabilities used for financial reporting purposes and amounts used for taxation purposes. Deferred tax is calculated using
the rates that are expected to apply to the period when the differences reverse based on tax rates that have been enacted or
substantively enacted at the reporting date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available agains! which the
asset can be utilized. The carrying amount of the deferred tax asset is reviewed at each reperting date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the deferred tax asset to be utilized.

Revenue recognition

Revenue is racognised to the extent that the economic benefits associated with a transaction will flow to the Company and the
revenue can be reliably measured.

Income on performing advances and debt securities is recognised on a time proportion basis as per the terms of the contract.
Where debt securities are purchased at a premium or discount, such premium / discount is amortised through the profit and loss
account over the remaining maturity of the debt security or the next repricing date using the effective yield method. Gain / loss on
disposal of investments is recognized in the profit and loss account.

Income recoverable on classified advances and investments is recognised on a receipt basis. Income on rescheduled / restructured
advances and investments is recognised as permitted by the SBP regulations.

Dividend income is recognized when the right tc receive the dividend is established.

Earnings per share

The Company presents basic and diluted Earnings Per Share (EPS). Basic EPS is calculated by dividing the profit or loss, as the
case may be, attributable fo ordinary shareholders of the Company by the weighted average number of ordinary shares cutstanding
during the year. Diluted EPS is determined by adjusting the profit attributable to ordinary shareholders and the weighted average
number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, if any.

2023 2022
Note @~ —-—eeeee- Rupees in '000 ----—--

CASH AND BALANCES WITH TREASURY BANKS
With State Bank of Pakistan in

Local currency current account 5.1 16,694 14,951
With National Bank of Pakistan in

Local currency deposit account 52 23 54

16,717 15,005

This represents amount required to be maintained by the Company in accordance with the SBF's Regulations.
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5.2

6.1

71

8.1

211

812

These carry mark-up 2t rates ranging from 14.50% to 20.50% (2022: 8.25% to 14.60%) per annum.

BALANCES WITH OTHER BANKS

In Pakistan

In deposit accounts

These carry mark-up rates at 15% (2022: 8.25% to 14.51%) per annum.

LENDINGS TO FINANCIAL INSTITUTIONS

Letters of placement
In local currency

Trust Investment Bank Limited (TIBL)
First Dawood Investment Bank Limited {(FDIBL)

Provision against lendings to finacial institutions

Category of classification

Domestic
Loss

INVESTMENTS
Investments by type:

Available-for-sale securities
Markei Treasury Bills
Pakistan Investment Bonds
Unlisted Ordinary Shares
Listed Ordinary Shares

Held-to-maturity securities
Pakistan Investment Bonds
Unlisted Sukuk Bonds
Cerificate of Invastmants

Total Investments

Note

811
81.2
81.3

81.4
815

These carry mark-up at rales ranging from 9.5% to 21.8263% (2022: B.50% to 16.48%) per annum.

Unlisted ordinary shares

Resource nd Enginesring Management Corperation Limited
Pakistan Mortgage Refinance Company Limited

Salaam Takaful Limited

This respresents investment in 41,951 shares of Rs.10/~ each in MCE Bank Limited,

This represents the outstanding amaount in Sukuk Bonds issuad
placed before Lahora High Court by the Company for recove

principal amount.
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2023 2022
Hote sesnnnee- Rupees in 000 e
8.1 86,050 3,842
5,909 5,908
48,774 49,774
55683 55,683
(55,683} (55,683
2023 2022
Classified | Provision Classified Provision
Lending held Lending held
-------------------- Rupees in "N00 weemsrmmmnrmmreeeneeen
55,683 55.683 55683 55,683
[ 2023 2022
A::::;e d Pro:r:mn Surplus { Carrying An?:riit;e 4 Provision for Surplus / Carrying
e diminution {Deficit) Value et diminutian (Deficit) value
Rupees in 300
) . - 1,491 537 - 543 1,402,780
34,260,257 - (173,026)| 34,087,231 14,641,834 - (281412) 14 260,222
63,785 {500) 19,149 82,434 63,785 (500) (3,168) 60,120
9,603 o {2.364) 7,739 9.603 - {4,730} 4.873
34,333,645 (500) (156,241) 34,176,904 16,106,859 (500) (288,364} 15,817,995
| - 3 : . 2,190,680 - : 2,190,680
26,240 {26,240) - % 26,240 (26 240) = -
22,500 (22,500) 5 < 22 500 (22 500) - -
48,740 (48,740) - - 2,239,420 (48,740) - 2,180,680
34,382,385 (49,240) (156,241] 34,176,904 16,346,279 (48,240) (288,364) 18,008 678
2023 2022

----- Rupees in '000 —~---

500 500
6,675 B,675
56,610 56,610
63,785 63,785

by Eden Housing Limited (EHL). In 2014, EHL defaulted the repaymants and the related claims were
ry. However, the Company on prudent basis has maintzined 100% provision against outstanding
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8.1.5 This represents the outstanding amount in certificates of investment (COls) issued by Bankers Equity Limited (BEL). In 2001, BEL defaulted the repayment and went
under liquidation, hence the related claims were placed before SHC. However, the Company on prudent basis has maintained 100% provision against outstanding
principal amount.

2023 2022
Cost/ Provision - Costf = 3
: - Carrying - Provision for : Camrying
Amortised 3 for ; Deficit valus Amortised diminution Deficit value
cost diminution cost
8.2 In ts by segments: Note Rupaees in '000
Federal government securities
Market Treasury Bifs - - - - 1,491,837 | - ‘ 943 | 1,492,780 ‘
Pakistan Investment Bonds 81.1 | 34260257 - (173,026)| 34087231 16,732,314 - (281,412)] 16,450,802
34,260,257 - (173,026) 34,087 231 18,224 151 - (280,460) 17,042 682
Fully paid-up ordinary shares.
Listed campanies 813 5,603 - {2,364) 7,239 9,603 - (4,730} 4,873
Unlisted companies 81.2 62,785 {500) 19,149 82434 63,785 (3.664) - 60,120
73,388 (600) 16,785 89,672 73,388 (3,664) {4,730) 64,803
Term Finance Certificates,
Debentures, Bonds and
Participation Term Certificates:
Unlisted Sukuk Bonds 81.4 26,240 {26,240) - - 25,240 (25,240) = | L ‘
Certificate of Investments 815 22,500 (22,500} - - 22,500 (22 500) - -
48,740 (48.740) - - 48,740 (48,740} -
Total Investments 34,382 385 (48.240) (156.241) 34,176 904 18,346,276 (52,404) (265 168) 18,008 €75
83 Investments given as collateral
Investments given as collateral amounts to Rs. 24,500 million (2022: Rs. 10,450 million).
2023 2)2Y
Cost

——————— Rupees in ‘000 ---------
B4 Quality of available for sale securities

Federal Government Securities - Govemnment guaranteed

- Market Treasury Bills - 1,481,837
- Pakistan Investment Bonds 24,260,257 14,541,634
34 260[257 16.033 471

Shares

Listed Ordinary Shares

Banking ' 8 603 Q603
2023 2022
“ost Break-up Cost Break-up
valug * value”

----------------------- Rupees in '000 ———--ceemsnmeaeee
Unlisted Ordinary Shares

Resource and Engineering Management 500 - 500 -

Pakistan Mortgage Refinance Company 6,675 14,817 6,675 9,039

Selaam Takaful Limited 56,610 67,617 56,610 53 446
63,786 82,434 63,785 62,486

* Break-up vaue has been calculated on the basis of unaudited financial statements of the above mentioned entities.

