Pakistan Reinsurance Company Limited

PRC Towers, 32-A, Lalazar Drive, M.T. Khan Road, Karachi, Pakistan
Ph: 021-99202908- 14 Fax: (92-21) 99202920-21 & 22
E-mail: prel@pakre.org.pk, Website: www.pakre.org.pk

Ref No: PSX/CS/2022/1 April 6, 2022

The General Manager

Pakistan Stock Exchange Limited
Stock Exchange Building,

Stock Exchange Road,

Karachi

Sub: FINANCIAL RESULTS FOR THE YEAR ENDED 31 DECEMBER 2021.

Dear Sir,

We would like to inform you that the Board of Directors of our Company in their 166"
meeting held on Wednesday, 6" April 2022 at 11: 00 am, at PRCL Tower, Karachi
recommended the following:

(i CASH DIVIDEND
The Board has declared a final Cash Dividend for the year ended 2021 of Rs. 2/-
per share i.e. 20%.

(i) BONUS SHARES
The board has recommended issuing bonus shares in the proportion of 200 shares
for every 100 shares held i.e. 200%.

Giiy RIGHT SHARES
NIL

(ivy ANY OTHER ENTITLEMENT/CORPORATE ACTION
NIL

(v) ANY OTHER PRICE-SENSITIVE INFORMATION
External Auditor issued qualified report for conventional Accounts and provided
disclaimer on Window Re-takaful Accounts for the year ended December 31,
2021.

The audited financial results of the company (conventional as well as Window Retakaful) for
the year ended 31 December 2021 are enclosed as Annexure A.

The Annual General Meeting of the Company will be held on Friday, 20" April 2022 at 11:
00 am, at Jasmine Hall, Ground Floor, Beach Luxury Hotel, Karachi.

The above entitlements will be paid to the shareholders whose name will appear in the
Register of Members on Thursday, 21 April 2022.
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The share transfer books of the Company shall remain closed for eight days i.e. from
April 22, 2022, to April 29, 2022 (both days inclusive); no transfer will be accepted
for registration during the period. Transfer received in order at the office of our Share
Registrar, M/s. CDC Pakistan Limited, CDC House, 99-B, Block-B, SMCHS, Main
Shahrah-e-Faisal, and Karachi, by the close of business on Thursday, 21 April 2022
will be treated to have been in time for purpose of payment of final dividend and
bonus share to the transferees and to attend and vote at the meeting.

The Annual Report of the Company will be transmitted through PUCARS at least 21
days before holding of Annual General Meeting.

Respectfully,

c

(Sumeet Kumar)
Company Secretary

CC: 1) Securities & Exchange Commission of Pakistan- Islamabad.
2) Securities & Exchange Commission of Pakistan- CRO Office Karachi.
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PAKISTAN REINSURANCIL COMIANY LIMIFLD
STATEMINT OI PROIT OR 1OSS
FOR THIE YEAR BNDED DIICEMBIR 31, 2021

Net Insurance preminm

Net insurance claima
Net commission and other acquisition costs

Premlum deficlency resecve expense

Management expenses

Provision for doubtfusl debts-net
Undenvriting results

‘Investment Income - net

Rental income - net

Finance cost

Fale value galn on Investment property
Other income

Other expenses

Total revenue {tom operations

Profit from window retakaful operations - Operator's etaknful fund

Profit before tax
Income tax expense
Profit after tax

Eacnings per share - basic and diluted

The annexed notes from 1 to 61 form an integral past of these financial statements QW3

CHAIRMAN
OFFICER

CHIEPR EXECUTIVE DIRECTOR

2021 2020
Note [ — L) R
6 7,225,623,532 6,708,834,772
» (3,777,804,999) (3,924,588.676)
3 oos356,23) || (025,195332)
(58,873,368) "
(4,805,034,605) (4,849,784,008)
29 (728,999,260) (666,777,957)
14 816 (8,781,891) (426,553,066)
1,682,807,776 765,719,741
40 981,709,956 1,043,379,592
41 104,379,330 83,419,433
42 (2,548,367) (2,750,485)
1 698,055,394 -
43 142,247,594 74,353,871
44 (8,195,243 (22,587,261
1,915,648,165 1,175,815,150
3,598,455,941 1,941,534,891
45 15,962,349 30,450,665
3,614,418,290 1,971,985,556
46 (1,024,831,827) (580,546,325)
2,589,586,463 1,391,439,231
47 8.63 4.64
DIRECTOR “CHIGF FINANCIAL
OFFICER
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PAKISTAN REINSURANCE COMPANY LIMITED - WINDOW RETAKAFUL OPERATIONS

STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED DECEMBER 31, 2021

PARTICIPANTS' RETAKAFUL FUND

Revenue account

Conttibution earned

Less: contributions ceded to retrotakaful
Net contribution revenue

Wakala fee expense
Net underwriting income

Net claitns - teported/ settled - IBNR
Charge of contribution deficiency reserve -net
Surplus / (deficit) before investment income

Investment income

Othet income

Less: Modarib's fee

Reversal / (provision) for doubtful conttibutions
Surplus / (deficit) before taxation

Taxation

Sutplus / (deficit) transferred to accumulated deficit

OPERATOR'S RETAKAFUL FUND

Revenue account

Wakala fee income

Commission expense

General, administrative and management expenses

Investment income
Other income
Modatib's fee

Profit befote taxation
Taxation
Profit after taxation

Note

28
28
28

29

30
21

31
32
33
8.1

34

29
35
36

31
32
33

34

The annexed notes 1 to 46 form an integral patt of these financial statements ¢ ,ﬁ/L

2021 2020
Rul.-

782,357,018 557,053,169
(91,942,133) (66,989,829)
690,414,885 490,063,340
(156,471,404) (128,122,229)
533,943,481 361,941,111
(311,243,050) (420,624,751)
(23,851,863) (19,010,777)
198,848,568 (77,694,417)
4,560,461 5,661,669
10,080,104 1,856,259
(3,660,141) (1,879,482)
2,850,015 (6,898,427)
212,679,007 (78,954,398)
(2,027,758) (1,348,372)
210,651,249 (80,302,770)
156,471,404 128,122,229
(145,151,427) (102,032,546)
(7,937,109) (6,947,553)
3,382,868 19,142,130
920,194 1,202,072
14,518,979 20,664,577
3,660,141 1,879,482
19,099,314 23,746,131
22,482,182 42,888,261
(6,519,833)  (12,437,596)
15,962,349 30,450,665

Chairman Director Director

Chief Executive Officer

Chief Financial Officer




INDEPENDENT AUDITOR’s REPORT
TO THE MEMBERS oF PAKISTAN REINSURANCE
D

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Qualified Opinion

We have audited the annexed financial Statements of Pakistan Reinsurance Company Limited

1) As fully disclosed in note 15 to the financia] Statements, an amoynt of Rs. 2,573.89 million (2020:
Rs. 2,573.89 million) js receivable from Sindh Revenye Board (SRB) which as tecovered by SRB
against the sales tax liability on reinsurance services, The Company has recorded this amount as

2) As disclosed in 16, 17, 18, 21, 24, 30, 34, 36, 37, 38, and 52 to the financia] Statements, certain
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3) Amount due from other insurer companies includes gross and net amount of Rs. 8.89 billion and

Rs 7.767 billion respectively (refer note 16) and due to other insurance companies includes an
amount of Rs. 75 million (refer note 30 )- These balances remain unreconciled. The Company is in
the process to reconcile these balances. Due to pending confirmations/reconciliation relating to
above balances, resultant adjustment and consequential impact thereon, (if any) on these financial
statements remains unascertained.

Accountants’ Code of Ethics for Professional Accountants as adopted by the Institute of
Chattered Accountants of Pakistan (the Code) and we have fulfilled our other ethical
tesponsibilities in accordance with the Code. We believe that the audit evidence we have obtained
is sufficient and approptiate to provide a basis for ou qualified opinion.

Emphasis of Matter

®  We draw attention to note 35.2 to the financial statements which provides details regarding
contingency in respect of which decision is pending. Our opinion is not modified in respect
of this matter.

