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Important note to any person not authorised to have access to this report 

Any person who is not envisaged under the ‘Tripartite Agreement’ dated December 15, 2014, entered into between the State Bank of Pakistan, 
KASB Bank Limited and A. F. Ferguson & Co. (“Agreement”), to have access to our report, is not authorised to have access to this report.  

Should any unauthorised person obtain access to and read this report, by reading this report such person accepts and agrees to the following 
terms:  

• The reader of this report understands that the work performed by A.F. Ferguson & Co. (“AFF”) was performed in accordance with the
terms of the Agreement and was performed exclusively for the sole benefit and use of the State Bank of Pakistan.

• The reader of this report acknowledges that this report was prepared for State Bank of Pakistan and may not include all procedures
deemed necessary for the purposes of the reader.

• The reader agrees that AFF, its partners, principals, employees and agents neither owe nor accept any duty or responsibility to it, whether
in contract or in tort (including without limitation, negligence and breach of statutory duty), and shall not be liable in respect of any loss,
damage or expense of whatsoever nature which is caused by any use the reader may choose to make of this report, or which is otherwise
consequent upon the gaining of access to the report by the reader. Further, the reader agrees that this report is not to be referred to or
quoted, in whole or in part, in any prospectus, registration statement, offering circular, public filing, loan, other agreement or document
and not to distribute the report without AFF’s prior written consent.
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Introduction 

Scope of work As per the terms of the ‘Tripartite Agreement’ dated December 15, 2014, entered into between the State Bank of Pakistan, KASB Bank 
Limited and A.F . Ferguson & Co. (“Agreement”), we were appointed to carry out: 

• Valuation of KASB Bank Ltd.
• Financial and tax due diligence of the Bank and certain related entities (This part of the scope is covered in our ‘Due Diligence

Report’.)

The scope of our work is detailed in  the Agreement which is set out in Appendix 1. 

We were provided with the financial projections of the Bank, KASB Securities Ltd. (“KSL”) and My Solutions Corporation Ltd. (“MSC”). 
We discussed the financial projections with the management of these entities to understand the assumptions used in preparation of the 
financial projections. In addition, we were also provided with financial projections of Shakarganj Food Products Ltd. (“SFPL”). The 
access to SFPL Management was limited. We also received very limited information from SFPL and have not received certain material 
information that we had requested. Consequently, we were only able to perform a high level price analysis of SFPL and did not perform 
an indicative valuation. 

We were not provided with the financial projections of KASB Funds Ltd. (“KFL”) on a stand-alone basis. Consequently we have 
performed an indicative valuation in respect of KFL based on recent proposed/completed transactions. 

Under the Agreement, we were required to perform a valuation of KASB Invest (Pvt.) Ltd. (“KIL”) and KASB Modaraba (“KM”) on the 
basis of financial projections prepared by management of the entities. However, the management of the Bank (“Management of the 
Bank”) through e-mail dated January 21, 2015 informed us that only public information in respect of these entities would be available as 
shareholding of the Bank in KIL and KM decreased in 2014 to 13.7% and 21.73%, respectively, and accordingly, the Bank no longer has 
the ability to exert control over these entities. 

Our scope of work did not include carrying out a valuation of New Horizon Exploration and Production Ltd. (“NHEPL”), SFPL, KASB 
Capital Ltd. (“KCL”) and Evolvence Capital Ltd. (“ECL”). 

In addition, the scope of our work did not include: 

• Valuation of KSL’s shareholding in Al-Jomaih Power Ltd. and Karachi Stock Exchange Ltd.
• Valuation of tangible and intangible assets.
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Introduction   

Scope of work 
(cont’d) 

• Valuation of financial instruments and contracts. 

• Actuarial valuation and related services. 

• Transaction structure advice. 

• Provision of legal advice including in respect of transaction structure(s) and transaction agreement(s). 

Accordingly, this report may not have identified all matters that might be of concern to you. 

Sources of 
information 

The information used in preparation of this report has been obtained from a variety of sources as indicated within the report. While our 
work has involved analysis of financial information and/or accounting records, it has not included an audit in accordance with generally 
accepted auditing standards. Moreover, except where otherwise stated in the report, we have we not subjected the financial information 
in the report to checking or verification procedures. Accordingly we assume no responsibility and make no representations with respect 
to the accuracy or completeness of any information provided to us, except where otherwise stated herein, and no assurance is given.  

Our analysis is based on information available as on March 3, 2015. Accordingly, we have not performed any work / analysis or review 
of information after March 3, 2015. 

Assumptions 
and limiting 
conditions 

The actual price achieved in an open market transaction may be higher or lower than our valuation depending upon the circumstances 
of the transaction (for example, the competitive bidding environment), the nature of the business (for example, the purchaser’s 
perception of potential synergies), the negotiating ability, the motivation of buyers and sellers, etc. 

Accordingly, the results of our valuation may not necessarily be the price at which any agreement may proceed. The final price is 
something on which all parties themselves have to agree upon. We also emphasize that valuation is not the only factor that should be 
considered by a buyer and seller in determining an agreeable price. In this regard, factors other than our valuation will need to be taken 
into account in determining the transaction price.  

By its very nature, valuation work is not an exact science and the conclusions will necessarily be subjective and dependent on the 
exercise of individual judgment. While we consider our valuation to be reasonable and defensible, based on the information available, 
others might argue for a different value. 
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Introduction 

Assumptions 
and limiting 
conditions 
(cont’d) 

The valuation was based on information provided by the management of the respective entities and relevant publicly available 
information. While our work involved an analysis of financial information, it did not include an audit in accordance with auditing 
standards as applicable in Pakistan. In addition, this information has not been subjected to checking or verification procedures. 
Accordingly, we assume no responsibility and do not make any representations or provide any assurance with respect to accuracy or 
completeness of any information that has been provided to us. 

In carrying out the valuations, we reviewed the prospective financial information prepared by the management of the Bank and other 
related entities. We considered the views of the management of these entities as well as your views on various matters, including 
regarding future events which may affect the cashflows of these entities, which, by their nature, cannot be fully substantiated and will 
likely not occur exactly as forecast.  

By its nature, budgets, projections and forecasts relate to future events and are based on assumptions which may not remain valid for 
the whole of the relevant period and unanticipated events and circumstances may occur that may materially alter our analyses and 
conclusions. Consequently, this information cannot be relied upon to the same extent as that derived from audited financial statements 
for completed accounting periods. 

Although, we have provided a commentary on the key assumptions, we express no opinion and do not provide any assurance as to how 
closely the actual results will correspond to those projected and forecast, as reflected in the prospective financial information. We take 
no responsibility for the achievement of predicted results and disclaim any liability relating to the achievability of these results. 

Our valuation is at a specific point in time and our conclusions are based upon the information available as at the date specified in our 
report. Economic conditions, market factors and changes in the performance of the businesses may result in our conclusions becoming 
quickly outdated and may require updating from time to time or before any major decisions are taken based on our report. We assume 
no responsibility to update our findings for events and circumstances occurring after the date specified in our report. 

Nothing specified in this report should be construed as a legal interpretation, an opinion on any contract or document, or a 
recommendation to invest or divest. 

Unless otherwise stated, no effort  has been made to determine the possible effect, if any, due to future national or local legislation. 
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Introduction   

Assumptions 
and limiting 
conditions 
(cont’d) 

No responsibility is assumed for matters of a legal nature. 

Our report must be considered in its entirety by the reader, as selecting and relying on only specific portions of the analyses or factors 
considered by us, without considering all factors and analyses together, could create a misleading view of the processes underlying the 
valuation and the conclusions therefrom. Valuation is a complex process and it is not appropriate to extract partial analyses or make 
summary descriptions. Any attempt to do so could lead to undue emphasis on a particular factor or analysis. 
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recapitalised by Rs 16 billion to comply with minimum capital requirement 
prescribed by SBP 
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Source: AFF Analysis 

Introduction 

• We were appointed to carry out a valuation of the Bank. Terms
applicable to this engagement are set out in the Agreement.

Overall methodology/ approach 

• We carried out a valuation of the Bank using a “sum-of-parts” approach.

• The valuation is based on the Income approach using the Discounted
Cash Flow (“DCF”) methodology. In this connection, a variant of the
Discounted Dividend Method was used with the implicit assumption
that the Bank will pay out, what it can afford, in dividends after taking
into account regulatory requirements such as statutory reserves and
capital requirements.

• The starting point for the valuation was the financial projections for the
period from 2015 to 2020 provided by the Management of the Bank
(“Management Projections”). These projections incorporated the
impact of the moratorium imposed on the Bank and assumed a capital
injection of Rs 10.3 billion to comply with the minimum capital
requirement prescribed by SBP.

• We adjusted the Management Projections based on due diligence
findings. As a result, the capital injection was revised to Rs 16 billion. In
addition, certain other adjustments were made to the Management
Projections, including the following:

Value of KASB Bank Ltd.
Rupees in million

3,658.9            

967.6 

Present value of capital injection assumed on May 31, 2015 (14,667.2)        

(10 ,0 4 0 .7 )  

Ba nk's Inve stme nts a nd c e rta in prope rtie s

KASB Securities Ltd. Refer Section 10 502.6 

Shakarganj Food Products Ltd. Refer Section 16 627.9 

My Solutions Corporation Ltd. Refer Section 19 -  

KASB Funds Ltd. Refer Section 22 21.0 

Investments in mutual funds of KASB Funds Ltd. 899.4 

KASB Capital Ltd. Note 1 5.80 

KASB Modaraba Note 1 52.2 

KASB Invest (Pvt.) Ltd. Note 1 19.9 

Evolvence Capital Ltd. Note 1 550.0 

Non- banking assets acquired in satisfaction of c laims Note 2 604.95 

Properties owned by the Bank which are  not currently in use Note 3 178.4 

 3 ,4 6 2 .1 

Va lue  of KASB Ba nk Ltd. (6 ,5 7 8 .6 ) 

Note 1: Please refer Due Diligence report for details.

Note 2:

Note 3:

Capital injection assumed as at May 31, 2015

Rupees in million 

Equity as at December 31, 2014 (as per management accounts) * 652.5 

Due diligence adjustments (5,854.1)           

Loss for the period of five months ended May 31, 2015 (587.2) 

Equity as at May 31, 2015 before capital injection (5,788.8)          

Minimum capital requirement 10,000.0          

Capital injection required 15,788.8          

Capital injection assumed 16,000.0          

*Adjusted for certain  due dilligence adjusments, which the Bank had recorded in December 2014, to avoid duplicat ion.

Present value of explic it forecast

Present value of terminal  value

This represents the forced sale value of non-banking assets acquired in sat isfact ion of claims, except for 'Gemini Plaza' which 

is included at its adjusted book value. The property in 'Hub, Baluchistan' has not been considered. 

This represents the forced sale value of off ice at 'Ahmer Arcade', plots located at D.H.A., Islamabad and 'It tehad property'. 
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As a result of due diligence adjustments, the Bank may need to be 
recapitalised by Rs 16 billion to comply with minimum capital requirement 
prescribed by SBP 

• the assumption that Iranian Deposits will be retained for a long
term/ indefinite period does not appear to be reasonable. We
discussed this matter with SBP and in the absence of information,
adopted an assumption for availability of these deposits for the
medium term i.e. three years.

• impact of termination of cooperation agreement with Merrill was
incorporated.

• recoveries assumed by the Management were rationalised.

• certain assumptions were revised based on analysis of the Bank and
comparable banks.

• financial projections were extended beyond 2020 for ‘normalisation’
of cash flow to equity holders after accounting for capital
requirements.

• Cash flows to equity holders were discounted at the cost of equity.

• The cost of equity was estimated on the basis of the Capital Asset
Pricing Model.

• The value derived using the DCF methodology was adjusted for the
value of certain investments, non-banking assets acquired in
satisfaction of claims and certain properties which are not currently in
use of the Bank.

• The value of the Bank is set out in the table opposite.
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Value of KASB Bank Ltd.
Rupees in million

3,658.9            

967.6 

Present value of capital injection assumed on May 31, 2015 (14,667.2)        

(10 ,0 4 0 .7 )  

Ba nk's Inve stme nts a nd c e rta in prope rtie s

KASB Securities Ltd. Refer Section 10 502.6 

Shakarganj Food Products Ltd. Refer Section 16 627.9 

My Solutions Corporation Ltd. Refer Section 19 -  

KASB Funds Ltd. Refer Section 22 21.0 

Investments in mutual funds of KASB Funds Ltd. 899.4 

KASB Capital Ltd. Note 1 5.80 

KASB Modaraba Note 1 52.2 

KASB Invest (Pvt.) Ltd. Note 1 19.9 

Evolvence Capital Ltd. Note 1 550.0 

Non- banking assets acquired in satisfaction of c laims Note 2 604.95 

Properties owned by the bank which are  not currently in use Note 3 178.4 

 3 ,4 6 2 .1 

Va lue  of KASB Ba nk Ltd. (6 ,5 7 8 .6 ) 

Note 1: Please refer Due Diligence report for details.

Note 2:

Note 3:

Capital injection assumed as at May 31, 2015

Rupees in million 

Equity as at December 31, 2014 (as per management accounts) * 652.5 

Due diligence adjustments (5,854.1)           

Loss for the period of five months ended May 31, 2015 (587.2) 

Equity as at May 31, 2015 before capital injection (5,788.8)          

Minimum capital requirement 10,000.0          

Capital injection required 15,788.8          

Capital injection assumed 16,000.0          

*Adjusted for certain  due dilligence adjusments which the Bank had recorded in December 2014 to avoid duplicat ion.

Present value of explic it forecast

Present value of terminal  value

This represents the forced sale value of non-banking assets acquired in sat isfact ion of claims, except for 'Gemini Plaza' which 

is included at its adjusted book value. The property in 'Hub, Baluchistan' has not been considered. 

This represents the forced sale value of off ice at 'Ahmer Arcade', plots located at D.H.A., Islamabad and 'It tehad property'. 

Source: AFF analysis 
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High-level value analysis, based on the Market approach, indicates similar 
results to the valuation of the Bank under Income approach using the DCF 
methodology 
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To assess the valuation of the Bank, we analysed the Price to Book Value  (“P/BV”) multiple of banks in Pakistan and regressed their P/BV multiple against  
their return on equity (“RoE”). This regression suggests that the P/BV multiple of these banks is highly correlated with their RoE.  

To get comfortable with the P/B 
multiple implied by the deal price 
of Rs 10, one would need to 
assume that the Bank can achieve 
a normalised ROE of 20%. 

We have conducted a sensitivity analysis of some of 
the key assumptions underlying the management 
business plan. If the Bank were to achieve a 
normalised ROE of between 13% - 15%, then an 
indicative price per share for the business could 
range from Rs 7 to Rs 8. 

As at December 31, 2014, the Bank trades at P/B of 
0.8x or a price of Rs 1.99 per share, this is higher 
than one might expect given its current ROE of 8% 
and given that it has historically been a loss making 
operation. 

Management’s business 
plan assumes that the 
business can generate a 
ROE of 24% - 34% by 2015. 
This would imply a P/B 
multiple of 1.3x to 1.7x or a 
price per share of Rs 12 to 
Rs 16. 

Source: AFF analysis 

High-level analysis based on adjusted 
book value (net assets) of Rs 10,211 
million as at May 31, 2015 (based on 
financial projections). These net assets 
have been adjusted for due diligence 
findings and the financial projections 
assume capital injection of Rs 16 billion.  

Source: AFF analysis 

High-level value analysis
Rupees in million

Adjusted net assets 10,211   

Less: value of certain investments 3,462     

and non-operating assets

6,749     

Implied P/BV 0.93       

6,276     

Add: value of certain investments  

and non-operating assets 3,462     

9,738     

Capital injection (16,000) 

Implied value (6,262)   

R² = 0.8713

 0.5
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Implied value analysis

The projected normalised RoE range, as per the 
adjusted financial projections, is from 9% to 
12%. The RoE of comparable banks (relatively 
closer in terms of Bank’s projected deposit 
base) where capital constraints are not an 
immediate concern, are closer to the lower end 
of our range. Based on RoE of 9%, the implied 
P/BV multiple works out to 0.93. 
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Sensitivity analysis 
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We have performed sensitivity analysis by:  

i. identifying some key assumptions, related to the DCF valuation 
methodology, to which the valuation is sensitive. These consist of:  

• discount rate; and  

• terminal growth rate. 

ii. varying these assumptions upwards and downwards to get different 
observations.  

Observations assumed in relation to each of these assumptions and 
corresponding results are shown on the right. 

Discount rate 

Valuation is highly sensitive to the change in discount rate. If discount rate is 
varied by (+/-) 2%, the change in value in relation to the base case ranges from 
negative 7.7% to 11.3%. 

Terminal growth rate 

Valuation is comparatively less sensitive to changes in the terminal growth 
rate as compared to change in discount rate. If the terminal growth rate is 
varied by (+/-) 2%, the change in value in relation to the base case ranges from 
3.3% to negative 2.3%. 

Source: AFF Analysis 
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Sensitivity analysis

Rupees in million -2.0% -1.0% Base case 1.0% 2.0%

Discount rate 17.0% 18.0% 19.0% 20.0% 21.0%

Present value of equity cashflows (9,298.8)  (9,707.1)    (10,040.7)                 (10,316.6)  (10,547.3) 

Value of Bank's Investments 3,462.1    3,462.1     3,462.1                     3,462.1     3,462.1     

Value of Bank (5,836.7)  (6,245.0)   (6,578.6)                   (6,854.5)   (7,085.2)   

Se nsitivity 11.3 % 5 .1% 0 .0 % - 4 .2 % - 7 .7 %

Terminal growth rate 5.0% 6.0% 7.0% 8.0% 9.0%

Present value of equity cashflows (10,194.3) (10,123.4)  (10,040.7)                 (9,942.8)   (9,825.4)   

Value of Bank's Investments 3,462.1    3,462.1     3,462.1                     3,462.1     3,462.1     

Value of Bank (6,732.2)  (6,661.3)    (6,578.6)                   (6,480.7)   (6,363.3)   

Se nsitivity - 2 .3 % - 1.3 % 0 .0 % 1.5 % 3 .3 %

Observations  
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1 Business overview 
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• The Bank is engaged in commercial banking, consumer
banking and corporate and investment banking activities
and related services through 105 branches.

• The Bank is listed on all the three stock exchanges.

• The Bank has been unable to meet minimum capital
requirements and capital adequacy requirements.

• From close of business on November 14, 2014, the SBP
imposed a six month moratorium on the Bank.

Note 

Note: The Bank’s investment in ECL represents 6.83% voting rights in ECL and the percentage of paid-up capital held by 
the Bank in ECL is 8.03%.  
Source: Management Information 

KASB Bank 
Limited

KASB Securities 
Ltd.

MY Solutions 
Corporation Ltd.

KASB 
Corporation 

Limited

77.12%

100%

Group Structure

Mr Nasir Ali 
Shah Bukhari

Asia 
International 
Finance Ltd.

50%

Mr Muzaffar Ali Shah Bukhari 2.17%
Syeda Mubashira Bukhari Khuwaja 2.17%
Mr Mehmood Ali Shah Bukhari 2.17%
Mrs Ambreen Bukhari 1.83%
TEK Capital 1.26%

9.61%

First Capital Equities Ltd. 4.86%
Tikehau Asia 1.71%
Hoqani, Family Members & Associates 1.24%
M/s LH (Mauritius) Ltd. 1.02%
KASB Securities Ltd. 1.02%
Others 6.53%

KASB Funds Ltd.
Shakarganj Food 

Products Ltd.

New Horizon 
Exploration and 
Production Ltd.

KASB Modaraba
KASB Capital 

Ltd.