2023 2022
......... Rupees in '000 ----

8.5  Particulars relating to Held to Maturity securities are as follows:
Federal government securities - Government guaranteed

- Pakistan Investment Bands - 2,190,680

———

Non government Debt Securities

Unlisted
- Sukuk Bonds 26,240 26,240
- Certificate of Investment 22,500 22,500

48,740 48,740
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9.1

9.2

9.3

9.4

9.5

[ Performing 1] Non Performing | { Total |
l 2023 | 2022 1 2023 | 2022 il 2023 | 2022 ]
Note Rupees in '000
ADVANCES
In Pakistan - local currency
Rental Sharing Schemes 9.1 - - 1,082,015 1,126,565 1,082,015 1,126,565
Interest Bearing Schemes 9.2 - - 95,318 95,251 95,316 95 251
Ghar Aasan Scheme 9.3 242,239 316.313 623,648 742 133 865,887 1,058 446
Shandar Ghar Scheme 9.4 . - 57,421 69382 57,421 69,382
Financing facility for Small Bullders 9.5 . 558 1,103 4,968 1,103 5,626
Ghar Aasan Flexi Scheme 9.6 3,902,448 5,142,985 837,488 977,180 4,739,934 6,120,175
Bisma & Saima Projects e.7 9,254 10,190 - - 9,254 10,190
Mew Small Builders Scheme o8 - - 2,514 4,265 2,514 4 265
Ghar Pakistan Scheme 9.9 2,059,211 2,381,018 32,709 53,506 2,091,920 2,434 521
Ghar Pakistan Plus Scheme 810 1,229,123 1,405,075 15,174 7,983 1,244,297 1,413,058
Ghar Ujala Scheme 811 88,689 12,739 - - 88,689 12,738
HBFC Khas 912 2,408 2,795 - - 2,408 2,795
Mera Pakistan Mera Ghar 913 6,037,960 6,325.004 - - 6,037,960 6,325,004
13,571,330 15,596,084 2,747,388 3,081.233 16,318,718 18,678,217
Employee portfolio
Housing finance to employzes 214 563,065 491,697 5,550 5,550 568,615 497,247
Car advance to employees 915 184,772 82,380 - - 184,772 82,380
Staff personal loan g.186 27,159 23,835 - - 27,159 23,935
PC advance to employees b ut 19 19 19 19
774,996 588,012 5,569 5,569 780,565 603,581
Partners' death claims 917 {2,028) {28.381) - - (2,028) (28.391)
Advances - gross 14,344,298 16,166,805 2,752,957 3,086,802 17,097,255 19,253 407
Provision for non-performing advances
- Specific
Rental Sharing Schemes - - 1,082,015 1,126,565 1,082,015 1,126,565
Interest Bearing Schemes - - 95,316 95,251 95,316 85,251
Ghar Aasan Scheme - - 604,456 703,669 £04,456 703,669
Shandar Ghar Scheme - - 56,938 69,382 56,938 68,382
Financing facility for Small Builders - 4 1,103 4,968 1,103 4 968
Ghar Aasan Flexi Scheme - - 706,952 832,163 706,952 832,163
Bisma & Saima Projects - - - - - -
New Small Builders Schame - - 2,514 4,265 2,514 4 265
Ghar Pakistan Scheme - p 22,089 23,322 22,089 23,322
Ghar Pakistan Scheme Plus - - 7,792 2,966 7,792 2,966
Mera Pakistan Mera Ghar - - - - - -
Housing finance to employees - - 5,550 5,550 5,550 5,550
PC advance to employees - - 19 18 19 19
- - 2,584,744 2,868,120 2,584,744 2,868,120
- General 918 235,453 278,897 - - 235,453 278,897
Advances - net of provision 14‘1033_;_:1_5 15887708 168,213 218682 14,277,058 16,106,390

Mo new disbursements under these schemes have been made since 2000,

No new disbursemant has been made under this scheme since the year 1979, In pursuance to the decision of the Honorable Supreme Court of
Pakistan, the Company has not accrued interest on these advances since 01 July 2000.

This scheme was based on diminishing musharaka for construction, purchase of houses and replacement of existing housing advances cbtained by
applicants from another financial institutions (balance transfer facility) having maximum financing limit of Rs. 7.5 million. New disbursement under this
scheme has been discontinued from 11 February 2009. During 2017, the Company introduced Ghar Asaan Incantive Scneme and the customers who
have opted the facility may settle/regularize their advances after payment of due amounts based on revised terms. The scheme was initially offered til
30 Seplember 2017, which was extended up to 31 December 2020, The scheme carries mark-up at the rate of one year KIBOR with & spread of
3.00% - 3.6% per annum.

No new disbursement has been made under this scheme.
This scheme is based on musharka finance for construction of individual houses and apartments for sale to the general public with masimum financing

limit of Rs. 7.5 million for a period of 12 to 18 months extendable for further 3 months. The facility carries profit ranging from 13% o 18% per annum.
New disbursement under this scheme has been discontinued frem 17 November 2008,
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9.6

97

9.8

9.9

910

9.11

912

913

914

9.15

9.16

217

918

918

This scheme is based on diminishing musharaka for construction, renovation and purchase of house and replacement of existing
housing facility (balance transfer facilities) having maximum financing of Rs. 25 million. The facility is repayable in 36 to 240
monthly installments and carries mark-up at the rate of one year KIBOR with a spread of 3.25% - 3.50% (2022: 3.25% - 3.50%) per
annum.

This scheme is based on musharka financing for construction of individual houses and apartments, having maximum financing of
Rs. 10 million with tenure of 12 to 24 months and carries mark up at the rate of 2 years fixed KIBOR.

This scheme was introduced to facilitate small contractors / individuals who are in business of selling or building houses / flats.
Maximum financing limit is Rs. 25 million, with tenure of 12 to 24 months and carries mark-up at the rate of KIBOR with a spread of
2.75% per annum.

The Company introduced Ghar Pakistan Scheme in 2020 for purchase and construction of individual houses and apartments with
maximum financing limit of Rs. 2.5 million. The tenure of financing is between 3 to 20 years and mark-up is calculated on the basis
of one year KIBOR with a spread of 2.00% subject to floor rate of 7.00% and ceiling of 12.00% per annum.

The Company introduced Ghar Pakistan Scheme Plus for purchase and construction of individual houses and apartments with
maximum financing limit of Rs. 8.8 million. The tenure of financing is between 3 to 20 years and mark up is calculated on the basis
of one year KIBOR with a spread of 2 50% subject to floor rate of 8.00% and ceiling of 13.00% per annum.

