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RATING RATIONALE
The ratings of Pak Libya reflect the sovereign parentage - jointly owned by Governments of Pakistan and Libya. However, so far,
this strength has not translated fully in supporting the entity in meeting deficiency in its regulatory capital requirement. The
approval for further extension in compliance with capital requirement remains dependent upon commitment from sponsoring
Governments. Nevertheless, with the organic growth of the company, the gap with minimum capital requirement is gradually
being abridged. Benefiting from the increasing credit offtake in the country, lending side of Pak Libya picked up pace along with
sustaining the quality. Treasury operations continue to strengthen the financial position of the company; investment in
government securities dominates the book with limited exposure in equity market through investments in diversified blue chip
stocks. Last year, the Company managed to repossess assets of Kamoki Energy Limited (KEL) – Pak Libya's largest nonperforming exposure – a strategic investment on the books. As the exposure was completely provided for, value earned from
transfer of assets buffered the equity. Management has applied for power generation license for Kamoke Powergen Limited
(KPL: newly formed Company), approvals pending, and eventually plans to sell it off. Although the management is actively
pursuing it, with improving energy dynamics, this may be challenging. Operational profitability has been sustained in all three
quarters of CY17. The management continues to cautiously expand its existing loan book through corporate finance activities
and further penetrating in SME segment while initiating secured consumer financing for corporate employees. The management
expects to capitalize on new avenues led by economic activities related to CPEC.
The ratings have a "negative outlook", signifying the need to comply with regulatory minimum capital requirement (shortfall of
PKR 1.258bln as at end-Sep17). Consistent efforts by the management to stabilize revenue stream and add further diversity to
operations would remain critical. Meanwhile, sustaining asset quality would help maintain the ratings. Timely sell-off of KEL is
important for the ratings.
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PAK LIBYA HOLDING COMPANY (PRIVATE) LIMITED
PROFILE
1978
Incorporated

Major business lines
Legal status
Head Office

To promote development of industrial
and economic infrastructure of the
country, by supporting both industrial
and service sectors
Un-Listed

INDUSTRY SNAPSHOT




Industry has grown with achieving a CAGR of 8% in the lending
portfolio and 19% in funding, over a span of 5 years
Portfolio quality is improving with better risk monitoring and
conservative lending
Going forward, to compete with the other financial institutions
(commercial banks primarily), the industry players need to identify
new niche for the expansion of DFIs operations

Karachi

OWNERSHIP

ADEQUATE



Pak Libya Holding Company (Private) Limited (PLHC) was established in October 1978 as a joint venture between the Governments of
Pakistan (GoP) and Libya.
 The primary objective of the Company is to promote development of industrial and economic infrastructure of Pakistan.
 PLHC is equally owned by GoP through the State Bank of Pakistan (SBP) and by Government of Libya through Libyan Foreign Investment
Company (LAFICO), representing their respective governments.
GOVERNANCE
GOOD





The overall control of the Company vests in six board of directors (BoD), with equal representation from both governments
The Chairman of the board, Mr. Bashir B. Omer, has worked as an investment banker and has over 21 years of experience
All the directors are professionally trained, adding effectiveness to the board
The Board has four committees in place for active monitoring and evaluation – (i) Board Audit Committee, (ii) Board Risk Management
Committee, (iii) Human Resource and Remuneration Committee, and (iv) Credit & Investment Committee
 The auditors, Grand Thornton Anjum Rehman, have given an unqualified review for half year end-Jun17, while an emphasis of matter
paragraph has been added regarding exemption granted to Pak Libya by SBP from required MCR of PKR 6bln till end-Dec17
MANAGEMENT
GOOD


Well-defined organizational structure to align its operations; all the divisional heads report directly to the Executive Committee (EC),
comprising the Managing Director (MD) and Deputy Managing Director (DMD) except Internal Audit reporting to audit committee
 The Managing Director, Mr. Abid Aziz, possesses 33 years of extensive experience in the financial sector and carries with him international
exposure as well.
 The management team consists of qualified and experienced individuals adding efficiency
RISK MANAGEMENT
GOOD