83.62%
16.38%

21.73% 43.89%

Evolvence Capital 
Ltd.

6.83%

KASB Invest (Pvt.) 
Ltd.

13.7%

40.3% 21.78% 23.37%

40.39%
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KASB Bank Limited 

1 Business overview 

Evolution of the Bank – key dates 

1994 

Platinum 
Commercial Bank 
Limited (“PCBL”) 
was incorporated 
as a public limited 
company. 

PCBL received banking 
license from SBP and 
certificate of 
commencement of 
business from 
Securities and 
Exchange Commission 
of Pakistan (“SECP”). 

2002 

2005 

2008 

In order to meet minimum 
capital requirement, the Bank 
amalgamated KCL and 
Network Leasing Corporation 
Limited (in which KCL 
directly held 78.84%) with 
and into the Bank. 

Source: Management Information 

1995 

2006 

In order to meet minimum 
capital requirement, 
International Housing 
Finance Limited (in which 
Mr. Nasir Ali Shah Bukhari, 
sponsor / director of the 
Bank, held 64.33% shares) 
was amalgamated into the 
Bank. 

In 1955, Khadim Ali 
Shah Bukhari and 
Company was 
established as a 
cotton trading firm. 
The firm ventured 
into securities trading 
in 1958. 

1950’s 

1991 

Khadim Ali Shah Bukhari and 
Company was established as the 
first public limited brokerage 
company in Pakistan and was 
listed on the Karachi Stock 
Exchange as Khadim Ali Shah 
Bukhari & Company Limited 
(“KASB”). 

Merrill Lynch 
(Asia Pacific) Ltd. 
entered into an 
arrangement with 
KASB to work in 
the areas of 
research and 
investment 
banking.  

The name of PCBL was changed 
to KASB Bank Limited (the 
“Bank”). 
KASB, except for its brokerage 
business, was amalgamated into 
the Bank. The brokerage business 
of KASB was transferred to KASB 
Securities Ltd. (“KSL”) which was 
a new entity.  

2003 

1993 

KASB acquires 
PCBL. 

The Bank set-up 
KASB Funds 
Limited (“KFL”). 

KASB Capital 
Limited (“KCL”) was 
formed. The Bank’s 
investments in KSL 
and KFL were 
transferred to KCL. 
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KASB Bank Limited 

1 Business overview 

Moratorium and suspension – key dates  

Merrill Lynch 
(Asia Pacific) Ltd. 
terminated its 
arrangement with 
the Bank. 

Source: Management Information, Public Information 

31-Dec-2014 

Relaxation of restrictions by SECP. Consequently: 
• execution of buy orders on 100% cash was allowed. 
• T+0 days settlement was allowed instead of the normal T+2 

settlement period. 
• leveraging or buying on credit was not allowed. 
• buying in futures was not allowed. 
• sell orders were to be executed only against pre-existing 

holdings in CDC sub-accounts with KSL. 
• CDC was directed by SECP to allow movement of securities 

from the Participant umbrella only for the purpose of 
settlement of trades through NCCPL. 

18-Nov-2014 

14-Nov-2014 24-Nov-2014 
 

Moratorium was imposed on the Bank by SBP. Under the 
moratorium:  
• Only withdrawals of deposit upto Rs 300,000 per depositor per 

account was allowed; 
• further/new financings were not allowed; 
• disbursement against fund/non-fund based financing 

commitments were not allowed, unless approved by SBP; 
• the Bank was not allowed to enter into any contract, commitment, 

understanding or engagement involving any financial liability on 
part of the Bank or commit to make any investments or purchase 
any assets without prior written approval of SBP. 

3-Dec-2014 

KSL wrote a letter to KSE and 
informed them that the suspension 
of operations was due to funds 
placed in its account with the Bank 
on which restrictions had been 
imposed by SBP and not due to 
financial position/performance of 
the company.  

Operations of KSL were suspended by SECP. 
In this regard: 
• all investor accounts were frozen. 
• investors were not allowed to sell or buy 

scrips. 
• scrips bought in futures were sold off 

regardless of consent of investors. 
• investors were allowed to transfer their 

securities to other brokerage houses. 
• investors were called upon to repay leverage 

availed for purchase of scrips. 

Further relaxation of restrictions by SECP. 
Consequently: 
• execution of buy orders on 50% cash basis was 

allowed. 
• trades executed on behalf of Non-Broker Clearing 

Members to be affirmed not later than one hour 
before closure of market. 

• trade in Deliverable Future Market allowed only on 
behalf of customers and not on proprietary accounts 

• submission with KSE of weekly reconciliations of 
client cash balances as per back office record with 
the designated client accounts. 

3-Feb-2015 
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The advances to deposits ratio of the banking sector in Pakistan was 48.2% as 
at September 30, 2014 
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2 Industry overview 

Divider

Use the divider control box below to
make the slide title appear in your 
primary TOC and section TOCs.

Please follow these steps:
Type ‘Divider’ in the control box 
provided below.
Click the Divider command on the 
Smart ribbon.
Enter the text that you’d like to appear 
in the TOCs and select a divider level.
Click Update. The slide title should now 
appear on all TOCs.

To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the
divider control box and hit Update.

As at December 31, 2014, there were 33 scheduled commercial banks operating in Pakistan including 5 public sector banks, 6 foreign banks operating 
branches in Pakistan and 5 fully-dedicated islamic banks. 

 

 

 

 

 

 

Source: Statistics of the Banking System 

Source: Statistics of the Banking System, Financial statements of banks 
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Industry returns

Return on assets Return on equity

Top ten banks by assets as at September 30, 2014 Advances to

Rupees in billion Assets Advances Deposits Equity Deposits

Habib Bank Ltd. 1,607.2         539.0            1,344.3        131.4             40.1%

National Bank of Pakistan 1,412.3          606.7            1,096.9        107.5            55.3%

United Bank Ltd. 1,067.7         417.4             865.7            92.5              48.2%

MCB Bank Ltd. 868.8            289.6            666.3            104.7            43.5%

Allied Bank Ltd. 789.4            282.7            643.4            60.6              43.9%

Bank Alfalah Ltd. 667.2            272.6            563.6            29.5              48.4%

Bank ALHabib 519.8             172.8             436.4            25.6              39.6%

Standard Chartered Bank 416.3             135.4             313.8             51.4 43.2%

Askari Bank Ltd. 409.5            167.3             350.3            18.5 47.7%

Habib Metropolitan Bank Ltd. 378.1             128.5             299.5            28.4              42.9%

8 ,13 6 .4 3 ,0 12 .1 6 ,5 8 0 .2 6 5 0 .1 4 5 .8 %

All Ba nks 11,12 9 .0  4 ,2 0 9 .0  8 ,7 4 0 .0  1,0 0 2 .0  4 8 .2 %

As a  % of a ll Ba nks 7 3 .1% 7 1.6 % 7 5 .3 % 6 4 .9 %

RoE of selected banks 9MFY 2014

Soneri Bank Ltd. 8.6%

NIB Bank Ltd. 4.5%

Faysal Bank Ltd. 6.8%

Silk Bank Ltd. 1.6%

Bank Islami Ltd. 5.0%

JS Bank Ltd. 4.1%

Dubai Islamic Bank Ltd. 6.8%
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Equity of Rs 643 million accounts for an advance of Rs 981 million received 
against future issue of right shares. As per Management Discussion, the 
advance has been received from Mr. Nasir Ali Shah Bukhari 
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KASB Bank Limited 

3 Historical position and performance 

Source: Management Information 

• As at November 30, 2014, loans to Punjab Food Department, Pakistan International Airlines 
Ltd., Nishat Mills Ltd, Mr. Shaukat Fayaz Tareen and Mr. Azmat Shehzad Tareen constituted 
30.1% of the carrying value (net of provision) of loans and advances.  

• Investment in government securities account for 81.1% of total carrying value of investments. 
The remaining investments include investments in: 

• KASB Securities Ltd. [carrying value (net of impairment) of Rs 1,357 million] 

• Evolvence Capital Ltd. [carrying value of Rs 1,155 million] 

• Shakarganj Food Products Ltd., [carrying value of Rs 627.9 million] 

• mutual funds of Rs 847.5 million [market value of Rs 884.4 million]. 

• Operating fixed assets consist mainly of land and buildings, which have a net book value of Rs 
1,851 million. These assets were revalued in 2014. In addition, operating fixed assets also include 
advance given for four floors in KASB Altitude [carrying value (net of provision) of Rs 361 
million]. 

• Other assets mainly comprise of non-banking assets acquired in satisfaction of claims of Rs 
1,088.8 million and goodwill (allocated to the Investment Banking Group) of Rs 248.4 million. 

• Borrowings include an amount of Rs 1,668 million obtained from SBP under the export 
refinance scheme and repo borrowings of Rs 680 million. 

• Deposits include deposits of Rs 19,552.2 million received from an Iranian company. 

• Equity of Rs 643 million accounts for an advance of Rs 981 million received against future issue 
of right shares. As per Management Discussion, the advance has been received from Mr. Nasir 
Ali Shah Bukhari. 

Balance sheet
Rupees in million 30-Nov-14 31-Dec-13

Asse ts 

Cash and balances with treasury banks 4,194            4,944           

Balances with other banks 356                324                

Lendings to financial institutions 24                   1,063            

Investments  27,705        27,694        

Loans and advances  21,342         24,265        

Operating fixed assets 2,605           2,571            

Deferred tax asset -  net 4,798           4,818            

Other assets 2,541            2,611             

6 3 ,5 6 5   6 8 ,2 9 0   

Lia bilitie s 

Bills payable 288                871                 

Borrowings  2,393           1,861             

Deposits and other accounts 58,219         63,073        

Other liabilities 1,323            1,127             

6 2 ,2 2 3   6 6 ,9 3 2   

Ne t a sse ts 1,3 4 2      1,3 5 8      

Ne t a sse ts re pre se nte d by: 

Share capital 19,509         19,509         

Reserves -                      -                      

Accumulated losses (12,871)         (12,397)        

Discount on issue of right shares (6,976)          (6,976)          

Advance against future issue 

of right shares 981                 981                 

6 4 3         1,117       

Surplus on revaluation of assets -  net of tax 699                241                 

1,3 4 2      1,3 5 8      

Adva nc e s to De posits ra tio 3 6 .7 % 3 8 .5 %
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KASB Bank Limited 

3 Historical position and performance 

As per management accounts, the Bank incurred a loss after tax of Rs 514 
million in 2014 

Source: Management Information 

Profit and loss account
Rupees in million 2014 Dec-14 11M 2014 2013

Interest income             4,720                354 4,366            4,937           

Interest expense           (2,789)               (199) (2,590)           (2,805)         

Ne t ma rk- up /  inte re st inc ome        1,9 3 1          15 5  1,7 7 6      2 ,13 2     

Provision against non- performing loans and advances                (367)                    (8) (359) (1,116)            

Provision for diminution in the value of investments                (235)                 (22) (213) (595)              

Bad debts written off directly                      (2)                     (1) (1) (1) 

Ne t ma rk- up /  inte re st inc ome  a fte r provisions 1,3 2 7           12 4  1,2 0 3      4 2 0        

Fee, commission and brokerage income                  233                      8 225 302 

Dividend income                   216                      3 213 189 

Income from dealing in foreign currencies                     37                     (1) 38 18 

Gain / (loss) on sale of securities                     92                    51 41 101 

Other income / (charges)                     93                      8 85 76 

Non ma rk- up /  inte re st inc ome           6 7 1           6 9  6 0 2 6 8 6        

1,9 9 8           19 3  1,8 0 5      1,10 6      

Administrative expenses           (2,477)               (190) (2,287)           (2,486)         

Other provisions / write- offs                   (26)                  (18) (8) - 

Other charges                        -                       -  - (95) 

Tota l non ma rk- up /  inte re st e xpe nse s (2 ,5 0 3 ) (2 0 8 ) (2 ,2 9 5 )    (2 ,5 8 1)    

Loss be fore  ta xa tion         (5 0 5 )          (15 ) (4 9 0 )        (1,4 7 5 )    

Taxation -  current                   (50)                    (4) (46) (53) 

Taxation -  deferred                      41                      -  41 (55) 

            (9 )            (4 ) (5 ) (10 8 )        

Profit /  (loss) a fte r ta xa tion         (5 14 )          (19 ) (4 9 5 )        (1,5 8 3 )    

For presentation purposes only

• Net interest income of the Bank declined by 9.4% in 2014. We
have been given to understand by the Management that this was
due to:

• decrease in performing loans and advances from Rs 23.1
billion as at December 31, 2013 to Rs 19.2 billion as at
November 30, 2014; and

• decrease in yield on advances from 10.6% to 9.9% resulting
from increase in composition of lower rate fixed income loans
and advances.

• Provisions against loans and advances and investments was also
lower by Rs 1,108 million in 2014.

• Administrative expenses remained relatively stable mainly due
to:

• departure of 66 executive-level staff during 11M 2014. The
rehiring was done at lower positions.

• increments were not given to 13 senior employees who report
directly to the CEO of the Bank. However, these employees
were allowed an increment of 3% as compensation for
inflation.

• the head of Investment Banking Group and head of Global
Transaction Banking and Alternative Delivery Channel left the
Bank in August 2014 and July 2014, respectively. These
positions remained vacant till December 31, 2014.

Use the divider control box below to
make the slide title appear in your 
primary TOC and section TOCs.

Please follow these steps:
Type ‘Divider’ in the control box 
provided below.
Click the Divider command on the 
Smart ribbon.
Enter the text that you’d like to appear 
in the TOCs and select a divider level.
Click Update. The slide title should now 
appear on all TOCs.

To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the
divider control box and hit Update.

Profit and loss account
Rupees in million 2014 Dec-14 11M 2014 2013

Interest income            4,719.6         353.2 4,366.4         4,936.5         

Interest expense         (2,809.6)        (201.0) (2,608.6)        (2,805.2)        

Ne t ma rk- up /  inte re st inc ome  1,9 10 .0   15 2 .2  1,7 5 7 .8    2 ,13 1.3    

Provision against non- performing loans and advances             (366.6)             (7.5) (359.1)             (1,116.3)           

Provision for diminution in the value of investments             (235.3)          (22.7) (212.6)             (594.7)            

Bad debts written off directly (1.9)             (0.8) (1.1) (1.3) 

Ne t ma rk- up /  inte re st inc ome  a fte r provisions  1,3 0 6 .2   12 1.2  1,18 5 .0    4 19 .0       

Fee, commission and brokerage income 233.2 7.7 225.5              301.6 

Dividend income 215.9 2.5 213.4 189.4 

Income from dealing in foreign currencies 36.8              (1.6) 38.4 18.1 

Gain / (loss) on sale of securities 92.1              51.1 41.0 100.9 

Other income / (charges) 113.5             10.2 103.3 76.2 

Non ma rk- up /  inte re st inc ome         6 9 1.5   6 9 .9  6 2 1.6       6 8 6 .2       

 1,9 9 7 .7   19 1.1 1,8 0 6 .6    1,10 5 .2    

Administrative expenses         (2,477.4)        (190.0) (2,287.4)        (2,485.7)        

Other provisions / write- offs (26.2)            (18.1) (8.1) - 

Other charges (0.2) - (0.2) (94.7) 

Tota l non ma rk- up /  inte re st e xpe nse s  (2 ,5 0 3 .8 )  (2 0 8 .1) (2 ,2 9 5 .7 )  (2 ,5 8 0 .4 )  

Profit be fore  ta xa tion  (5 0 6 .1)  (17 .0 ) (4 8 9 .1)      (1,4 7 5 .2 )  

Taxation -  current (49.9)             (3.6) (46.3) (52.6) 

Taxation -  deferred 41.2 - 41.2 (55.3) 

(8 .7 )  (3 .6 ) (5 .1) (10 7 .9 )      

Profit /  (loss) a fte r ta xa tion  (5 14 .8 )  (2 0 .6 ) (4 9 4 .2 )     (1,5 8 3 .1)   

For presentation purposes only
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We have carried out a valuation of the Bank using sum-of-parts approach 

• We carried out a valuation of the Bank using a sum-of-parts approach. The
valuation is based on the Income approach using the Discounted Cash Flow
(“DCF”) methodology. In this connection, a variant of the Discounted
Dividend Method was used with the implicit assumption that the Bank will
pay out, what it can afford, in dividends after taking into account
regulatory requirements such as statutory reserves and capital
requirements.

• Cash flows to equity holders were discounted at the cost of equity.

• The cost of equity was estimated based on the Capital Asset Pricing Model.
The computation of the cost of equity is shown in the table on the right.

• The value derived using the DCF methodology was adjusted for the value of
certain investments made by the Bank, the value of non-banking assets
acquired in satisfaction of claims and the value of certain properties not
currently in Bank’s use. The Banks’ investments are summarised as
follows:
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4 Valuation approach 
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Cost of Equity

Risk- free rate 9.84% Rate based on 10- year Pakistan Investment Bond 

yield prevailing on January 30, 2015. 

Equity beta 1.30           Based on “ high- level”  analysis of selected 

comparable banks. 

Market risk premium 7.00%

Cost of Equity 18 .94%

Cost of Equity -  adopted 19 .00%

Source: AFF Analysis 

KASB Securities Ltd. Evolvence Capital Ltd. 

Shakarganj Food Products Ltd. KASB Capital Ltd. 

My Solutions Corporation Ltd. KASB Modaraba 

KASB Funds Ltd. KASB Invest (Pvt.) Ltd. 

Investments in mutual funds of 
KASB Funds Ltd. 
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Use the divider control box below to
make the slide title appear in your 
primary TOC and section TOCs.

Please follow these steps:
Type ‘Divider’ in the control box 
provided below.
Click the Divider command on the 
Smart ribbon.
Enter the text that you’d like to appear 
in the TOCs and select a divider level.
Click Update. The slide title should now 
appear on all TOCs.

To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the
divider control box and hit Update.

Forecast 

Projected balance sheet 
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Divider

Use the divider control box below to
make the slide title appear in your 
primary TOC and section TOCs.

Please follow these steps:
Type ‘Divider’ in the control box 
provided below.
Click the Divider command on the 
Smart ribbon.
Enter the text that you’d like to appear 
in the TOCs and select a divider level.
Click Update. The slide title should now 
appear on all TOCs.

To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the
divider control box and hit Update.