The Company introduced Ghar Ujala Scheme to finance the customers who are willing to install solar systems for the generation of
electricity ranging from 3KW to 20 KW with or without net metering @ €% per annum.

The Company introduced HBFC Khas Scheme for widows, children of martyrs, special persons holding CNIC with disability,
transgender and persons in areas severely affected by terrorism. The tenure of financing will be determined with respect to the age
of the eldest applicant(s) / guarantor(s) with maximum financing tenure not exceeding 12.5 years. The scheme carries mark up at a
fixed rate of 4% per annum.

Cusfomer with an initial rate of 5% - 7% per anum for the first five years, with step-up-rate of 7% - 9% per anum for the next five
years and there after would be priced on 1 year KIBOR benchmark plus spread pricing. The Government of Pakistan, via the State
Bank of Pakistan would provide the rate diffarences between the ahove mentioned rates and 1 year KIBOR plus 4% per anum

Housing advance is given to employees as per the terms of employment for purchase of house, renovation or construction of
houses, at rates ranging from 3.00% to 11.00%. These advance are given for a period of remaining service life of employee.

Car advance is given to employees as per the terms of employment for purchase of car at rates ranging from 4% to 10%. These
advance are given for a period of 5 years.

Represents interest free personal loan to regular officers up to a maximum of five months' current basic pay. These loans are
recovered from salaries in 24 monthly installments or up to the date of retirement, whichever is earlier.

This represents the insurance claims received from State Life Insurance Corpaoration of Pakistan (SLICP) on behalf of the pariners’
death. Subsequently this will be paid to respective partrers' heirs.

General provisicn against advances has been determined in accordance with the requirements of Prudential Regulations (HF-9)
issued by the SBP on regular portfolio of consumer financing.

Advances include Rs. 2,753 million (2022: Rs. 3,087 million) which have been placed under non-performing status as detailed
below:

2023 2022
Non Performing MNan
Loans Provision Performing Provision
Loans
---------------- -- Rupees in "000 --—-r=rmsmemecememaeeaee

Category of Classification

Domestic

Other Assets Especially Mentioned 59,684 1,191 83,795 506
Substandard 75,216 20,682 86,899 21,725
Doubtful 117,499 62,312 140,440 70,220
Loss 2,500,558 2,500,558 2,775,669 2,775,669
Total 2,752,957 2,584,744 3,086,802 2868120
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9.20

9.21

10

10.1

2023 I 2022
[ Specific | General | Total |[ Specific [ General || Total |
RUpees in "000 —-=--rmmemmmsmsimiannnnnonen
Particulars of provision against
advances
Opening balance 2,868,120 278,897 3,147,017 3,201,604 225,295 3,426,888
I 17,093 - | 17,093 86,304 53,602 139,906
{300,469) (43,444) (343,913 (419,788) . (419,788)
{283,376) (43,444) (326,820) (333,484) 53,602 (279,882)

Charge for the year
Reversals

Amounts written off

Closing balance 2,584,744 235,453 2,820,197 2,868,120 278 897 3147017

The SBP vide BSD Circular No. 10 of 2009 dated 20 October 2008 had allowed banks / DFls to avall benefit of Forced Sales Value (FSY) of
collaterals mortgaged with them while determining provisioning requiremant against non-performing financing, Further, SBP vide BSD Circular No.1
of 2011 dated 21 October 2011 made certain amendments in the Prudential Regulations for Consumer Financing with respect to allowing additional
benefit of FSV of mortgage properties held as collateral agains! housing finances. According to the said circular, the impact on profitability due to
availing FSV benefit shall not be available for payment of cach dividend or stack dividend, As at 31 December 2023, the Company has not taken FSV

benefit as allowed under IH&SMEFD Circular No. 03 of 2017

2023 2022
Nate: - Rupees in '000 -------
FIXED ASSETS
Property and equipment 101 321,503 286,643
Right of use-of-assets 102 285,380 343611
606,883 530,254
Property and eguipment
2023
st Electrical,
Freehold Leasehold Buildings on | g, hitre office and "
lease Vehicles Total
land fand holdland and fixture computer
equipment
At 1 January 2023 Rupees 000
Cost 6,075 5,673 364,660 106,886 320,320 85,072 888.686
Accumulated depreciation - - {183,670) {84,600) (267,492) (60,283) (602,043}
Net book value 6.075 5673 174,980 22,286 52,829 24,730 286,643
Year ended 31 December 2023
Cpening net bock value 6,075 5,673 174,990 22,286 52,829 24,790 286,643
Additions L ¥ 45,168 29,825 19,054 94,047
Cisposals
- Cost - - - {1,103} (7.072) {10,703) [18.8?8;]
- Depreciation = - = 876 7,070 4,689 12,635
- 3 (227) (2) (5,014) (6,243)
Depreciaton charge - {15,375) {5,147} [22,987) (9,435) (52,944)
Closing net book value 6,075 5573 159,615 62,080 59 665 28,395 321,503
At 31 December 2023
Cost 6,075 5673 364,660 150,951 343,073 93,423 963,855
Accumulated depreciation - - (205,045) (88,871) (283,409) {65,029) (642,352)
Net book value 6,075 5573 _ 159,615 __62,080 59664 28,394 321,503
Rate of depreciation (percentage) - - 5% 10% 10%-33% 20%
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2022
i Electrical
Buildings ’ A
Leasehold Furniture office and ;
; |
Freehold land ford on lease and fiddista computer Vehicles Tota
holdland i
equipment
At 1 January 2022 Rupees '000
Cost 6,075 5673 360,512 98,653 299,403 65,375 835,691
Accumulated depreciation - - {174,362) (82,305) (249,099} (55.431) (561,197)
Net book value 6,075 5673 186,150 16,348 50,304 9.944 274,494
Year ended 31 December 2022
Opening net book value 8,075 5673 186,150 15,348 50,304 9,044 274,494
Additions - - 4,148 8,232 24 B57 21,852 59,089
Disposals
- Cost - - - - {3,939) (2,155) {6,084)
- Depreciation - - - - 3,837 1,628 5,566
- - - - 3 (525) (528)
Depreciation charge 5 4 (15,308) (2,295) (22,329) (6,481) (46,413)
Closing net book value 6,075 5673 174,980 22,286 52,829 24,790 286 643
At 31 December 2022
Cost 6,075 5673 364,660 108,886 320,320 85,072 888,686
Accurmulated depreciation . - {188,670} (84,600) {267,402) (60,283) {602,043)
Net book value 6,075 S€73 174,990 22,2886 52,829 24,790 286,643
Rate of depreciation (percentage) - - 5% 10% 10%-33% 20%
Cost of fully depreciated assets stillin use:
Bulldingon ., iure E;Eii"i:ﬁ
"“;::';md and fixture  computer ¥ahicles et
equipment
ewmanenie RUPEES iN "000 moommmmemmmremsmnomemmennes
2023 57129 78,775 231,854 44,720 276,574
2022 57129 78,751 222,986 43,352 266 338
2023 2022
Note === RUpees in '"000 —----
10.2  Right-of-use assets - buildings on leasehold land
Recognized value of right of-use assets 450,634 427,371
Accumulated depreciation (165,254) (B3,780)
Net book value 285,380 343611
10.2.1 Mov tin RoU et
Opening balance 343,611 107,685
Acditions during the year 10,613 291,275
Depreciation for the year {68,844) (55,349)
Closing balance 285,380 343611
1 INTANGIBLE ASSETS
Computer software 1.1 63,246 20,849
Capital work-in-progress . 40,919
63246 61769
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11.1  Computer software
As at 01 January
Cost
Accumulated amortization
Net book value
Year ended 31 December
Opening net book value
Additions