Independent Risk Management Division monitors credit, market, operational and liquidity risks reporting to the Executive Committee
Total assets grew by 13% in 9M17, on back of increased earning assets (11% YoY); lending portfolio alone increased by 10%
Client concentration remained high (~87%), while the book remain dominated in corporate segment (89%); top sectors Textile (19%),
transport and communication (16%), Power (15.9%) and chemicals (14.8%)
 Overall quality of the advances book intact, with impaired lending forming 32% of gross advances; loan loss coverage sustained (94%)
 Investment portfolio, constituting a major portion of total assets (59%) slightly declined (7%); Government securities lead the mix (79%)
 Kamoke Energy Limited (KEL), a 70 MW Rental Power Plant (RPP) was an equally joint venture between Pak Libya and Tapal family, is
maintained as a strategic investment by Pak Libya after repossession on court order.
 Pak Libya has exposure in KEL through, i) PKR 300mln as preference shares, and ii) PKR 500mln of ordinary shares of KEL; it has been
fully provided for in the accounts
 Currently, Pak Libya has applied for obtaining generation license for Kamoke Powergen Limited (investment PKR: 5mln). Application is now
pending with NEPRA. Management intends to sell it off.
PERFORMANCE
GOOD
 Though lending portfolio begin to rebound, net Interest Income decreased by 13% in Sep17
 Other operating income (9M17: PKR 281mln) continued to support the profitability, majorly attributable to surplus revaluation of investments
 High non-markup expenses (11%) kept cost to total net revenue at higher end (9M17: 73%, CY16: 102%), though improved than before
 Healthy other income led the company to achieve an operating profit of PKR 131mln, resulting into a net profit of PKR 72mln
 Going forward, management intends to sale KEL. While expanding its lending base, focus is towards Corporate Finance and SME financing
 Offering corporate guarantees to exposure is also on cards. Treasury and capital market operations would continue to support bottom-line
FINANCIAL RISK
GOOD


Strong treasury book (dominated by government securities) continues to provide cushion to liquidity (Liquid Assets/ Deposits and Borrowings
- (9M17: 74%, CY16: 92%), however, with the planned growth on funding side, liquidity needs to be monitored efficiently.



Pak Libya’s funding base consists of Repo borrowings (43%), COIs (2%) and borrowings from FIs (55%)




During 9M17, Pak Libya’s funding base increased by 21% – while concentration remained high
Though, the gap is reduced, through organic growth, Pak Libya still remains non-compliant with the regulatory capital requirement, with a
shortfall of PKR 1.258bln as of Sep’17. Application for further extension till Dec’17 is still pending with State Bank of Pakistan

Financial Summary
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Pak Libya Holding Company (Pvt.) Limited
BALANCE SHEET
Assets

Earning Assets
Advances
Lease
Debt Instruments

- Total Finances
Govt Securities
Equity Investments
Investments in Associates & Subsidiaries
Mutual Funds
- Total Investments
Others
Non Earning Assets
Non Earning Cash
Deferred Tax
Net Non Performing Finances
Fixed Assets & Others
Total Assets

Liabilities
Certificates of Investment
Borrowings
Interest Bearing Liabilities

Non Interest Bearing Liabilities
Equity
Total Equity

Revaluation Surplus

TOTAL LIABILITIES & EQUITY
INCOME STATEMENT
Interest/ markup earned
Interest/ markup expensed
Net Interest/ markup revenue

Other Income
Total revenue
Non Interest/ Non Markup expensed
Pre-provision Profit
(Provision)/ Reversal
Taxes

Net Income
Ratio Analysis
Performance
ROE
Cost-to-Total Net Revenue
Capital Adequacy
Equity / Total Assets
Capital Adequacy ratio as per SBP
Funding & Liquidity
Liquid Assets/ Deposits & Borrowings
Finances/ Deposits & Borrowings
Loan Loss Coverage
Loan Loss Provisions/ NPLs
Net Impaired Lending/Total Equity
* Annualized

Pak Libya Holding Company (Pvt.) Limited
Dec-17

30-Sep-17
9M

31-Dec-16
Annual

3,201
219
1,662

(PKR mln)
31-Dec-14
Annual

31-Dec-15
Annual

2,509
209
1,382

2,334
247
1,336

2,799
226
1,098

5,082
9,562
1,249
(400)
10,411

4,100
10,891
1,303
(405)
11,789

3,918
8,623
1,340
(405)
9,559

4,122
5,683
1,051
(405)
17
6,346

26
66
109
1,609

30
26
132
1,805

67
194
684
504

71
206
943
686

3,318

1,013

349

62

20,621

18,895

15,274

12,436

239
15,521
15,760

463
13,392
13,855

1,737
9,441
11,178

2,471
6,097
8,568

4,742

4,669

3,874

3,569

20,621

18,895

15,274

12,436

743
(540)

1,179
(866)

1,386
(1,026)

1,338
(1,002)

202

313

360

221

279

(102)

92

281
483
(353)

119
433
(443)

131
6
(64)

201

21

281

18

335

444
804
(379)

278
613
(385)

(10)
1,042
(241)

425
47
(167)
305

233

18.5%
102.4%

8.2%
47.1%

6.7%
62.9%

23.0%
37.1%

24.7%
36.6%

25.4%
38.4%

28.7%
39.9%

73.7%
34.0%

92.1%
30.5%

93.4%
40.9%

83.0%
56.1%

94.1%
2.0%

92.7%
2.6%

79.7%
17.0%

79%
19.2%

72

2.0%
73.0%

791

*

228
90
(85)
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CREDIT RATING
SCALE & DEFINITIONS

Credit rating reflects forward-looking opinion on credit worthiness of underlying entity or instrument; more specifically it covers
relative ability to honor financial obligations. The primary factor being captured on the rating scale is relative likelihood of default.