Source: Management Information, AFF Analysis 

Balance sheet Adjusted *

Rupees in million 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Cash and balances with treasury banks 4,944        3,530         3,994        4,437        4,907        4,493        5,170         5,981         6,879        7,738        8,512         9,151          9,791         10,477      

Balance with other banks 324            469             618             674            749            683            791             921             1,059         1,192          1,311           1,409         1,508         1,613          

Lending to financial institutions 1,063         -              -             -             -             -             -             -             -             -             -             -             -             -             

Investments 27,694     26,451       41,900      48,633     53,261      39,907     43,038     50,321      57,618      65,250     71,600      76,779     81,970      87,376     

Loans and advances 24,265     17,543       21,514       22,621      28,848     36,263     47,234     56,559     64,913      72,835     79,850     86,158      92,486     99,353     

Other assets 2,571         1,506          2,384        2,895        3,188         3,114          3,479        3,910         4,246        4,469        4,762        5,029        5,271         5,517         

Operating fixed assets 4,818         2,138          2,066        2,266        2,466        2,666        2,866        3,066        3,266        3,466        3,666        3,866        4,066        4,266        

Deferred tax assets 2,610         4,802         4,621         3,849        3,034        2,730        2,758        2,776        2,021         1,642         1,563         1,480         1,394         1,304         

Asse ts 68,289     56,438      77,097     85,375     96,453     89,856     105,336   123,534   140,002   156,592   171,264    183,872   196,486   209,906  

Borrowings 1,861          1,666          1,647         1,789         2,381         3,133         4,088        4,898        5,633        6,337        6,970        7,493        8,018         8,579        

Deposits 63,073     57,505      60,576     67,616      77,011       68,732     82,261      98,495     113,269    127,427   140,170    150,683   161,231     172,517    

Other liabilities 1,997         1,554          2,805        3,387        3,992        4,666        5,435        6,278        6,984        7,676        8,302        8,823        9,335        9,978        

Lia bilitie s 66,931      60,724      65,028     72,792     83,384     76,531      91,784      109,671    125,886   141,440    155,442   166,999   178,584   191,074    

Ne t Asse ts 1,358         (4,286)       12,069      12,583      13,069      13,325      13,552      13,863      14,116        15,152       15,822      16,873      17,902      18,832      

Re pre se nte d by:

Share capital 19,509      19,509       35,509     35,509     35,509     35,509     35,509     35,509     35,509     35,509     35,509     35,509     35,509     35,509     

Advance against future issue of right 

shares

981             981 981             981             981             981             981             981             981             981             981             981             981             981             

Reserves -             -              71 331             614             716             943            1,254         1,507         1,823         2,170         2,544        2,943        3,370        

Discount on issuance of right shares (6,976)      (6,976)       (6,976)      (6,976)      (6,976)      (6,976)      (6,976)      (6,976)      (6,976)      (6,976)      (6,976)      (6,976)      (6,976)      (6,976)      

Accumulated loss (12,397)    (18,716)      (18,432)    (18,178)     (17,975)    (17,821)     (17,821)     (17,821)     (17,821)     (17,101)      (16,778)    (16,101)      (15,471)     (14,968)    

1,117           (5,202)       11,153        11,667       12,153       12,409      12,636      12,947      13,200      14,236      14,906      15,957      16,986      17,916       

Surplus on revaluation 241             916 916 916 916 916 916 916 916 916 916 916 916 916

1,358         (4,286)       12,069      12,583      13,069      13,325      13,552      13,863      14,116        15,152       15,822      16,873      17,902      18,832      

* Adjusted for due diligence adjustments.
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Use the divider control box below to
make the slide title appear in your 
primary TOC and section TOCs.

Please follow these steps:
Type ‘Divider’ in the control box 
provided below.
Click the Divider command on the 
Smart ribbon.
Enter the text that you’d like to appear 
in the TOCs and select a divider level.
Click Update. The slide title should now 
appear on all TOCs.

To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the
divider control box and hit Update.

Forecast 

Projected profit and loss 
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5 Forecast position and performance 

Use the divider control box below to
make the slide title appear in your 
primary TOC and section TOCs.

Please follow these steps:
Type ‘Divider’ in the control box 
provided below.
Click the Divider command on the 
Smart ribbon.
Enter the text that you’d like to appear 
in the TOCs and select a divider level.
Click Update. The slide title should now 
appear on all TOCs.

To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the
divider control box and hit Update.

Source: Management Information, AFF Analysis 

! ! @ @ ! ! ! 

! Effective tax rate is higher than 35% due to minimum tax.

@ Effective tax rate is low due to absorption of tax losses on which deferred tax asset has not been recognised. 

Profit and loss 9MFY

Rupees in million 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Interest earned 4,937        3,584         4,441         6,403        7,534        7,138         8,557        10,243      12,198       13,723      15,096      16,228      17,364      18,579      

Interest expense (2,805)      (2,126)        (2,402)      (2,843)      (3,421)       (4,128)       (4,980)      (5,993)      (7,027)      (7,906)      (8,696)      (9,349)      (10,003)    (10,703)    

N et mark-up /  interest  inco me 2 ,13 2 1,4 5 8    2 ,0 3 9   3 ,5 6 0   4 ,113    3 ,0 10 3 ,5 7 7   4 ,2 5 0   5 ,17 1    5 ,8 17 6 ,4 0 0   6 ,8 7 9   7 ,3 6 1 7 ,8 7 6   

(Provisions) / reversal against non-

performing loans

(1,712)        (303) 611 649            363            46 (141) (317) (510) (573) (631) (678) (726) (776) 

N et interest  after pro visio ns 420            1,155           2,650        4,209        4,476        3,056        3,436        3,933        4,661         5,244        5,769        6,201         6,635        7,100         

Non mark- up/interest income 686            525             364            483            632            851             1,026         1,239         1,500         1,687         1,856         1,995         2,135         2,284        

A dministrat ive expenses (2,581)       (1,862)        (2,396)      (2,588)      (2,795)      (3,016)       (3,258)      (3,519)       (4,002)      (4,503)      (4,953)      (5,324)      (5,697)      (6,096)      

P ro fit  /  ( lo ss)  befo re taxat io n (1,4 7 5 )  (18 2 ) 6 18       2 ,10 4 2 ,3 13 8 9 1       1,2 0 4 1,6 5 3 2 ,15 9 2 ,4 2 8   2 ,6 7 2   2 ,8 7 2   3 ,0 7 3   3 ,2 8 8   

T axat io n

Current (53) (38) (47) (69) (82) (80) (96)              (115)             (137)            (471)            (856)           (922)           (989)           (1,061)        

Deferred (55) 41 (216) (736) (815) (304) 28 18 (755)           (379)           (79)              (83)              (86)              (90)              

(108) 3 (263) (805) (897) (384) (68) (97) (892) (850) (935) (1,005) (1,075)       (1,151)         

P ro fit  /  ( lo ss)  after taxat io n (1,5 8 3 )  (17 9 ) 3 5 5 1,2 9 9 1,4 16    5 0 7 1,13 6    1,5 5 6 1,2 6 7 1,5 7 8 1,7 3 7 1,8 6 7 1,9 9 8 2 ,13 7 

Transfer to  statutory reserve 71 260            283            101 227            311 253            316             347            373            400            427            

Effective tax rate 7% - 2% 43% 38% 39% 43% 6% 6% 41% 35% 35% 35% 35% 35%

RoE* 3.2% 11.4% 11.9% 4.1% 9.1% 12.2% 9.7% 11.5% 11.9% 12.1% 12.1% 12.2%

RoA 0.5% 1.6% 1.6% 0.5% 1.2% 1.4% 1.0% 1.1% 1.1% 1.1% 1.1% 1.1%

* RoE for 2015 is based on closing equity. RoE for remaining years is based on average equity.
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Increase in deposits is in line with historic growth in deposits of comparable 
banks 
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5 Forecast position and performance 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Guidance: 

Important note – Make sure you 

conclude on the impact on 

value that your industry 

overview results in -> if any 

industry points don’t directly 

affect value, consider if they are 

needed. 

Please note that this should be 

a summary of the key points 

that effect the overall valuation 

conclusion. A more detailed 

analysis of the background to 

the business should be 

contained in Appendix 4 

Guidance: 

NOTE – possible reference material include: 

• Brokers’ reports 

• PwC industry experts (have you consulted?) 

• Research tools on PwC Portal (e.g.. Factiva) 

• Keynote reports 

Set industry in context (e.g.. explain how the 

specific sub-sector fits within the wider market, 

define the size of the market, explain the 

Valuee’s position within the market) 

Key participants e.g. graph of market shares 

Explain the level of consolidation or 

fragmentation of the market and identify the key 

market participants. 

Value drivers in the sub-sector 

Identify and explain the key value drivers 

affecting the Valuee and market. 

Market outlook using Porter’s framework of five 

industry forces. 

Set out a graph of industry forecasts where 

available and explain key trends. 

21%
19%

0%

5%

10%

15%

20%

25%

2010 to 9M 2014 2015 to 2020

Average CAGR of  peer banks

Projected CAGR of  the Bank Year-wise Deposit Growth - KASB Bank
Rupees in billion

Year

De posits 

without 

Ira nia n 

Ba la nc e s 

Iranian 

Deposits

Total 

Deposits

2015 39.1                       19.5                58.6                  

2016 45.7                      19.5                65.2                  

2017 54.6                      -                 54.6                  

2018 65.2                      -                 65.2                  

2019 78.0                      -                 78.0                  

2020 93.4                      -                 93.4                  

Ave ra ge  CAGR 19 %

Source: Management Information, AFF Analysis 

Source: Public Information, AFF Analysis 

From 2009 to 9 MFY 2014

Deposit 

growth
CAGR

in billion

Bank Islami 61.60          18.8%

JS Bank 80.62          26.1%

Summit Bank 74.20          29.1%

Soneri Bank 76.88          11.2%

Dubai Islamic Bank 41.97          14.5%

Burj Bank 31.11          29.0%
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Deposit growth

Deposits exclude Iranian Deposits. 

Deposit growth reduces 
gradually after 2020 and results 
in a long-term CAGR of 9%. 

Deposits assumed to grow at a 
CAGR of 20% from 2015-2020 as 
they start from a low base. 
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Use the divider control box below to
make the slide title appear in your 
primary TOC and section TOCs.

Please follow these steps:
Type ‘Divider’ in the control box 
provided below.
Click the Divider command on the 
Smart ribbon.
Enter the text that you’d like to appear 
in the TOCs and select a divider level.
Click Update. The slide title should now 
appear on all TOCs.

To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the
divider control box and hit Update.

Forecast 

22 

KASB Bank Limited 

5 Forecast position and performance 

Use the divider control box below to
make the slide title appear in your 
primary TOC and section TOCs.

Please follow these steps:
Type ‘Divider’ in the control box 
provided below.
Click the Divider command on the 
Smart ribbon.
Enter the text that you’d like to appear 
in the TOCs and select a divider level.
Click Update. The slide title should now 
appear on all TOCs.

To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the
divider control box and hit Update.

Guidance:

Important note – Make sure you

conclude on the impact on

value that your industry

overview results in -> if any

industry points don’t directly

affect value, consider if they are

needed.

Please note that this should be

a summary of the key points

that effect the overall valuation

conclusion. A more detailed

analysis of the background to

the business should be

contained in Appendix 4

Guidance:

NOTE – possible reference material include:

• Brokers’ reports

• PwC industry experts (have you consulted?)

• Research tools on PwC Portal (e.g.. Factiva)

• Keynote reports

Set industry in context (e.g.. explain how the 

specific sub-sector fits within the wider market,

define the size of the market, explain the

Valuee’s position within the market)

Key participants e.g. graph of market shares

Explain the level of consolidation or 

fragmentation of the market and identify the key

market participants.

Value drivers in the sub-sector

Identify and explain the key value drivers

affecting the Valuee and market.

Market outlook using Porter’s framework of five

industry forces.

Set out a graph of industry forecasts where

available and explain key trends.

Deposit mix assumed to be constant 

Source: Management Reports, AFF Analysis 
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Iranian Deposits were excluded for the purpose of these calculations. 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Forecast 
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KASB Bank Limited 

5 Forecast position and performance 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Guidance: 

Important note – Make sure you 

conclude on the impact on 

value that your industry 

overview results in -> if any 

industry points don’t directly 

affect value, consider if they are 

needed. 

Please note that this should be 

a summary of the key points 

that effect the overall valuation 

conclusion. A more detailed 

analysis of the background to 

the business should be 

contained in Appendix 4 

Guidance: 

NOTE – possible reference material include: 

• Brokers’ reports 

• PwC industry experts (have you consulted?) 

• Research tools on PwC Portal (e.g.. Factiva) 

• Keynote reports 

Set industry in context (e.g.. explain how the 

specific sub-sector fits within the wider market, 

define the size of the market, explain the 

Valuee’s position within the market) 

Key participants e.g. graph of market shares 

Explain the level of consolidation or 

fragmentation of the market and identify the key 

market participants. 

Value drivers in the sub-sector 

Identify and explain the key value drivers 

affecting the Valuee and market. 

Market outlook using Porter’s framework of five 

industry forces. 

Set out a graph of industry forecasts where 

available and explain key trends. 

Non-interest income to net interest income of the Bank and comparable banks 

Source: AFF Analysis 

Source: Public Information, AFF Analysis 
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Non-interest income to net interest income

Low percentage of non-interest 
income to net interest income 
due to income earned on 
placement of Iranian Deposits 

Annualised 

non-

interest 

income for 

FY 2014* 

For 9MFY 

2014 

Rupees in 

million 

Bank Islami 580             18%

JS Bank 1,151          32%

Faysal Bank 3,818          29%

Dubai Islamic Bank 948             24%

Burj Bank 270             20%

Silk Bank 1,181          33%

* Other than capital gains and dividend

Non-interest income to net interest 

income 
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Use the divider control box below to
make the slide title appear in your 
primary TOC and section TOCs.

Please follow these steps:
Type ‘Divider’ in the control box 
provided below.
Click the Divider command on the 
Smart ribbon.
Enter the text that you’d like to appear 
in the TOCs and select a divider level.
Click Update. The slide title should now 
appear on all TOCs.

To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the
divider control box and hit Update.

Forecast 

24 
KASB Bank Limited 

5 Forecast position and performance 

Use the divider control box below to
make the slide title appear in your 
primary TOC and section TOCs.

Please follow these steps:
Type ‘Divider’ in the control box 
provided below.
Click the Divider command on the 
Smart ribbon.
Enter the text that you’d like to appear 
in the TOCs and select a divider level.
Click Update. The slide title should now 
appear on all TOCs.

To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the
divider control box and hit Update.

Guidance:

Important note – Make sure you

conclude on the impact on

value that your industry

overview results in -> if any

industry points don’t directly

affect value, consider if they are

needed.

Please note that this should be

a summary of the key points

that effect the overall valuation

conclusion. A more detailed

analysis of the background to

the business should be

contained in Appendix 4

Guidance:

NOTE – possible reference material include:

• Brokers’ reports

• PwC industry experts (have you consulted?)

• Research tools on PwC Portal (e.g.. Factiva)

• Keynote reports

Set industry in context (e.g.. explain how the 

specific sub-sector fits within the wider market,

define the size of the market, explain the

Valuee’s position within the market)

Key participants e.g. graph of market shares

Explain the level of consolidation or 

fragmentation of the market and identify the key

market participants.

Value drivers in the sub-sector

Identify and explain the key value drivers

affecting the Valuee and market.

Market outlook using Porter’s framework of five

industry forces.

Set out a graph of industry forecasts where

available and explain key trends.

Cost to income ratio of the Bank and comparable banks 

Source: Public Information, AFF Analysis 

Source: AFF Analysis 
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Cost to income ratio Cost to income 
ratio increases 
subsequent to the 
withdrawal of 
Iranian Deposits 

For 9MFY 2014

Bank Islami 86%

JS Bank 74%

Faysal Bank 71%

NIB Bank 76%

Soneri Bank 66%

Dubai Islamic Bank 78%

Silk Bank 88%

Cost to income ratio of comparable 

banks 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
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Guidance: 

Important note – Make sure you 

conclude on the impact on 

value that your industry 

overview results in -> if any 

industry points don’t directly 

affect value, consider if they are 

needed. 

Please note that this should be 

a summary of the key points 

that effect the overall valuation 

conclusion. A more detailed 

analysis of the background to 

the business should be 

contained in Appendix 4 

Guidance: 

NOTE – possible reference material include: 

• Brokers’ reports 

• PwC industry experts (have you consulted?) 

• Research tools on PwC Portal (e.g.. Factiva) 

• Keynote reports 

Set industry in context (e.g.. explain how the 

specific sub-sector fits within the wider market, 

define the size of the market, explain the 

Valuee’s position within the market) 

Key participants e.g. graph of market shares 

Explain the level of consolidation or 

fragmentation of the market and identify the key 

market participants. 

Value drivers in the sub-sector 

Identify and explain the key value drivers 

affecting the Valuee and market. 

Market outlook using Porter’s framework of five 

industry forces. 

Set out a graph of industry forecasts where 

available and explain key trends. 

Advances to deposits ratio of the Bank and comparable banks 

Source: Public Information, AFF Analysis 

Source: AFF Analysis 

Iranian Deposits were excluded for the purpose of calculation of Bank’s advances to deposits ratio. 
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Capital injection results in CAR in excess of the prescribed level in the initial 
period of the forecast 
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Distributions are made each year after taking into account statutory reserve 
requirements. In addition, profits are also retained to the extent of FSV benefit 
and for the purpose of maintaining the prescribed capital adequacy ratio  
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KSL is a corporate member of the Karachi Stock Exchange and Pakistan 
Mercantile Exchange. The Bank holds 77.12% of shares of KSL 

• KSL was incorporated on October 24, 2000 under the Companies Ordinance, 
1984 and commenced its operations effective from January 1, 2003 
consequent to sanction of scheme of arrangement by the High Court of Sindh 
for transfer of assets and liabilities of the securities segment of Khadim Ali 
Shah Bukhari and Company Limited.  

• The shares of the company are listed on the Karachi Stock Exchange Ltd. 
(“KSE”). 

• KSL is a subsidiary of the Bank which holds 77.12% of shares of the company. 
The ultimate parent of the company is KASB Corporation Limited. 

• KSL has corporate membership of KSE and Pakistan Mercantile Exchange 
Limited (“PMEL”) and is principally engaged in the business of stocks, money 
market, foreign exchange and commodity broking. The activities of the 
company also include investment in equity and debt securities, economic 
research and advisory services. 
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Group structure of KASB Securities Ltd.
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Total assets of the company declined from Rs 2.3 billion as at December 31, 
2013 to Rs 2.1 billion as at November 30, 2014 
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7 Historical position and performance 

• Property and equipment and intangible assets mainly consist of: 

• office premises (carrying value of Rs 17.5 million and market value of Rs 115.4 million). 

• computer and office equipment (carrying value of Rs 24.7 million). 

• three rooms and telephone booths at KSE (carrying value of Rs 6.8 million and market value of 
Rs 28.5 million).  

• membership card of PMEL and Trading Right Entitlement Certificate of KSE. 

• Long-term investments mainly comprise of: 

• Investment of Rs 488.6 million in Structured Venture (Pvt.) Ltd. (“SVL”). The major 
investments of SVL include (i) investment of Rs 375 million in plots in Korangi Housing 
Scheme; and (ii) investment in shares of NHEPL with a carrying value of Rs 101 million. 

• Investment in Al-Jomaih Power Ltd. with a carrying value of Rs 306 million as at November 
30, 2014. 

• Trade debts (net of provision) of Rs 26 million have remained outstanding till January 31, 2015 
out of trade debts (net of provision) of Rs 397.9 million as at November 30, 2014. The company 
held collateral against trade debts of Rs 5.3 million. 

• Advances, deposits, prepayments and other receivables mainly consist of exposure deposit with 
KSE of Rs 241.9 million. 

• The long term loan was obtained from the Bank at 3-month KIBOR plus 2.5% per annum and is 
payable on quarterly basis. The principal is to be paid on maturity in January 2016. The loan is 
secured by way of first pari passu hypothecation charge over all present and future current assets 
amounting to Rs 607 million with 30% margin. In addition, the company has lien on all deposits, 
accounts and properties held with the Bank. 