Amortization charge
Closing net book value

As at 31 December

Caost

Accumulated amortization
Net book value

Rate of amortisation [percentage)

Useiul life

12 DEFERRED TAX ASSETS

Deductible temporary differences on:

Provision for diminution in the value of investment

Deficit on revaluation of investments

Provision against lending to financial inslituitions

Provision against advances
Provision against other assels
Unabsarbed losses

Taxable temporary differences on:

Accelerated tax depreciation and amortisation

FProvision against retirement benefits

2023

2022

«e---- Rupees in "000 -------

40,360 40,380
(19,511) {14614)
20,849 25,746
20,849 25,746
46,783 -
(4,385) (4,897]
63,245 20,849
87,143 40,360
(23,897) (19,511
63,245 20,849
10% - 33% 10% - 33%
3 - 10 years 3- 10 years
At 01 Recognised Reoghised Ata1
i in other
January in profit and SomsTetiongive December
2023 loss pree 2023
income
------------------------ {Rupees in "000) ------msmcemmmamenrannsn
17,293 (3.014) - 14,280
94,118 = (48,808) 45,310
18,375 (2,227) - 16,148
1,038,516 (227,252) = B11,263
17,759 (2,153) 7 15,606
214,309 (214,309) - -
1,400,368 (448,955) (48,808) 902,607
(35,341) 5,600 - (29,741)
24,405 {17,999) (486,010) (478,603)
{10,938) (12,399) (485.010) (508,345)
1,389,432 {481,354) (5234,816) 393262
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13

14

14.1

14.2

15

15.1

OTHER ASSETS

Income / mark-up accrusd in local currency - net of provision

Advances
Investments

Receivable from Pension Fund
Advances, deposits and prepayments
Advance taxation

Advance for purchage of land - housing projects

Other receivables against advances - net

Provision held against other assets

2023 2022

Note ==--=== Rupees in "000 —----
1,039,638 462.862
1,258,966 280,780
2,298,604 732622
2,645,288 850,410
85,255 108,775
477,193 227,365
131 53,815 53,815
107,531 22037
5,667,684 2,085,004
13.1 {53,815) (53,815)
5,613,869 2,041,189

This represents 25% advance payment made in 2007 for the purchase of two pieces of land measuring 163 acres situated in Gwadar The
Company intends to construct low cost houses on this land to promote affordable housing facilities to low income groups of the residents of
Gwadar. The management on prudent basis, has made full provision against this amaount,

BORROWINGS

Secured

Pakistan Mortgage Refinance Company Limited

Repurchase agreement borrowings
Refinance from SBP

2023 2022

Note wreeee RUpEES [0 '000 -oveev
14.1 1,735,699 2,101,162
142 24,462,347 10,729,977
80,160 2,790
26,278,206 12,633,929

The borrowing is secured against advances of customers and carries mark-up rates ranging from 10% - 11% (2022 6% - 7%) per annum.

The borrowings are secured against investments in PIBs amounting Rs. 24,500 million (2022; Rs. 10,450 million) and of carry mark-up rates
ranging from 22.04% - 23% (2022 15.2% - 16.5%) per annum.

LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

Opening balance
Additions during the year
Interest expense
Fayments

Closing bslance

Lease liabilities are payable as follows:

2023

2022

------ Rupees in '000 -------

Not [ater than one year

Later than one year and upto
five years

Over five years

388,967 140,480
10,613 386074
45,431 35857
{124,589) (153 444)
320,422 388967
2023 2022
Minimum Financial S Minimum ftansiol
Fresien ¢h T Princiopal laGse charges for Princiopal
. i AraRs d outstanding g future outstanding
payments uture periods pay! periods
Rupees in '000
83,287 42,821 40,466 83,454 46,281 37173
237,931 135,581 102,350 251,776 88,319 152,457
225,846 48,240 177,606 241,902 42,565 199,337
547,064 226,642 320,422 §577.132 188,168 388 967
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16

17

171

17.2

18

19

OTHER LIABILITIES

Mark up payable on borrowings
Retirement and other service benefits
Demand charges

Accrued expenses

Advance payments from customers
Insurance premium payable

Advance rent received

Workers' Welfare Fund

Others

Workers' Welfare Fund

Opening balance

Charge for the year
Payment made

Balance at end of the year

SHARE CAPITAL
Authorized Capital
2023 2022

Number of ordinary shares of Rs.
10 each

2,000,000,000 2,000,000,000

Issued, subscribed and paid-up

2023 2022
Number of shares

Ordinary shares of Rs. 10 each

100,000 100,000  Fully paid in cash

1,936,400,000 1,936,400,000  Issued for cansideration other than cash

1,936,500,006 1,936,500,008

Pattern of shareholding

187,562,506 187,562,606  Federal Government
1,748,937,500 1,748,037,500  Stats Bank of Pakistan

1,936,500,006 1,936,500.008

DEFICIT ON REVALUATION OF ASSETS

Available for sale securities

CONTINGENCIES AND COMMITMENTS

~ Commitments
- Other contingent liabilities

Commitments

Loans sanctioned but not disbursed

Equity investment to be made in ‘Pakistan Mortgage Refinance
Company Limited

Capital commitment

Land to be purchased for Gwadar Housing Projects

Other commitments

22

MNote

16.1

18.1
19.2

13.1

2023 2022

______ Rupees in '000 ----—-
191,192 128675
891,481 1,024 365
10,938 8408
197,810 254 937
307,003 201718
164,594 83011
9,341 60,436
108,371 58,231
16,747 18 984
1,995,478 1928 763
58,231 33260
67,995 38.947
{19,855) (13.976)
106,371 58231
20,000,000 20,000,000
1,000 1,000
19,364,000 18,364,000
19,365,000 16,365,000
1,875,625 1,875,625
17,489,375 17,489,375
19,365,000 19,365,000
{116,548) (199.862)
470,202 768,057
58,993 47,990
529,195 816,047
91,606 339,178
193,325 183,325
25,796 31,613
149,725 148,725
9,750 54,218
_470,202 708,057
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19.2