Key Audit Matters

How the matter was addressed in our
audit

Our audit procedures to address this |
matter included the fo].lowing:

Key audit matters

Valuation of facultative outstanding
claims including Incurred But Not

Reported (IBNR) |

® Assessed the appropriateness of
the Company’s accounting policy
for recording of facultative claims
in line with the requirements of
applicable accounting  and
reporting standards;

Refer note 5.6 and 24 to the financial
statements for accounting policy and
details in respect of facultative claim
liabilities. The Company’s facultative claim
liabilities represent 28% of the Company’s
total liabilities. Valuation of these liabilities
involves significant management
judgment because it requires a number of
assumptions to be made with high
estimation uncertainty such as loss ratios,
estimates of the frequency and severity of
claims. Facultative claim liabilities are

® Obtained an understanding of the
design of the Company’s policies
and  procedures  over the
capturing, processing and
tecording of information related ‘I
to  claims. In addition, our

|
|
|
|
|
|




tecognized on intimation of the insured
event based on management judgment and
estimate. The Company also maintains

provision for IBNR claims based on the |

advice of an independent actuary. The
actuarial  valuation process involves
signhificant judgment and the use of
actuarial assumptions.

We have considered this as a key audit
matter due to significant estimate and
judgement involved. Any change in the
estimate and judgment could have

significant financial impact.

Classification, Valuation and

Impairment of Investments

Refer note 5.2, 12 and 13 to the financial
statements relating to classification and
valuation of investments. The Company’s
total  investment portfolio  which
tepresents 27% of the Company’s total

assets. These investments comprise of
equity and debt instruments.

procedures included testing and (
evaluating the appropriateness of
established conttols and
procedures; '

® Appointed an auditor’s expert
(actuary) to examine the report of
management’s expett (extetnal '
independent actuary) and evaluate
whether the actuarial assumptions (
used therein in determining |
provision for IBNR are in line
with the industry practices;

® Reperformed reconciliations |
between the facultative claims |
data recorded in the policy’

administration systems and the
data used in the actuarial reserving
calculations to  ensure the
integrity,  completeness  and
accuracy of the data used in the ’
actuarial reserving process;

® We also tested facultative claims
transaction on sample basis with
approptiate  documentation to
evaluate whether the claims
teported during the year are
recorded in accordance with the

requirements  of Company’s
policies and insurance regulations;
and

® Considered the adequacy of !
Company’s disclosures in
compliance with accounting and |
reporting  standards  about

estimates used and the sensitivity
to key assumptions.

Our audit procedures in tespect of
valuation of investments included the
following:

!
® Obtained understanding,”
evaluated  the desigh  and |
implementation of key controls ,’
designed for the classiﬁcation,”
valuation and  impairment of |
investments; V
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impairment of investments as key audit

matter because of the significance of ‘
Investments and management's judgment |

involved in valuation and impairment.

We identified the valuaton and ° Assessing pricing model

methodologies and assumptions
against  accounting  policies,
industry practices and valuation
guidelines;

® Tested investments buying and
selling trades made during the
year and tested classification of
investments  with underlying
documentation;

® Ensured completeness  and
existence assertion of investment
pottfolio with IPS statements and
Central Depository Company’s
report;

® Re-petformed our own valuation
assessment of the investment
portfolio to identify any potential
impairment and reviewed
Mmanagement’s  assessment in
relation  to  impairment of
investments; and

¢ We also assessed whether the
Company’s disclosures in relation
to the valuation of investments
are compliant with the relevant
accounting  requirements and
appropriately present the
sensitivities in the valuations
based on alternative outcomes.

Revenue Recognition  Risk  of
Investment income and Facultative
premium

Refer notes 5.12, 36, 40 and 52 to the
financial = statements for accounting
policies and details in respect of revenue
recognition risk.

The Company receives its revenue
. ¥y

primarily from two main sources namely;

premiums and investments income,

Ptemiums from facultative insurance

policies and investment income comptise

of 57 % of the total revenue.

Our audit procedures in respect of
premiums from facultative insurance
policies and investment income included
the following:

® Obtained an understanding,
evaluated the design and tested
the controls over the process of
captuting,  processing and
recording of facultative premiums
income;

l
!
!
!