• Trade and other payables include cash balances of customers held with KSL amounting to Rs 585 
million. In addition, accrued expenses amounted to Rs 112.4 million. 
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Source: Management Information 

Balance sheet
Rupees in million 30-Nov-14 31-Dec-13

Property and equipment 56.8              46.8               

Intangible assets 8.9                 8.9                  

Long- term investments 859.4           883.4            

Long- term loans and advances 8.3                 0.5                  

Long- term deposits and prepayments 6.5                 6.4                  

Long- term receivable -                      0.2                  

Deferred tax asset -  net 37.2              39.2               

Non- c urre nt a sse ts 9 7 7 .1     9 8 5 .4     

Short- term investments 25.7              267.6            

Trade debts  397.9           382.7            

Advances, deposits, prepayments 

and other receivables 261.7            258.0            

Taxation -  net 22.5              26.8               

Cash and bank balances 431.2            337.4            

Curre nt a sse ts 1,13 9 .0  1,2 7 2 .5  

TOTAL ASSETS 2 ,116 .1   2 ,2 5 7 .9  

Sha re  c a pita l a nd re se rve s 

Issued, subscribed and paid- up capital 1,000.0       1,000.0        

General reserve 18.8               18.8                

Unrealised gain on re- measurement of 

'available for- sale' investments to fair 

value -  net 129.5            153.6             

Unappropriated profit 92.5              46.1                

1,240.8       1,218.5         

Non- c urre nt lia bilitie s 

Long- term loan 150.0            100.0             

Curre nt lia bilitie s 

Trade and other payables 722.0           939.4            

Accrued mark- up 3.3                 -                       

725.3           939.4            

TOTAL EQUITY  AND LIABILITIES  2 ,116 .1   2 ,2 5 7 .9  
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7 Historical position and performance 

Profit after tax of the company increased from Rs 81.5 million in 2013 to Rs 
116.5 million in 2014 

• Income earned by KSL increased by 18.7% in 2014. As per Management 
Information, the higher income was mainly due to gain of Rs 49.8 million 
on sale of securities in 2014 as compared to loss of Rs 20.8 million 
recorded in 2013. In addition: 

• equity brokerage of Rs 385.5 million was earned on KSE trades as 
compared to Rs 361.1 million in 2013. The income generated in 2014 
included Rs 72.4 million relating to trades by Merrill. We understand 
that Merrill has terminated its agreement with KSL with effect from 
December 31, 2014. 

• late payment surcharge, which is charged at rates ranging from 21% to 
26% of overdue amount from customers who do not settle at ‘T+2’, 
increased from Rs 41.4 million in 2013 to Rs 69.7 million in 2014. 

• interest on bank balances and KSE exposure deposits increased from Rs 
28.3 million in 2013 to Rs 47.6 million in 2014. 

• Operating and administrative expenses increased by 15.3% in 2014 mainly 
due to: 

• increase in salaries expense from Rs 244.8 million to Rs 266.5 million. 

• a “one-off” tax charge of Rs 19.1 million paid to Sindh Revenue Board. 

• increase in brokerage expense of Rs 14 million on account of higher 
commission to brokers in respect of capital gains on money market 
deals. In 2014, money market brokerage expense was Rs 22.3 million. 
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Profit and loss account
Rupees in million 2014 Dec-14 11M 2014 2013

Operating revenue 514.8                9.0 505.8          481.1       

Net gain / (loss) on investments 'at fair value through profit and loss'

on sale of securities, other investments and commodities          49.8           3.4 46.4             (20.8)       

net unrealised (loss) / gain on re- measurement

of investments (3.1)           (1.5)         (1.6)               16.7         

46.7        1.9          44.8             (4.1)           

Dividend income               1.1              -    1.1                  1.5            

Mark- up / profit on bank deposits, investments 

and other receivables       51.7       5.5 46.2             39.2        

614.3      16.4       597.9          517.7      

Operating and administrative expenses      (462.1)       (17.2) (444.9)        (400.7)    

Provision against doubtful debts- net               1.1             1.1 -               (4.3)          

Reversal of provision against long- term receivable                -             (1.0) 1.0                 14.0         

(461.0)     (17.1)       (444.0)        (391.0)     

Ope ra ting profit 15 3 .3     (0 .6 ) 15 3 .9     12 6 .7  

Finance cost         (21.0)          (1.6) (19.4)            (8.9)          

13 2 .3  (2 .2 )   13 4 .5     117 .8  

Other income             6.7            1.5 5.2                7.3           

Profit be fore  ta xa tion 13 9 .0     (0 .7 ) 13 9 .7     12 5 .1  

Taxation        (22.5) (43.6)           (43.6)       

Profit a fte r ta xa tion 116 .5  9 6 .1       8 1.5    

For presentation purposes
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Valuation approach 

• We carried out a valuation of KSL using a sum-of-parts approach. The 
valuation is based on the Income approach using the DCF methodology. In 
this connection, a variant of the Discounted Dividend Method was used 
with the implicit assumption that KSL will pay out, what it can afford, in 
dividends after taking into account regulatory requirements, if any.  

• Cash flows to equity holders were discounted at the cost of equity.  

• The cost of equity was estimated based on the Capital Asset Pricing Model. 
The computation of the cost of equity is shown in the table on the right. 

• The value derived using the DCF methodology was adjusted for the value of 
certain investments made by KSL. These investments are summarised 
below: 
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Source: AFF analysis 

Cost of Equity

Risk- free rate 9.84% Based on 10- year Pakistan Investment Bond 

yield prevailing on January 30, 2015. 

Beta 1.50           Based on “ high- level”  analysis of selected 

comparable brokerage companies. 

Market risk premium 7.00%

Cost of equity 20 .34%

Cost of equity -  adopted 20 .00%

Structured Ventures (Pvt.) Ltd. Karachi Stock Exchange Ltd. 

Al-Jomaih Power Ltd. TFC of PACE Pakistan (Pvt.) Ltd. 
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Forecast 

Forecast balance sheet 
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Some of the significant adjustments to 
financial projections, prepared by 
Management of KSL, are summarised below: 

• Due diligence adjustments were 
incorporated. 

• Assumption for growth in forecast KSE 
volumes was rationalised. 

Cash is 
lower than 
creditors. 
Correct! Source: Management Information, AFF Analysis 

Balance sheet Adjusted

Rupees in million 2012 2013 2014 2014 2015 2016 2017 2018 2019

Property and equipment 35.8         46.8         52.0         52.0         44.0         38.2         34.0         30.9         28.5         

Intangible assets 12.7          8.9            8.9            8.9            8.9            8.9            8.9            8.9            8.9            

Long term investments 866.4      883.4      863.3      305.8      305.8      305.8      305.8      305.8      305.8      

Deferred tax asset-  net 53.5         39.2         37.2         44.0         57.6         46.7         35.6         21.9          -           

Other assets 36.0         7.1             10.7          10.7          10.7          10.7          10.7          10.7          10.7          

Non- c urre nt a sse ts 1,004.5   985.4      972.0      421.4       427.0      410.3       395.0      378.2      353.8      

Short- term investments 176.0       267.6      23.7         18.6          -           -           -           -           -           

Trade debts 298.1       382.7      68.0         47.3         47.3         92.9         98.3         114.6        114.6        

Advances, deposits, prepayments

and other receivables 147.1        258.0      234.3      234.3      111.0         199.0       220.6      243.8      256.0      

Taxation 18.3          26.8         42.6         42.6         -           -           -           -           -           

Cash and bank balances 363.1       337.4      652.6      652.6      619.9       548.6      542.3      535.9      548.1       

Curre nt a sse ts 1,002.6   1,272.5   1,021.3    995.5      778.2      840.5      861.2       894.3      918.6       

Tota l a sse ts 2,007.0  2,257.8  1,993.2   1,416.9    1,205.2   1,250.8   1,256.2   1,272.5   1,272.5   

Issued share capital 1,000.0   1,000.0   1,000.0   1,000.0   1,000.0   1,000.0   1,000.0   1,000.0   1,000.0   

General reserve 18.8          18.8          18.8          18.8          18.8          18.8          18.8          18.8          18.8          

Unrealised gain on 'available- for

- sale' investments  140.1        153.5       133.4       115.7        115.7        115.7        115.7        115.7        115.7        

Unappropriated profit 14.7          46.1          112.6        (507.7)     (536.8)     (536.8)     (536.8)     (536.8)     (536.8)     

Sha re  c a pita l a nd re se rve s 1,173.6    1,218.4    1,264.7   626.8      597.7      597.7      597.7      597.7      597.7      

Long- te rm loa n -           100.0       150.0       150.0       150.0       150.0       150.0       150.0       150.0       

Trade creditors 525.9      896.9      455.2      455.2      455.2      500.8      506.2      522.4      522.4      

Tax payable -           -           -           59.3         -           -           -           -           -           

Short term borrowing 250.0      -           -           -           -           -           -           -           -           

Others 57.6         42.6         123.3       123.3       -           -           -           -           -           

Curre nt lia bilitie s 833.5      939.4      578.5      637.8      455.2      500.8      506.2      522.4      522.4      

Equity a nd lia bilitie s 2,007.0  2,257.8  1,993.2   1,414.6    1,202.9   1,248.5   1,253.9   1,270.2   1,270.2   

Balance sheet Adjusted

Rupees in million 2012 2013 2014 2014 2015 2016 2017 2018 2019

Property and equipment 35.8         46.8         52.0         52.0         44.0         38.2         34.0         30.9         28.5         

Intangible assets 12.7          8.9            8.9            8.9            8.9            8.9            8.9            8.9            8.9            

Long term investments 866.4      883.4      863.3      305.8      305.8      305.8      305.8      305.8      305.8      

Deferred tax asset-  net 53.5         39.2         37.2         44.0         57.6         46.7         35.6         21.9          -           

Other assets 36.0         7.1             10.7          10.7          10.7          10.7          10.7          10.7          10.7          

Non- c urre nt a sse ts 1,004.5   985.4      972.0      421.4       427.0      410.3       395.0      378.2      353.8      

Short- term investments 176.0       267.6      23.7         18.6          -           -           -           -           -           

Trade debts 298.1       382.7      68.0         47.3         47.3         92.9         98.3         114.6        114.6        

Advances, deposits, prepayments

and other receivables 147.1        258.0      234.3      234.3      111.0         199.0       220.6      243.8      256.0      

Taxation 18.3          26.8         42.6         42.6         -           -           -           -           -           

Cash and bank balances 363.1       337.4      652.6      652.6      619.9       548.6      542.3      535.9      548.1       

Curre nt a sse ts 1,002.6   1,272.5   1,021.3    995.5      778.2      840.5      861.2       894.3      918.6       

Tota l a sse ts 2,007.0  2,257.9  1,993.2   1,416.9    1,205.2   1,250.8   1,256.2   1,272.5   1,272.5   

Issued share capital 1,000.0   1,000.0   1,000.0   1,000.0   1,000.0   1,000.0   1,000.0   1,000.0   1,000.0   

General reserve 18.8          18.8          18.8          18.8          18.8          18.8          18.8          18.8          18.8          

Unrealised gain on 'available- for

- sale' investments  140.1        153.6       133.4       115.7        115.7        115.7        115.7        115.7        115.7        

Unappropriated profit 14.7          46.1          112.6        (505.4)     (534)         (534)         (534)         (534)         (534)         

Sha re  c a pita l a nd re se rve s 1,173.6    1,218.5    1,264.7   629.1       600.0      600.0      600.0      600.0      600.0      

Long- te rm loa n -           100.0       150.0       150.0       150.0       150.0       150.0       150.0       150.0       

Trade creditors 525.9      896.9      455.2      455.2      455.2      500.8      506.2      522.4      522.4      

Tax payable -           -           -           59.3         -           -           -           -           -           

Short term borrowing 250.0      -           -           -           -           -           -           -           -           

Others 57.6         42.5         123.3       123.3       -           -           -           -           -           

Curre nt lia bilitie s 833.5      939.4      578.5      637.8      455.2      500.8      506.2      522.4      522.4      

Equity a nd lia bilitie s 2,007.0  2,257.9  1,993.2   1,416.9    1,205.2   1,250.8   1,256.2   1,272.5   1,272.5   

Glossary Appendices KASB Funds My Solutions Shakarganj Food KASB Securities KASB Bank Executive summary 

DIS
PLA

YED U
NDER C

OURT O
RDER



March 16, 2015 Confidential Information for the sole benefit and use of AFF’s Client. 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
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To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Forecast profit and loss 

35 

KASB Bank Limited 

9 Forecast position and performance 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

 Management’s assumptions were adjusted to 
account for the following: 

• market share of KSL was adversely 
impacted following the suspension of 
trading activities.  

• Merrill terminated its agreement with KSL 
with effect from December 31, 2014.  

• the Faisalabad branch of KSL was closed. 

We noted that KSL earned significant 
financial income from additional 
commission/late payment surcharge during 
previous years. This income was earned on 
overdue balances from customers who had 
not settled their dues on ‘T+2’ basis. 
However, we have been informed by the 
Management that SECP has recently 
reiterated its position that the above practice 
is not allowed. As a result, KSL intends to 
pursue margin financing in the future. 

However, in view of the financial position of 
KSL consequent to the above adjustments 
and restriction on usage of clients’ funds, 
income from margin financing and income 
from trading activities were not included in 
the financial projections. 

Forecast 

Source: Management Information, AFF Analysis 

Profit and loss
Rupees in million 2011 2012 2013 2014 2015 2016 2017 2018 2019

Brokerage revenue 156.1        283.0      405.7               435.6      259.8      454.8      486.1       562.5      575.9      

Trading income (proprietary account) 33.3         27.3         (17.8)                  21.0          -           -           -           -           -           

Financial income 70.2         78.3         97.3                  148.0       59.0         54.6         54.9         55.7         57.0         

Other revenues 19.1           16.3          37.7                  17.5          11.1            12.1           13.1           14.2          15.5          

Tota l re ve nue 2 7 8 .7  4 0 4 .9  5 2 2 .9        6 2 2 .1  3 3 0 .0  5 2 1.5  5 5 4 .1  6 3 2 .4  6 4 8 .4  

-           -           -           -           -           

Trading costs 36.0         10.0          21.2                   22.3         12.6          23.1          24.4         28.1          28.1          

Human resource costs 167.4       165.3       182.3                207.1       218.9       235.3      253.0      272.0      292.4      

Premises / utilities expenses 19.8          25.4         40.6                  60.5         39.3         42.5         46.0         49.8         53.9         

Other expenses 109.7       65.5         82.0                  112.3        73.0         86.1          90.0         97.9         101.8        

Financial costs 69.8         16.1           8.9                     21.0          18.1           18.1           18.1           18.1           18.1           

Performance bonus 10.0          36.5         62.8                  59.9         10.0          52.1          55.4         63.2         64.8         

Tota l e xpe nse s 4 12 .6  3 18 .8  3 9 7 .8        4 8 3 .1  3 7 1.9  4 5 7 .3  4 8 6 .9  5 2 9 .0  5 5 9 .1  

(Loss) /  profit be fore  ta x (13 3 .9 ) 8 6 .0    12 5 .1         13 9 .0  (4 1.9 )   6 4 .2    6 7 .2    10 3 .4  8 9 .3    

Ta xa tion 12.4          (45.4)        43.6                  22.5         (12.8)         30.1          29.4         38.7         35.7         

(Loss)/  profit a fte r ta xa tion (14 6 .2 ) 13 1.4   8 1.5           116 .5   (2 9 .1)   3 4 .1     3 7 .8    6 4 .6    5 3 .5    

Re turn on a ve ra ge  e quity (14.2%) 12.1% 6.8% 9.4% (3.1%) 5.6% 6.3% 10.8% 8.9%

Note: Effective tax rate has not been presented as brokerage from commodity, money market and forex is subject to final tax and also due to

applicability of minimum tax and alternate corporate tax in certain years.
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KSE (all share) volume projected to increase from 233 million shares in 2014 
to 300 million shares in 2018 
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Forecast 

Source: Management Information, AFF analysis 
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Market share of KSL projected to increase to 9% by end of 2015 and then 
remain stable during subsequent forecast period 

37 

KASB Bank Limited 

9 Forecast position and performance 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Source: Management Information, AFF Analysis 
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Total market share Market share excluding Merrill-related business and Faisalabad branch

The Management provided us with a letter 
through which Merrill communicated 
termination of agreement with KSL w.e.f. 
December 31, 2014. In addition, we were 
informed by Management that the Faisalabad 
branch has been closed. Average market 
share of KSL excluding Merrill-related 
business and volumes generated through the 
Faisalabad branch works out to 
approximately 9.11% during the period from 
2011 to 2014. 

Trading activities of KSL were suspended on 
November 17, 2014. The restrictions were 
partially relaxed on December 2, 2014 and 
February 3, 2015. The market share of KSL was 
2.30% in January 2015 and 2.42% up till 
February 11, 2015. Accordingly, market share for 
January 2015 has been taken at 2.30%. In 
addition, KSL is assumed to gradually achieve 
9% market share by December 2015 and to 
subsequently maintain this market share. 
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Forecast 

Commission rate assumed to increase by 10% in 2016 and 2018 
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Source: Management Information, AFF Analysis 
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Total average commission Average commission excluding business generated through Merrill and Faisalabad branch

Average commission rate excluding business generated through Merrill and Faisalabad 
branch was Rs 0.045 per share in 2011 and 2012 after which it increased to Rs 0.05 per 
share in 2013 and Rs 0.058 per share in 11M 2014. We have assumed that the average 
commission rate for 2015 is the same as that for 11M 2014. The commission rate has 
been increased by 10% in 2016 and 2018 in line with Management’s assumptions. 
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Cost to income ratio ranges between 83% to 88% and is in line with historical 
trend 
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Forecast 

Source: Management Information, AFF analysis 

76.1% 77.6%

85.6%
89.4%

112.7%

87.7% 87.9%

83.7%
86.2%

0%

20%

40%

60%

80%

100%

120%

2013 2014 2015 2016 2017 2018 2019

P
e
rc

e
n
ta

g
e

Cost to income ratio of KSL

Total cost to income ratio Cost to income ratio excluding Merrill-related business and Faisalabad branch

Decrease in cost to 
income ratio due to 
higher market volume 
and increase in average 
commission rate by 10%.  

Loss before tax in 2015 
due to reduced market 
share of KSE volume. 
Therefore, resulting in 
high cost to income 
ratio. 
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Distribution was not made in 2015 due to accumulated losses arising from due 
diligence adjustments and loss after tax of Rs 29.1 million forecast for 2015. 
Subsequently, all profits after tax will be distributed as dividend 
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Source: Management Information, AFF Analysis 
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No distribution made in 
2015 due to accumulated 
losses as a result of due 
diligence adjustments and 
loss after tax of Rs 29.1 
million forecast for 2015. 

Increase in profit after tax as a result of 
higher volumes and increase in average 
commission rate by 10%. Consequently, a 
higher distribution was made. 
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The value of Bank’s investment in KSL is in the range of Rs 502.6 million to Rs 
791.8 million 
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Source: Management Information, AFF Analysis 

Value of Bank's investment in KASB Securities Ltd.
Rupees in million Low High 

Present value of explic it forecast              107.5                         107.5 

Present value of terminal value              193.7                         193.7 

      3 0 1.2               3 0 1.2  

KSL's Inve stme nts

Structured Venture (Pvt.) Ltd. 2.3                                        377.3 

Al- Jomaih Power Ltd.             299.9                        299.9 

Karachi Stock Exchange Ltd. (please refer Annexure 3)                40.8                           40.8 

TFC of PACE Pakistan (Pvt.) Ltd.                   7.5                              7.5 

      3 5 0 .5               7 2 5 .5  

Va lue  of KSL 6 5 1.7      1,0 2 6 .7         

Bank's shareholding in KSL 77.12% 77.12%

Va lue  of Ba nk's inve stme nt in KSL 5 0 2 .6     7 9 1.8             
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We have performed sensitivity analysis by:  

i. identifying some key assumptions to which the valuation is 
sensitive. These consist of:  

• discount rate; and  

• terminal growth rate. 

ii. varying these assumptions upwards and downwards to get 
different observations.  

Observations assumed in relation to each of these assumptions and 
corresponding results are shown on the right. 