20

21

22

23

Note

Other contingent liabilities
Claims not acknewledged as debt
MARK-UP / RETURN /INTEREST EARNED

a) Loans and advances
Customers
Employees

b) Investments
Available-for-sale
Held to maturity

¢} Landings to financial institutions
Letter of placements
Repurchase agresment lending (Reverse Repo)

d) Balances with banks - deposit accounts

MARK-UP / RETURN /INTEREST EXPENSED

Markup expense on borrowings
Finance lease charge

OTHER INCOME

Rent on property

Gain on sale of fixed assets-net

Early termination charge and penalty income on conventional scheme
Miscellaneous income

OPERATING EXPENSES
Total compensation expense 231
Property expense

Rent and taxes

Insurance

Utilities

Security (including guards)

Repair and maintenance (including janitorial charges)
Depreciation

Depreciation on right-of-use assets

Impairment loss on capital work in progress

Information technology expenses
Hardware maintenance
Depraciation

Amortization A
Network charges

Total carried forward

23

2023

e Rupees in "000

58,993 47,980
3,284,595 2,486,952
25864 16,495
5,928,580 854,375
103,434 413,134
838 2,206
344,618 91,473
13,248 17,115
9,701,178 3,881,750
4,880,231 652,586
45,431 35.857
4,925,662 688,423
53,075 51,041
1,326 866
35,295 20,422
18,810 15,377
108,506 87,706
1,185,997 1,109,050
15,228 1,603
845 826
34,008 38,140
12,470 10,335
127,426 75,415
15,502 15,308
68,844 55,349

- 12,860
274,023 209,926
24,192 9,067
14,500 15,387
4,386 4,897
25,549 11,004
69,627 40,355
1,529,647 1,359,331
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231

23.2

24

25

Total brought forward
Other operating expenses

Directors' fees and allowances
Legal and professional charges
Consultancy charges
QOutsourced services costs
Travelling and conveyance
Depreciation

Training and development
Postage and courier charges
Communication

Stationery and printing
Marketing, advertisement and publicity
Commission against recovery
Auditors remunaration

Banking service charges
Entertainment

Vehicle experise

Subseription

Others

Total compensation expense

Managerial Remuneration:

iy Fixed

ii) Variable - Performance awards
iily Hardship allowance
Retirement and other service benefits
Cantribution to ECBI

Cantribution to Benevolent Fund
Rent and house maintenance
Utilities

Medical

Conveyance

Group Life Insurance

Haijj

Overtime to staff

Auditors’ remuneration

Audit fee

Half yearly review

Other certifications

PROVISIONS AND WRITE OFFS - net

Provision far diminution in value of nvestments
Reversal of provision for non-performing advances
RELIEF PACKAGE AND REPROCESSING CHARGES

Reprocessing and closing adjustment

2023 2022
Note rmmmer Rupees in ‘000 -------
1,529,647 1,358 331
350 1,100
17,446 33,885
34,035 13,373
53,910 58,473
16,517 12,689
23,308 15,718
7,320 7,542
5,010 4,152
6,160 6,011
8,302 8,405
39,522 19,888
4,540 3,800
23:2 4,427 3,200
10,933 9,286
3,221 2,461
30,409 22 501
2,068 1,846
18,192 9,535
285,670 234,575
1,815,317 1,693,908
550,168 564 763
55,000 50.784
27,488 =
69,346 63,458
8,750 4,230
5,384 7,136
240,983 223,497
40,424 35,153
10,620 10,375
166,482 128,304
1,833 13,739
8,783 7,138
736 472
1,185,997 1,109,050
2,700 2,288
600 512
1,127 1,100
4,427 3,900
- 3,164
(326,820) (279,884)
{326,820) (276,720)
763 14,348
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26

27

28

29

30

30.1

TAXATION

Current
Deferred

EARNINGS PER SHARE - BASIC AND DILUTED

Profit for the year

Waighted average number of ordinary shares

Earnings per share - basic and diluted

Note
CASH AND CASH EQUIVALENTS
Cash and balances with treasury banks (5]
Balance with other banks 7

STAFF STRENGTH
Permanent

Contractual employees
Company's own staff strength
Outscurced

DEFINED BENEFIT PLAN

General description

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

- Pension fund
- Post retirement medical benefits
- Employees compensated absences

25

2023

2022

608.091 324,429
461,354 105,666
1,063,445 430,095
2,261,785 1.478.310
Sommmnm——— (No. of Shares] -

1,936,500,006 1,936,500.006

---------- Rupees --~-----—
1.17 0.76

------ Rupees in '000 -------
16,717 15,005
86,050 3,842
102,767 18,847
mmewmmama—— (MUmMber) -—---e-o---

393 427
87 82
480 509
114 136
594 645

2023 2022

----------- (Number) --—=--—-==-

652 654
652 654
arT 307
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30.2

304

30.5

30.7

3074

10.7.2

Principal actuarial assumptions

The actuarial valuations were carried out using the following significant assumptions:

Discount rate

Expected rate of return on plan assets
Expected rale of salary increase

Expected rate of increase in pension
Expected rate of increase in medical benafit

Expected rate of increase in compensated absences

Reconciliation of payable to defined benefit plans

Present value of obligations
Farr value of plan assets
{Receivable) / Payable

Movement in defined benefit

obligations

Otligations at the beginning of the year

Current senvice cost
Interest cost

Benefits paid by the Company
Re-measurement loss / (gain)
Chligations at the end of the year

Movement in fair value of plan assets

Fair value al the beginning of the year
Interest income on plan assets

Benefits paid by Company

Contribution by the Company - net
Re-measurements: Net return an plan
assels over interest incorme gain

Fair value al the end of the year

Movement in payable

under defined benefit schemes

Opening balance
Charge for the year

Contribution by the Company - net

Re-measurement (gain) / loss
recognized in OCI during the year

Benefits paid by the Company

Closing balance

Charge for defined benefit plans

Cost recognized in profit and loss

account

Current service cost

Nat interest on defined benefit asset
(Gain) / losses arising an PYORO

Re-measurements recognized in
ather comprehensive income

Loss / (gain) on obligation
- Financial assumptions
- Experience adjustmeant

Return on plan assets over interest income
Tolal re-measurements recognized in CCI

