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First Women Bank Limited

Statement of Financial Position
As at 31 December 2021

2021 2020
Note ----—- (Rupees in '000) ===

ASSETS
Cash and balances with treasury banks 5 2,636,980 2,337,454
Balances with other banks 6 181,575 196,224
Lendings to financial institutions 7 1,985,000 1,960,972
Investments 8 23,778,583 21,094,415
Advances 9 9,333,443 11,087,975
Fixed assets 10 666,117 639,710
Intangible assets 11 44,083 51,135
Deferred tax assets 17 - =
Other assets 12 481,972 645,900

39,107,753 38,013,785
LIABILITIES
Bills payable 14 261,585 517,258
Borrowings 15 9,679,443 6,979,684
Deposits and other accounts 16 25,361,624 25,189,064
Deferred 1ax liabilitics 17 83,205 60,148
Other liabilities 18 1,242,644 1,410,724

36,628,500 34,156,878
NET ASSETS 2,479,253 3,856,907
REPRESENTED BY
Share capital 19 3,994,113 3,994,113
Reserves - statutory reserve 419,036 419,036
Surplus on revaluation of assets - net of tax 20 215,498 165,460
Accumulated loss (2,149,394) (721,702)

2,479,253 3.856,907

CONTINGENCIES AND COMMITMENTS 21

The annexed notes 1 to 45 form an integral part of these financial statements.
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First Women Bank Limited

Statement of Profit or Loss
For the vear ended 31 December 2021

2021 2020
Note — w=e==== (Rupees in '000)

Mark-up / return / interest earned 23 2,540,241 3,018,500
Mark-up / return / interest expensed 24 1,583,941 1,839.574
Net mark-up / interest income 956,300 1,178,926
NON MARK-UP/INTEREST INCOME
FFee and commission income 23 76,141 99,982
Dividend income 24,864 4,959
Foreign exchange (loss) / income (105) 16,652
Income / (loss) from derivatives = =
Gain on sccurities 26 2,445 160,303
Other income 27 32,333 1,036
Total non mark-up / interest income 135,678 282,932
Total Income 1,091,978 1,461,858
NON MARK-UP / INTEREST EXPENSES
Operating expenses 28 1,055,545 959,173
Other charges 29 32,024 623
Total non-mark-up / interest expenses (1,087,569) (959,796)
Profit before provisions 4,409 502,062
Provisions and write offs - net 30 (1,397,728) (110,206)
Extra ordinary / unusual items = =
(LOSS)/ PROFIT BEFORE TAXATION (1,393,319) 391,856
Taxation 31 (23,200) (159,023)
(LOSS)/ PROFIT AFTER TAXATION - (14816519 . 232.833

(Rupees) —=======em
Basic and diluted (loss) / earnings per share 32 (3.55) 0.58

The annexed notes | to 45 form an integral part of these financial statements.
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First Women Bank Limited

Statement of Comprehensive Income
For the vear ended 31 December 2021

2021 2020
Nore - (Rupees in '000)

(Loss) / profit after taxation for the year (1,416,519) 232,833
Other comprehensive income
Items that may be reclassified to profit and loss

in subsequent periods:
Deficit on revaluation of investments - net of tax 8.1 & 20 (26,425) (12,129)
Items that will not be reclassified to profit and

loss in subsequent periods:
Remeasurement (loss) / gain on defined benefit

obligations - net of tax (15,909) 3,861
Surplus on revaluation of fixed assets - net of tax 20,1 84,500 -

68,591 3,861

Total comprehensive (loss) / income for the year (1,374.353) 224.565

The annexed notes | to 45 form an integral part of these financial statements.
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First Women Bank Limited
Statement of Changes in Equity
For the vear eoded 31 December 2021

Surplus / (delicit) on revaluation
Reserve - Total Accumulated Total
Share capital || (Statutory Investments || Fived Assets || Surplus on thds
reserve) nssels
(Hupees In '000)
Opening balance as at 1 January 2020 3,994,113 372,469 17,502 164830 182,332 (916,572) 3632342
Profi afler laxation . - . 2 232,833 232833
(Other comprehensive (1oss) / income - net of tax o
- defica on revalustion of investments « net of tax (12,129} (12,129) - “I-;- I}
- ernent gain on defined benefit oblig - - - - 3861 386
Tutal comprehensive income / (loss) . (12,129) (12,129) 236,694 224,565
Transfer to statutory ressrve - 46,567 - (46,567) -
Transfer of incremental depreciation fiom surplus
on revaluation - net of 1ax - . . {4.743) (4.743) 4,743 -
Balance as at 31 December 2020 3994113 419,036 5373 160,087 165,460 (721,702) 3,856,907
Loss after 1axation . . . . (L416519)|[  (1416519)
Other comprehensive mcome - net of 1ax
= change m surplus on the revaluation of fixed assets - 84,500 54,500 - 84,500
- net of tas
- deficit on revaluation of investments - net of tax - {26,425) (26,425) - (26423)
- remeasurement loss on defined benefit obli - - - {15.909) (15.909)
Total comprehensive income / (loss) . {26,425) 84,500 58,075 (1,432428)  (1,374353)
Impact of rate change i revaluanion of fived assets . - (3.301) (3.301) . (3.301)
Transfer of incremental depreciation from susplus
o revaluation - net of tax . . (4,736) (4,736) 4,736 .
Balance as at 31 December 2021 3954113 419,036 (21,082) 236,550 215498 (2,149394) 2479283
The annexed notes | 1o 45 fonn an intsgral pant of these financial stalements
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First Women Bank Limited

Cash FFlow Statement
For the vear ended 31 December 2021

2021 2020
CASH FLOWS FROM OPERATING ACTIVITIES Note (Rupees in "000)
(Loss) / prolit before taxation (1,393,319) 391,856
Less: Dividend income (24,864) (4959
(1,418,183) 386,897
Adjustments
Depreciation on operating lixed assets and right of use assels 1.1 141,512 142,304
Amortization 11.2 27,542 26,176
Provisions and write ofTs excluding recovery of written ofT'bad debis Jn 1,397,728 110,206
Net gain on sale of fixed assets 27 (8,102) (131)
Charge for delined benefit plans 28.1 34,090 20,647
Gain on seeuritics 26 (2,445) (160,303)
Interest expense on lease liability 24 39,104 46,586
1,629,429 185,486
211,246 572,383
(Increase) / decrease in operating assets
Lendings to financial institutions (24,028) 1,218,832
Advances 483,417 (897,042)
Other assets 163,927 625,124
623,316 946,914
Increase / (decrease) in operating liabilities
Bills pavable (255,673) 137,634
Borrowings [rom linancial institutions 2,699,759 6,567,021
Deposits and other accounts 172,560 7,477,450
Other liabilities (excluding current taxation) (122,750) (637.343)
2,493,895 13,544,762 .
3,328,457 15,064,058
Payment made to defined benefit plans (60,978) -
Income tax puid (105,449) :
Net cash flows from operating activities 3,162,031 15,064,058
CASH FLOWS FROM INVESTING ACTIVITIES
Investments in available-for-sale securities - net (2,718,736)|| (14,246,294)
Dividend received 24,864 4959
Purchase of equipment (32,724) (35,130)
Additions 1o intangibles assels (20,490) (28.944)
Proceeds from sale of fixed assets 8,102 131
Net cash flows used in investing activities (2,738,984)  (14,305.277)
CASH FLOWS FROM FINANCING ACTIVITIES
Payvments of lease liability against right of use assets (138,169) (169,027)
Net cash flow used in financing activities (138,169) (169,027)
Increase in cash and cash equivalents 284,877 589,754
Cash and cash equivalents at beginning of the year 2,533,678 1.943.924
Cash and cash equivalents at end of the year 33 2818555 _ 2.533.678 678 J\L -

445"'

The annexed notes | to 45 form an integral part oflln.sc‘trﬂ.mcrll stalements,
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First Women Bank Limited

Notes to the Financial Statements
For the year ended 31 December 2021

I STATUS AND NATURE OF BUSINESS

1.1 First Women Bank Limited (the Bank) was incorporated under the Companies Act, 2017 on 21
November 1989 in Pakistan as an unquoted public limited company and commenced operations on
02 December 1989. The Bank is engaged in commercial banking and related services, The registered
office of the Bank is situated at ground floor, S.T.S.M. Foundation Building, Civil Lines, Karachi.
The Bank operates a network of forty two branches as at 31 December 2021 (2020: forty two
branches). The short term and long term credit ratings of the Bank rated by PACRA in June 2021
are 'A2" and 'A-' respectively. The Bank is controlled by Government of Pakistan through Ministry
of Finance (which holds 82.64 % of the Bank's share capital).

1.2 Being a public sector bank, in terms of the State Bank of Pakistan prescribed minimum capital
requirements vide its letter reference BPRD/BA&CP/627/32/2014 dated 01 January 2014, the Bank
is required to have a minimum paid up capital (net of losses) (MCR) of Rs. 3 billion and capital
adequacy ratio (CAR) of 18% at all times, subject to the condition that MCR level shall remain
enforced until the Bank remains a public sector entity, the Bank will not be allowed to pay dividend
until its paid-up capital and reserves reach Rs. 6 billion and the per party exposure limit of the Bank
will be 50% of the prudential regulation’s limits until the Bank's paid-up capital and reserves reach
Rs. 6 billion.

The Bank has incurred net loss of Rs. 1.42 billion for the year ended 31 December 2021 and as of
this date, the Bank's MCR (representing paid up capital net of accumulated losses) was Rs. 1.84
billion i.e. less than the minimum required amount. Similarly, as at 31 December 2022 and 30 June
2023, the Bank's MCR, as per the unaudited management accounts was Rs. 1.99 billion and 2.18
billion respectively i.e. less than the minimum required amount. MCR for the year 31 December
2022 and 30 June 2023 is based on management accounts and these amounts may vary on the basis
of adjustments consequent to audits, if required.

Under BSD Circular No. 19 of 2008 dated 05 September 2008 of the State Bank of Pakistan (SBP)
any bank that fails to meet the minimum paid-up capital requirement within the stipulated period
shall render itself liable to the following actions:

i) Imposition of such restrictions on its business including restrictions on acceptance of deposits
and lending as may be deemed fit by the State Bank.

ii)  Descheduling of the bank, thereby converting it into a non-scheduled bank.

iii) Cancellation of the banking license if the State Bank believes that the bank is not in a position
to meet the minimum paid up capital requirement or CAR.

1.3 Going concern basis of accounting

The Bank has incurred net loss of Rs. 1.42 billion for the year ended 31 December 2021 primarily
due to increase in provision against loans/facilities provided to certain borrowers , and as of this
date, the Bank's MCR (representing paid up capital net of accumulated losses) was Rs. 1.84 billion
(2020: Rs. 3.27 billion) i.e. less than the minimum required amount by Rs. 1.16 billion (2020: nil).
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Similarly, Bank's management is aware of the fact that based on the un-audited management
accounts as of 31 December 2022 and 30 Junc 2023, the Bank’s paid-up capital (net of losses) stood
below the MCR of Rs 3 billion prescribed by the SBP (specifically for the Bank) which non-
compliance may result in punitive actions by State Bank of Pakistan (SBP) including restrictions on
its business, de-scheduling or cancellation of Bank’s license.

These financial statements have been prepared on a going concern basis based on the following
facts:

- Above fact has already been reported by the Bank to the State Bank of Pakistan and also to the
Ministry of Finance (MoF), Government of Pakistan (GoP) as a major shareholder for an
arrangement to fill-up the shortage of Bank's MCR and in order to avoid any punitive action,
the Bank’s management is in continuous liaison with SBP and MoF GoP. Further, to date, the
regulator has not taken any adverse action or imposed any restriction that could impact the
normal operations of the Bank. Morcover, the Bank is in the privatization list of the
Government of Pakistan, and is being actively pursued for this purpose by the Privatization
Commission which also adds positively to the above.