Sensitivity analysis

Rupess in million -2.0% -1.0% Base case 1.0% 2.0%

Discount rate 18.0% 19.0% 20.0% 21.0% 22.0%

Revised value of 'Brokerage Business' 360.1      328.2         301.2                          278.2         258.2         

Sensitivity 19.5% 8.9% 0.0% - 7.7% - 14.3%

Terminal growth rate 5.0% 6.0% 7.0% 8.0% 9.0%

Revised value of 'Brokerage Business' 272.3     285.7         301.2                          319.3          340.7         

Sensitivity - 9.6% - 5.2% 0.0% 6.0% 13.1%

Observations  

620.4 

606.3 

1063.3 

1083.3 

 -  500  1,000  1,500  2,000

Terminal growth rate

Discount rate

Rupees in million 

Sensitivity analysis 

Source: AFF Analysis 

Sensitivity analysis

Rupees in million -2.0% -1.0% Base case 1.0% 2.0%

Discount rate 18.0% 19.0% 20.0% 21.0% 22.0%

Present value of equity cashflows 360.1         328.2         301.2                          278.2         258.2         

Value of KSL's Investments 350.5        350.5         350.5                         350.5         350.5         

Value of KSL 710.6         678.7         651.7                          628.7         608.7         

Value of Bank's investment in KSL 548.0        523.4         502.6                         484.8         469.4         

Se nsitivity 9 .0 % 4 .1% 0 .0 % - 3 .5 % - 6 .6 %

Terminal growth rate 5.0% 6.0% 7.0% 8.0% 9.0%

Present value of equity cashflows 272.3        285.7         301.2                          319.3          340.7         

Value of KSL's Investments 350.5        350.5         350.5                         350.5         350.5         

Value of KSL 622.8        636.2         651.7                          669.8         691.2          

Value of Bank's investment in KSL 480.3        490.6         502.6                         516.6          533.1          

Se nsitivity - 4 .4 % - 2 .4 % 0 .0 % 2 .8 % 6 .1%

Rupees in million -2.0% -1.0% Alternate case 1.0% 2.0%

Discount rate 18.0% 19.0% 20.0% 21.0% 22.0%

Present value of equity cashflows 360.1         328.2         301.2                          278.2         258.2         

Value of KSL's Investments 725.5        725.5         725.5                         725.5         725.5         

Value of KSL 1,085.6    1,053.7     1,026.7                     1,003.7     983.7         

Value of Bank's investment in KSL 837.2        812.6          791.8                          774.0         758.6         

Se nsitivity 5 .7 % 2 .6 % 0 .0 % - 2 .2 % - 4 .2 %

Terminal growth rate 5.0% 6.0% 7.0% 8.0% 9.0%

Present value of equity cashflows 272.3        285.7         301.2                          319.3          340.7         

Value of KSL's Investments 725.5        725.5         725.5                         725.5         725.5         

Value of KSL 997.8        1,011.2       1,026.7                     1,044.8     1,066.2     

Value of Bank's investment in KSL 769.5        779.8         791.8                          805.8         822.3         

Se nsitivity - 2 .8 % - 1.5 % 0 .0 % 1.8 % 3 .8 %

Observations  

Observations  
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Overview of Shakarganj Food Products Ltd. 

• SFPL was incorporated in Pakistan as a private limited company on April 3, 2001 
and became a public unlisted company on January 3, 2006.  

• The principal activity of the company is manufacturing, processing and sale of 
food products, including dairy, fruit pulps and concentrate juices.  

• The company’s major products are: 

• ‘Good Milk’ and ‘Dairy Pure’ milk products; and 

• ‘Qudrat’ and ‘Chaika’ liquid tea whiteners. 

 

KASB Bank Limited 

12 Business Overview 
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Source: Management Information 

Shakarganj Food 
Products Ltd.

KASB Bank Ltd.

40.2%

Shakarganj Mills 
Ltd.

49.24%

Crescent Steel 
and Allied 

Products Ltd.

7.92%

Group structure of Shakarganj Food Products Ltd.

CS Capital (Pvt.) 
Ltd.2.64%
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Historical financial statements  

Source: Financial Statements 

Balance sheet
Rupees in million 2014 2013

Fixed assets 1,011.2                 970.4                 

Capital work in progress 12.7                     24.9                    

Long term deposits 18.2                     17.9                     

Long term security deposits 13.6                     13.8                     

N o n current  assets 1,055.7       1,027.0       

Stores & spares 60.0                    42.5                    

Stock in trade 385.3                 279.4                 

Trade debtors 51.3                     15.3                     

Advance income tax 77.3                    44.3                    

Sales tax recoverable 315.8                  167.0                  

Advances deposits & prepayments 26.6                    13.9                     

Trade deposits & short term prepayments 28.9                    3.2                      

Other receivables 0.1                       1.2                       

Cash & bank balances 9                              7                              

C urrent  assets 954.0         573.8         

T o tal assets 2,009.7         1,600.8          

Issued, subscribed and paid-up capital 1,516.0                1,516.0                

Capital fair value reserve 0.3                      0.1                       

Accumulated losses (972.0)                    (1,093.5)             

Equity 544.3            422.6            

Long term debt 225.7                 112.6                   

Deferred income USAID FCTs 13.5                     -                           

Employee retirement benefits 58.2                    47.2                    

Lo ng term liabilit ies 297.4            159.8             

Current portion of long term loan 18.8                     37.4                    

Current portion of liabilities subject to  finance lease -                           0.7                      

Creditiors, accruals & other liabilities 1,025.9               739.0                 

M arkup accrued 22.4                    51.7                     

Short term borrowing -                           130.0                  

Provision for taxation 100.9                  59.6                    

C urrent  liabilit ies 1,168.0       1,018.4       

Equity and liabilit ies 2,009.7         1,600.8          

Source: Financial Statements 

Rupees in million 2014 2013

Net sales 6,795.4                  4,945.7                  

Cost of goods sold (5,772.0)                 (4,270.8)                 

Gro ss pro f it 1,023.4          674.9            

Distribution and selling expenses (721.9)                     (591.4)                     

Administrative expenses (52.2)                       (43.2)                       

Other operating expenses (19.4)                        (8.1)                          

(793.5)           (642.7)           

229.9            32.2              

Other operating income 5.0                           10.8                         

Profit from operations 234.9            43.0              

Finance cost (55.1)                        (38.1)                        

P ro fit  befo re taxat io n 179.8             4 .9                

Taxation (60.9)                       (40.0)                       

P ro fit  af ter taxat io n 118.9                        (35.1)                        

Income statement 
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Due to limited information, we have carried out a high-level price analysis of 
SFPL 

• The DCF methodology was used to carry out a high-level analysis of 
enterprise value of SFPL. In deriving the high-level estimate of enterprise 
value of SFPL, we used projections for the period from 2015 to 2019 
provided by Management, to which certain adjustments were made for 
purposes of our analysis. 

• The DCF approach encompasses the following key steps: 

• estimating future cash flow for a certain discrete projection period; 

• determining an appropriate discount rate;  

• estimating the terminal value; and 

• discounting the discrrete period cash flows and terminal value at the 
relevant discount rate to determine the stand-alone enterprise value. 

 Net debt is then deducted from the stand-alone enterprise value to arrive 
at equity value. 
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As per the Agreement, we were required to perform an indicative valuation of SFPL. An indicative valuation requires that we carry out a moderate level of 
analysis, investigation and independent corroboration.  

We were provided with financial projections of SFPL. However, we had limited access to SFPL’s management. In addition, we received very limited 
information from SFPL and we have not received certain material information that we had requested.  

Consequently, we were only able to perform a high-level price analysis of SFPL and could not perform an indicative valuation. 

Source: Management Information, AFF Analysis 

Cost of e quity

Risk- free rate 9.84% Based on 10- year Pakistan Investment Bond yield 

prevailing on January 30, 2015. 

Levered beta 0.95             Based on “ high- level”  analysis of selected comparable 

companies. 

Market risk premium 7.00%

16 .4 9 %

KIBOR 8.86%

Spread 2.0%

10 .8 6 %

Debt 20.00%

Equity 80.00%

10 0 .0 0 %

WACC 14 .6 5 %

WACC (a dopte d) 14 .7 0 %

Cost of de bt

Ca pita l struc ture

Based on average long- term capital structure of selected 

comparable companies. 

Based on interest rate on the outstanding bank loan of the 

company. In this regard, we used the one- year KIBOR as 

at January 31, 2015. 
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Balance sheet 

! As per Discussion with Management of SFPL, 
capital exependiture projected for 2015 
related to: 

• acqusition of packaging machinery from 
Packages Ltd. for Rs 137 million. 

• finance lease of a UHT plant at a total 
expected cost of RS 294.67 million.  

However, we have not been provided with 
any support document or procurement 
agreement in support of this assumption. 

@ Stores and spares have been projected to 
increase annually at a rate of 12.7% by 
Management. 

# Trade debtors have been assumed equivalent 
to one receivable day. 

$ Explanations underlying working of advance 
income tax and sales tax recoverable were not 
provided by Management of SFPL. 

%  Creditors, accruals and other liabilities 
include ‘existing trade creditors’ of Rs 736 
million as at September 30, 2014. It has been 
assumed that these creditors will decline up 
till December 2016 after which they will 
remain stable. Basis for this assumption for 
creditors, accruals and other liabilities and 
nature of ‘existing trade creditors’ has not 
been provided by the Management of SFPL. 

# 

Source: Management Information, AFF Analysis 

! 

@ 

$ 
$ 

% 

Balance sheet
Rupees in million 2012 2013 2014 2015 2016 2017 2018 2019

Fixed assets 901.8       970.4         1,011.2         1,622.3       1,586.4       1,553.2       1,522.3       1,493.4       

Capital work in progress 3.7           24.9           12.7             27.7            27.7            27.7            27.7            27.7            

Long term deposits 20.2         17.9            18.2             15.9             12.5             9.9               7.9               6.3               

Long term security deposits 10.9          13.8            13.6             13.6             13.3             13.1              12.8             12.6             

N o n-current  assets 936.6  1,027.0 1,055.7  1,679.5  1,640.0  1,604.0  1,570.8  1,540.1  

Stores & spares 32.6         42.5           60.0            99.9            112.6            126.9           143.0           161.1             

Stock in trade 170.5       279.4         385.3          234.4          272.9          302.7          334.7          356.0          

Trade debtors 35.5         15.3            51.3             24.6            29.4            32.5            36.5            38.3            

Advances, deposits & prepayments 19.5          44.3           77.3            28.4            32.0            36.1             40.6            45.8            

Trade deposits & short term prepayments 6.9           167.0          315.8           39.1             44.1             49.7            56.0            63.1             

Other receivables 7.2           13.9            26.6            0.1                0.2               0.2               0.2               0.2               

Advance income tax 16.0          3.2              28.9            81.0             97.4            108.6           118.3            119.1             

Sales tax recoverable 57.0         1.2               0.1                410.7           440.8          474.1           510.2           548.3          

Cash & bank balances 43.4         7.0              8.7               (55.8)           1.5                6.1                99.1             289.5          

C urrent  assets 388.6  573.8   954.0    862.4    1,031.0  1,136.8  1,338.6  1,621.3  

Current portion of long term loan 75.0         37.4           18.8             25.0            75.0            119.5            6.3               -                   

Current portion of liabilities subject to  finance lease 2.4           0.7              -                   156.8           153.8           86.2            -                   -                   

Creditiors, accruals & other liabilities 466.6      739.0         1,025.9       1,075.5       949.9          948.5          996.4          1,019.7        

M arkup accrued 38.7         51.7            22.4            20.6            21.9             37.0            39.6            39.8            

Short term borrowing 114.1         130.0          -                   -                   -                   -                   -                   -                   

Provision for taxation 19.7          59.6           100.9           112.9            118.5            127.5           129.7           89.0            

C urrent  liabilit ies 716.5  1,018.4  1,168.0  1,390.8  1,319.1   1,318.7  1,172.0  1,148.5  

Long term debt 112.6        112.6           225.7          56.2            125.7           6.2               (0.0)             (0.0)             

Deferred income USAID FCTs -                -                  13.5             12.7             11.8              11.0              10.1              9.3               

Liabilities against assets subject to  finance lease 0.6           -                  -                   243.0          89.2            3.0               (0.0)             (0.0)             

Employee retirement benefits 31.9          47.2           58.2            68.2            76.9            86.6            97.6            110.0            

Lo ng term liabilit ies 145.1      159.8       297.4       380.2    303.6    106.8     107.7     119.3     

N et  assets 463.6     422.6      544.3       771.0     1,048.3  1,315.3  1,629.6  1,893.6  
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Income statement 

We have adjusted the following Management 
assumptions: 

! Marketing expense includes sales and 
promotion expenses, which have been projected 
at 4% of sales taking into consideration the 
historical rate for SFPL. The Management had 
projected this expense at 2.3% of sales. 
However, we were not provided with thebasis 
for adopting this assumption. 

 We were not provided with certain information 
relating to historical raw milk prices and 
packaging materials. 

@ Freight cost in selling expense has been 
projected to increase by 8% on the basis of 
historic cost per litre for 2014. @ 

! 

Forecast 

Source: Management Information, AFF Analysis 

Rupees in million 2012 2013 2014 2015 2016 2017 2018 2019

Gross sales 4,181.2           5,150.7          6,953.3         8,714.0          10,398.1        11,544.4        12,907.0       13,480.4       

Less: discounts & returns 147.5              205.0             157.9              187.8              233.8             256.9             284.0             289.3             

Ne t sa le s 4 ,0 3 3 .7   4 ,9 4 5 .7   6 ,7 9 5 .4   8 ,5 2 6 .2   10 ,16 4 .3  11,2 8 7 .5  12 ,6 2 3 .0 13 ,19 1.1   

Raw material cost 2,089.0         2,663.2         3,589.3         4,123.6          4,953.3         5,492.7         6,100.9          6,417.9          

Variable production overheads 1,042.6          1,421.3           1,905.4          2,594.5         3,237.7         3,706.2         4,186.5          4,396.3         

Fixed production overheads 159.5              208.4             280.5             219.8              230.4             249.4             270.2             291.6              

Depreciation 47.0                47.2                53.3                64.9                78.1                 76.3                74.6                73.1                 

Adjustment for inventory (18.2)                (69.3)               (56.5)               60.5                (3.8)                  (5.3)                  (7.0)                  (8.9)                  

Cost of goods sold 3 ,3 19 .9   4 ,2 7 0 .8   5 ,7 7 2 .0   7 ,0 6 3 .3   8 ,4 9 5 .7   9 ,5 19 .3   10 ,6 2 5 .2 11,17 0 .0  

Gross profit 7 13 .8       6 7 4 .9      1,0 2 3 .4   1,4 6 2 .9   1,6 6 8 .6   1,7 6 8 .2   1,9 9 7 .8   2 ,0 2 1.1    

Ope ra ting e xpe nse s

Administrative expenses 40.5                41.3                 49.7                58.7                64.8                70.0                75.7                82.0                

Marketing expenses 13.3                 51.3                 93.5                307.3             348.4             372.8             420.5             442.6             

Selling expenses 462.8             540.1              628.4             661.0              733.0             851.5              984.2             1,067.1           

Depreciation 1.7                    1.9                    2.5                   3.2                   4.0                   3.9                   3.8                   3.7                   

Other expenses / (income) 13.3                 (2.7)                  14.4                 37.1                 39.1                 35.8                38.8                32.7                

5 3 1.6       6 3 1.9       7 8 8 .5      1,0 6 7 .3   1,18 9 .3    1,3 3 4 .0   1,5 2 3 .0   1,6 2 8 .1    

EBIT 18 2 .2       4 3 .0         2 3 4 .9      3 9 5 .6      4 7 9 .3      4 3 4 .2      4 7 4 .8      3 9 3 .0      

Interest cost 57.7                38.1                 55.1                 58.2                69.0                41.3                 12.2                 5.9                   

Profit be fore  ta x 12 4 .5       4 .9           17 9 .8       3 3 7 .4      4 10 .3       3 9 2 .9      4 6 2 .6      3 8 7 .1       

Tax 18.8                 40.0                60.9                111.2                132.5              125.6              147.7              122.4              

Profit a fte r ta x 10 5 .7       (3 5 .1)        118 .9        2 2 6 .2      2 7 7 .8      2 6 7 .3      3 14 .9       2 6 4 .7      

Income statement 
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The Management has projected sales of ‘Qudrat’, a new liquid tea whitener, to 
increase from Rs 1.6 billion in 2014 to Rs 5.2 billion in 2019 

 

Source: Management Information, AFF Analysis 

Forecast 
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'Qudrat' sales volume and prices

Volume Prices

Based on Discussion with 
Management of SFPL, we understand 
that higher demand for ‘Qudrat’ and 
‘Chaiqa’ is because these tea whiteners 
are considered to be cheaper 
alternatives to milk. 

‘Qudrat’ is cheaper than ‘Chaiqa’ and 
does not have a directly competitive 
product. Therefore, the management 
has assumed volumes to increase at a 
higher rate. 

Based on Management’s projections, 
sales of ‘Qudrat’ are expected to 
increase from 114,326 litres per day in 
2015 to 174,000 litres per day in 2019. 
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Chaika historical and projected sales volume and price 

Volume Price
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The Management has projected sales of ‘Chaika’, a liquid tea whitener, to 
increase from Rs 1.7 billion in 2014 to Rs 3.9 billion in 2019 

Source: Management Information, AFF Analysis 
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Source: Management Information, AFF Analysis 

The Management has projected sales of ‘Dairy Pure’ to increase from Rs 1.2 
billion in 2014 to Rs 2.4 billion in 2019 
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'Dairy Pure' sales volume and price

Volume Price
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The Management has projected sales per day to decrease from Rs 1.6 billion in 
2014 to Rs 1.4 billion in 2019 
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'Good Milk' sale volume and price

Volume Price
Source: Management Information, AFF Analysis 
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Estimated contribution margin of ‘Qudrat’ and ‘Chaiqa’ is expected to increase 
to 80% of total contributin margin in 2019 

Margins are calculated by subtracting raw material and packaging cost from net sales. 
Source: Management Information, AFF Analysis 
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Margins’ of ‘Qudrat’ and ‘Chaiqa’ tea whiteners are projected 
to increase from Rs 790.7 million and Rs 553 million in 2015, 
respectively, to Rs 1,215 million and Rs 1,142 million, 
respectively, in 2019 
 
Margins of ‘Good Milk’ are projected to decline from Rs 486 
million in 2015 to Rs 208 million in 2019 
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Based on “high-level” price analysis, we consider that no adjustment is 
required to the carrying value of Bank’s investment in SFPL 
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Based on the “high-level” price analysis of SFPL, we consider 
that no adjustment is required to the carrying value of Bank’s 
investment in SFPL. 

Source: AFF Analysis 

Computation of "high level" value of SFPL

Rupees in million 2015 2016 2017 2018 2019

Net income 226.2     277.8      267.3      314.9       264.7      

Net interest expense 58.2        69.0         41.3          12.2          5.9            

Depreciation and amortisation 68.1         82.1          80.2         78.4         76.8         

3 5 2 .5 4 2 8 .9  3 8 8 .8  4 0 5 .5  3 4 7 .4  3 6 4 .8                

Change in working capital 88.8        (231.2)      (93.7)        (58.7)        (109.8)      (60.5)                              

Capital expenditure (160.7)     (48.0)        (48.0)        (48.0)        (48.0)        (48.0)                              

Fre e  c a sh flows to the  firm 2 8 0 .6 14 9 .7  2 4 7 .1  2 9 8 .8  18 9 .6  2 5 6 .3                

Te rmina l va lue 2 ,7 7 4 .2             

Present value of free cash flows 2 6 6 .5 12 6 .1   18 1.5   19 1.3   10 5 .9  

Present value of explic it forecast 871.3                             

Present value of terminal value 1,548.8                         

Ente rprise  va lue 2 ,4 2 0 .1             

Net debt (204.7)                           

Estima te  of va lue  (c ontrolling inte re st ba sis) 2 ,2 15 .4             

Discount for lack of control 9.09%

Estima te  of va lue  (ma rke ta ble  minority ba sis) 2 ,0 14 .0             

Discount for lack of marketability 20.00%

Estima te  of va lue  (non- ma rke ta ble  minority ba sis) 1,6 11.2               

Bank's shareholding in SFPL 40.20%

Estima te  of va lue  of Ba nk's inve stme nt in SFPL 6 4 7 .7                

Free cash flow 

for terminal 

value
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MSC is a fully owned subsidiary of the Bank 

• My Solutions Corporation Ltd. (“MSC”) was incorporated as a private 
limited company on November 05, 1995 and was converted into a public 
limited company on March 24, 2003.  

