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INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF ZARAI TARAQIATI BANK LIMITED (ZTBL)

REPORT ON THE AUDIT OF THE UNCONSOLIDATED FINANCIAL STATEMENTS
Opinion

We have audited the annexed unconsolidated financial statements of ZARAI TARAQIATI B‘_AN.K
LIMITED (the Bank), which comprise the unconsolidated statement of financial position as at
December 31, 2022, the unconsolidated profit and loss account, the unconsolidated statement of
comprehensive income, the unconsolidated statement of changes in equity, the unconsolidated
cash flow statement for the year then ended, along with unaudited certified return received from
the branches except for one hundred and sixty two (162) branches which have been audited by us
and notes to the unconsolidated financial statements, including a summary of significant
accounting policies and other explanatory information, and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary for
the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
unconsolidated statement of financial position, the unconsolidated profit and loss account and the
unconsolidated statement of comprehensive income, the unconsolidated statement of changes in
equity and the unconsolidated cash flow statement together with the notes forming part thereof
conform with the accounting and reporting standards as applicable in Pakistan, and, give the
information required by the Banking Companies Ordinance, 1962 and the Companies Act, 2017 (XIX
of 2017), in the manner so required and respectively give a true and fair view of the state of the
Bank's affairs as at December 31, 2022 and of the profit and other comprehensive income, the
changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable
in Pakistan. Our responsibilities under those standards are further described in the Auditors
Responsibilities for the Audit of the unconsolidated financial Statements section of our report. We
are independent of the Bank in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants as adopted by the Institute of Chartered
Accountants of Pakistan (the Code) and we have fulfilled our other ethical responsibilities in

accordance with the Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion,

Key Audit Matters
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Key Audit Matters

Provision against advances

The Bank's credit portfolio is comprised of
agriculture financing which includes Farm
Credits and Non-Farm Credits to small
farmers and low-income households,

As per the Bank's accounting policy {refer
note 6.4 and 6.31(b) to the
unconsolidated financial statements}, the
Bank determines provision against non-
performing advances on time-based
criteria  in  accordance  with  the
requirements of Prudential Regulations for
Agriculture Financing (PRs) of State Bank
of Pakistan (SBP) and which s
supplemented by a subjective provision
based upon management's judgment.

The Bank's advances represent 18% of its
total assets and are stated at Rs. 90,452
million which are net of provision of Rs.
17,171 million as at December 31, 2022,

In view of the magnitude of advances,
involvement of significant management's
judgement and reliance on IT control
environment, we identified provision
against advances as a key audit matter.

Refer note 11 to the unconsolidated
financial statements.

]

BDO Ebrahim & Co. Chartered Accountants

BDO Ebrahim & Co.. a Pakistan rey
and forms part of the

Page-2

stered partnenship fiom, 15 a member of BP0 International
interpational BDO network of 1ndtependent member firms

How the matter was addressed in our

audit

Our audit procedures in respect of classified
portfolio and provision thereon included the

following:

« We reviewed the design and operating
effectiveness of the Bank’s manual and
automated process including general IT
controls for identification and
classification of non-performing
advances, classification of  these
advances to correct non-performing
advances category and  accurate
computation of provisions.

« We performed substantive procedures on
sample basis to check the classification
of advances and to assess that the
provision is in line with the requirements
of the applicable Prudential Regulations.

+ We evaluated the management's
assessment for classification of individual
loan facilities as performing or non-
performing based on review of repayment
pattern, assessment of number of days

overdue and inspection of credit
documentation.

* We selected a representative sample of
borrowers and assessed the
appropriateness of amount reported for
Provision through review of borrowers’
individual statements, analysis  of
repayment  history, computation of
number of days Past due and compliance
with the applicable PRs.

In respect of the level of general
Provision maintained by the Bank and
specific  provision  recognized, we }
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approach and policy

i d the
discusse i with  the

followed by
management.

d adequacy of disclosures
as included in note 11 to the
unconsolidated financial ~ statements
regarding the non-performing advanc§s
and provisions recognized for the same in
accordance with the requirements of the
applicable financial reporting framework.