- Bank's management and the Board is fully confident that the regulator and the major
shareholder (MoF GoP) will extend the due support for meeting the capital requirements,
which is also evident from the fact that historically the shareholder has numerously injected
capital in the bank whenever there was a shortfall. Despite the losses the Bank is compliant
with minimum required Capital Adequacy Ratio of 18% and is expected to maintain this
adequacy in periods subsequent to 31 December 2021, which is an indicator of strong asset
base of the Bank.

- The Government of Pakistan via the Ministry of Finance (MoF) i.e. bank's major sharcholder
holding 82.64 % of the Bank's equity is fully committed to supporting the Bank, whenever
required, to enable it to continue as going concern, through policy and other intervention.
Based on the historical available support and central bank’s action and also the fact that
Government of Pakistan has assured necessary interventions when required to enable the Bank
to continue as a going concern, Management believes that the Bank shall remain a going
concern in foreseeable future, however, it may not do so in an adverse eventuality or
unexpected events.

These events or conditions along with other matters as set forth in Note 1.2 indicate that a material
uncertainty exists that may cast significant doubt on the Bank’s ability to continue as a going
concern and, therefore, the Bank may be unable to realize its assets and discharge its liabilities in
the normal course of business. However, these financial statements have been prepared on a going
concern basis which assumes that the Bank shall operate its business, realize its assets, discharge its
liabilities and obtain refinancing (if necessary), in the normal course of business. Accordingly, the
financial statements do not include any adjustments to the carrying amounts and classification of
assets, liabilities and reported expenses that may otherwise be required if the going concern basis
was not appropriate

2. BASIS OF PRESENTATION

(5]
p—

These financial statements have been prepared in conformity with the format of financial statements
prescribed by the State Bank of Pakistan (SBP) vide BPRD Circular No. 2, dated 25 January 201 8.
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2.2

23

In accordance with the directives of the Federal Government regarding the shifting of the banking
system to Islamic modes, the State Bank of Pakistan (the SBP) has issued various circulars from
time to time. Permissible forms of trade related mode of financing include purchase of goods by the
banks from their customers and immediate resale to them at appropriate profit in price on deferred
payment basis. The purchases and sales arising under these arrangements are not reflected in these
financial statements as such but are restricted to the amount of facility actually utilised and the
appropriate portion of profit thereon.

Statement of Compliance

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

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

- Provisions of and directives issued under the Banking Companies Ordinance, 1962 and the
Companies Act, 2017; and

- Directives issued by the State Bank of Pakistan and the Securities and Exchange Commission
of Pakistan.

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

The SBP vide BSD Circular No. 10, dated August 26, 2002 has deferred the applicability of
International Accounting Standard (IAS) 39 "Financial Instruments: Recognition and Measurement”
and IAS 40 "Investment Property" for banking companies till further instructions. Further,
according to a notification of the Securities and Exchange Commission of Pakistan (SECP) through
S.R.O. No. 411 (1) /2008 dated 28 April 2008, IFRS 7 "Financial Instruments: Disclosures" has not
been made applicable for banks. Accordingly, the requirements of these standards have not been
considered in the preparation of these financial statements. However, investments have been
classified and valued in accordance with the requirements of various circulars issued by the SBP.

Accordingly, the requirements of these standards have not been considered in the preparation of
these financial statements.

Standards, Interpretations and Amendments to Published Approved Accounting Standards
that are effective in current year

There are certain other new and amended standards, interpretations and amendments that are
mandatory for the Bank's accounting periods beginning on or after 1 January 2021. These are not
considered to be relevant or have any significant effect on the Bank's operations and therefore have
not been detailed in these financial statements.
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2.4

Standards, Interpretations and Amendments to Published Approved Accounting Standards
that are not yet effective

The following International Financial Reporting Standards (IFRS Standards) as notified under the
Companies Act, 2017 and the amendments and interpretations thereto will be effective for
accounting periods beginning on or after | January 2021:

Standard, Interpretation or Amendment Effective date (annual periods
beginning on or after)

IAS | Presentation of Financial Statements 01 January 2023
IAS 8 Accounting Policies, Changes in

Accounting Estimates and Errors (Amendments) 01 January 2023
IAS 37 Provisions, Contingent Liabilities (Amendments) 01 January 2022
IAS 12 Income Taxes (Amendments) 01 January 2023
IAS 16 Property, Plant and Equipment (Amendments) 01 January 2022
IAS 28 Investments in Associates and Joint Ventures (Amendments) Not yet finalized
IAS41  Agriculture (Amendments) 01 January 2022
IFRS 3 Business Combinations (Amendments) 01 January 2022
IFRS 10  Consolidated Financial Statements (Amendments) Not yet finalized
IFRS 16  Leases (Amendments) 01 January 2022

The above or not expected to have any material impact on the bank's financial statements except in
case of IFRS 9. As directed by SBP via BPRD Circular no 7 of 2023, IFRS 9 Financial Instruments
is effective for periods beginning on or after | January 2024 for all Banks. Moreover, SBP via
BPRD circular 3 of 2022 finalized the instructions on IFRS 9 (Application Instructions) for ensuring
smooth and consistent implementation of the standard in the banks. IFRS 9 replaces the existing
guidance in IAS 39 Financial Instruments: Recognition and Measurement. The standard includes
revised guidance on the classification and measurement of financial instruments, a new expected
credit loss model for calculating impairment on financial assets, and new general hedge accounting
requirements. It also carries forward the guidance on recognition and derecognition of financial
instruments from IAS 39.

The Bank is currently is process of setting up a mechanism for adoption of the standard and to
assess the impact of such adoption on the financial statements.
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Critical accounting estimates and judgements

The preparation of these financial statements is in conformity with approved accounting standards
as applicable in Pakistan requires management to make judgements, estimates and assumptions that
affect the reported amounts of assets and liabilities and income and expenses. It also requires
management to exercise judgement in application of its accounting policies. The estimates and
associated assumptions are based on historical experience and various other factors that are believed
to be reasonable under the circumstances. These estimates and assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimate
is revised, if the revision affects only that period, or in the period of revision and in future periods if
the revision affects both current and future periods. Significant accounting estimates and arcas
where judgements were made by management in the application of accounting policies are as
follows:

a)  Classification of investments

- In classifying investments as 'held-for-trading', the Bank determines the securities which
are acquired with the intention to trade by taking advantage of short term market /
interest rate movements.

- The investments which have fixed or determinable payments and fixed maturities and the
Bank has the positive intent and ability to hold them till maturity.

- The investments which are not classified as 'held-for-trading' or 'held-to-maturity' are
classified as 'available-for-sale'.

b)  Valuation and impairment of available-for-sale equity investments

The Bank determines that ‘available-for-sale' equity investments are impaired when there has
been a significant or prolonged decline in the fair value below its cost. This determination of
what is significant or prolonged requires judgment. In making this judgment, the Bank
evaluates among other factors, the normal volatility in share price. In addition, the impairment
may be appropriate when there is an evidence of deterioration in the financial health of
investee, industry and sector performance, changes in technology and operational and
financing cash flows.

¢)  Provision against non-performing loans and advances and debt securities classified as
investments

The Bank reviews its loan portfolio and debt securities classified as investments to assess
amount of non-performing loans and advances and debt securities and provision required there
against on a regular basis. While assessing this requirement various factors including the
delinquency in the account, financial position of the borrower, and the requirements of the
Prudential Regulations are considered. The Bank also maintains general provision against
consumer and small and medium enterprises advances in accordance with the requirements set
out in Prudential Regulations of the SBP. These provisions change due to changes in
requirements.
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d)  Income taxes

In making the estimates for income taxes currently payable by the Bank, the management
looks at the current income tax laws and the decisions of appellate authorities on certain issues
in the past. In making the provision for deferred taxes, estimates of the Bank's future taxable
profits are taken into account.

¢)  Depreciation, amortisation and revaluation of fixed assets / non-banking assets /
intangible assets

The Bank estimates the revalued amount of land and buildings on a regular basis. The
estimates are based on valuations carried out by independent professional valuers and such
valuations are carried out with sufficient regulatory so that the valuation at the year end is
close to their fair values. In making estimates of the depreciation / amortisation method and
rates, the management uses the method and rates which reflects the pattern in which economic
benefits are expected to be consumed by the Bank.

The estimates made are reviewed at cach financial year end and if there is a change in the
expected pattern of consumption of the future economic benefits embodied in the assets, the
estimates are changed to reflect the changed pattern. Such a change is accounted for as change
in accounting estimates in accordance with International Accounting Standard - 8, "Accounting
Policies, Changes in Accounting Estimates and Errors'.

f)  Staff retirement benefits (including compensated absence)

Liability is determined on the basis of actuarial valuation using the Projected Unit Credit
Method. The actuarial assumptions used to determine the liability and related expense are
disclosed in note 35 and 37. Actuarial assumptions are entity's best estimates of the variables
that will determine the ultimate cost of providing post employment benefits. Changes in these
assumptions in future years may effect the liability / asset under these plans in those years.

g)  Impairment of non-financial assets (excluding deferred tax asset)

Non-financial assets are subject to impairment review if there are events or changes in
circumstances that indicate that the carrying amount may not be recoverable. If any such
indication exists, the Bank estimates the recoverable amount of the asset and the impairment
loss, if any. The recoverable amount of an asset is the higher of its fair value less costs to sell
and its value in use. Value in use is the present value of future cash flows from the asset
discounted at a rate that reflects market interest rates adjusted for risks specific to the asset. If
the recoverable amount of an intangible or tangible asset is less than its carrying value, an
impairment loss is recognised immediately in the profit and loss account and the carrying
value of the asset is reduced by the amount of the loss. A reversal of an impairment loss on
these assets is recognised as it arises provided the increased carrying value does not exceed
which it would have been had no impairment loss been recognised.

h)  Right to use asset and lease liability

A contract is, or contains a lease if the contract conveys a right to control the use of an
identificd assct for a period of time in exchange for consideration. The Bank mainly leases
properties for its operations. The Bank recognizes a right-of-use asset and lease liability at the
lease commencement date.
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1)

k)

The right-of-use asset is initially measured at cost, and subsequently at cost less any
accumulated depreciation and impairment losses, and adjusted for certain remeasurements of
the lease liability. The right-of-use asset is depreciated using the straight line method from the
commencement date to the earlier of end of the useful life of right-of-use asset or end of the
lease term. The estimated useful lives of assets are determined on the same basis as that for
owned assets. In addition, the right-of-use asset is periodically reduced by impairment losses, if
any.

Define Benefit plan

The Bank operates an approved funded gratuity scheme for all its permanent employees.
Retirement benefits are payable to the members of the scheme on the completion of prescribed
qualifying period of service under the scheme. Contribution is made in accordance with the
actuarial recommendation. The actuarial valuation is carried out annually as at the statement of
financial position date using the "projected unit credit actuarial cost method". All actuarial
gains and losses are recognised in other comprehensive income as they occur. Past service cost
resulting from changes to defined benefit plan is recognised in the profit and loss account.

Compensated Absences

The bank uses actuarial valuation for the determination of its compensated absences liability.
This method makes certain assumptions, which may change, there by effecting the profit and
loss account of future period.

Going concern assessment

As fully explained in note 1.3, the management has applied judgement in the assessment of the
Bank to continue as going concern.