• The Company provides the following services: 

• import and sale of IBM products in Pakistan; 

• internet connectivity, telecommunication and networking services 
(“Networking”) to the Bank, KSL, KFL and NHEPL; 

• coordination in respect of electronic utility bill payment switch 
(“eUBS”) services provided by the Bank. 

• secondment of administrative staff to KASB Modaraba. 

• MSC is a fully owned subsidiary of the Bank. 
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17 Business overview 
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As per management accounts for the period ended November 30, 2014, net 
assets of MSC amounted to Rs 52.2 million 

• Operating fixed assets consist of furniture and fixtures of Rs 1.4 million, electrical, office and 
computer equipment of Rs 1.5 million and motor vehicles of Rs 0.1 million. 

• Security deposits amounting, in aggregate, to Rs 0.8 million are placed with Pakistan 
Telecommunication Company Ltd. for bandwidth, co-location and digital cross-connect system. 

• Trade debts mainly consist of Rs 40.8 million receivable from three IBM business-related 
customers and Rs 12.5 million due from eUBS customers.  

• Advances and prepayments consist of prepayments of Rs 0.8 million and advance subscription 
against shares of PEX Ltd. of Rs 2.5 million, against which provision has been made in the 
financial statements. As per Discussion with Management, advance subscription was paid in 
2003 to PEX Ltd., a securities and exchange company owned by Mr. Nasir Ali Shah Bukhari. 
However, the company has not yet commenced its operations nor has it issued shares against 
the above subscription money. 

• The company has provided earnest money to customers of IBM-related business in accordance 
with the requirements of tender documents. Amounts of Rs 5.5 million and Rs 1 million have 
been submitted with Sui Northern Gas Pipeline Ltd. and Karachi International Container 
Terminal. Both these IBM-related contracts have been terminated due to non-availability of 
funding. 

• Cash and bank balances include cash in hand of Rs 0.05 million and bank balances of Rs 7.44 
million. Balance of Rs 6 million is deposited with the Bank. 

• Creditors, accrued and other liabilities mainly consist of Rs 11.5 million payable to Infotech in 
respect of IBM-related business and Rs 9.2 million payable to Lahore Electric Supply Company 
Ltd. for eUBS services.  

• Mr. Muzzaffar Ali Shah Bukhari has provided a loan of Rs 40 million to the company. As per 
the terms of loan agreement, dated July 21, 2014, mark-up is charged on the loan at 3M KIBOR 
+ 4%, with quarterly interest payments. The loan is repayable on the 90th day from date of 
disbursement, unless extended by Mr. Muzzaffar Ali Shah Bukhari, at his discretion. 
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18 Historical position and performance 

Balance sheet
Rupees in million 30-Nov-14 31-Dec-13

ASSETS

Non- c urre nt a sse ts

Operating fixed assets 3.0                 2.1                  

Long term security deposits 0.8                 0.8                 

Deferred tax asset -  net 28.4              28.6              

3 2 .2       3 1.5        

Curre nt a sse ts

Trade debts 58.0              11.2                

Advances and prepayments 0.8                 0.5                 

Earnest money 7.4                 -                      

Advance tax -  net 14.3               5.2                 

Cash and bank balances 7.5                 21.1                

8 8 .0       3 8 .0       

TOTAL ASSETS 12 0 .2      6 9 .5       

EQUITY  AND LIABILITIES

Sha re  c a pita l a nd re se rve s

Share capital 250.0           250.0           

Accumulated loss (197.8)           (190.6)           

5 2 .2       5 9 .4       

Non- c urre nt lia bilitie s 

Long- term security deposits 0.2                 0.2                 

Curre nt lia bilitie s 

Creditors, accrued and other liabilities 27.8              9.9                 

Short- term borrowings 40.0              -              

TOTAL EQUITY  AND LIABILITIES  12 0 .2      6 9 .5       

Source: Management Information 
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18 Historical position and performance 

MSC incurred a loss before taxation of Rs 7.2 million in 11M 2014 

Other income
Rupees in million 11M 2014 2013

Profit on bank deposits 0.8                -               

Gain on disposal 0.2                -               

1.0         -         

Operating and Administrative Expenses
Rupees in million 11M 2014 2013

Markup 1.9                     

Markup On Advance-  Kasb -                   

Bank Charges 0.2                    

Bank Charges Against  LC 0.1                     

Total 2 .2           -           

• MSC commenced marketing of certain IBM products and services in Pakistan in 2014 under an 
agreement with IBM World Trade Corporation. In 11M 2014: 

• 86.4% of sales were made to Pakistan Navy and Sui Southern Gas Company Ltd. 

• cost incurred in respect of sales made during 11M 2014 amounted to Rs 38.6 million. Rs 3.8 
million related to sales made after November 30, 2014, Rs 0.3 million related to 
documentation charges for various tenders and Rs 2.1 million has been reversed 
subsequently. 

• the company hired sales staff specifically for the IBM-related business. Cost of this staff for 
the period amounted to Rs 9.5 million while the cost of remaining staff of MSC was Rs 3.2 
million. 

• We have been informed by the Management that financial charges of Rs 2.1 million, 
incurred on loan obtained from Mr. Muzzaffar Ali Shah Bukhari, related to IBM-related 
business.  

• The company also provides networking and internet services, infrastructure support services 
and technical expertise, as required, to the Bank, KSL, KFL and NHEPL. As per Discussion with 
Management, we understand that the company provides these services at cost plus margin of 
20% to Bank and KFL and at cost plus fee of Rs 1.8 million to KSL. Financial terms for services 
to NHEPL have not been provided by Management of MSC. 

• MSC also provides coordination, reconciliation and collection services for eUBS provided by the 
Bank. It collects a ‘per bill’ charge from the utility companies and transfers a certain proportion 
to the Bank and certain other parties. However, as per Management of MSC, consequent to the 
imposition of moratorium on the Bank, eUBS services have been suspended and eUBS accounts 
of member institutions in the Bank as well as accounts of customers have been blocked. 

• MSC had entered into a service agreement with KASB Modaraba under which MSC provided 
administrative staff to the Modaraba. As per the agreement, KASB Modaraba agreed to pay a 
service charge of 9%, inclusive of 6% withholding tax, on gross invoice amount which included 
gross salary, perquisites, overtime and all statutory payments. The Management of MSC has 
informed us that KASB Modaraba terminated the agreement in February 2015. However, we 
have not been provided with the termination notice. 

Profit and loss 
Rupees in million 11M 2014 2013

IBM- related sales 45.7              

IBM- related expenses (44.8)             

0.9                 

eUBS income for the year -  gross 22.9              

Less: eUBS  share of member institutions (13.2)              

9.7                 

Networking services 12.4               

Connectivity charges (9.7)                

2.7                 

Consultancy services 2.9                 

Salaries and wages -  Modaraba (2.1)                 

0.8                 

Gross ma rgin 14 .1         

Operating and administrative expenses (20.0)             

Financial charges (2.1)                 

(2 2 .1)       

(8 .0 )        

Other operating income 1.0                  

Loss  be fore  ta xa tion (7 .0 )        

Taxation 0.2                 

Loss a fte r ta xa tion (7 .2 )        

Information not provided

Source: Management Information 
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In view of the uncertainty regarding achievability of management projections 
and the significant due diligence adjustments to net assets of MSC, we have 
adjusted the net carrying value of the Bank’s investment in the company 
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19 Valuation approach 

The Management of MSC provided us with financial projections for the period from 
2015 to 2019. Based on information provided by Management, we understand that: 

• MSC had entered into a one-year agreement with IBM World Trade Corporation 
(“IBM WTC”) under which the company marketed certain IBM products and 
services in Pakistan. This agreement expired on October 9, 2014. We have not 
been provided with an extension letter/agreement in respect of this business. 

• We have been informed that all purchases from IBM WTC are required to be 
made on cash basis. In order to meet the associated funding requirements, the 
company obtained a loan of Rs 40 million from Mr. Muzzaffar Ali Shah Bukhari at 
the rate of 3M KIBOR + 4%. 

• The company generated sales of Rs 45.6 million in 2014. However, as per 
Management Information, the company also lost a number of high-value projects 
due to non-availability of funding. These included: 

• orders from Central Depository Company of Pakistan Ltd, National Bank of 
Pakistan Ltd. and Karachi International Container Terminal Ltd. with an 
aggregate value of USD 1,339,000; and 

• two projects of Sui Northern Gas Pipelines Ltd. with an aggregate value of USD 
2,650,000.  

• In addition the company also deferred a number of projects. These included three 
projects with an aggregate value of USD 683,000. We were informed that these 
projects were deferred till first quarter of 2015. However, as per Discussion with 
Management, no progress has been made on these projects to date. 

 We would like to highlight that we have not been provided with supporting 
documents/agreements in respect of the above projects. 

Balance sheet Actual

Rupees in million 2014 2015 2016 2017 2018 2019

Non- Curre nt Asse ts

Operating fixed assets 3.0           2.8           2.5           2.0            1.5             0.9            

Long term deposits 0.8           0.8           0.8           0.8            0.8            0.8            

Deferred tax asset -  net 28.4        28.4        28.4        28.4         28.4         28.4         

3 2 .2   3 2 .0   3 1.7    3 1.2     3 0 .7    3 0 .1     

Curre nt Asse ts

Trade debts (unsecured) 65.4        69.4        66.3        63.6         65.2         66.2         

Deposits, prepayments

and other receivables 0.8           5.8           7.3           8.2            9.3            10.5          

Taxation recoverable -  net 14.3         14.3         14.3         14.3          14.3          14.3          

Cash and bank balances 7.5           0.9           42.9        89.1          139.4       200.0      

8 8 .0   9 0 .4   13 0 .8  17 5 .2  2 2 8 .2  2 9 1.0  

Tota l Asse ts 12 0 .2  12 2 .4  16 2 .5  2 0 6 .4  2 5 8 .9  3 2 1.1   

Equity

Share Capital 250.0     250.0     250.0     250.0      250.0      250.0      

Accumulated loss (197.8)     (183.6)     (155.5)     (120.4)      (77.7)        (26.4)        

5 2 .2   6 6 .4   9 4 .5   12 9 .6  17 2 .3  2 2 3 .6  

Non- Curre nt Lia bilitie s

Long- term security deposits 0.2           0.2           0.2           0.2            0.2            0.2            

Curre nt Lia bilitie s

Creditors, accrued

and other liabilities 27.8        15.8         27.8        36.6         46.4         57.4         

Short- term payables 40.0        40.0        40.0        40.0         40.0         40.0         

6 7 .8   5 5 .8   6 7 .8   7 6 .6    8 6 .4    9 7 .4    

Equity a nd Lia ba ilitie s 12 0 .2  12 2 .4  16 2 .5  2 0 6 .4  2 5 8 .9  3 2 1.2  

------------------------------------------------------------------- Forecast -------------------------------------------------------------------
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Profit and loss Actual

Rupees in million 2014 2015 2016 2017 2018 2019

IBM- related revenue 45.6         271.0       330.2      377.0      428.1       485.8      

IBM- related  cost (44.8)        (239.8)     (288.9)     (329.9)     (374.6)     (425.1)      

0.8            31.2          41.3          47.1          53.5         60.7         

eUBS income 22.9         12.4          26.7         28.8         31.1           33.6         

eUBS cost (13.1)          (7.1)            (15.3)         (16.6)         (17.9)         (19.3)         

9.7            5.3            11.4           12.3          13.3          14.3          

Networking revenue 12.4          12.4          13.0          13.7          14.4          15.1           

Networking cost (9.5)           (9.5)           (10.0)         (10.5)         (11.0)          (11.5)          

2.9            2.9            3.1             3.2            3.4            3.6            

HR consultancy income 2.9            2.9            3.3            3.8            4.4            5.0            

HR consultancy cost (2.1)            (2.2)           (2.5)           (2.9)           (3.3)           (3.8)           

0.8            0.7            0.8            1.0             1.1              1.3             

Gross ma rgin 14 .3     4 0 .1     5 6 .6    6 3 .6    7 1.3     7 9 .9    

Salary expenses (12.7)         (18.0)         (19.6)         (21.2)         (22.9)        (24.7)        

Administrative expenses (7.2)           (5.3)           (5.8)           (6.3)           (6.8)           (7.3)           

Depreciation (0.6)           (0.7)           (0.8)           (0.9)           (1.0)            (1.1)             

(2 0 .5 )   (2 4 .0 )   (2 6 .2 )   (2 8 .4 )   (3 0 .7 )   (3 3 .1)   

EBIT 3 .6      2 1.3     2 8 .5    3 9 .2    4 6 .9    5 5 .6    

------------------------------------ Forecast ------------------------------------

 The contract for HR consultancy services was terminated by KASB Modaraba in 

February 2015. 

Source: Management Information 
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In view of the uncertainty regarding achievability of management projections 
and the significant due diligence adjustments to net assets of MSC, we have 
adjusted the net carrying value of the Bank’s investment in the company 
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19 Valuation approach 

• The financial projections provided by the Management assume sales of Rs 271 
million in 2015 and forecasts sales to increase to Rs 485.8 million by 2019. 
However, as per Management, the only source of funds available to the 
company, at present, is: 

• loan from Mr. Muzzaffer Ali Shah Bukhari; and 

• funds generated from the company’s IBM-related business and eUBS and 
networking services. However, the IBM-related business incurred a loss of 
Rs 4.5 million (after adjusting for IBM staff cost and finance cost) in 11M 
2014, whereas the margins generated by the eUBS and networking services 
are relatively insignificant. 

• In the absence of a funding plan in respect of this business, it appears unlikely 
that the company will be able to achieve the level of sales envisaged in the 
financial projections. 

Taking into consideration: 

• non-availability of funds required to generate the forecast sales levels;  

• non-availability of evidence of orders/tenders on which the forecast sales level 
for 2015 is based; and 

• limited margins of the eUBS and networking services/business, 

the financial projections of MSC do not appear to be achievable. 

In view of the uncertainty regarding the achievability of management projections 
and the significant due diligence adjustments to net assets of MSC, we have 
adjusted the net carrying value of the Bank’s investment in MSC of Rs 30.8 
million. 
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Adjusted net assets of MSC
Rupees in million 30-Nov-14

Ne t a sse ts a s pe r ma na ge me nt a c c ounts 5 2 .2       

Adjustme nts

Additional income tax liability relating to IBM- related business (2.2)                

Tax refunds not supported by documentation (2.7)                

Deferred tax overstated on depreciation losses (18.0)              

Liability to pay Sindh Sales Tax (28.0)             

(5 0 .9 )      

Ne t a sse ts a fte r a djustme nt 1.3          

Source: Management Information 

Source: Management Information, 

eUBS and networking services
Rupees in million 11M 2014 HY 2013 2013*

Networking income 12.4                  7.2                 21.7          

Networking cost (9.7)                   (3.7)               (15.0)        

eUBS income -  net 9.7                    5.1                  8.3            

Margin 12.4                  8.6                 15.0          

Administrative expenses (9.5)                   (10.7)             (10.5)        

2 .9            (2 .1)         4 .5      

* Financial year of MSC was on a July to June basis prior to June 30, 2013. 

Note: Cost of sales staff of IBM- related business was adjusted from administrative expenses 

for 11M 2014. Consultancy related income and expenses were also excluded from the above 

table.
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As at November 30, 2014, approximately 77% of KFL’s funds under 
management comprised of investments made by related parties 

• KFL was incorporated in Pakistan on January 24, 2005 under the 
Companies Ordinance, 1984 as an unlisted public limited company. 

• The company is licensed to carry out ‘asset management’ and ‘investment 
advisory services’ under the Non-Banking Finance Companies 
(Establishment and Regulation) Rules, 2003 and the Non-Banking Finance 
Companies and Notified Entities Regulations, 2008 (“NBFC Rules and 
Regulations”). The objective of the company is to float and manage open-
end mutual funds and to provide investment advisory services. At present, 
KFL manages the following five open-end mutual funds: 

• KASB Income Opportunity Fund. 

• KASB Asset Allocation Fund. 

• KASB Islamic Income Opportunity Fund. 

• KASB Cash Fund. 

• Crosby Dragon Fund. 

• The Bank holds 43.89% shareholding in KFL. The other major shareholder 
is KASB Corporation Ltd. which holds approximately 46% shareholding in 
KFL.  

• The Bank acquired the investment in KFL consequent to the merger with 
KASB Capital Ltd. in 2008. The Bank applied the “purchase method” of 
accounting for the business combination under IFRS 3 and recorded the 
investment at Rs 432.3 million. However, in subsequent years, the Bank 
made cumulative provision of Rs 370.2 million against this investment. 
Accordingly as at November 30, 2014, the carrying value (net of provision) 
of the Bank’s investment in KFL amounted to Rs 62.1 million. 

 

 

 
62 

KASB Bank Limited 

20 Business Overview 

Source: Management Information 

KASB Asset Allocation Fund 

Front -end Load: 2. % of the Offer Price. In case 
conversion is requested into the fund from another fund 
under the management of KFL 0.50% of NAV. 

Back-end Load: Nil 

KASB Islamic Income Opportunity Fund 

Front -end Load: 1.00 % of the Offer Price. In case 
conversion is requested into the fund from another fund 
under the management of KFL 0.50% of NAV. 

Back-end Load: Nil 

KASB Cash Fund  

Front -end Load: 1% of the Offer Price. In case 
conversion is required into the Fund from another fund 
under the management of KFL 0.50% of NAV. 

Back-end Load: Nil 

Crosby Dragon Fund 

Front -end Load: up to 2. % of the NAV. 

Back-end Load: Nil 
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Proposed merger between KFL and Pak Oman Asset 
Management Company Limited 

As per Management Information, the Board of Directors of KFL approved 
the merger of KFL with Pak Oman Asset Management Company Limited 
(“POAMCL”) in April 2014.  

However, we have been informed by the Management that the Board of 
Directors of KFL and POAMCL decided to abandon the merger in 
February 2015.  

Summary of Funds under Management

 Rupees in million 

 Category of  

open-end 

fund 

 FuM as 

at

30-Nov-14 

 Basis of 

management 

fee* 

KASB Income 

Opportunity Fund

Aggressive 

Income

261.4            2.0% 242.2           92.7%

KASB Asset Allocation 

Fund 

Asset Allocation 305.2           2.0% 289.5           94.9%

KASB Islamic Income 

Opportunity Fund

 Islamic 

Aggressive 

Income

266.8           1.5% 136.8            51.3%

KASB Cash Fund Money Market 346.8           0.8% 212.8            61.4%

Crosby Dragon Fund Equity 153.8            2.0% 141.2             91.8%

1,3 3 4 .0  1,0 2 2 .5  7 6 .6 5 %

*per annum of the average annual net assets of the Fund.