We also reviewe

Valuation of Investments

The bank’s investments include
Government securities, listed and unlisted
shares and debt securities classified as
available for sale and investment in
subsidiary comprising 62% of total assets
amounting to net investments of Rs.
306,850 million as at December 31, 2022.

These investments are carried at fair

value in accordance with the Bank's
accounting policy relating to their
measurement. Provision against

investment in unlisted shares classified as
available for sale is made based on the
impairment policy of the Bank which
comprises of subjective factors.

We identified the investments as a key
audit matter because the Bank has
reported a significant increase in its
investments during the year in relation to
the unconsolidated financial statements
and the use of management judgment in
determination of impairment.

Refer note 10 to the unconsolidated
financial statements.
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Our audit procedures in respect of valuation

investments mainly included the

following:

« Obtaining an understanding of and testing

the design and operational effectiveness
of the controls relating to the valuation
and assessment of the methodology and
the appropriateness of the valuation
models to value available for sale
investments.

Checking on a sample basis, the valuation
of Government securities and debt

securities to supporting documents and
market prices.

Fomparing the cost of each equity
investments to its market value to
determine the valuation and recognition
as per the policy of the bank.

Evaluated the Management assessment in
|"espect of valuation and impairment of
Investment in un-listed shares.

Assessing the completeness and accuracy
of the disclosures relating to investments
classified as available for sale and
compliance with disclosure requirements
laid down by the State Bank of Pakistan.
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i i rcise rofessional
As part of an audit in accordance with ISAs as applicable in Pakistan, W€ exe p

judgment and maintain professional scepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the unconsolidated ;:::ec ]:c:
statements, whether due to fraud or error, design and perform audit procedures. resp sty
those risks, and obtain audit evidence that is sufficient and appr opriat.e to prov1dej is higher
our opinion. The risk of not detecting a material misstatement resul‘tmg from frau. A
than for one resulting from error, as fraud may involve collusion, forgery, 1n
omissions, misrepresentations, or the override of internal control.

. o i udit
* Obtain an understanding of internal control relevant to the audit in order to deSIgn. : i,
procedures that are appropriate in the circumstances, but not for the purpose Al GprEss e

opinion on the effectiveness of the Bank’s internal control.

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

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

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

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

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

From the matters communicated with the board of directors, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditors report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
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d in our report pecause thé adverse

o ublic interest benefits of

we determine that a matter should not be commu
d to outweigh the p

consequences of doing so would reasonably be expecte
such communication.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:
jes Act, 2017

uired by the Compan
adequate for

a) proper books of account have been kept by the Bank as req
hes have been found

(XIX of 2017) and the returns referred above from the branc
the purpose of our audit;

b) the unconsolidated statement of financial position, the unconsolidated profit and loss account

and the unconsolidated statement of comprehensive income, unconsolidated statement of
changes in equity and unconsolidated cash flow statement (together with the notes thereon
have been drawn up in conformity with the Banking Companies Ordinance, 1962 and the
Companies Act, 2017 (XIX of 2017) and are in agreement with the books of account and returns;

ded during the year were in

c) investments made, expenditure incurred and guarantees exten
ansactions of the Bank which

accordance with the objects and powers of the Bank and the tr
have come to our notice have been within the powers of the Bank; and

d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was
deducted by the bank and deposited in the Central Zakat Fund established under section 7 of

that Ordinance.

We confirm that for the purpose of our audit we have covered more than sixt
loans and advances of the Bank. y percent of the total

The engagement partner on the audit resulting in this independent auditors report is Iffat Hussain

ISLAMABAD & .
do ediobo Lo .
BDO EBRAHIM & CO.

DATED: 07 MARCH 2023
UDIN: AR202210094xKwy1ICi3 CHARTERED ACCOUNTANTS
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