3 BASIS OF MEASUREMENT

3.1 Accounting convention

These financial statements have been prepared under the historical cost convention except that lease
hold land and buildings are stated at revalued amounts less accumulated depreciation and impairment
losses, if any, available- for-sale and held-for-trading investments and derivative financial instruments
are measured at fair values,

3.2 Functional and Presentation Currency

The financial statements are presented in Pakistan Rupees, which is also the Bank's functional
currency. Except as-indicated, financial information presented in Pakistan Rupees has been rounded
to nearest thousand.

4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out
below.

4.1 Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand, balances with treasury banks, balances with
other banks in current and deposit accounts, national prize bonds, any overdrawn nostro accounts and
call lendings having maturity of three months or less.
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4.2.1

4,2.2

4.2.3

Investments
The Bank classifies its investment portfolio into following categorics:
a)  Held-for-trading

These are securities which are cither acquired for generating profit from short-term
fluctuations in market prices, interest rate movements, dealers margin or are securities
included in a portfolio in which a pattern of short-term profit taking exists.

b)  Held-to-maturity

These are securities with fixed or determinable payments and fixed maturity in respect of
which the Bank has the positive intent and ability to hold till maturity.

¢)  Available-for-sale

These are sccurities that do not fall under the 'held-for-trading' and ‘held-to-maturity'
categories.

Regular way contracts

All purchases and sales of investments that require delivery within the time frame established by
regulation or market convention are recognised at trade date, which is the date at which the Bank
commits to purchase or sell the investments except for money market contracts which are
recognised on the settlement date.

Initial recognition and measurement

Investments other than those classified as 'held for trading' are initially recognised at cost.
Transaction costs associated with these investment are included in cost of investments. Investments
classified as 'held for trading' are initially recognised at fair value and transaction costs are expensed
in the profit and loss account.

Subsequent measurement

In accordance with the requirements of State Bank of Pakistan, quoted securities other than those
classified as 'held to maturity!, are subsequently remeasured to fair value. Surplus / (deficit) arising
on revaluation of securities classified as 'available for sale' is included in the statement of
comprehensive income. Surplus / (deficit) arising on revaluation of investments classified as 'held
for trading' is taken to the profit and loss account. Investments classified as 'held to maturity' are
carried at amortised cost.

Investment classified as held to maturity are subsequently measured at amortised cost using the
cffective interest rate method, less impairment losses, if any

Unquoted equity securitics, are valued at lower of cost and the break-up value. Break-up value of
equity securities is calculated with reference to the net assets of the investee company as per the
latest available audited financial statements.
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4.2.4

4.3

4.4

Listed cquity shares arc valued at rates quoted on the Pakistan Stock Exchange. Government
Securities are valued on the basis of PKRV rates. Terms Finance Certificates are valued at the rates
quoted by MUFAP.

Impairment

Impairment loss in respect of equity securities classified as available for sale and other held to
maturity investments are recognised based on management's assessment of objective evidence of
impairment as a result of one or more events that may have an impact on the estimated future cash
flows of the investments. A significant or prolonged decline in fair value of an equity investment
below its cost is also considered an objective evidence of impairment. Provision for diminution in
the value of debt securities is made as per the Prudential Regulations issued by the State Bank of
Pakistan. In case of impairment of available for sale securities, the cumulative loss that has been
recognised directly in surplus / (deficit) on revaluation of securities on the statement of financial
position is removed there from and recognised in the profit and loss account. For investments
classified as held to maturity, the impairment loss is recognised in the profit and loss account.

Gains or losses on disposal of investments during the year are taken to the profit and loss account.
Lendings to / borrowings from financial institutions

The Bank enters into transactions of borrowing (repurchase) from and lending (reverse repurchase)
to financial institutions, at contracted rates for a specified period of time. These are recorded as
under:

Sale under repurchase obligation

Securities sold with a simultaneous commitment to repurchase at a specified future date (repo)
continue to be recognized in the balance sheet and are measured in accordance with accounting
policies for investments and counter party liability is included in borrowing from financial
institutions. The difference between sale and repurchase price is accrued or a time proportionate
basis over the period of the contract and recorded as an expense.

Purchase under resale obligation

Securities purchased with a corresponding commitment to resell at a specified future date (reverse
repo) are not recognized in the balance sheet and instead amounts paid under these arrangements are
included in lendings to financial institutions. The difference between purchase and resale price is
accrued on a time proportionate basis over the period of the contract and recorded as income.

Orher obligations

Other borrowings including borrowings from SBP are recorded at the proceeds received. Mark-up
on such borrowing is charged to the profit and loss account on a time proportion basis.

Advances

Advances are stated net of specific and general provisions. Specific and general provision is
determined on the basis of the Prudential Regulations and other directives issued by the SBP. The
net provision made/reversed during the year is charged to profit and loss account and accumulated
provision is netted off against advances. Advances are written-off when there is no realistic prospect

of recovery.
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4.5

4.5.1

4.5.2

4.5.3

Property and equipment
Tangible assets

Except for lease hold land and buildings, other items of property and equipment are stated at cost
less accumulated depreciation and accumulated impairment losses, if any. Lease hold land is stated
at revalued amounts whereas the buildings are stated at revalued amounts less subsequent
accumulated depreciation and impairment losses, if any.

Depreciation is charged to the profit and loss account applying straight line method. The rates of
depreciation are given in note 10.1 to these financial statements. The residual values, useful lives
and depreciation methods are reviewed and changes, if any, are treated as change in accounting
estimates, at each balance sheet date. Depreciation on additions is charged from the month the assets
are available for use, while no depreciation is charged in the month in which the assets are disposed
off.

Surplus arising on revaluation of land and buildings is credited to the surplus on revaluation of
property and equipment account. Deficit arising on subsequent revaluation of fixed assets is charged
to Profit and Loss account, as allowed under the provisions of the Companies Act, 2017.
Revaluation is carried out with sufficient regularity to ensure that the carrying amount of assets does
not differ materially from the fair value. The surplus on revaluation of fixed assets to the extent of
incremental depreciation charged on the related assets, is transferred directly to accumulated loss. In
case of revalued asset, any accumulated depreciation at the date of revaluation is eliminated against
the gross carrying amount of the asset and the net amount restated to the revalued amount of the
asset. The surplus arising on revaluation is disclosed as surplus on revaluation of property and
equipment (as part of equity - refer note 20 also).

An item of property and equipment is de-recognized upon disposal or when no future economic
benefits are expected from its use or disposal. Any gains or losses on sale of property and equipment
are included in the profit and loss account in the year the asset is de-recognized, except that the
related surplus on revaluation of land and buildings (net of deferred tax) is transferred directly to
accumulated loss.

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

Intangible asscts

Intangible assets are stated at cost less accumulated amortisation and accumulated impairment
losses, if any. The cost of intangible assets are amortized over their estimated useful lives using the
straight line method at the rates stated in note 11. Costs associated with maintaining the software are
recognized as expense in the profit and loss account as and when incurred. The useful lives of
intangible assets are reviewed and adjusted, if appropriate, at each balance sheet date.

Capital work-in-progress

Capital work-in-progress is stated at cost less impairment losses, if any.
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4.5.4

4.6

4.7

Right-of-usc assets:

A contract is, or contains a lease if the contract conveys a right to control the use of an identified
asset for a period of time in exchange for consideration. The Bank mainly leases properties for its
operations. The Bank recognizes a right-of-use asset and lease liability at the lease commencement
date. The right-of-use asset is initially measured at cost, and subsequently at cost less any
accumulated depreciation and impairment losses, and adjusted for certain remeasurements of the
lease liability.

The right-of-use asset is depreciated using the straight line method from the commencement date to
the carlier of end of the useful life of right-of-use asset or end of the lease term. The estimated
useful lives of assets are determined on the same basis as that for owned assets. In addition, the right:
of-use asset is periodically reduced by impairment losses, if any.

Non-banking assets

Non-banking assets acquired in satisfaction of claims are initially recorded at cost and subsequently
carried at revalued amounts less accumulated depreciation and impairment, if any. These assets are
revalued by professionally qualified valuators with sufficient regularity to ensure that their net
carrying value does not differ materially from their fair value. A surplus arising on revaluation of
property is credited to the 'surplus on revaluation of non-banking assets' account and any deficit
arising on revaluation is taken to profit and loss account directly. Legal fees, transfer costs and
direct costs of acquiring title to property is charged to the profit and loss account.

Depreciation on assets (other than land) acquired in satisfaction of claims is charged to the profit
and loss account on the same basis as depreciation charged on the Bank's owned fixed assets.

These assets are generally intended for sale. Gains and losses realised on the sale of such assets are
disclosed separately from gains and losses realised on the sale of fixed assets. Surplus on
revaluation (net of deferred tax) realised on disposal of these assets is transferred directly to
unappropriated profit,

If such an asset is subsequently used by the Bank for its own operations, the asset is transferred to
fixed assets along with any related surplus.

Impairment - non financial assets

At cach balance sheet date, the Bank reviews the carrying amount of its assets (other than deferred
tax assets) to determine whether there is an indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of assets is estimated in order to
determine the extent of the impairment loss, if any. Recoverable amount is the greater of net selling
price and value in use. If the recoverable amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the assets is reduced to its recoverable amount. The resulting
impairment loss is recognized as an expense immediately, except that the impairment loss on
revalued fixed assets is first adjusted against the related revaluation surplus to the extent that the
impairment loss does not exceed the surplus on revaluation of those assets.
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4.8

4.8.1

4.8.2

4.9

4.10

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the
profit and loss account except to the extent that it relates to items recognised directly in other
comprehensive income / surplus on revaluation of assets in which case it is recognised in statement
of comprehensive income / surplus on revaluation of assets.

Current

Provision for current taxation is based on taxable income for the year determined in accordance with
the prevailing laws for taxation on income earned. The charge for current tax is calculated using the
prevailing tax rates or tax rates expected to apply to the profits for the year. The charge for current
tax also includes adjustments where considered necessary, relating to prior years which arise from
assessments finalized during the year for such years.

Deferred

Deferred tax is recognised using the balance sheet liability method on all major temporary
differences as at the statement of financial position date between the amounts attributed to assets
and liabilities for financial reporting purposes and amounts used for taxation purposes. The Bank
records deferred tax assets / liabilities using tax rates, enacted or substantially enacted at the
statement of financial position date, that are expected to be applicable at the time of their reversal.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will
be available against which the asset can be utilized. Deferred tax assets are reduced to the extent
that it is no longer probable that the related tax benefit will be realized.

The Bank recognizes a deferred tax asset / liability on deficit / surplus on revaluation of assets in
accordance with the requirements of IAS 12 "Income Taxes". The related deferred tax asset /
liability is adjusted against the related deficit / surplus.

The Bank recognizes a deferred tax asset including on the carry forward of unused tax losses and
unused tax credits to the extent that it is probable that future taxable profits will be available against
which the unused tax losses and unused tax credits can be utilized in accordance with the
requirements of IAS 12 "Income Taxes".

Provisions

Provisions are recognized when the Bank has a present obligation (legal or constructive) as a result
of past events and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate of the amount can be made.

Provision against identified non-funded losses is recognized when intimated and reasonable
certainty exists for the Bank to settle the obligation. The loss is charged to the profit and loss
account net of expected recovery and is classified under other liabilities.

Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimates.
Lease liability on right - of - use assets

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined, the Bank's incremental borrowing rate. The lease liability is subsequently
increased by the interest cost on the lease liability and decreased by lease payments made. It is re-
measured when there is a change in future lease payments arising from a change in an index or rate,
a change in assessment of whether extension option is reasonably certain to be exercised or a
termination option is reasonably certain not to be exercised.
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4,11

4,11

4.12

Staff retirement benefits
Approved funded pension scheme (defined benefit plan)

The Bank operates a funded pension scheme for its employees. The fund was granted approval by
the Commissioner of Income Tax on 6 March 2000 to take effect from 1 October 1999. Provision is
made in these financial statements based on the actuarial valuation (conducted at the balance sheet
date - 31 December 2021) using the projected unit credit method. Above benefits are payable to
staff at the time of separation / retirement from the Bank's services subject to the completion of
qualifying period of service on the basis of basic salaries. Remeasurement component, which is the
net of actuarial gains and losses is recognized immediately in other comprehensive income whercas
service cost and net interest income / expense are charged to the profit and loss account. Effect of
changes in the plan are also recognised currently in the profit and loss account.

Approved funded gratuity scheme (defined benefit plan)

The Bank also operates a funded gratuity scheme for its employees. The fund was granted approval
by the Commissioner of Income Tax on 4 December 2018 to take effect from 4th September 2018.
Provision is made in these financial statements based on the actuarial valuation (conducted at the
balance sheet date - 31 December 2021) using the projected unit credit method. Above benefits are
payable to staff at the time of separation / retirement from the Bank's services subject to the
completion of qualifying period of service on the basis of basic salaries. Remeasurement
component, which is the net of actuarial gains and losses is recognized immediately in other
comprehensive income whereas service cost and net interest income / expense are charged to the
profit and loss account.

Contributory provident fund

Up to 30 June 2017, the Bank operated a non contributory provident fund in which monthly
contributions were made by employees at a rate of 12% of basic salary. However this scheme since
then has been discontinued but some dues have to be settled.

Unfunded gratuity scheme

Up to 30 September 2018, the Bank operated an unfunded gratuity scheme for its President (refer
note 36). Liability and expense are recorded in accordance with the terms of the scheme. However
this scheme since then has been discontinued and the dues have to be settled (after shareholders
approval).

Employees’ compensated absences

The Bank recognizes liability in respect of compensated absences of its employees in the period in
which these are earned on the basis of actuarial valuation (conducted at the balance sheet date - 31
December 2021) carried out using the Projected Unit Credit Method. Actuarial gains / losses charge
for the year are immediately recognised in the profit and loss account.

Revenue recognition

Revenue is recognized to the extent that the economic benefits will flow to the bank and revenue
can be reliably measured. These are recognized as follow:
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4.13

4.13.1

4,13.2

4.13.3

4.14

4.14.1

4.14.2

- Mark-up / return / interest on regular advances and investments is recognized on a lim}e
proportion basis. Where debt securities are purchased at premium or discount, the same is
amortized through the profit and loss account over the remaining maturity using the effective
interest method. Mark-up income due on non-performing advances are suspended as per the
requirements of the Prudential Regulations.

- Mark-up / return / interest recoverable on classified advances and investments is recognized
on receipt basis. Mark-up / return / interest on classified rescheduled / restructured advances
and investments is recognized as permitted by the regulations of the SBP.

- Dividend income is recognized when the Bank's right to receive dividend is established.
- Gain and loss on sale of investments is recognized to the profit and loss account currently.

- Fees, brokerage and commission are recognized when the services are rendered ( and over
period of services). Account maintenance and service charges are recognized when realized.

Foreign currencices
Foreign currency transactions

Transactions in foreign currencies are translated into rupees at the foreign exchange rates prevalent
on the transaction date. Monetary assets and liabilities in forcign currencies are expressed in Rupee
terms at the rates of exchange prevailing at the balance sheet date.

Translation gains and losses
Translation gains and losses are included in the profit and loss account.
Commitments

Commitments for outstanding forward foreign exchange contracts are disclosed in these financial
statements at contracted rates. Contingent liabilities / commitments for letters of credit and letters of
guarantee denominated in foreign currencies are expressed in Rupee terms at the rates of exchange
prevailing at the balance sheet date.

Financial instruments
Financial assets and financial liabilitics

Financial assets and financial liabilitics are recognized at the time when the Bank becomes a party
to the contractual provision of the instrument. Financial assets are de-recognized when the
contractual right to future cash flows from the asset expires or is transferred along with the risk and
reward of the asset. Financial liabilities are de-recognized when obligation specific in the contract is
discharged, cancelled or expired. Any gain or loss on de-recognition of the financial assets and
liabilities is recognized in the profit and loss account of the current period. The particular
recognition and subsequent measurement methods adopted for significant financial assets and
financial liabilities are disclosed in the individual policy statements associated with them.

Derivative financial instruments

Derivative financial instruments are initially recognized at cost on the date on which a derivative
contract is entered into and are subsequently remeasured at their fair values. All derivative financial
instruments are carried as assets when the fair value is positive and liability when fair value is
negative. Any change in the fair value of derivative financial instruments is taken to the profit and
loss account currently.
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4.15

4.16

4,17

4.18

4,19

4.20

4.20.1

Off-setting

Financial assets and financial liabilitics are set off and the net amount is reported in the financial
statements when there is a legally enforceable right to set off and the Bank intends to either settle on
net basis, or to realize the assets and to settle the liabilities, simultancously.

Borrowing / Deposits and their cost

Borrowing / deposits are initially recorded at the amount of proceeds received. Mark-up accrued on
deposits is recognized separately as part of other liabilities and is charged to the profit and loss
account on a time proportion basis.

Dividend distribution and appropriations

Bonus dividend, cash dividend and other appropriations (except for the appropriations required by
law), declared / approved subsequent to balance sheet date are considered as non-adjusting event
and are not recorded in financial statements of the current year. These are recognized in the period
in which these are declared / approved.

Acceptances

Acceptances comprise of undertakings by the Bank to pay bills of exchange drawn on customers.
The Bank expects most acceptances to be simultaneously settled with the reimbursement from the
customers. Acceptances are accounted for as on-balance sheet transactions.

Earnings per share

The Bank presents basic and diluted earnings per share. Basic earning is calculated by dividing the
profit or loss attributable to ordinary shareholders of the Bank by the weighted average number of
ordinary shares outstanding during the year. Diluted EPS is determined by adjusting the profit or
loss attributable to ordinary shareholders and the weighted average number of ordinary shares
outstanding for the effects of all dilutive potential ordinary shares, if any.

Segment reporting

A scgment is a distinguishable component of the Bank that is engaged in providing products or
services (business segment) or in providing products or services within a particular economic
environment (geographical segment), which is subject to risks and rewards that are different from
those of other segments. Segment information is presented as per the Bank’s functional structure
and guidance of the SBP. The Bank comprises of following main segments:

Business segments

a)  Corporate finance and commercial banking

Corporate finance includes syndications and advances to corporate enterprises including
deposits therefrom. Commercial banking includes project financing, export financing, other

lendings, guarantees and bills of cxchangw



4.20.2

5.1

5.2

b)  Treasury

It includes fixed income, equity, foreign exchange contracts, lendings to financial institutions
and borrowings.

¢) Retail and consumer banking

It includes retail lending and deposits, banking services, private lending and deposits, retail
services offered to the retail customers.

d) Commercial Banking

This includes lending and deposits banking services, private lending and deposits offered to
the small and medium enterprises.

Geographical segment
The Bank operates in Pakistan only.

CASH AND BALANCES WITH TREASURY BANKS

2021 2020
Note (Rupees in '000)
In hand
Local currency 1,088,377 802,907
Foreign currencies 136,149 149,575
1,224,526 052,482
With State Bank of Pakistan in
Local currency current account 5.1 1,123,277 951,672
Foreign currency current account 5.2 30,477 46,193
Foreign currency deposit accounts
- cash reserve account 3.3 37,244 33,725
- special cash reserve account 3.4 69,908 63,302
1,260,906 1,094,892
With National Bank of Pakistan in
Local currency current account 148,578 266,505
National Prize Bonds 2,970 23,575
2.636.980 2.337.454

These accounts are maintained with the SBP to comply with the statutory cash reserve requirements.
This represents US Dollar collection account maintained with SBP.

This represents account maintained with SBP to comply with cash reserve requirements against
foreign currency deposits.

This represents account maintained with SBP to comply with the special cash reserve requirement
against foreign currency deposits. The return on this account is declared by the SBP on a monthly




7.1

7.3

7.3.1

7.3.2

7.4

2021 2020

BALANCES WITH OTHER BANKS Note (Rupees in '000)
In Pakistan
In current accounts 279 279
279 279

Qutside Pakistan
In current accounts 181,296 195,945
‘% %

LENDINGS TO FINANCIAL INSTITUTIONS

Call / clean money lendings 7.2 139,089 139,089
Repurchase agreement lendings (Reverse Repo) 7.3 &7.3.1 1,985,000 1,960,972
2,124,089 2,100,061
Less: Provision held against lending to financial institutions 72 (139,089) (139,089)
Lendings to Financial [nstitutions - net of provision 1,985,000 1,960,972

Particulars of lendings

In local currency 1.985.000 1,960.972

This represents financing to two financial institutions that matured on 31 December 2012. Due to default in
repayments, full provision has been made against these amounts. Lendings were in local currency.

Securities held as collateral against lending to financial institutions (Reverse repo)

2021
Held by Further Total
Bank given as
collateral
Note memmemmmeemeemmeen (Rupees in '000)
Market treasury bills 7.3.2 1,985.000 - 1,985,000
2020
Held by Further Total
Bank given as
collateral
wemerwmmmemmemmeae (RUpEES iN '000) --mmemmmmeamennams -
Market treasury bills 2.000.000 = 2.000.,000

These carry mark-up rates ranging between 10.35% to 10.45% (2020: 6.50% to 7.25%) per annum, with maturity
upto 14 January 2022 (2020: Upto 4 January 2021).

Market value of securitics held as collateral against lendings to financial institutions is Rs. 1,985 million (2020:
Rs. 1,979 million).

2021 2020
Classified Provision Classified Provision
Lending held Lending held
Category of classification (Rupees in '000)
Domestic
Loss 139,089 (139,089) 139,089 (139,089)
139,089 (139,089) 139,089 (139,089)
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8.1

8.2

8.2.1

84

INVESTMENTS

Investments by types

Available-for-sale sccuritics
Federal Government Securities
Term finance certificates (TFCs)

Ordinary shares of an unlisted company
Preference shares of a listed company

Total Investments
Investments by segments
Federal government sccuritics

Market treasury bills
Pakistan investment bonds

Fully paid-up preference shares
Listed company

Fully paid-up ordinary shares
Unlisted company

Non government debt securities
Listed term finance certificates

Total investments
Investments given as collateral
Federal government sceuritics

Pakistan Investment Bond
Market Treasury Bills

2021 2020
Cost/ Provision Carrying Cost/ I'rovision Surplus / Carrying
Amortised Cost  for Diminuition Deficit Value Amortised Cost for Diminuition (Deficit) Value
note 8.6 note 8.6
Note (Rupees in "'000)
8.2 23,813,615 - (35,9806) 23,777,629 21,084,653 - 8.808 21,093,461
y £ . 4 7,781 (7,781) - -
8.8 954 - - 954 954 - - 954
8.9 10,000 (10,000) - - 10.000 (10.000) - -
23!824£§69 (10,000) (35.986) 23.778.583 21.103.388 (17.781) §.808 21.094.415
83 15,993,685 - 9,470) 15,984,215 12,666,746 - 17,955 12,684,701
8.5 7,819,930 - (26,516) 7,793,414 8,417,907 - (9.147) 8,408,760
821 &84 23,813,615 - (35,986) 23,771,629 21,084,653 - 8,808 21,093,461
8.9 10,000 (10,000) - - 10,000 (10,000) - -
8.8 954 - - 954 954 - - 954
= " = - 7,781 (7.781) - &
23.824.569 (10,000) (35,986) 23.778.583 21.103.388 (17.781) 8.808 21.094.415
2021 2020

(Rupees in '000)

6,625,074 6,244,136
2,395,290 -
9,020,364 6,244,136

Market Treasury Bills are for the periods of three months, six months and twelve months. The effective rate of profit on Market Treasury Bills range between 7.38% to 11.50% per annum (2020: 7.00% to 13.13% per
annum) with maturities up to December 2022 (2020: Upto June 2021).