15.25% 13.50%
15.25% 13.50%
15.25% 13.50%
14.25% 12.50%
7.50% 5.75%
15.25% 13.50%
2023 2022
Pension Medical Compensated Pansicn Medical Compensated
fund henefit: t 88 fund benefits absences
Note Rupees in '000
304 7,900,131 752,073 237,908 7,958,590 739,942 282 902
305 (10,545,417) - - {B,809,000) - -
{2,645,286) 762,073 237,909 (950 410) 739042 282 902
7,958,590 739,942 282,902 7,195,649 753,240 316,204
83,348 11,589 17,792 82,583 11,654 18,285
1,042,768 95,572 37,713 T77.804 89,955 38,060
(458,760) (63,998) {7.138) (563.674) (37 624} (9,201)
(715,815) {31,002} {93,532) 466,228 (77.083) {79,536)
7,500,131 752,073 237,909 7,858 590 739,842 282,902
8,909,000 - - 7,795,635
1,171,391 = = 877,009 5 -
(488,760) - = (563.674) & :
4,707 - . 563,674 g
929,079 = L 235,356 4
10,545 417 - - 8,909,000 -
(950,410) 739,942 282,902 (599,988) 753,240 315,194
30.7.1 (45,275) 107,134 {38,027) {16,6822) 101,800 (23.191)
{4,707} - - - & 2
30.7.2 (1,644,804) (31,002) 2 229,872 (77,083 -
. {63,998) (7,138) (563,674} (37,824) (8,201)
[2,645!286I 752,073 237,909 (850,410} 738,942 282 802
83,348 11,559 17,792 82,583 11,654 18,285
(128,623) 95,572 37,713 (69,205) 80,055 (79,536)
= . {93,532) - - 38,060
{45,275) 107,131 {38,027} (16,622) 101,609 {23181
{21,188) 11,841 - (29,948) 7,858 ®
(694,629) {42,843) = 495,176 (84,941) -
(929,079) = . (236,356) E
EEM_ _ (31002} = 228872 (77.083) -
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2023 2022
Pension fund Pension fund
------- Rupees in '000 ===
30.8 Components of plan assets
Bank balances 3,292,560 -
Government Securities 7,252,857 8,909,000
10,545,417 8,809,000

30.8.1 The expected return on plan assets was determined by considering the expected returns available on the assets underlying the current
investment policy. Expscted yields on fixed interest investments are based on gross redemption yields as at the reporting date. Expected
return on equity investments reflect long-term real rates of return experienced in the market.

30.9  Sensitivity analysis

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions censtant and calculating the impact on
the present value of the defined benefit obligations under the various employes benefit schemeas. The increase / (decrease) in the present
value of defined benefit obligations as a result of change in each assumption is summarized below:

[ 2023
Change in Pension Post retirement  Compensated
assumption fund medical benefit absences
mmmmammm——— Rupees in '000 —mmememanin
1% increase in discount rate 1% 7,112,092 687.907 225,931
1% decrease in discount rate 1% 8,845,664 827832 251,282
1% increase in expected rate of salary increase 1% 8,034,934 - 251,072
1% decrease in expected rate of salary incraase 1% 7,777,118 - 225,913
1% increase in expected rate of pension increase 1% 8,681,154 - -
1% decrease in expecled rate of pension increase 1% 7,228,488 -
1% increase in expected rate of medical benefit increase 1% - 812,829
1% decrease in expected rate of madical benefit increase 1% . 698,895
30.10 Expected charge for the next financial year (320,252) 121,841 -
30.11 Maturity profile
The weighted average duration of the obligation is 11 years.
30.12 Risks associated with defined benefit plans
Investment The risk arises when the actual performance of the investments is lower than expectation and thus creating a shortfall
risks in the funding objectives.
Longevity The risk arises when the actual lifetime of retirees is longer than expectation. This risk is measured at the plan level
risks over the entire retiree population.
Salary The most commen type of retirement benefit is one where the benefit is linked with final salary. The risk arises when
increase risks the actual increases are higher than expectation and impacts the lizbility accordingly.
Withdrawal The risk of actual withdrawals varying with the actuarial assumptions can impose a risk to the benefit obligation. The
risks movement of the liability can go either way.
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31 COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONNEL

311 Total Compensation Expense
2023
Items DIFEcors m President / Key Management
Chairman 24 CEO Personnel
Executives
-------------------------- Rupees in "000 =srseememcnmnnmecsaecnan-
Directors Fees 350 - -
Managerial Remuneration:
i) Fixed . - 10,381 41,551
iy Total variable of which 4
a) Cash bonus/awards - - - 6,529
b) Bonus and awards in shares . - - -
Rent and house maintenance - - 4,449 25,550
Utilities - - 1,326 7.774
Medical ) s " 724
Conveyance - - - 2193
Mobile Charges . - - 81
Others - - - 12,066
Total . 350 16,158 96,448
Mumber of Persons : 1 1 11
2022
items Dieectors President [ hey
: MNon- Management
Chairman : CEQ
Executives Personnel
----------------------------- Rupees in ‘000 ----cecmmmrmmmmmnme e
Directors Fees - 1,100 -
Managerial Remuneration: 9,792 27516
i) Fixed - A = 3
iy Total Variable of which
a) Cash Bonus [ Awards - - = 5.845
b) Bonus and Awards in shares 8 - - -
Rent & house maintenance - - 4,000 17.089
Utilities - - 1,021 5034
Medical - - - 652
Conveyance - - -- 1,197
Mobile Charges - - - 55
Others - - - 10.073
Total - 1,100 14,813 67461
Number of Persons - 1 il 12
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31.2 Remuneration paid to Directors for participation in Board and Committee Meetings
2023
s Meeting Fees and Allowances Paid
N z Name of Director For Board Commitiees
o. For Board ,
Mestings Audit ik i ITSC Total
Committee  Committee  Committee
Rs. in '000'
1 Mr. Shehzad Naqvi - - - - - -
2 Mr. Adnen Asdar Ali = - . 3 . W
3  Ms. Faiza Kapadia Raffay 100 50 150 50 - 350
Total Amount Paid 100 50 150 50 - 350
2022
e Meeting Fees and Allowances Paid
- Name of Director For Board Committees
No. For Board :
Meetings i He ik ITSC Total
Commitiee Committee Committee j
Rs.in'000" -—
1 Mr. Shehzad Magvi . - - - - -
2 Ms. Yasmeen Lari - - - - - =
3 Mr. Adnan Asdar Ali - - - - - -
4  Ms. Faiza Kapadia Raffay 350 250 300 150 50 1,100
Total Amount Paid 350 250 300 150 50 1,100
32 FAIR VALUE MEASUREMENTS
The fair value of traded investments other than those classified as held to maturity is based on quoted market price. Fair value of unguoted
aquity invesiments is determined on the basis of break up value of these investments as per the latest avalable financial statements. Fair
value of fixed term loans, other assets, other liabilities and fixed term deposits cannot be calculated with sufficient reliability due to absence
of current and active market for such assets and liabilities and reliable data regarding market rates for similar instruments The
management is of the view that the fair values of the remaining financial assets and liabililies are not significantly different from their
carrying values since assets and liabilities are either short term in riature or in the case of customer advances are frequently repriced,
32.1  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 for identical assets or liabilities.

Level 22 Fair value measurements using inputs other than quoted prices includad within Level 1 that are cbservable for the assets or
liakility, either directly (i.e. as prices) or indirectly {i.e. derived from prices).