 Related party 

investment in own 

funds as at 30-Nov-14 

In addition to the above FuM, specially managed accounts under the management of KFL

amounted to Rs 58.6 million as at November 30, 2014.
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As per management accounts for the period ended November 30, 2014, net 
assets of KFL amounted to Rs 124.9 million  
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21 Historical position and performance 

• The NBFC Rules and Regulations specify the minimum equity requirement for NBFCs. Based 
on these requirements, the minimum equity (free of losses) required for carrying out 
‘investment advisory’ and ‘asset management services’ as at November 30, 2014 amounts to Rs 
230 million. However, as at November 30, 2014, KFL’s equity amounted to Rs 124.9 million. 
In addition, the company had obtained a subordinated loan of Rs 75 million. 

• The subordinated loan of Rs 75 million was received from Mr. Muzzaffar Ali Shah Bukhari 
(6.2% shareholder of KFL). The loan is interest-free and is required to be repaid within three 
years or as both parties may agree. As per the agreement, the loan is subordinate to all other 
payment obligations of KFL due to financial institutions and banking lenders and may be 
converted to secured debt obligation or equity instrument, subject to fulfilment of requisite 
corporate and regulatory formalities. 

• Other liabilities include an amount of Rs 15.2 million payable to House Building Finance 
Corporation (“HBFC”) in respect of a suit filed by HBFC against KFL and KASB Income 
Opportunity Fund (previously AMZ Plus Income Fund). A corresponding receivable is also 
appearing in other receivables in respect of indemnity from AMZ Asset Management Company 
Ltd. in the situation that the case is decided against KFL and the fund.  

• The remaining assets, other than tax refundable and deferred tax, consist mainly of: 

• Investment in units of funds under management of Rs 107.6 million, non-performing TFCs 
of Agritech Limited, Azgard Limited and Trust Investment Bank Limited with an aggregate 
book value of Rs 14.2 million and shares in Agritech Ltd. at book value of Rs 3.6 million. 

• Management rights in respect of Crosby Dragon Fund amounting to Rs 6.3 million.  

• Loan provided to an employee, Mr. Hussain Khoja, of Rs 3.9 million and advance given to 
Ahmed & Qazi, advocates, of Rs 1.9 million. 

• Due from “funds under management” consists mainly of management fee receivable of Rs 
2.2 million.  

• Break-up and working of deferred tax asset – net as at November 30, 2014 has not been 
provided by Management. 

Source: Management Information 

Other Receivables

Rupees in million Fund Name

Front end load receivable  KASB Islamic Income 

Opportunity Fund 

0.1               

Receivable in respect of expense 

paid on behalf of fund 

 KASB Liquid Fund 0.1               

Receivable in respect of expense 

paid on behalf of fund 

 KASB Asset Allocation 

Fund 

0.1               

Formation cost receivable  KASB Capital Protected 

Gold Fund 

0.1               

0 .4       

Management Fee Receivable

Rupees in million

KASB Income Opportunity Fund 0.4                  

KASB Islamic Income Opportunity Fund  0.5                  

KASB Asset Allocation Fund  0.5                  

KASB Cash Fund 0.5                  

Crosby Dragon Fund 0.3                  

2 .2          
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Balance sheet
Rupees in million 30-Nov-14 31-Dec-13

ASSETS

Property and equipment 1.4                  1.4                  

Intangible assets 6.3                 6.4                 

Long term security deposits 0.4                 0.4                 

Long term loan 2.7                 1.7                  

Deferred tax asset -  net 34.1               34.4              

Non- c urre nt a sse ts 4 4 .9       4 4 .3       

Loans and advances 5.2                 2.8                 

Prepayments and other receivables 22.6              27.1               

Due from funds under management 2.6                 5.6                 

Investments 125.4            51.9               

Taxation-  net of provisions 14.0               25.6              

Cash and bank balances 11.5                1.6                  

Curre nt a sse ts 18 1.3      114 .6      

Tota l a sse ts 2 2 6 .2     15 8 .9      

LIABILITIES

Curre nt lia bilitie s

Accrued expenses and other liabilities (26.3)             (27.8)             

Non- c urre nt lia bilitie s

Subordinated loan (75.0)             -         

Ne t a sse ts 12 4 .9      13 1.1       

EQUITY

Issued, subscribed and paid- up share capital 321.8            321.8            

Less :discount on issue of right shares (36.8)             (36.8)             

Accumulated loss (160.1)            (153.9)           

Equity 12 4 .9      13 1.1       
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KFL incurred a loss of Rs 6.2 million in 11M 2014 
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21 Historical position and performance 

Source: Management Information 

Profit and loss
Rupees in million 2014 Dec-2014 11M 2014 2013

Re ve nue

Management fee 36.8      2.1                34.7             36.3        

Load income 1.9          0.1                1.8                 1.7            

Advisory income (0.1)        1.1                 (1.2)               14.2         

Unrealised gain / (loss) on revaluation 

of investments (2.2)       1.6                (3.8)              0.4           

Net realized gain on sale of available 

for sale investments 9.4         0.2               9.2                11.2          

Mark- up income on sukuks -        -              -               1.9            

Mark- up income on bank deposit 0.6         0.2               0.4                0.3           

Other income 1.0          -              1.0                 7.7           

4 7 .4  5 .3        4 2 .1       7 3 .7   

Expe nse s

Administrative expenses 56.5      8.6               47.9             62.1         

Impairment loss on intangible asset -        -              -               3.0           

Provision for impairment in value 

of available for sale investment -        -              -               6.8           

Financial charges -        -              -               0.6           

56.5      8.6               4 7 .9      7 2 .5   

P rofit /  (loss) be fore  ta xa tion (9 .1)   (3 .3 )       (5 .8 )       1.2      

Ta xa tion

Current -        -              (0.4)              0.7           

Prior -        -              -        0.5           

Deferred -        -              -        35.2        

Loss a fte r ta xa tion (9 .1)   (3 .3 )       (6 .2 )       (3 5 .2 )  

For presentation purposes only.

• The break-up of management fee is given below: 

 

 

 

 

 

 

 

• We have been informed by the Management that bonus of Rs 0.4 million was paid in 
11M 2014 as compared to bonus of Rs 1.2 million paid in 2013. The reason for decrease 
in remaining administrative expenses was not provided by Management. 

• Expenses include costs incurred by KFL in respect of the proposed acquisition of Pak 
Oman Asset Management Company Ltd. These expenses consist of legal advisor fee of 
Rs 3 million, cost of newspaper notices of Rs 0.4 million and fee paid to Competition 
Commission of Pakistan of Rs 0.2 million. 

• Based on Discussions with Management of KFL, we understand that units of “funds 
under management” are sold mainly through direct sales team. Sales are also made 
through distributors and the Bank. 

Management fee

Rupees in million 2014 Dec-2014 11M 2014 2013

KASB Income Opportunity Fund 9.5         0.4               9.1                 10.7       

KASB Asset Allocation Fund 6.7         0.6               6.1                 6.3         

Crosby Dragon Fund 3.3         0.2               3.1                 3.2         

KASB Islamic Income Opportunity Fund 9.1          0.6               8.5                5.9         

KASB Cash Fund 8.2         0.3               7.9                10.2       

36 .8  2 .1         3 4 .7      36 .3  

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Source: Management Information 
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Purchase consideration for acquisition of entire shareholding in IGI Funds 
Ltd. was approximately equal to net assets of IGI Funds Ltd. 

• The Bank provided us with financial projections of KFL. These projections were developed on the assumption that the proposed merger between KFL and 
POAMCL would be consummated. However, after the announcement of cancellation of merger between KFL and POAMCL, we requested the 
Management of the Bank to provide us with revised financial projections of KFL on a stand-alone basis. These financial projections have not been 
provided to us. 

• In the absence of financial projections of KFL, we considered using the market approach to determine the indicative valuation of KFL.  

• In this connection, we considered the recent transaction relating to acquisition of entire shareholding of IGI Funds Limited by Alfalah GHP Investment 
Management Limited. In addition, we also considered the basis of determination of “swap ratio” for the proposed merger of KFL and POAMCL. 

KASB Bank Limited 

22 Valuation approach 
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 Acquisition of IGI Funds Ltd. 

• As per the consolidated financial statements of IGI Investment Bank 
Limited (“IGI Bank”) for the year ended June 30, 2014, IGI Bank entered 
into a share purchase agreement with Alfalah GHP Investment 
Management Ltd. (“Alfalah GHP”) on May 22, 2013 whereby the entire 
shareholding of IGI Funds Ltd. (“IGI Funds”) was acquired by Alfalah 
GHP. The sale was approved by the shareholders of IGI Bank in the 
extraordinary general meeting held on May 27, 2013. 

• Based on the notice of the above extraordinary general meeting sent to 
shareholders of IGI Bank, the consideration for sale of shares amounted 
to Rs 175 million. However, the price was subject to adjustment on the 
basis of movement in the following balances from September 30, 2012 to 
the closing date of the transaction: 

• Cash and bank balances. 
• Investments. 
• Net receivables comprising of deposits, prepayments and other 

receivables. 
• Balance due from open-end funds managed by IGI Funds. 
• Accrued expenses and other liabilities. 

 Rupees in million 

 FuM as at

30-Sep-12 

IGI Stock Fund 211.7                       178.2                      84.2%

IGI M oney M arket Fund 3,100.0                   721.3                      23.3%

IGI Income Fund 1,129.0                    502.1                      44.5%

IGI Islamic Income Fund 241.1                       207.6                     86.1%

IGI Aggressive Income Fund 813.8                      729.5                     89.6%

5,495.6         2 ,338.7         42.56%

 Related party FuM as at 

30-Sep-12* 

*Related party FuMs have been obtained from the financial statements of the above mutual funds. 
Source: Public Information, AFF Analysis 

• The net assets of IGI Funds as at September 30, 2012, disclosed in the 
above notice, amounted to Rs 174.005 million.  

• Pursuant to an order of SECP under section 282L of the Companies 
Ordinance, 1984, IGI Bank disposed off its shareholding in IGI Funds 
effective from October 15, 2013. Due to movement in the aforesaid items 
from September 30, 2012 to October 14, 2013, the final sale consideration 
amounted to Rs 199.753 million.  

• IGI Bank recorded a gain of Rs 8.9 million in its consolidated financial 
statements for the year ended June 30, 2014 in respect of the above 
transaction.  

• The FuM of IGI Funds Limited, as at September 30, 2012, are 
summarised below: 
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Use the divider control box below to 
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KASB Bank Limited 

22 Valuation approach 

Source: Management Information 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
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• The factors considered in the determination of indicative valuation of KFL 
included the following: 

• Transaction involving the acquisition of IGI Funds Limited by Alfalah GHP 
Investment Management Limited.  

• Significant decline in KFL’s Funds under Management from Rs 2,884.4 
million as at December 31, 2013 to Rs 1,204.6 million as at February 26, 2015. 
In addition, composition of FUM held by related parties increased from 47.0% 
as at December 31, 2013 to 79.8% as at February 26, 2015. 

 

 

 

 

 

 

 

 

 

 

 

• Based on Management Information, we understand that the “swap ratio” for 
the proposed merger of KFL and POAMCL was determined on the basis of net 
assets of these entities. 

 

Source: Management Information 

Indicative value of Bank’s investment in KFL amounts to Rs 21 million 

• As net assets represent a “controlling interest” level of value, we 
considered application of appropriate discounts to arrive at an 
indicative valuation for the Bank’s investment in KFL on a non-
marketable minority basis.  

• The calculation of indicative value of Bank’s investment in KFL is 
summarised below: 

 

Rupees in million

Net assets of KFL (after due diligence adjustments) as at

November 30, 2014 65.9          

Discount for lack of control 9.09%

Estima te  of va lue  (Ma rke ta ble  minority ba sis) 5 9 .9

Discount for lack of marketability 20.00%

Estima te  of va lue  (Non- ma rke ta ble  minority ba sis) 4 7 .9

Indic a tive  va lue  of Ba nk's 4 3 .8 9 % sha re holding in KFL 2 1.0

Calculation of indicative value of Bank's investment in KFL

Source: AFF Analysis 

Rupees in million 31-Dec-13 31-Mar-14 30-Jun-14 30-Sep-14 30-Nov-14 26-Feb-15

KASB Bank Ltd. 945.5            848.1             852.4            884.4           

KASB Funds Ltd. 97.5               113.0              106.1              107.7            

KASB Modarba -                 57.2               28.3               28.6              

KASB Invest (Pvt.) Ltd. -                 -                 100.2             0.1                  

Directors and employees 1.9                   1.7                   3.8                  1.5                  

KASB Securities Ltd. 207.4            161.6              165.1              -                

Other related parties 232.2            125.5             -                 -                

FuM held by related parties 1,3 5 4 .7  1,4 8 4 .5  1,3 0 7 .1   1,2 5 5 .9  1,0 2 2 .3  9 6 1.5      

FuM held by others 1,529.7        1,290.8        1,390.9        1,057.3        311.7             243.1            

Tota l FuM 2 ,8 8 4 .4  2 ,7 7 5 .3  2 ,6 9 8 .0  2 ,3 13 .2  1,3 3 4 .0  1,2 0 4 .6  

47.0% 53.5% 48.4% 54.3% 76.6% 79.8%

Information not provided

Related party FuM as a% of 

total FuM
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1 Agreement 

Divider 

Use the divider control box below to 
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Use the divider control box below to 
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Use the divider control box below to 
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provided below. 
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Use the divider control box below to 
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Use the divider control box below to 
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Type ‘Divider’ in the control box 
provided below. 
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Use the divider control box below to 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Agreement 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
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Use the divider control box below to 
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Smart ribbon. 
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To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Agreement 

Use the divider control box below to 
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provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Agreement 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Agreement 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Glossary Appendices KASB Funds My Solutions Shakarganj Food KASB Securities KASB Bank Executive summary 

DIS
PLA

YED U
NDER C

OURT O
RDER



March 16, 2015 Confidential Information for the sole benefit and use of AFF’s Client. 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Agreement 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Agreement 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Agreement 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Agreement 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Chenab 

Limited 

3.60      10.00    10.00    10.00    460.00 55.49   549.09 Based on discussion with M anagement of the Bank, recovery suit was filed 

against the customer during 2013 in High Court of Lahore, which is pending. 

Based on discussion, we understand that the Bank has jo int pari passu charge 

over all present and future current assets of the company.

The M anagement informed us that several proposals were submitted by the 

customer for settlement. However the settlement did not materialise as the 

settlement amounts were low. However, the Bank is considering latest proposal 

submitted by the customer. We have not been provided with details of this 

proposal. The Bank is looking for case to proceed at an advanced level so that 

the Bank can negotiate on its own terms.

The recovery pro jections by the Bank are based on Bank's expectation of 

Court's decision of the case and ongoing considerations on proposal submitted 

by the customer. Key financial information of company is summarised below.

-        -        -        -        -        -        -        

Considering the nature of the collateral and in the absence of information on the 

settlement proposal, recoveries have not been assumed from this customer.

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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2 Projected recoveries on loans and advances 

Divider 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Selected key financial 

information  

(Rupees in million) 

June 30, 2014 

(Audited) 

1st Quarter 

Ended 

September 30, 

2014 

(Unaudited) 

Loss after tax 399 118 

Operating cash flow 72 (42) 

Equity (4,782) (4,896) 

Long term and short term debt 11,367 11,453 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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2 Projected recoveries on loans and advances 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

IKM A Builders 

& Developers

5 5 10 10 10 440.5 480.5 Based on discussion with M anagement of the Bank, recovery suit was filed 

during 2012 in High Court of Sindh. The case has been decreed in Bank's favor 

during 2014 and  the Bank filed execution in 2014. 

Based on discussion, we understand that the Bank has availed benefit in respect 

of equitable mortgage over 11 properties. FSV of these properties amount to  Rs 

306.65 million based on the valuation carried out in 2014. However, due to non-

availability of documents such as permission to mortgage, mortgage deed, 

M ODTD, we have recommended provision against benefit availed in respect of 7 

properties. FSV of these properties amount to  Rs 217.74 million. The 

M anagement informed us that the Bank entered into negotiation with the 

customer for an out of Court settlement. The customer wanted to get some 

properties released from the Bank and was willing to attach other properties for 

settlement of his exposure. However, this proposal is no longer valid.

The recovery pro jections by the Bank are based on Court's decision of the case.

In the absence of information, recoveries have not been assumed from this 

customer.

-        -        -        -        -        -        -        

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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2 Projected recoveries on loans and advances 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 

Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Azgard Nine 

Limited

    25.00     25.00     25.00     25.00   254.00             -   354.00 The customer obtained consortium financing from various banks.

Based on discussion, we understand that the Bank has pari pasu charge on land, 

building and plant and machinery of the customer. 

The M anagement informed us that a rehabilitation proposal was given by the 

customer to all banks in which it had shown its intention to settle the outstanding 

exposure. 

According to the proposal; (a) the customer was willing to sell its spinning and 

weaving units and utilise the proceeds:

- either in payment of 15% principal and 10% markup to every bank. Banks to waive 

rest of the principal and markup; or 

- payment of 10% markup and bank to waive rest of markup. Principal repayment 

would be made either by issuing TFCs or shares of the company.

(b) those banks who do not choose option (a) would be given 10 year repayment 

plan by the customer. 

Bank's recovery pro jection are based on rehabilitation proposal given by the 

customer. However, subsequetly the M anagement has informed us that the 

above proposal is no longer valid.

            -               -               -               -               -               -   -        

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Azgard Nine 

Limited

We have not been provided with alternative source of Bank's expectation of 

recovery pro jections. Key financial information of the Company is summarised 

below:

In the absence of rehabiliation proposal and considering the weak financial 

position of the company, recoveries have not been assumed  from this 

customer.

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------
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2 Projected recoveries on loans and advances 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Selected key 

financial 

information  

(Rupees in 

million) 

June 30, 

2014 

(Audited) 

1st Quarter 

Ended 

September 30, 

2014 

(Unaudited) 

Loss after tax 2,125 138 

Operating cash 

flow 

178 (294) 

Equity (748) (1,141) 

Long term and 

short term debt 

11,962 11,984 

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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KASB Bank Limited 

2 Projected recoveries on loans and advances 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 

Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

M axco 

(Private) 

Limited

40.11     55.65   73.77   83.01    94.70   -        347.24 Based on discussion with M anagement of the Bank, outstanding exposure in 

respect of this customer was restructured in 2013. However the customer 

subsequenly defaulted. 

The M anagement informed us that the Bank is in the process of filing recovery 

suit against this customer along with all o ther banks in the consortium. 

Based on discussion, we understand that the Bank has charge over land and 

building and plant and machinery of the customer.

 

The M anagement has informed us that the entire plant and machinery of M axco 

(Private) Limited is under charge. However, two previous auctions were 

unsuccessful and no bid was received. 

The recovery pro jections are based on the Bank's expectation that all banks will 

sell the factory to recover their outstanding balances.

Considering the above information including in respect of the unsuccessful 

auction of the factory, recoveries have not been assumed from this customer.

-        -        -        -        -        -        

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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2 Projected recoveries on loans and advances 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 

Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Dandot 

Cement 

Company 

Limited

-        36.00   252.00  -        -        -        288.00  Based on discussion with M anagement of the Bank, recovery suit was filed 

during 2009 in High Court of Lahore, which is pending. 

Based on discussion, we understand that the Bank has charge over plant and 

machinery of the customer.

Based on information available from financial statements for year ended June 

30, 2014, operations were suspended in 2012 dueto weak financial condition. 

However, the M anagement successfully revived operations in December 2013 

after it arranged a loan. Dandot Cement is operating at 32% capacity utilisation 

and incurred net loss of Rs 527 million. The sponsors of the company are 

making efforts to  inject more capital in the company.