Investments in Federal Government seeurities include securities which are held by the Bank are eligible for the statutory liquidity requirements determined under section 29 of the Banking Companies Ordinance, 1962.
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8.5

8.6

8.60.1

8.6.2

8.6.3

8.7

8.7.1

8.7.1.1

8.7.1.2

§.7.1.3

8.8

8.9

Pakistan Investment Bonds (PIBs) are for the period of three years, five years and ten years. The rates of profit range between
7.39% and 11.12% per anum (2020: 7.39% to 13.21% per anum}) with maturities upto June 2030 (2020: Upto June 2030).

2021 2020
Provision for diminution in value of investments Nate (Rupees in '000)
Opening balance 17,781 17,781
Reversal during the year 30 (7,781) =
Closing balance 10,000 17,781
Particulars of provision against debt securities
2021 2020
Category of classification Non Provision Non Provision
performing performing
investments investments
Domestic (Rupees in '000)
Loss 10,000 10,000 17,781 17,781
10,000 10,000 17,781 17.781
Provision for diminution in value of investment by type 2021 2020
- available-for-sale securities Note (Rupees in '000)
Preference shares of a listed company 8.9 10,000 10,000
Term Finance Certificates (TFCs) - 7.781
10,000 17.781
Provision for diminution in value of investment hy scgment
- available-for-sale securities
Fully paid-up preference shares
Preference shares of a listed company 8.9 10,000 10.000
Non government debt securities
Listed term finance certificates - 7.781

Quality of available for sale sccurities
Details regarding quality of available for sale (AFS) securities are as follows:

Amortized Cost

Domestic Securitics Note 2021 2020
(Rupees in "000)
Federal government securities
Market Treasury Bills 83 15,993,685 12,666,746
Pakistan Investment Bonds 8.5 7,819,930 8.417.907
23813615 21084653
2021 2020
Cost Break value Cost Break value
Shares Note (Rupees in "000)

Unlisted Companies

National Institutional Facilitation Technologics
(Private) Limited (NIFT) 8.8 954 11,223 954 32,510

Per share breakup value of NIFT is Rs, 7.92 (2020: Rs. 22.94)

Preference shares Rating Cost
Listed Company
Chenab Limited 8.9 Unrated Unrated 10.000 10.000

Ovrdinary shares of an unlisted company - a related party

This represents investment in 1,416,985 ordinary shares (2020: 1,416,985 ordinary shares) of Rs. 10 each of National
Institutional Facilitation Technologies (Private) Limited (NIFT). One employee of the Bank is a Director of NIFT. The Bank
has 5.67% (2020: 5.67%) stake in the above company.

Preference shares of a listed company

This represents 1 million cumulative redeemable preference shares of a listed company (Chenab Limited) having face value of
Rs. 10 each, carrying dividend entitlement at 9.25% per annum on the face value.

Market value of these shares at 31 December 2021 was not available as these shares are not being currently traded. Given the
fact that the Company is a defaulter, the Bank has made full provision against these preference shares. ‘{\\\
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2. ADVANCES

Performing Non Performing Total
2021 2020 2021 2020 2021 2020
Note (Rupees in '000)
Loans, cash credits, running
finances, etc. in Pakistan 9.2 9.342.079 10.607.766 2.703.076 1.920.861 12,045,155 12.528.627
Advances - gross 9,342,079 10,607,766 2,703,076 1920861 12,045,155 12,528,627
Provision against non-performing
advances
- specific 9.3 - - (2,681,152) (1,420,423) (2,681,152) (1,420,423)
- general 9.3 (30,560) (20.,229) - - (30,560) (20.229)
(30,560) (20.229) 2,681,152) (1,420,423) (2,711,712) (1,440,652)
Advances - net of provisions 9.311.519 10.587.537 21,924 500438 9,333,443 11,087,975
2021 2020
9.1 Particulars of advances - gross (Rupees in '000)
In local currency 12,045,155 12,528,627
In foreign currencies = =
N XA T
9.2 Advances include Rs, 2,703.08 million (2020 Rs. 1,920.86 million) which have been placed under the non-performing status as detailed bels
2021 2020
Non Provision Non Provision
performing performing
loans loans
Category of classification (Rupees in '000)
Domestic
Other Assets Lspecially Mentioned - - 3,177 38
Substandard 2,248 562 25.551 885
Doubtful 1,417 708 61477 20,421
Loss 2,699.411 2,679,882 1,830,656 1,398,799
2,703,076 2,681,152 1,920,861 1,420,423
93 Particulars of provision against
advances
2021 2020
Specific General Total Specific General Total
Notre (Rupees in '000)
Opening balance 1,420,423 20,229 1,440,652 1,347,060 18,092 1,365,152
Charge for the year 1,378,118 10,331 1,388,449 158,600 2,137 160,737
Reversals (117.333) - (117.333) (85.237 - (85,237)
Net charge for the year 30 1,260,784 10,331 1,271,115 73,363 2,137 75,500
Amount written olT 9.4.1 (56) - (56) - - %
Closing balance 2,681,152 30.560 2,711,712 1,420,423 20229 1.440.652
9.3.1 Particulars of provision against
advances
2021 2020
Specific General Total Specific General Total
(Rupees in *'000)
In local currency 2,681,152 30,560 2,711,712 1,420,423 20,229 1,440,652
In foreign currencics - - - - - =
2681152 30560 2711712 1420423 20229 _ 1440652
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9.3.2

9.3.3

9.4

9.4.1

9.4.2

10.

In accordance with BSD Circular No. 1 of 21 October 2011 issued by the SBP, the bank has
availed the benefit of Forced Sale Value (FSV) of certain collaterals against non-performing loans.
Had this benefit of FSV not been taken by the bank, specific provision against non-performing
advances would have been higher by Rs. 17.074 million (2020: Rs. 447.678 million) and loss
before tax would have been higher by Rs. 17.074 million (2020: Rs. 447.678). This amount of Rs.
17.074 million (2020: Rs. 447.678 million) is not available for distribution of cash and stock
dividend to the shareholders and bonus to employees.

General provision represents provision against consumer and small entitics loans. General
provision on Consumer loans are maintained at an amount equal to 1% of the fully secured
performing portfolio and 4% of the unsecured performing portfolio as required by the Prudential
Regulations issued by the SBP. Morcover, general provsion on SE loans are maintained at an
amount equal to 1% of unsecured SE loans as per IH&SMEFD Circular No. 09 dated 22 December
2017

2021 2020
Note (Rupees in '000)
Particulars of write offs
Against provisions 9.3 56 -
Directly charged to profit and loss account - =
56 =
Write offs of Rs. 500,000/~ and above - <
Write offs of below Rs. 500,000/- 56 -
56 -

Details of loan write off of Rs. 500,000/- and above

In terms of sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962, the
statement in respect of written-off loans or any other financial relief of Rupees five hundred
thousand or above allowed to a person(s) during the year ended 31 December 2021 has not been
given as there were no write-offs of individual amount exceeding Rs. 500,000/ during the year.

2021 2020
Note (Rupees in '000)
FIXED ASSETS
Property and equipment 10.1 660,117 639,710
666,117 639,710

",(_,PMCA,': A



10.1

Property and equipment

At January 1, 2021

Cost

Accumulated depreciation
Net book value

Year ended December 2021
Opening net book value
Additions

Depreciation charge

Disposals
- Cost
- Accumulated depreciation

Revaluation surplus
- Cost
- Accumulated depreciation

Closing net book value
At December 31,2021
Cost

Accumulated depreciation

Net book value

Rate of depreciation (percentage)

2021

Building /office

Electrical, office

Leasehold : Furniture and i Lease hold Right-of
premises on and computer Vcehicles i Total
land fixture 3 improvement use assets
Leaschold land equipment
(Rupees in '000)
78,527 212,709 70,511 324,146 15,972 53472 531,649 1,286,987
- (38,759) (64.601) (283,564) (14.645) (48,128) (197,580) (647.277)
78.527 173,950 5910 40,582 1.327 5344 334,070 639,710
78,527 173,950 5,910 40,582 1,327 5344 334,070 639,710
- - 3,040 16,867 6,279 6,538 - 32,724
z (9,664) (2,513) (23,979) (1,363) (2,174)  (101,819) (141,512)
- - (420) (2,070) (8,001) - - (10,491)
- - 420 2,070 8,001 - - 10,491
13,040 168,149 - - - B 181,189
- (45.994) - - - - (45.994)
13,040 122,155 - - - - - 135,195
91.567 286,441 6.437 33,470 6.243 9.708 232,251 666.117
91,567 380,858 73,131 338,944 14,250 60,010 531,649 1,490,409
- (94.417) (66,694) (305,474) (8,008) (50,302) (299.399) (824,292)
91,567 286,441 6,437 33,470 6.243 9,708 232,251 666,117
- 5% 20% 33.33% 20% 20% 10%-100%

\




At January 1, 2020

Cost

Accumulated depreciation
Net book value

Year ended December 2020
Opening net book value
Additions

Depreciation charge

Closing net book value

At December 31, 2020
Cost
Accumulated depreciation

Net book value

Rate of depreciation (percentage)

KA LA W

2020

Building /office

Electrical, office

Leaschold : Fumniture and . Lease hold Right-of use
tsiid premises on Estiire and computer Vcehicles - ke Total
Leaschold land ' equipment
(Rupees in "000)
78,527 212,709 67,133 298,784 15,972 49,125 496,341 1,218,592
- (29,095) (62,011) (262,904) (13,872) (45,100) (96,566) (509,549)
78.527 183.614 5,122 35,880 2,100 4,025 399,775 709,043
78,527 183,614 5,122 35,880 2,100 4,025 399,775 709,043
- - 3,789 26,994 - 4,347 37,841 72,971
- (9,664) (3,001) (22,292) (773) (3,028) (103,546) (142,304)
78.527 173,950 5.910 40,582 1,327 5.344 334,070 639,710
78,527 212,709 70,511 324,146 15,972 53,472 531,649 1,286,987
- (38,759) (64,601) (283,564) (14,645) (48,128) (197,580) (647,277)
78.527 173,950 5910 40,582 1,327 5,344 334,070 639,710
- 5% 20% 33.33% 20% 20% 10%-100%
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The beaschold Lunt and buliags of the Dask were rovaluad oa Dvoemibar 31, 2021 by i independent valuer Arsces Privite Lissited cm the market vale basés afler making swdependont market ingenes from kel catate
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i S0
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Thaikdimps ca Leasebold lind —ihETe
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m R
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Origlasl gost alead t 4.
Lasd Baldiagy Tota) Lamd Ralldiags Total
Laxcathon of properibes Note (Rupees Ia '000) (Rupees fn '000)
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Skl - Lo17 1017 w 2,760 170
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2021 2020

INTANGIBLE ASSETS Note (Rupees in '000)
Capital work-in-progress 1.1 11,219 3,210
Intangiblc assels 11.2 32,864 47.925
44,083 51,135
Capital work-in-progress
Software up gradation (advance to the consultant) _ 11219 __3210
At IJanuary
Cost 147,547 121,047
Accumulated amortisation and impairment (99.622) (73.446)
Net book value 47925 47.601
Year ended December
Opening net book value 47,924.84 47,601
Additions 12,482.00 26,500
Amortisation charge 28 (27.543) (26,176)
Closing net book value 32,864 47,925
At 31 December
Cost 160,029 147,547
Accumulated amortisation and impairment (127,165) (99,622)
Net book value 32,864 47.925
Rate of amortisation (percentage) 10-33%
Useful life in years 3-10
OTHER ASSETS
Income/ mark-up accrued in local currency 12.1 307,113 474,308
Advances, deposits and other prepayments 12.2 149,393 142,841
Branch adjustment account - 17
ATM Scitlement Account 36,263 41,836
Receivable against encashment of
Government Sccurites 251 1,621
Stationary & stamps in hand 4,582 3,965
Acceplances 5,016 7516
Non-banking assets acquired in satisfaction
of claims 12.3 20,172 15,852
Others 7351 6.249
530,141 694,305
Provision against other assels 124 (48,169) (48.370)
Other asscts (net of provision) 481,972 645,935
Deficit on revaluation of non-banking assets acquired in
satisfaction of claims - (35)

645,900

481,972 s

Includes markup receivable of Rs. 12.23 million (2020: Rs. 23.459 million) due from the State Bank of Pakistan on subsidized loans.