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 measured at the end of the reporting period by the level in the fair value hierarchy into which
the fair value measurementis categorized:

|I 2023 _[

Level 1 Level 2 Level 3 Total |
------------------- - Rupees in '000 ~=re-mmrmeemmszanacs
On balance sheet financial instruments
Financial assets - measured at fair value
Investments
Federal Government Securities - 34,087,231 - 34,087,231
Listed Ordinary Shares 7,239 - - 7,239
7!239 34,087,231 - 34,094,470

29




HOUSE BUILDING FINANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

33

On balance sheet financial instruments
Financial assets - measured at fair value

Investments

Federal Government Securities
Listed Ordinary Shares

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

Item

Federal Government Securities

RELATED PARTY TRANSACTIONS

2022
Level 1 Level 2 Level 3 Total
-------------------- Rupees in D00 ==-=rmmsmammieat
- 15,753,002 - 15,753,002
4,873 - E 4,873
4873 15,753,002 - 15757875
Input used
PKRV Rates

Related parties comprise of associates, directors and key management personnel of the Company. There were no transactions with
the key management personnel other than those under the terms of their employment. Key management personnel includes chief
executive officer, group head internal auditor, group head treasury, chief financial officer, company secreiary, group head
compliance and risk management, group head recovery and head of information technology. Details of transactions with the related
parties other than those which have been disclosed elsewhere in these financial statements, are as follows:

Advances

Opening balance
Addition during the year
Repaid during the year
Transfer (out) / in - net
Closing balance

Income

Mark-up/return/interest earned

2023 2022
Key manage- Key manage-
ment ment
personnel personnel
~wewn= RUpees in '000 ----- -
48,487 55,439
22,809 24,705
(14,746) (22,425)
{2,144) (8,232)
54,406 48,487
1,973 1.681
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34 CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

Minimum Capital Requirement (MCR):

Paid-up capital (net of losses)

Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1} Capital

Eligible Additional Tier 1 (ADT 1) Capital

Total Eligible Tier 1 Capital
Eligible Tier 2 Capital
Total Eligible Capital (Tier 1 + Tier 2)

Risk Weighted Assets (RWAs):

Credit risk
Market risk
Qperational risk
Total

Cammon Fquity Tier 1 Capital Adequacy ratio

Tier 1 Capital Adequacy Ratio

Total Capital Adequacy Ratio

2023

2022

------- Rupees in ‘000 -------

22,066,228 21,530,554
‘ 25,971,834 ‘ 22,192,045
25,971,834 22,192,045
142,799 97,868
26,114,633 22,289,912
11,423,934 7,820 406
: 2,108,625
10,228,404 6,332,458
21,652,338 16,270,489
119.95% 136.39%
119.95% 136.39%
120.61% 137.00%

in accordance with BSD Circular No.19 dated 05 September 2008 the minimum paid up capital requirement [net of lbsses) of the
company at 31 December 2003 and onward would be Rs. 6 billion.

Under Basel Il guidelines banks / DFIs are required to maintain the following ratios on an going basis:

Leverage Ratio (LR):

Eligible Tier-1 Capital
Total exposures
Leverage ratio

Liguidity Coverage Ratio (LCR):
Total high quality liquid assets

Total net cash outflow
Liguidity coverage ratio
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S.No. Ratio 2017 2018 2019 2020 2021 2022 2023
1 |CET-1 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
2 |ADT-1 1.50% 1.50% 1.50% 1,.50% 1.50% 1.50% 1.50%
3 |[TIER-1 7.50% 7.60% 7.50% 7 .50% 7.50% 7.50% 7.50%
4 |Tatal Capital 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00%
5 |ccB 1.90% 2.50% 1.50% 1.50% 1.50% 1.50% 1.50%
6 |Total Capital Plus CCB 11.90% 12,50% 11.50% 11.50% 11.50% 11.50% 11.50%
2023 2022

------ Rupees in '000 «=-anux

25,971,834 22,192,045
55,640,945 38,074,202
46.68% 58 25%
9,642,000 5,173,000
1,150 4,000
—__838435% 129325%
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34.1

as

2023 2022
------- Rupees in '000 =----
Mot Stable Funding Ratio {NSFR):
Tetal available stable funding 41,192,000 24,468 000
Total required stable funding 17,703,000 15,668 000
Net stable funding ratio 233% 156%

Full disclosures of Capital Adequacy Ratio, Liquidity Coverage Ratio & Net Stable Funding Ratio will be available at
hitp:/fhbfc.com.pk under the tab of Regulatory Disclosures.

RISK MANAGEMENT

Financial institutions are exposed to various risks in pursuit of their business objectives. The nature and complexity of these risks
has rapidly changed over time. The failure to adequately manage these risks not only results in business losses but also places
hurdles in achieving strategic objectives. Consequenily, a solid and vigorous risk management framework in the organization is
required.

The Company's risk management policy is in line with the Risk Management Guidelines of the SBP and Basel Il Accord. The risk
management policy is approved by the Board of Directors.

The risk managemernt policies and procedures cover all activiies of the Company including credit evaluation, treasury and

investment operations. The basic principles employed in formulation of the above palicies and procedures involves identification,
measurement, monitoring and controlling risks to ensure that:

- The Company's risk exposure is within the Iimits established by the Board of Directors.

- Risk taking decisions are in line with the business sirategy and objectives of the Company.

- The expected payoffs compensate the risks taken by the Company.

Risk profile of the Company

The key risks are credit risk, liquidity risk, market risk and operational risk.

Risk Structures and Responsibilities

Organizational framework for Risk Management includes the following:

The Board of Directors is responsible for overall supervision of the risk management process. A Board Risk Management
Committee has been formed to regularly review risk rzlated activities of the company. The Board Risk Management Commitiee is

responsible to establish and implement risk management framework of the Company. Individual risks are reviewed and controlled
by various commiltees at managemert level like Assets and Liabilties Committee and Credit Committee.

Risk Management Department is responsible for coordinating and implementing all the risk management activities of the Company.
It ensures that risks remain within the boundaries as defined by the Board, comply with the risk parameters and prudential limits
and work out remedial measures. The core function is to identify, measure, monitor and report key risks to which company may be
exposed. It works in close coordination with all the functions and business units that are involved in risk taking.

Risk Management department undertakes the following activities on regular basis utilizing the overall risk framework:

- Formulate policies and guidelines for managing all risk categories.

- Develop systems and procedures. These systems and procedures should be capable of accurate measurement of the risks to
identify deviation from approved risk parameters,

- Facilitate introduction and implementation of prudent practices for risk management.

- Facilitate management in business decisions by providing analytical risk reviews.

. Communicate and liaise with other functions and business units in carrying out risk reviews, analysis and mitigation activities,
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Credit Risk
Credit risk is the risk that a customer or counterparty may not settle an obligation for full value, either when due or al any time

thereafter. This risk arises from the potential that a customer or counterparty's willingness to meet an obligation or its ability to meet
such an obligation is impaired, resulting in an economic loss to the Company.

Housing Finance is the core function of the Company and credit risk is the major risk faced by the Company. Credit risk is incurred
mainly in the following two areas of its operations: -

- Inits credit operations, where it provides housing finance to retail or wholesale clients; and
- In treasury operations where credit risk is incurred with counterparties in its investments in financial markets and instruments.
Owerall credit risk is monitared by Credit Committee at Head Office, which reviews and recommends improvements in credit policies

and monitors portfolio behavior. To further strengthen credit risk management and credit setup, proper delegation of credit decisions
at committee level with appraopriate approving limits has been made.