However, we have not been provided with details of sponsors/investors of the 

company and the source of funding to increase the capacity utilisation of the 

plant.

The recovery pro jections are based on Bank's expectation of  company's 

management to be able to arrange funds and increase the capacity utilization of 

the plant.

-        -        -        -        -        -        -        

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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2 Projected recoveries on loans and advances 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Selected key financial 

information  

(Rupees in million) 

June 30, 2014 

(Audited) 

1st Quarter 

Ended 

September 

30, 2014 

(Unaudited) 

Loss after tax 527 80 

Operating cash flow (284) (17) 

Equity (3,255) (3,326) 

Long term and short term debt 2,610 2,617 

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 

Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Dandot 

Cement 

Company 

Limted

-        36.00   252.00 -        -        -        288.00 Key financial information of the company is summarised below:

Considering the weak financial position of the company, and absence of 

information, recoveries have not been assumed from this customer.

-        -        -        -        -        -        -        

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 
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2 Projected recoveries on loans and advances 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Reshma 

Power 

Generation 

(Private) 

Limited

100.00  100.00  70.00   -        -        -        270.00 Based on discussion with M anagement of the Bank, the customer was 

rescheduled during 2014. The agreement was made on 20 M ay 2014 under which 

the concerned party agreed to pay:

-  Rs 60 million in 4 equal installments of Rs 15 million in  year 1.

-  Rs 120 million in 3 equal installments of Rs 40 million in year 2.

-  Rs 169 million in 3 equal installments of Rs 56 million in year 3.

Based on discussion, we understand that the customer pertains to Haier group 

and has already repaid first 2 installments amounting, in aggregate, to  Rs 30 

million. 

The recovery pro jections by the Bank are based on performance of the 

customer after restructuring its financing. However, we have not been provided 

with the reason for difference in pro jections and installments as per the 

agreement. 

Accordingly,  recovery assumptions were revised on the basis of the 

restructuring terms.

70.00   136.33  112.66   -        -        -        318.99  

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Colony 

Industries

87.00   75.00   2.00      2.00      75.00   -        241.00  Based on discussion with M anagement of the Bank,  recovery suit has not been 

filed against the customer. Account was partially classified in 2009 and in 2012. 

Based on discussion, we understand that the Bank has shares of Colony Textile 

M ills and Colony Sugar M ills pledged as security.

As per accounts for third quarter ended M arch 31, 2014, Colony Textile M ills 

booked net loss of Rs 225 million. The net operating cash flow of the company 

was Rs 342 million.

As per accounts for year ended September 30, 2014, Colony Sugar M ills booked 

net loss of Rs 127 million and net operating cash flow of the company was Rs 

540 million.  

Based on information available on ksestocks.com, the trading value of the 

pledged shares was low during the period ended November 30, 2014.

The M anagement informed us that the Bank restructured the exposure during 

2014 and the restructuring proposal has been submitted to SBP for its approval. 

However, we have not been provided with the details of restructuring proposal.

The recovery pro jections assumed by the Bank are based on Bank's expectation 

of SBP's approval of restructuring.

Considering the low trading volume, weak financial position and absence of 

information regarding the restructuring proposal, recoveries have not been 

assumed from this customer.

-        -        -        -        -        -        -        

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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Use the divider control box below to 
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Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
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Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Arif A li Shah 

Bukhari

248.77 -        -        -        -        -        248.77 Based on discussion with M anagement of the Bank, recovery suit has not been 

filed by the Bank.

Based on discussion, we understand that the Bank has mortgage over Industrial 

property and open land. FSV of industrial property and open land amounted, in 

aggregate, to  Rs 309.537million, The FSV was carried out in M arch 2014. 

The M anagement informed us that the Bank is fo llowing up with the customer 

for settlement and settlement proposal has been submitted to SBP for approval. 

The M anagement informed us that the customer had earlier been restructured 

and did not comply with restructuring terms.

Considering absence of information including in respect of the restructuring 

proposal recoveries have not been assumed from this customer. 

-        -        -        -        -        -        -        

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
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2 Projected recoveries on loans and advances 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Byco 

Petro leum

35.26   45.34   46.56   48.60   6.38        -    182.14   Based on discussion with M anagement of the Bank, recovery suit has not been 

filed against the customer.

The M anagement informed us that, during 2012, Habib Bank Limited (as the lead 

Bank) restructured overall principal exposure to term finance facility. 

Customer has already started payments to lead bank as per the retructuring 

agreement. However, payments to other banks, including KASB Bank, will 

commence from June 2015. 

35.26 45.34 46.56 48.6 6.38   -    182.14

Agro Oil                     50.00   40.00   40.00   40.00   33.47   -        203.47 Based on discussion with M anagement of the Bank, recovery suit was filed 

during 2009 in High Court of Sindh. The proceedings are at as advanced stage, 

however decree has still not been issued.

Based on discussion, we understand that the Bank has mortgage on industrial 

land and residential property of customer. FSV of the industrial and residential 

property amounted to Rs 75 and Rs 66 million, respectively. The FSV of these 

properties was carried out in M arch 2013 and February 2014, respectively.

The M anagement informed us that the customer is trying for out of court 

settlement and has submitted several proposals to the Bank. However, the Bank 

has rejected all proposals. 

The recovery pro jections are based on Bank's expectation of Court's decision 

of the case and any out of court settlement.

Recoveries have been revised from this customer.on the basis of the FSV of 

mortgaged properties.

-        141.00   -        -        -        -        141.00   

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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provided below. 
Click the Divider command on the 
Smart ribbon. 
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Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Salman Taseer 99.40   100.00   -    -    -    -   199.40  Based on discussion with M anagement of the Bank, recovery suit was filed 

during 2012 in High Court of Sindh, which is pending. 

Based on discussion, we understand that the Bank has pledged shares of three 

companies i.e. First Capital Securities Corporation Limited, First Capital Equity 

Securities Limited, M edia Times Limited and units of First Capital M utual Fund. 

Based on quarterly accounts for quarter ended September 30, 2014, First Capital 

Securities Corporation booked net loss of Rs 3.2 million with net operating cash 

flow of Rs 1.3 million. 

Based on financial statements for year ended June 30, 2013, First Capital 

Equities Limited booked net loss of Rs 177 million with negative operating cash 

flow of Rs 72.2 million.

Based on accounts for quarter ended September 30, 2014, M edia Times Limited 

booked net loss of Rs 53 million with net operating cash flow of Rs 3.6 million. 

The M anagement informed us that the Bank has submitted application to the 

Court for blanket approval to  sell shares pledged with the Bank and the Bank is 

hopeful that shares will be sold once it has obtained approval from Court.

The recovery pro jections are based on Bank's expectation of Court's decision 

of the case and blanket approval from Court.

Based on information available on ksestocks.com, shares of First Capital 

Equities Limited and First Capital Securities Corporation have low trading 

volumes. 

In view of the above information, we have assumed recoveries to the extent of 

market value of shares of M edia Times Limited and units of First Capital M utual 

Fund as at December 31, 2014.

-        23.00    -    -    -    -   23.00   

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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Party Name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

City Textile 

(Pvt) Ltd

50.00   130.76   -    -    -    -   180.76  Based on discussion with M anagement of the Bank, recovery suit was filed 

during 2009 in High Court of  Lahore. Consent decree in favor of the Bank was 

given during 2014 and the Bank has also filed execution in 2014. 

Based on discussion, we understand that the Bank has security structure 

consisting of jo int pari passu charge on current assets of the company, 

mortgage on properties, first exclusive charge on fixed assets of the company 

and  jo int paripassu charge over present and future fixed assets of company. 

The M anagement informed us that the customer has sold its property for Rs 55 

million, out of which Rs 15 million has been paid to the Bank and the remaining 

amount of Rs 40 million is payable. Due to the moratorium on the Bank, buyer of 

the property cannot make further payment to customer as his bank account is in 

the KASB Bank . 

The recovery pro jections are based on Bank's expectation of case and 

customer's intention to repay once moratorium is lifted.

Considering the weak security structure, recoveries have not been assumed for 

this customer. However we have assumed recovery of Rs 40 million relating to 

proceeds of property so ld by the customer.

40.00   -         -    -    -    -   40.00   

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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Party name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Nazir Rice 

M ills (Pvt) 

Limited

 -   167.24   -    -    -    -   167.24  Based on discussion with M anagement of the Bank, recovery suit was filed 

during 2013 in High Court, Lahore. The case has been decreed in favor of the 

Bank. Based on discussion, we understand that the Bank has mortgage over 

fixed assets of the company i.e. agricultural land. FSV of the land amounted to 

Rs 301.8 million. The FSV was carried out in October 2014. The recovery 

pro jections are based on Bank's expectation of Court's decision of the case. 

 -   167.24   -    -    -    -   167.24  

Patel Food 20.00   20.00   20.00   20.00   35.01       -     115.01    Based on discussions with the M anagement of the Bank, we understand that the 

Bank filed recovery suit during 2010 in High Court of Sindh and also submitted an 

application to SBP to refer the case to NAB, which SBP has accepted. 

However, these proceedings are pending. Based on discussion, we understand 

that the Bank has mortgage over industrial property of the customer. FSV of this 

industrial property amounts to Rs 236.5 million. This FSV was carried out in April 

2013.

As per discussion with M anagement of the Bank, the case is at an advanced 

stage and the customer has acknowledged the liability in court. The recovery 

pro jections are based on Bank's expectation of Court's decision of the case.

20.00   20.00   20.00   20.00   35.01       -     115.01    

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 

Glossary Appendices KASB Funds My Solutions Shakarganj Food KASB Securities KASB Bank Executive summary 

DIS
PLA

YED U
NDER C

OURT O
RDER



March 16, 2015 Confidential Information for the sole benefit and use of AFF’s Client. 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

97 

KASB Bank Limited 

2 Projected recoveries on loans and advances 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Party name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Amtex Limited 20.89   30.90   29.08   20.90   20.90    -   122.68  Based on discussion with M anagement of the Bank, recovery suit was filed 

during 2011 in High Court, Lahore. Consent decree was given in Bank's favor and 

Bank filed for execution in 2015. 

Based on information provided, we understand that the Bank has jo int pari pasu 

charge over all present and future current assets of the company.

The M anagement informed us that after consent decree was given in favor of 

the Bank, the customer approached the Bank for an out of court settlement, 

which was accepted. We have not been provided with details of this settlement. 

However, the settlement did not materialise and the Bank filed for execution in 

the High Court, Lahore. 

The recovery pro jections are based on Bank's expectation of Court's decision 

of the case.

Considering the nature of the collateral and in the absence of information on the 

settlement proposal, recoveries have not been assumed from this customer.

-        -        -        -        -         -   -        

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 

Glossary Appendices KASB Funds My Solutions Shakarganj Food KASB Securities KASB Bank Executive summary 

DIS
PLA

YED U
NDER C

OURT O
RDER



March 16, 2015 Confidential Information for the sole benefit and use of AFF’s Client. 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

98 

KASB Bank Limited 

2 Projected recoveries on loans and advances 

Use the divider control box below to 
make the slide title appear in your 
primary TOC and section TOCs. 
 
Please follow these steps: 
Type ‘Divider’ in the control box 
provided below. 
Click the Divider command on the 
Smart ribbon. 
Enter the text that you’d like to appear 
in the TOCs and select a divider level. 
Click Update. The slide title should now 
appear on all TOCs. 
 
To remove the slide title from your 
TOCs, delete the ‘Divider’ text from the 
divider control box and hit Update. 

Party name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Gulistan Textile 

M ills Limited

 -   32.20   25.00   25.00   32.20    -   114.40   Based on discussion with the M anagement of the Bank recovery suit was filed 

during 2013 in High Court of Sindh. In addition, UBL has also filed winding-up 

petition against the customer.

Based on information provided, the Bank has secured leased assets by applying 

to the court to  get preferential treatment at the time of winding-up settlement. 

However, the customer has filed a plea under article 10 - A of the Constitution of 

Pakistan. Therefore, proceedings are pending. The recovery pro jections are 

based on Bank's expectation of Court's decision of the case.

Due to the uncertainty associated with recoveries from the customer due to 

litigation proceedings, the assumptions were revised and recoveries have not 

been assumed.

-        -        -        -        -         -   -        

Agri Farm 

Services    

15.00    30.00   27.98   28.02   22.98      -     123.98  Based on discussion with the M anagement of the Bank, recovery suit was filed 

during 2011 in High Court of Lahore, which is still pending. 

Based on information provided, the collateral comprises of pledge of chemical 

stocks and mortgage over commercial property in M ultan, which has FSV of Rs 

11.22 million as at M arch 2014. However, we have not been provided with details 

of pledged stock.

The recovery pro jections are based on  Bank's expectation of Court's decision 

of the case.

In the absence of information, recoveries equivalent to  FSV of mortgaged 

commercial property have been assumed.

11.22     -        -        -        -           -     11.22     

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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Party name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Sayyed 

Engineering

24.88   18.00    24.07   30.00   36.00      -     132.95  Based on discussion with M anagement, recovery suit has not been filed by the 

Bank. 

The M anagement informed us that the Bank has restructured the facilities in 

October 2012. As per restructuring agreement, Bank has converted principal and 

markup of running finance facility to demand finance I and II, respectively. 

Payments for demand finance I commenced from January 1, 2014 and payments 

for demand finance II will commence from July 1, 2020.

As per restructuring agreement, the customer will pay monthly installments as 

fo llows:

12.00    18.00    24.00   30.00   36.00   21.00    141.00   

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Year Amount of monthly 

installment 

(Rupees in million) 

2014 0.75 

2015 1 

2016 1.5 

2017 2 

2018 2.5 

2019 3 

2020 3.5 

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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Party name Comments

2015 2016 2017 2018 2019 2020 Total 2015 2016 2017 2018 2019 2020 Total

Sayyed 

Engineering

The M anagement has informed us that the customer has started making 

payments for demand finance I as per the agreement. 

The recovery projections by the Bank are based on regular payments by the 

customer.

Considering the restructuring agreement and regular payments by the customer, 

recoveries have been assumed in accordance with the restructuring terms.

Recoveries assumed by Bank

--------------Rupees in million--------------

Revised assumptions

--------------Rupees in million--------------

Recoveries of Rs 100 million and above against non-performing loans 
assumed by Bank’s management in financial projections 
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Value of shares in KSE has been determined on the basis of break-up value as 
at September 30, 2014 of Rs 10.17 

• We understand that 4,007,383 shares in Karachi Stock Exchange Ltd. 
(“KSE”) were allotted to KSL under the terms of the Stock Exchange 
(Corporatization, Demutualization and Integration) Act, 2012 
(“Demutualisation Act”). Under the demutualisation process, KSE was 
converted from a company limited by guarantee to a company limited by 
shares and equal number of shares and a ‘Trading Rights Entitlement 
Certificate’ (“TREC”) was issued to each membership card holder of KSE. 

• The carrying value of the membership card of KSE at the time of receipt of 
the above shares and TREC was Rs 4.95 million. In the absence of an active 
market for the shares of KSE and TREC, the Management of KSL allocated 
the carrying value of the membership card of KSE between shares 
(financial asset) and TREC (intangible asset) in the ratio of 73% and 27% 
on the basis of face value of ordinary shares of KSE (approximately Rs 40.1 
million) and the notional value of TREC of Rs 15 million assigned by KSE 
for base minimum capital requirement purposes. Consequently, the 
proportionate carrying value of Bank’s investment in shares of KSE 
amounted to Rs 3.6 million. 

• In accordance with the Demutualisation Act, 60% of KSL’s investment in 
KSE (i.e. 2,404,430 shares) are kept in a blocked sub-account opened in 
KSL’s name under KSE’s participant ID with Central Depository Company 
of Pakistan Ltd. (“CDC”). We have been given to understand that 2/3rd of 
these shares will be sold to strategic investor(s) and the remaining shares 
(i.e. 1/3rd of the blocked 60% of KSL’s investment in KSE) will be issued to 
the public through an ‘Initial Public Offer’. In addition, we understand that 
Deutsche Bank AG is advisor and sole book-runner for the purpose of 
placement of KSE’s shares. There is no restriction on KSL for sale of the 
remaining 40% of its investment in KSE (i.e. 1,602,953 shares). 

• As per an article dated September 11, 2014 on website 

 www.pakistantoday.com.pk, Deutsche Bank AG has released a per share 
value of ‘Rs 10.15 or Rs 10.30’ for the 40% strategic stake. 

• As per the financial statements of KSE for the period of three months 
ended September 30, 2014, the net assets of KSE amounted to Rs 8,149.2 
million and the break-up value per share works out to Rs 10.17 per share. 
The break-up of total assets of KSE as at September 30, 2014, based on 
these financial statements, is summarised below: 

 

 

 

 

 

 

 

 

 

 
 

 

• The net assets approach (where appropriate) represents a “controlling 
interest” level of value. In addition, KSE is an unlisted entity. Therefore, 
appropriate discounts may be applicable. However, in the absence of 
information, and after taking into consideration the above, we have 
assumed the value of KSL’s investment in KSE on the basis of KSE’s break-
up value. 
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Source: www.kse.com.pk 

Rupe e s in million

Property and equipment 3,454.0    Revaluation of operating fixed assets was carried 

out in 2012.

Investment properties 680.7        The fair value of these properties was determined 

as at June 30, 2014.

Investments in associates, 

namely CDC and National 

Clearing Company of 

Pakistan Ltd. 

1,218.2      The investments are recorded under the "equity 

method" of accounting. The share of KSE in the 

net assets of these companies, as at June 30, 

2014, amounted to Rs 1,166.8 million. 

Long- term investments, 

mainly  in PIBs 

2,029.8    PIBs have a carrying value of Rs 1,952.5 million 

and are classified as 'held to maturity'. 

Cash and bank balances 2,663.7    

Other assets 853.3        

10,899.7  
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Glossary 

Term Definition 

11M 2014 Period of eleven months ended November 30, 2014 

AFF A. F. Ferguson & Co. 

Agreement ‘Tripartite Agreement’ dated December 15, 2014, entered into between the State Bank of Pakistan, KASB Bank Limited and 
A. F. Ferguson & Co. 

Bank/KASB Bank KASB Bank Limited 

CAGR Compound annual growth rate 

CAPM Capital Asset Pricing Model 

DCF Discounted cash flow 

Discussions with Management Information obtained from respective managements during meetings or through telephone. 

Due Diligence Report Due Diligence report prepared under the Agreement 

EBIT Earnings before interest and tax 

ECL Evolvence Capital Ltd. 

ERP Equity Risk Premium 

KCL KASB Capital Limited 

KFL/KASB Funds KASB Funds Limited 

KIBOR Karachi Inter Bank Offer Rate 

KIL KASB Invest (Pvt.) Limited  

KM KASB Modaraba 

KSL/KASB Securities KASB Securities Limited 
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Glossary 

Term Definition 

Management Information Information provided via e-mail/hardcopy/usb by respective managements of company 

Management The management of the respective companies 

MSCL/My Solutions MY Solutions Corporation Limited 

NBFC Rules and Regulations Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 and the Non-Banking Finance Companies 
and Notified Entities Regulations, 2008  

NHEPL New Horizon Exploration and Production Limited 

PMEL Pakistan Mercantile Exchange Limited  

POAMCL Pak Oman Asset Management Company Limited 

RoA Return on assets 

RoE Return on equity 

SBP State Bank of Pakistan 

SECP Securities and Exchange Commission of Pakistan 

SFPL Shakarganj Food Products Limited 

SVL Structured Venture (Pvt.) Ltd.  

Valuation Date December 31, 2014 

WACC Weighted average cost of capital 
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