This includes Rs, 123.7 million bid amount deposited by the Bank with the Banking court for the purchase of a mortgaged property
located in Karachi in an auction procceding. The Bank proceeded Lo purchase the property during an auction conducted by the
Banking Court as part of the recovery suit against the property’s owner (judgement debtor or JD) who had defaulted on a loan from
the Bank amounting to Rs. 43.205 million. Consequent to the deposit of the bid money by the Bank which was based on a valuation
submitted by JD & approved by the Court & subsequent conduct valuation of the property on the strength of that valuation, the
Judgment debtor filed objection against the confirmation of the sale in favor of the Bank on the ground that the property is valued at
Rs. 216.92 million whereas it is being sald at previous valuation which is lower. Accordingly, Banking Court through the order dated
24 December 2018, declined to confirm the sale in favor of Bank and directed to return the bid amount Rs. 123.7 million to the Bank
and further directed for fresh valuation of the mortgaged property at the cost of judgment debtor, The Bank has filed an appeal in the
Sindh High Court ngainst the order of the Banking Court and contends that the mortgaged property be handed over to the Bank. The
dealing counsel is hopeful that the outcome of the case will be in Bank's favor. The management in consultation with the Bank's

lawyer is hopeful of a positive outcome.
2021 2020
(Rupees in '000)

15817

W

Market value of non-banking assets acquired in satisfaction of claims 20,172
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2021 2020

Non-banKking asscts acquired in satisfaction of claims Note (Rupees in "000)
Opening balance 15,817 =
Additions 13,833 15,853
Disposal (9,478) =
Depreciation 28 - ()
Impairment on non-banking assets 28 - (35)
20,172 15,817
I'rovision held against other assets
ATM Settlement Account - 41.836
Other 48,169 6.534
12.4.1 48,169 48,370
Movement in provision held against other asscts
Opening balance 48,370 13,664
Charge for the year - 34,706
Amount Wrilten off (201) :
(201) 34.706
Closing balance 48,169 48.370

CONTINGENT ASSETS
There were no contingent assets of the Bank as at 31 December 2021 and 31 December 2020, However several recovery suits
have been filed by the bank.

2021 2020
BILLS PAYABLE Note (Rupees in "000)
In Pakistan 257,933 513,606
Outside Pakistan 3,652 3,052
261.585 517.258
BORROWINGS
Sccured
Borrowings from State Bank of Pakistan
Under Refinance Wages and Saluries Scheme 15.2 976,106 647,056
Under Export Refinance Scheme - 500,700
Under Small Enterprise Financing and Credit
Guarantee Facility for Special persons 1,403 =
Under Temporary Economic Refinance Facility 15.3 94,474 -
Under revised Financing Scheme for
Renewable Energy 154 45,113 49,548
Under Refinance & Credit Guarantee Scheme
for Women Entrepreneurs in underserved areas 15.5 71,653 82,380
1,188,749 1,279,684
Repurchase agreement borrowing 15.6 8,490,694 5,400,000
Pakistan Mortgage Refinance Company 300,000

9,679,443 6_,979,684

Particulars of horrowings in respect of currencies
In local currency 9,679,443 6,979,684
In forcign currencics

9,679,443 6,979,684

The Bank has entered into arrangement for financing with the State Bank of Pakistan (SBP) for extending Refinance Wages and
Salaries Scheme 1o customers. As per the arrangement, the Bank has granted SBP the right to recover the outstanding amount
from the Bank on the date of the maturity of the finance by directly debiting the current account maintained by the Bank with
SBP. This carrics mark-up rate ranging from 2 to 3% per annum (2020: 19 per annum).

The Bank has entered into arrangement for financing with the State Bank of Pakistan (SBP) for extending Temporary Economic
Refinance Facility 1o customers. As per the arrangement, the Bank has granted SBP the right to recover the outstanding amount
from the Bank at the date of maturity of the finance by directly debiting the current account maintained by the Bank with SBP.
This carries mark-up rate of 3% per annum

The Bank has entered into arrangement for financing with the State Bank of Pakistan (SBP) under Revised SBP Financing
Scheme for Renewable Energy. As per the arrangement, the Bank has granted SBP the right to recover the outstanding amount
from the Bank at the date of maturity of the finance by directly debiting the current account maintained by the Bank with SBP.
This carries mark-up rate of 3% per annum (2020: 2% to 3% per annum). These borrowings are repayable up to November 2025.

Kl ol v



155  These borrowings have been obtained from SBP under the refi and credit g scheme for women entrepreneurs in underserved arcas for setting up of new units
and meet credit needs of b The b ings are repayable in equal g ly install :&nwcpcﬁodifwanddouquwhmmﬂwmzofmhlp
for end users under the facility is up to 5% per annum. The loss, ifany, includes sk coverage of 60% of the outstanding principal by the State Bank of Pakistan,

156 This carics marksup rate up 10 10.25% per annum (2020; 7.05%). The botrowing is repayable up to 4 Mar 2022 (2020: 4 Jan 2021). This borrowing is secured against
government securities of camying value Re. 8,507 million (2020 Rs, 5,404 million).

16.  DEPOSITS AND OTHER ACCOUNTS 021 2020

In local In forcign Total In local In foreign Total
currency currency curmency currency
(Rupeces in "000)
Cuostomers
Current accounts - non-remunerative 4,846,659 46,749 4,593,408 4,055,536 47,212 4,102,748
Savings deposits 14,994,786 392,783 15,387,569 13,476,505 425376 13,901,881
Term deposits 4,565,076 7308 4572351 6,600,843 14,545 6,615,388
Orhiers 472,222 & 472212 538,295 - 518
24,878,743 446,837 15315550 24,671,179 487,133 25158312
Financial institutions
Current accounts - non-remunerative 9,548 - 9,548 5951 - 8,951
Savings deposits 15416 - 15,416 10,734 - 10,734
Term deposits 11,000 - 11,000 11,000 . 11,000
Others S A z 80 67 | - _67 |
36044 - 36,044 10,752 - 30,752
SN, AN, 28060624, 24001031, __dST03), 25189003,
16.1  Composition of deposits 2021 2020
(Rupees in '000)
» Indiaduals 9,921,501 10,116,118
« Government (Federal and Provineial) 10,940,752 8,802,161
= Public Sector Entities 971,660 2,986,867
< NorBanking Finasncial § 36,044 30752
= Private Sector 3491327 3252565
—diRL2E, 2210005,

162 This includes eligible deposits of Rs. 11,215.89 million (2020: Rs. 10,869.87 million) which are covered under deposit 7 hanism as required by the Deposit
Protection Corporation circulas no 4 of 2018,

17, DEFERRED TAX LIABILITY /(ASSET)

Bal arat Recognised Recognised Bal asal Recognised Recognised Bal asat
1 January in profit and in other 31 December  in profit and inother 31 December
2020 loss account  comprehensive 2020 loss account  comprehensive 2021
income income
(Rupees in "000)

Deductiblef{1axable) temporary

differences on:
Lease lishilitv-net of ROUA - - - - (7070 - (7073
Tax loss carried forwand (70.344) 70344 . - - - -
Unabsorbed deoreciation’

amortization (15.373) 15373 - - - - -
Surplus on revaluation of

» Butldings 51273 (3.031) - £4.245 (3.025) 51596 105213

- Investments 11,190 - (1.755) 3435 - (18.369) (14.934)
Remeasurement loss on

defined benefit oblications - - 2468 24638 - 12.468) -
Net deferred tax liability (17 EQ] B2084 (5287) ALl (10,101) A5 83,205,

171 B:insmadm!.defzmdmummumdbm.snﬂmil!'wnh:wnotbctnmynuddw’m;lhe)w.mmddadcfmdmmﬂommmdmhﬁfofﬂ*w
of Rs. 138.73 millicn, provision for advances carry forwarded ender Seventh Schedule of Income Tax Ordinance, 2001 not tilized duting the year of Rs. 420.3 million and

deferred tax asset over minimum tax carmyforward under section 113 of Income Tax Ordinance, 2001 amounting Rs, 33,25 millica.

2021 2020

18,  OTHER LIABILITIES Note (Rupees in *000)
Mark-up retum/ interest pavable ia local currensy $40.675 668223
Mark-up/ retum/ interest payable in foreign currency 7 35
Uncamed commission and income 6887 7313
Accrued expenses 74782 61,344
Payable against purchase of fined assels 4933 7,603
Acceptances 5016 1516
Branch adjustment account 1,777 -
Payable to staff retirement defined benefit plans 35 40,148 58,681
Payable under a defined benefit scheme Id 7,140 7,140
Provision for employees’ comy d ok i 70,819 60,797
Taxation Paviment less oronision 47534 91,375
Provident fund pavable to the members 18.1 5670 5742
St2{T Welfare Fund 782 782
P azainst off-balance sheet obligy 106,087 -
Bencvolent fund balance (bemng refunded 1o the employees) 1958 2048
Lease liability against right-oftuse a1scts 18.3 262,150 361,216
Pavable agamst collection and withholding tax 12.826 41279
Cthers 18.2 —_—Ny 230

—l2iE, L3022,

18.1 This represents the provident fund balance payable to the members of the Provident Fund. The Fund was discontinued in a previous year and the balance in its records were
transferred to the Dank for ds seitl 1 1o the b

18.2  'This includes security dey collected by the Bank amounting to Rs. 13,68 million and cash of Rs. 12.12 million received from the State Bank of Pakistan on a replacement

for cash beld by the Bank for disinfection. Subsequent to the year end the cash 30 held for disinfection was retumed to the State Bank of Pakistan. This also includes Rs, 2021
million received by the Dank from borrower against settlement of Non-Banking Asset E§



18.3  This represents the liability recognised against right of use assets, The liability balance has been discounted at weighted average rute of
13.23% per annum, Other relevant details are as follows:

19.1

19.2

19.3

20.