LONG TERM RATINGS
AAA Highest credit quality. Lowest expectation of credit risk.
AA+
AA

AAA+
A

A-

SHORT TERM RATINGS

Indicate exceptionally strong capacity for timely payment of financial
commitments.

Very high credit quality. Very low expectation of credit risk.
Indicate very strong capacity for timely payment of financial commitments.
This capacity is not significantly vulnerable to foreseeable events.
High credit quality. Low expectation of credit risk.
The capacity for timely payment of financial commitments is considered
strong. This capacity may, nevertheless, be vulnerable to changes in
circumstances or in economic conditions.

BBB+ Good credit quality. Currently a low expectation of credit risk.
BBB

BBBBB+

BB

BBB+

B

BCCC

CC
C

D

The capacity for timely payment of financial commitments is considered
adequate, but adverse changes in circumstances and in economic conditions
are more likely to impair this capacity.

Moderate risk. Possibility of credit risk developing.
There is a possibility of credit risk developing, particularly as a result of
adverse economic or business changes over time; however, business or
financial alternatives may be available to allow financial commitments to be
met.
High credit risk.
A limited margin of safety remains against credit risk. Financial commitments
are currently being met; however, capacity for continued payment is
contingent upon a sustained, favorable business and economic environment.
Very high credit risk. Substantial credit risk
“CCC” Default is a real possibility. Capacity for meeting financial
commitments is solely reliant upon sustained, favorable business or economic
developments. “CC” Rating indicates that default of some kind appears
probable. “C” Ratings signal imminent default.

A1+: The highest capacity for timely
repayment.

A1:.

A strong capacity for timely
repayment.

A2: A satisfactory capacity for timely
repayment. This may be susceptible to
adverse
changes
in
business,
economic, or financial conditions.

A3: An adequate capacity for timely

repayment.
Such capacity is
susceptible to adverse changes in
business, economic, or financial
conditions.

B:

The capacity for timely
repayment is more susceptible to
adverse
changes
in
business,
economic, or financial conditions.

C: An inadequate capacity to ensure
timely repayment.

Obligations are currently in default.

Outlook (Stable, Positive, Negative,
Developing)

Indicates the potential and direction of a
rating over the intermediate term in
response to trends in economic and/or
fundamental business/financial conditions.
It is not necessarily a precursor to a rating
change. ‘Stable’ outlook means a rating is
not likely to change. ‘Positive’ means it
may be raised. ‘Negative’ means it may be
lowered. Where the trends have
conflicting elements, the outlook may be
described as ‘Developing’.

Rating Watch

Alerts to the possibility of a rating
change subsequent to, or in
anticipation of, a) some material
identifiable event and/or b) deviation
from expected trend. But it does not
mean that a rating change is
inevitable. A watch should be
resolved within foreseeable future,
but may continue if underlying
circumstances are not settled. Rating
Watch may accompany Outlook of
the respective opinion.

Suspension

It is not possible to
update an opinion due
to lack of requisite
information. Opinion
should be resumed in
foreseeable
future.
However, if this does
not happen within six
(6) months, the rating
should be considered
withdrawn.

Withdrawn

A rating is withdrawn on a)
termination
of
rating
mandate, b) cessation of
underlying entity, c) the debt
instrument is redeemed, d)
the rating remains suspended
for six months, e) the
entity/issuer defaults., or/and
f)
PACRA
finds
it
impractical to surveill the
opinion due to lack of
requisite information

Disclaimer: PACRA's ratings are an assessment of the credit standing of entities/issue in Pakistan. They do not take into account the potential transfer /
convertibility risk that may exist for foreign currency creditors. PACRA's opinion is not a recommendation to purchase, sell or hold a security, in as much
as it does not comment on the security’s market price or suitability for a particular investor.