® Assessed the appropriateness of |
the Company's accounting policy |
for recording of facultative |




U

We identified revenue recognition as a key
audit matter as it is one of the key
petformance indicators of the Company |
and because of the potental risk that
revenue transactions may not be‘1

recognized in the appropriate period.

premiums and investment income
in line with requitements of
applicable  accounting  and
reporting standards;

For a risk-based sample of
policies of which facultative
premium was recotded close to
year end and subsequent to year
end, and evaluated that these were
recorded in the appropriate
accounting petiod;

Tested the facultative premium
recorded on sample basis to test
the accuracy from the underlying
policies issued to insurance
contract holders;

Recalculated the unearned
portion of facultative premium
income and  ensured that
approptiate amount has been
recorded as unearned premium
reserve;

For a sample of investment
income transactions, tested that
investment income is recorded
based on the effective interest
method or whete right to receive

the dividend is established; and

Tested the investment income
transaction on sample basis and
subsequent to year end, and
evaluated  that these were
tecorded in the appropriate
period.




and building included in property and | following;
equipment, right of use assets and !
investment property.

Refer note 7.2, 85 and 11.1 to these
financial statements, company  has
changed its measurement policy of
property, plant and equipment and
investment properties from cost model to
fair value model.

applied with respect to change in
accounting policy.

® We assessed the competence and
objectivity of the qualified valuer
engaged by the Company to

determine the fair value of land
The highly judgmental and subjective

nature of valuation coupled with the
significance to the financial statements
results in property and equipment, right of
use assets and investment propetty being
an area of audit focus.

“Property, plant and equipment”
and  IAS 40  “Investment

property”.

®* We assessed the appropriateness
of the methodology  and
assumptions used to determine
the fair value of land and building.

Management engaged an independent
valuer approved by the Pakistan Bankers
Association (PBA) to determine the fair

value of these assets. e We tested the data provided by

the Company to valuer for the
purpose of valuation and check its
accuracy and completeness, and

We identified the fair valuation of as a key
audit matter as the determination of fair
value is highly dependent on a range of
estimates that require significant degree of
management’s judgment.

® Evaluated the appropriateness
and adequacy of disclosures in the
financial statements.

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

Responsibilities of Management and Board of Ditectorts for the Financial Statements

Management is tesponsible for the preparation and fair presentation of the financial statements in
accordance with accounting and reporting standards as applicable in Pakistan and the requirements

Adoption of fair value model for land | Our audit procedures included the

|

[
® Ensured that tequitements of |
IAS-8 as has been appropriately

|
|

and  building under IAS 16 |

|

Y



of Insurance Otrdinance, 2000 and, Compantes Act, 2017 (XIX of 2017), and for such internal
control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In prepating the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concetn
and using the going concern basis of accounting unless management either intends to liquidate the
Company or to cease opetations, or has no realistic alternative but to do so.

Board of directors is responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

We communicate with the Board of Directors regarding, 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 Boatd of Directots with a statement that we have complied with relevant
cthical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,



|
|
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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 auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits
of such communication.

Repott on Other Legal and Regulatory Requirements

Based on our audit, except for the effects of the matters discussed in Basis for Qualified Opinion
paragraph, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the Insurance
Ordinance, 2000 and the Companies Act, 2017 (XIX of 2017);

b) the statement of financial position, the statement of comprehensive income, the statement of
changes in equity and the statement of cash flows together with the notes thereon have been drawn
up in conformity with the Insurance Ordinance, 2000, the Companies Act, 2017 (XXI of 2017),
and are in agreement with the books of account;

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

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

Other Matter

We have also issued a separate audit report dated April 16, 2021 giving disclaimer of opinion on
the financial statements of Pakistan Reinsurance Company Limited - Window Retakaful
Operations fot the year ended December 31, 2021.

The engagement partnet.on the audit resulting in this independent auditor’s report is Muhammad
Shaukat Naseeb.

Grant Thotnton Anjum Rahman
Chartered Accountants :

Karachi
Dated

UDIN:
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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF

PAKISTAN REINSURANCE COMPANY LIMITED
WINDOW RETAKAFUL OPERATIONS

Disclaimet of Opinion
We were engaged to audit the annexed financial statements of Pakistan Reinsurance

Company Limited- Window Retakaful Operation (the Operations), which comprise the
statement of  financial positon as at December 31, 2021, and the
statement of profit or loss account, the statement of comprehensive income, the statement of
changes in fund and the statement of cash flows, for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies and other
explanatory information and we state that we have not obtained all the information and
explanations which, to the best of our knowledge and belief, were necessaty for the purposes
of the audit.