Following measures have been applied to govern credit policy of the Company:-
- Lending process and decision is based on a full appreciation of the risks inherent in the transactien.
Management monitors credit portfolio through MIS reports.

- Stress testing for individual credits and the overzll credit portfolio under adverse changes in the conditions | environment in
which the borrowers operate.

- The Company has instituted an effeclive system for monitoring servicing of its performing credit portfolio and collection of non
performing portfolio.

- The Company creates loan loss provisions against non-performing advances in accordance with Prudential Regulations issued
by SBP.

Credit Risk Mitigation

It is the Company's policy to reduce or mitigate credit risk on credit facilities or exposures, by securing these with collaterals. To
correctly assess the extent to which the collateral mitigates the credit risk the collateral must be valued according to a specified
valuation method, documented and monitored.

In this regard following steps have been taken: -

- Outsourcing of property tile verification.
- Qutsourcing of borrower income verification.
- Qutsourcing of property valuation.

Credit Risk is also mitigated through a set up of sub credit committee at Zonal and Regional level for credit approvals depending
upon the level of risk assumed. Overall credit risk is monitored by central credit committee which revisws and recommends
improvements in credit policies and monitors portfolio behavior

To strengthen credit risk management and to fulfill SBP requirements, the company is working to develop and implement internal
credit risk rating system for its entire credit portfolio.

Collateral & Security

Collateral is an important mitigate of credit risk. All the residential mortgages are collateralized. Valuation of the coliateral is taken

within agreed parameters. The legal mechanism by which collaterals is pledged and the company’'s procedures ensure that the
Company has clear rights over the collaterals and may liquidate, retain or take legal possession of it in a timely manner in the event
of default,
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35.1.1

35.1.2

35.1.3

Insurance Cover

- Every borrower and guarantor is insured for life and disability for repayment of the balance amount of the loans.

- Every property taken as collateral is insured.

Credit Concentration Risk

Concentration of credit risk is the risk related fo the degree of diversification in the credit portfolio, i.e. the risk inherent in doing
business with large customers or not being equally exposed across borrower types and geographical regions. The concentration
risk can arise in loan book as well as investment book.

Lendings to financial institutions

Credit risk by public / private sector

Public / Government
Private

Investment in debt securities

Credit risk by industry sector

Construction

Credit risk by public / private sector

Public / Government
Private

Advances

Credit risk by industry sector

Others

Gross Non-performing Provision
lendings lendings held
2023 | 2022 2023 | 202 2023 | 2022
Rupees in '000
55,683 55,683 55,683 55,683 55,683 55,683
55,683 55683 55,683 55,683 55,683 55,683
Gross Non-performing Provision
investments investments held
2023 | 2022 2023 | 2022 2023 | 2022
Rupees in '000
26,240 26,240 26,240 26,240 26,240 26,240
Gross Non-performing Provision
investments investments held
2023 | 2022 2023 [ 2022 2023 | 2022
Rupees in "000
34,087,231 15,753,002 - - - -
26,240 26,240 26,240 26,240 26,240 26,240
34,113,471 15,779,242 26,240 26,240 26,240 26,240
Gross Non-performing advances Provision
advances held
2023 | 2022 2023 | 2022 2023 | 2022
Rupees in '000
17,097,255 19,253,407 2,752,957 3,086,802 2,584,744 2,868,120
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a51.4

Credit risk by public / private sector

Public / Gavernment
Private

Conti i

and C

Credit risk by industry sector

Individuals
Others

itry el |tb

Gross advances

Non-performing

Provision heid

35.1.5 Advances - Province / Region-wise Dishursement & Utilization

Province / Region

Punjab

Sindh

KPK including FATA
Balochistan

Islamabad

AJK including Gilgit-Baltistan
Tetal

Province / Region

Punjab

Sindh

KPK including FATA
Belochistan

Islamabad

AJK including Gilgit-Baltistan
Tatal

advances
2023 2022 2023 | 2022 2023 ] 2022
Rupees in ‘000
1103 5,826 1,103 4,968 1,103 4,968
17,096,152 19,247,581 2,751,854 3,081,834 2.583,641 2,863,162
17,097 255 19,253,407 2752857 3,086,802 2.584.744 2868120
2023 2022
------- Rupees in 000 ——u
91,606 339,178
437,589 476,869
529,195 816,047
2023
Utilization
KPK AJK including
Disbursement Punjab Sindh including Balochistan Islamabad Gilgit -
FATA Baltistan
Rupees in "000
345,520 345,520 E - * - =
113,885 - 113,885 . [ ) 5
53,235 1 - 53,235 . - -
1,652 * - - 1,652 - -
37,716 2 % . . 37,716 -
85,477 = | - - - 85,477
637,385 345,520 113,885 53,235 1,562 37,716 85,477
2022
Utilization
KPK il
Disbursement Punjat Sindh insliding EATA Balochistan Islamabad including Gilgit 4
Baltistan
Rupees in '000
2,795,358 27495358 . - = 3
961,505 - 981,508 ¥ *
652,130 - = £52,130 - - =
29,394 - - “ 29,394 - .
218,427 ¥ & = 218,427
426,272 " s s = - 426,272
5,103,084 2795358 981,508 552,130 29,394 218,427 426,272
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354

Reconciliation of Assets and Liabilities exposed to Yield / Interest Rate Risk with Total Assets and Liabilities

31 December 31 December
2023 2022
-------- (Rupees in "000) ---=---
Total financial assets 25,069,754 23,412,874
Operaling fixed assets and intangibles assets 670,129 692,022
Total assels 26,639,883 23,104,896
Total financial liabilities 28,594,106 3471272

Yield Risk is the risk of dedline in eamings due to adverse movement of the yield curve. Interest rate risk is the risk that the value of
the financial instrument will fluctuate due to changes in the market interest rates.

Operational Risk

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

The Company has strengthened its risk management framework by developing polices, guidelines and manuals. Operational and
other risk assessment tool e.g. Risk Control and Self Assessment (RCSA) is being effectively used to assess, mitigate and monitar
possible risk that may arise in any of the Company’s financial product or department. Operational Loss Database (OLD) records all
the internal / external potential operational losses which helps the management understand the causes and impacl of these risks.

Liquidity Risk

Liquidity risk is the risk caused, among others by the inability of the Company to settle liahilities at due date. Objectives of our
liquidity management is to ensure that the Company is able to honor all its financial commitments on an ongoing basis without (i)
effecting the Company's cost of funds (i) adversely effecting ability to raise funds and (ijii) resorting to sale of assets.

The Company has Asset and Liability Committee (ALCO), Treasury, Finance Division and Risk Management Department each of
them plays their role in management of liquidity risk
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HOUSE BUILDING FINANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

37 GENERAL

Figures have been rounded-off to the nearest thousand rupees except stated otherwise.

38 DATE OF AUTHORIZATION

These financial statements were approved and authorized for issue on

Ebh 2%, 2024

Company.
q V

lodpn AT {.

by the Board of Directors of the

President / Chief Ch¥f findncial Dirkctor ; Director
Executive Officer Officer C)(\f\_o

41

birector