Regulatory and Supplementary Disclosure
Name of Rated Entity
Sector
Type of Relationship

Pak Libya Holding Company (Private) Limited (PLHC)
JVFI
Solicited

Purpose of the Rating

Independent Risk Assessment
Regulatory Requirement

Rating History

Dissemination
Date
18-Dec-17
23-Jun-17
25-Jun-16
26-Jun-15
26-Jun-14
20-May-13

Long Term
AAAAAAAAAAAA-

Short Term
A1+
A1+
A1+
A1+
A1+
A1+

Outlook

Negative
Negative
Negative
Negative
Negative
Negative

Action

Maintain
Maintain
Maintain
Maintain
Maintain
Maintain

Related Criteria and Research

Sector Study | DFIs | Oct17

Rating Methodology

Bank Rating Methodology

Rating Analysts

Mahina Majid
mahina.majid@pacra.com
(92-42-35869504)

Rating Team Statement

Rating Procedure
Rating is an opinion on relative credit worthiness of an entity or debt instrument. It does not constitute recommendation to buy, hold or sell any security. The rating team for
this assignment does not have any beneficial interest, direct or indirect in the rated entity/instrument.

Disclaimer

Rating Shopping
PACRA maintains principle of integrity in seeking rating business.
PACRA has used due care in preparation of this document. Our information has been obtained directly from the underlying entity and public sources we consider to be reliable
but its accuracy or completeness is not guaranteed. PACRA shall owe no liability whatsoever to any loss or damage caused by or resulting from any error in such information.
Conflict of Interest
PACRA, the analysts involved in the rating process, and members of its rating committee do not have any conflict of interest relating to the credit rating done by them
The analysts involved in the rating process do not have any interest in a credit rating or any of its family members has any such interest
The analysts and members of the rating committees including the external member members have disclosed all the conflict of interest, including those of their family members,
if any, to the Compliance Officer PACRA
The analysts or any of its family members do not buy or sell or engage in any transaction in any security which falls in the analyst's area of primary analytical responsibility. This
is, however, not applicable on investment in securities through collective investment schemes. PACRA has established appropriate policies governing investments and trading
in securities by its employees
PACRA may provide consultancy/advisory services or other services to any of its clients or to any of its clients' associated companies and associated undertakings that is being
rated or has been rated by it. In such cases, PACRA has adequate mechanism in place ensuring that provision of such services does not lead to a conflict of interest situation
with its rating activities
PACRA receives compensation from the entity being rated or any third party for the rating services it offers. The receipt of this compensation has no influence on PACRA's
opinions or other analytical processes. In all instances, PACRA is committed to preserving the objectivity, integrity and independence of its ratings. Our relationship is
governed by two distinct mandates i) rating mandate - signed with the entity being rated or issuer of the debt instrument, and ii) fee mandate - signed with the payer, which can
be different from the entity
PACRA ensures that the credit rating assigned to an entity or instrument should not be affected by the existence of a business relationship between PACRA and the entity or any
other party, or the non-existence of such a relationship
Surveillance
PACRA monitors all the outstanding ratings continuously and any potential change therein due to any event associated with the rated entity/ issuer, the security arrangement,
the industry etc, is disseminated to the market, in a timely and effective manner, after appropriate consultation with the entity/issuer
PACRA reviews all the outstanding ratings on annual basis or as and when required by any stakeholder (including creditor) or upon the occurrence of such an event which
requires to do so
PACRA initiates immediate review of the outstanding rating(s) upon becoming aware of any information that may be reasonable be expected to result in any change (including
downgrade) in the rating
Reporting of Misconduct
PACRA has framed and implemented whistle-blower policy encouraging all employees to intimate the compliance officer any unethical practice or misconduct relating to the
credit rating by another employees of the company that came to his/her knowledge. The Compliance Officer reports to the BoD and SECP
Confidentiality
PACRA has framed a confidentiality policy to prevent abuse of the non-public information by its employees and other persons involved in the rating process, sharing and
dissemination of the non-public information by such persons to outside parties
Where feasible and appropriate, prior to issuing or revising a rating, PACRA informs the issuer of the critical information and principal considerations upon which a rating will
be based and provide the opportunity to clarify any likely factual misperception or other matter that PACRA would wish to be made aware of in order to produce a fair rating.
PACRA duly evaluates the response. Where in a particular circumstance PACRA has not informed the entity/issuer prior to issuing or revising a rating, it informs the
entity/issuer as soon as practical thereafter
Prohibition
None of the information in this document may be copied or otherwise reproduced, stored or disseminated in whole or in part in any form or by any means whatsoever by any
person without PACRA’s written consent. PACRA reports and ratings constitute opinions, not recommendations to buy or to sell

Probability of Default (PD)

PACRA's Rating Scale reflects the expectation of credit risk. The highest rating has the lowest relative likelihood of default (i.e, probability). PACRA's transition studies
capture the historical performance behavior of a specific rating notch. Transition behavior of the assigned rating can be obtained from PACRA's Transition Study available at
our website. (www.pacra.com). However, actual transition of rating may not follow the pattern observed in the past

www.pacra.com