Particulars

Not later than one year
Later than one year and upto five years
Over five years

Particulars

Not later than one year

Later than one year and upto five years
Over five years

SHARE CAPITAL

Authorised capital

2021 2020
{(Number of shares)

=000.000.000, _600.000.000

Issued, subscribed and paid-up-capital

2021 2020
(Number of shares)
334,365,000 334,365,000
65,046,250 65,046,250
399,411,250 399,411,250

Sharcholders (associated undertakings)

Federal Government of Pakistan through
Ministry of Finance

MCB Bank Limited

Habib Bank Limited

Allied Bank Limited

National Bank of Pakistan

United Bank Limited

31 December 2021

SURPLUS ON REVALUATION OF ASSETS - NET

(Deficit) / surplus on revaluation of
- Available for sale securities
= Property and equipment

Less: Deferred tax on surplus on revaluation of

= Available for sale securitics
- Property und equipment

Surplus arising on revaluation (net of tax)

Minimum lease Finaneial Principal
payments charges for outstanding
future periods
(Rupees in '000)
107,138 26,742 80,396
198,533 37,919 160,614
22,951 1,810 21,140
s G671 262150,
31 December 2020
Minimum lease Financial Principal
payments charges for outstanding
future nerinds
(Rupees in '000)
139,111 39.120 99,746
283,188 60,968 222220
44,815 5.565 39.250
467,114 105,653 361216
2021 2020
(Rupees in '000)
Ordinary shares of Rs, 10/- each —6.000,000 ___ 6000000
Ovrdinary shares of Rs 10/- each 2021 2020
(Rupees in '000)
- Fully paid in cash 3,343,650 3,343,650
- Issued as bonus shares 650,463 650,463
=394 3928113,
2021 202
Number of Percentage of Number of Percentage of
shares held shareholding shares held sharcholding
% %
330,088,793 §2.64 330,088,793 82.64
23,095,324 5.78 23,095,324 578
23,095,324 578 23,095,324 578
7,734,927 1.94 7,734,927 1.94
7,698,441 1.93 7,698,441 1.93
7,698,441 1.93 7.698.441 1.93
399,411,250 100,00 __399.411.250 ___100.00.
2021 2020
Note (Rupees in '000)
8.1 (35,986) 8,808
20.1 341,763 214,332
305,777 223,140
17 (14,939 3,435
20.1 _ 105.213 54,245
90,279 57,680
215,498 165,460

W



21,

21.1

21.2

21.2.1

Surplus on revaluation of property and equipment
Note

Surplus on revaluation of property and equipment as at January |

Revaluation surplus for the year recognized during the year 10.1

Transferred to unappropriated profit in respect of incremental
depreciation charged during the year - net of deferred tax

Related deferred tax liability on incremental

depreciation charged during the year
Surplus on revaluation of property and equipment as at 31 December

Less: related deferred tax liability on:

- revaluation as at January |

- revaluation surplus for the year recognized during the year
- effect of change in tax rate

- incremental depreciation charged during the year

CONTINGENCIES AND COMMITMENTS

'
—
—

Guarantees
Commitments 21.2
Other Contingent Liabilities

]
b
e b

Guarantees

Performance Guarantee

Other guarantees

Commitments

Documentary credits and short-term trade-related
transactions:

Letters of credit

Commitments in respect of:

Forward exchange contracts 21.2.1

Forward government securities transactions 21.2,
Acquisition of Intangibles
Forward Swaps

Commitments in respect of forward exchange contracts

Sale - Banks
Purchase - Banks

Commitments in respect of forward Swaps

Sale - Banks

ki

.....

2021 2020
(Rupees in '000)
214,332 222,108
135,195 -
(4,736) (4,743)
(3,028) (3,033)
341,763 214,332
54,245 57,278
50,695 -
3,301 -
(3,028) (3,033)
105,213 54,245
236,550 160,087
1,188,363 2,552,264
1,058,554 715,394
2,681,428 2,284,473

4,928,345

. SEmET

1,146,697 2,552,264
41,666 -
1,188.363 2.552.264
1,055,879 710,782
2,675 4,012
1,058,554 715,394




21.3  Other Contingent Liabilities
These mainly represent counter claims by borrowers for damages due to the legal action and reputational
damages they face while proceedings of recovery and related criminal suits on them and other claims against

the Bank. Management is confident that the matters will be decided in the Bank’s favour. Accordingly, no
provision has been made in financial statements.

21,4  Commitments to extend lendings

The Bank makes commitments to extend credit in the normal course of its business but these being revocable
commitments do not attract any significant penalty or expense if the facility is unilaterally withdrawn.

21,5 Tax
Refer notes 31.3 to 31.4 for tax related contingencies.
22, DERIVATIVE FINANCIAL INSTRUMENTS

The Bank, as a policy does not enter into derivatives except for forward foreign exchange contracts and foreign
exchange currency swaps, with Banks to manage its net open position, and liquidity.

2021 2020
23, MARK-UP/RETURN/INTEREST EARNED (Rupees in '000)
Loans and advances 999,927 1,287,790
Investments 1,476,960 1,657,389
Lending to financial institutions 63,354 73,105
Balance with treasury Bank - 216

__2si0zd1 308500

24. MARK-UP/RETURN /INTEREST EXPENSED

Deposits 1,155,007 1,594,019
Borrowings 389,830 183,161
Foreign currency swaps - 15,808
Lease liability against right-of-use assets 39,104 46,586

1,583,941 1,839,574

25. FEE & COMMISSION INCOME

Branch banking customer fees 28,230 27,547
Credit related fees 578 2,731
Consumer Finance and credit related fees 3,166 8,237
Card related fees 10,422 10,268
Commission on trade 6,055 18,058
Commission on guarantees 21,849 28,931
Commission on bancassurance 3,718 057
Others 2,123 3,253
76,141 99_,_2%

26. GAIN ON SECURITIES

Realised

Federal Government securities 2,445 160,303
2,445 160,303

ol



27.  OTHER INCOME

Gain on sale of fixed assets-net

Tender fee received

Recovered from employees against
unserved notice period

Others

28. OPERATING EXPENSES
Total compensation expense

Property expense
Rent & taxes
Insurance (including deposit protection)
Utilities cost
Sccurity (including guards)
Repair & maintenance
Depreciation on right-of-use assets
Depreciation on owned fixed assets
Impairment on Non-banking assets
Depreciation on Non-banking assets

Information technology expenses
Software maintenance
Hardware maintenance
Depreciation ( IT related)
Amortisation

Other operating expenses
Directors' fees and allowances
Legal & professional charges
Outsourced services costs
Travelling & conveyance
NIFT clearing charges
Depreciation
Training & development
Postage & courier charges
Communication
Stationery & printing
Marketing, advertisement & publicity
Entertainment
Membership and subscriptions
Auditors Remuneration
Others

28.1 Total compensation expense

Managerial remuneration
Charge for defined benefit plan
Conveyance

Others

VS VAN

Note

28.1

10.1
10.1
12.3.1
12.3:1

10.1

1.2

38.1

4.1

10.1

LY
S
Li¥)

28.1.1

2021 2020

(Rupees in '000)

8,102 131
156 82
856 19

23,219 804
32,333 1,036
515,880 471,218
7,518 2,395
31,282 28,458
47,156 38,430
43,015 38,693
20,886 29,365
101,819 103,546
11,838 12,692
3 35
: 1
263,514 253,615
22,889 18,788
38,199 20,660
23,979 22,292
27,542 26,176
112,609 87,916
2,582 -
15,801 12,482
27,813 22,669

5,557 8,022

4,611 15,799

3,876 3,776
123 207

8,269 8,941

40,526 36,549
14,852 13,762

6,172 230

6,707 6,815

1,662 2,188

11,500 9,950
13,491 5,034
163,542 146,424
1,055,545 959,173
463,676 431,722
34,090 20,647
10,057 9,953
8,057 8,896
515.880 471218




28.1.1

28.2

29.

30.

31

31.2

313

Charge for defined benefit plan - net
This represents provision for pension amounting to Rs. 7.243 million (2020: Rs. 7.646 million), charges
for gratuity amounting to Rs 14.528 million (2020: Rs. 13.674 million) and charge for compensated
absences amounting to Rs 12.319 million (2020: Rs. (0.673) million)
2021 2020
Auditors' remuneration Note (Rupees in '000)
Audit fee 10,000 9,000
Fee for other statutory certifications = 250
Out-of-pocket expenses 1,500 700
___ 11500 9.950
OTHER CHARGES
Penalties imposed by the SBP 32.024 623
PROVISIONS & WRITE OFFS - NET
Provision against advances - net 9.3 1,271,115 75,500
Provision against off balance sheet obligations 106,087 -
Reversal of provision against diminution in
value of investments 8.6 (7,781) -
Provision against other assets - 34,706
Provision against tax cases 28,307 .
1,397,728 110,206
TAXATION
Current tax 33,301 76,339
Prior year tax - -
Deferred tax 17 (10,101) 82,684
- 23200 159.023
Reconciliation of tax charge to the accounting income is as follows:
Accounting Profit / (loss) before tax for the year (1.393.319 391.856
Taxable liability / (asset) at 37.5% (2020: 35%) (522,495) 137,150
Super tax@ 4% - 16,658
Deferred tax asset for the year not recognized 592,910 -
Deferred tax asset not recognized earlier (10,587)
Permanent difference 10,615 5,215
Others (47,243) -
23,200 159.023
Income tax return for the tax year 2022 (financial year ended 31 December 2021) have been filed which
is deemed to have been assessed under Section 120 of the Income Tax Ordinance, 2001 (unless selected
for audit).
While finalizing the assessments for tax years from 1997 to 2000 and from 2004 to 2008 (financial years

ended from 31 December 1996 to 31 December 1999 and from 31 December 2003 to 31 December 2007
respectively), the tax authorities, from time to time, made certain disallowances of nostro account
balances written off, apportionment of expenses, interest suspended ete., against which appeals were
filed by the Bank at the Appellate Tribunal Inland Revenue (ATIR).
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31.4

32.

33.

33.1

The ATIR vide its order dated 31 May 2012 decided all the matters (except disallowance of written off of
nostro balances, interest suspended and apportionment of expenses) for tax years from 2004 to 2008 in
favor of the Bank against which CIR had filed an appeal in the Sindh High Court (SHC) which is
pending for hearing. Further, the matter of nostro balances written off was remanded back by ATIR 10
the CIR whereas the matter of apportionment of expenses and interest suspension have been disallowed
against which the Bank has filed an appeal in SHC, which is pending adjudication. Tax amount involved
is Rs. 10.769 million. The management is confident that the decision in appeals (including those filed by
CIR as explained above) would be in its favour. However, for abundant caution, provision of aforesaid
amount is being maintained by the Bank.

The Income Tax department has issued orders under sections 161 and 205, raising demands due to the
non-deduction of tax on profit payments on certain deposits for the tax years 2014, 2015, 2016, and
2017, respectively. In accordance with prudent accounting practices, provisions have been established for
the tax years for which decisions are pending.

BASIC AND DILUTED (LOSS)/ EARNINGS PER SHARE

2021 2020
(Rupees in '000)

(Loss) / profit after taxation (1416.,519) 232.833

(Number in '000)

Weighted average number of ordinary shares 399,411 399411
(Rupees)
Basic and diluted (loss) / earnings per share (3.55) 0.58
2021 2020
Note (Rupees in '000)

CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks 5 2,636,980 2,337,454
Balances with other banks 6 181,575 196,224

2,818,555 2,533,678

Reconciliation of movement of liabilities to cash flows arising from financing activities
Lease liabilities

2021 2020
(Rupees in '000)

Balance as at | January 361,216 396,077
Total changes from financing cash flows (138,169) (169,027)
Other changes 39,104 134,166
Balance as at 31 December 262,150 361.216
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34.