We do not exptess an opinion on the accompanying financial statements of Pakistan
Reinsurance Company Limited- Window Retakaful Operations. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of out
reportt, we have not been able to obtain sufficient approptiate audit evidence to provide a basis
for an audit opinion on these financial statements. \ )

Basis fot Disclaimer of Opinion ,

1. As disclosed in 8, 12, 13, 19, 20,28, 30, 35 and 38 to_the financial statements, cettain
account balances and class of transactions have been recorded against treaty proportional
business. We were unable to obtain sufficiént and appropriate audit evidence in respect of
such account balances.and class of transactions because the Company does not establish
any system and controls to verify the transactions and only relies on the amounts provided
in the statuary quarterly returns and bordereaux. Consequently, we were unable to verify
and determine \i/hethc'f'ar}y adjustments to these amounts were necessary.

2. Amount_[d—ﬁ'e'_ 'j:ifj_:o‘m,_ takaful /retakaful teceivables (refer note 8) includes gross and net
amount of Rs. 216,720,295 and Rs. 199,177,819). These balances temain unreconciled. The
Company is in the process to reconcile these balances. Due to pending reconciliations
relating to above balances, resulted adjustment and consequential impact thereon, (if any)
on these financial statements remain unascertained.

Erﬁphasis of Matter

e We draw attention to the note 27.1 to the financial statements which explains that the
ultimate outcome of the matter stated cannot presently be determined for the reasons as
mentioned in the aforementioned note.

Out opinion is not further modified in respect of the above matter.

Responsibilities of Management and Board of Directors for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements
in accordance with accounting and reporting standards as applicable in Pakistan and the
requirements of Insurance Ordinance, 2000 and, Companies Act, 2017 (XIX of 2017), and for
such internal control as management determines is necessaty to enable the preparation of
financial statements that are free from matetial misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Operator’s
ability to continue as a going concern, disclosing, as applicable, matters related to going

Page 1 of 2
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concern and using the going concern basis of accounting unless management either intends to
liquidate the Company or to cease opetations, or has no tealistic alternative but to do so.

Board of directors is responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our responsibility is to conduct an audit of the Company’s financial statements in accordance
with International Standards on Auditing and to issue an auditor’s report. Howevet, because of
the matters described in the Basis for Disclaimer
able to obtain sufficient ap
these financial statements.

Opinion section of our report, we were not
propriate audit evidence to provide a basis for an audit opinion on

We are independent of the Company 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) anvc'l"\%;é,‘have fulfilled our ethical
responsibilities in accordance with the Code. "4 '

Report on Other Legal and Regulatory Requitemepié i,
Based on our audit, except for the effects of the matters discussed in Basis for Disclaimer
Optnion paragraph, we further repott that in our opinion: :

a) proper books of account have been kept by the Operator as required by -the Insurance
Ordinance, 2000 and the Companies Act, 2017 XIX of 2017) p v 4

b) the statement of financial position, the statement of comprehensive income, the statement
of changes in funds and the statement of cash flows together with the notes thereon have been

drawn up in conformity with the Insuréiqcé:'Q;;d;i_gance, 2000, ﬂél}e Cgmpanies Act, 2017 (XXI

of 2017), and are in agreement with the bqus ci “account; :
©) investments made, expenditure incurred and guarantees extended during the year were for
the purpose of the Comipany’s business; and - n 4

d) no zakat was deductible at soutce under tfie:‘ Zakat and Ushr Ordinance, 1980 (XVIII of
1980), ’

k-

The engaggrié‘rit'ipg:r‘gr_l_q{’ on tﬁé{‘gl__]dit'féSh}dIlgip" this independent auditor’s review report is
Mt. Muhammad Shaukat Naseeb.. B 4

Grant Thornton Anjum Rahman
Chartered Accountants . -
Katachi

Date: &

UDIN:
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