354

STAFF STRENGTH

Permanent
Temporary / on contractual basis
Bank's own staff strength at end of the year

In addition to above, 62 (2020: 63 ) employees of an outsourcing services company were assigned to the Bank as at 31 December 2021,

DEFINED BENEFIT PLAN

General description

The Bank operates an approved pension fund and an approved gratuity fund for its employees as explained in note 4.10 1o these financial statements.

Number of employees under the scheme

Pension fund
Gratuity fund

Principal actuarial assumptions

The actuarial valuations were carried out as at 31st December 2021 using the following significant assumptions:

Discount rate

Expected rate of return on plan assets
Expected rate of salary increase
Expected rate of increase in pension
Mortality rate

Rate of employee tumover

Reconciliation of payable to defined benefit plan

Present value of defined benefit obligations
Fair value of plan assets
Net payable

1 JPYIIACN

Note

357

2021 2020
(Number)
464 408
4 10
468 478
2021 2020
(Number)
_43 46
425 432
2021 2020
11.75% 9.75%
15.00% 11.25%
9.75% 5.00%
3.75% 1.75%
(SLIC (2001-05)-1 (SLIC (2001-05)-1
Light Light
2021 2020 2021 2020
Pension fund Gratuity fund Pension fund Gratuity fund ‘otal
(Rupees in '000)
181,058 59,138 163,689 43,857 240,196 207,546
(158,307) (41,741) (123,213) (25,652) (200,048) (148,865)
22,751 17,397 40,476 18.205 40,148 58,681




Nore 2021 2020 2021 2020
355 Movement in payable to defined benefit plan Pension fund Gratuity fund Pension fund Gratuity fund Total
(Rupees in '000)
Obligations at the beginning of the vear 163,689 43,857 166,988 38,590 207,546 205,578
Current service cost 3272 13,877 3,711 14,217 17,149 17,928
Interest cost 15,652 3,807 18,331 3,499 19,459 21,830
Benefits paid during the year by the Fund (13,702) (4,591) (24,423) (7,109) (18,293) (31,534)
Re-measurement loss / (gain) 35.8.2 12,147 2,188 (916) (5,340) 14,335 (6,256)
Obligations at the end of the year 181.058 59,138 163.689 43,857 240,196 207.546
35.6  Movement in fair value of plan assets
Fair value at the beginning of the year 123,213 25,652 132,307 29,591 148,865 161,898
Interest income on plan assets 11,681 3,156 14,396 4,032 14,837 18,428
Benefits paid during the year by the Fund (13,702) (4.591) (24,425) (7,109) (18,293) (31,534)
Actual contribution by Employer 40,475 18,206 - - 58,681 -
Re-measurement (loss) / gain 3582 (3,360) (682) 935 (862) (4,042) 73
Fair value ot the end of the year 359 158,307 41.741 123,213 25.652 200,048 148,865
35.7  Movement in net defined benefit obligation
Opening balance 40,476 18,205 34,681 8,999 58,681 43,680
Charge for the year 3581 7,243 14,528 7.646 13,684 21,771 21,330
Net Contribution to Fund (40,475) (18,206) - - (58,681) -
Re-measurement loss / (ain) recognised in OCI during the year 3582 15,507 2,870 (1.851) (4,478) 18,377 (6,329)
Closing balance A 7 T WMo 11 1 40.476 18205 0048 SRGRI
358  Charge for defined benefit plans
35.8.1 Cost recognised in profit and loss
Service cost 3272 13,877 3,711 14,217 17,149 17.928
Interest income on plan asset (11,681) (3,156) (14,396) (4,032) (14,837) (18,428)
Interest on defined benefit obligation 15,652 3.807 18,331 3,499 19,459 21,830
3.971 651 3.935 (533) 4,622 3.402
7,243 14,528 7.646 13,674 21,771 2]&!=
35.8.2 Re-measurements recognised in OCI during the year
Net loss / (gain) on obligation
Financial assumptions 5,967 2,764 (3.420) (1,192) 8,731 (4,612)
Experience adjusiment 6,180 (576) 2.504 (4,148) 5,604 (1.644)
12,147 2,188 (916) (5.340) 14,335 (6.256)
Actuarial loss / (gain) on plan assets 3.360 682 (935) 862 4,042 (73)
Total re-measurements recognised in OCI 15,507 2.870 (1.851) (4,478) 18377 e (6320).
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2021 2020

Pension Gratuity Pension Gratuity
fund fund fund fund
Note (Rupees in '000)
35.9 Components of plan assets
Bank balances 6,618 3,980 8,368 2,937
Debt Instruments (T-bills / PIBs) 151,689 37,751 114,845 22,705
158.307 41,731 123,213 25,642

35.10  Secnsitivity analysis

Sensitivity analysis should be disclosed by varying one assumption keeping all other assumptions constant and
calculating the impact on the present value of the defined benefit obligations under the various employee benefit
schemes. The increase / (decrease) in the present value of defined benefit obligations as a result of change in
cach assumption should be summarised as illustrated below:

2021 2020
Pension Gratuity Pension Gratuity
fund fund fund fund
(Rupees in '000) (Rupees in '000)
1% increase in discount rate 164,770 56,786 148,656 42,091
1% decrease in discount rate 200,209 61,661 181,436 45,758
| % increase in expected rate of salary increase 187,379 61,583 169,294 45,706
I % decrease in expected rate of salary increase 175,329 56,838 158,646 42,123
1% increase in expected rate of pension increase 194,206 - 179,209 -
1% decrease in expected rate of pension increase 169,592 - 152,807 .
35.11  Expected charge for the next financial year 6,700 14,528 7.243 14.528
2021 2020
Pension Gratuity Pension Gratuity
fund fund fund fund
35.12  Maturity profile
The weighted average duration of the
obligation (in years) 9.00 10.20 9.18 11.21
Distribution of timing of benefit payments
(time in years)
1 10,028 2,182 9,728 754
2 10,872 2,545 9,894 2,292
3 10,749 3,244 10,420 2,894
4 17,987 7,048 12,604 3,768
5 19,087 9,281 16,128 6,872
6-10 103,817 109,138 88,847 88,433
11-15 176,391 - 129,156 -

35.13  Funding Policy

The Bank has the policy to make annual contributions to the fund based on actuarial report.
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35.14 Significant risk associated with the staff retirement benefit schemes include:

36.

37.

37.1.

Assct volatility

Almost all the Fund is in a liquid position with the Bank giving rise to significant reinvestment risk. There
is no equity or corporate bond exposure. Thus, no equity or settlement risk.

Changes in bond yiclds

The valuation for all retirement benefit is discounted with reference to the bond yields. So, any increase in
Bond yields will lower the Liability and vice versa, but, it will also lower the Asset values if they are
invested in the bonds.

Inflation risk

The salary inflation (especially the final salary risk) is the major risk that the retirement benefit liability
carries. In a general cconomic sense and in a longer view, there is a case that if bond yields increase, the
change in salary inflation generally offsets the gains from the decrease in discounted gratuity liability. But
viewed with the fact that, asset values will also decrease; the salary inflation does, as an overall affect,
increases the net liability of the Bank.

Further, there is also a risk of pension increases on pension liability, however, this is a controlled risk as
annual pension increases are allotted by the Bank and the Trustees.

Mortality rate

The risk that the actual mortality experience is different than the assumed mortality. This effect depends on
the beneficiaries’ service / age distribution and the benefits.

Withdrawal rate

The risk of higher or lower withdrawl experience than assumed. The final effect could go either way
depending on the beneficiaries' service / age distribution and the benefit.

UNFUNDED GRATUITY

The bank used to operate an unfunded gratuity arrangement for one of its ex-President. The liability
determined in accordance with the terms of the arrangement as at 31 December 2021 was Rs. 7.140 million
(2020: Rs 7.140 million).

EMPLOYEES COMPENSATED ABSENCES

The liability of the Bank in respect of employees compensated absences is determined based on actuarial
valuation carried out using Projected Unit Credit Method. The liability of the Bank as per the latest
actuarial valuation carried out as at 31 December 2021 amounted to Rs. 70.819 million (2020: Rs. 60.797
million) which has been fully provided by the Bank. Charge for the year in respect of these absences is Rs.
12,319 million (reversal for the year 2020: Rs. 0.683 million) which is included in note 28 to these
financial statements. Discount rate of 11.75% (2020: 9.75%) and salary increase of 9.75% (2020: 5%) per
annum have been used for the above valuation.

The actuarial valuation was carried out as at 31 December 2021 using the following significant
assumptions:

2021 2020
Discount rate 11,75% 9.75%
Expected Long Term return Not Applicable Not Applicable
Salary increase
First year 15.00% 5.00%
Second year and onwards 9.75% 7.75%
Withdrawal before Normal Retirement Age Light Light
Death in services SLIC (2001-  SLIC (2001-05)-
05)-01 01
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8.2

COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONNEL

Total Compensation Expense

Fees and Allowances
Managerial Remuneration
1) Fixed

ii) Variable

Rent & house maintenance
Utilitics

Medical

Conveyance

Charge for defined benefit plan
Others

Total

Number of persons

Fees and Allowances
Managerial Remuneration
i) Fixed

ii) Variable

Rent & house maintenance
Utilities

Medical

Conveyance

Charge for defined benefit plan
Others

Total

Number of persons

2021
Acting Dircctors Key

P'resident / Chairman Executive  Non- Executive Management

CEO Personnel

(Rupees in '000)

- 325 - 1,265 -
2,696 - - - 37,608
210 - - . 3,140
612 - - - 11,097
153 - = 2 2,774
191 - - - 3,468
- - - - 57
259 - - - 3,892
= y - = 923
4,121 325 - 1 . 65 621959

1 1 - 5 15
2020
Acting Directors Key

President / CEO Chairman Exccutive Non- Executive  Management

Personnel

(Rupees in '000)
3.842 - - - 38,447
369 - . - 2,488
990 ’ & s 11,077
257 5 5 - 2,769
265 - - - 3,462
" = - - 29
259 - - - 1,833
155 - - - 417
6,137 é - - 60,522
1 2 - - 17

The acting Chiefl Executive was also provided with free use of the Bank's maintained car and household equipment in accordance with the terms

of employment,

Sr. N Name of Director

Mr. Najeeb Agrawal

Ms. Sabiha Sultan

Ms. Naghmana Alamgir
Ms. Bushra Ehsan

Ms. Sumbul Munir

Mr. Wahjahat Rasul Khan

O LA de L B e

Meeting Fees and Allowances Paid

For Board Committees

For Doard HR & Risk Audit Information Total Amount

Mectings Remuneration || Management Technology X

Committee Paid
ommitiee ommittee ommitler
(Rupees in '000)

200 100 - - 25 325
80 - - - - 80
200 100 - - 25 325
200 100 - 50 - 350
160 - 25 50 - 235
200 - 25 50 - 275
1,040 300 50 150 50 légo

Duc to non existence of the Board of Dircctors from January 2019 to August 2021, no meeting was held in prior year. Therefore, no
remuneration was paid to Directors in prior year,



39. FAIR VALUE MEASUREMENTS

The fair value of traded investments are based on quoted market prices. The fair value of unquoted cquity securities is determined on the basis of the break-up value of the investee company. The fair
value of unquoted debt securities, fixed term loans, other assets and fixed term deposits and borrowings and other liabilitics cannot be calculated with sufTicient reliability due to the absence of 2
current and active market for such assets and liabilities and reliable data regarding market rates for similar instruments,

In the opinion of management, the fair value of the remaining financial assets and liabilitics are not significantly different from their carrying values since they are short term in nature or in case of
customer advances and deposits are repriced frequently.

All assets for which fair value is measured or disclosed in these financial statements are categorised within the [uir value hierarchy based on the lowest level input that is significant to the fair value
measurement.

39.1  Fair value of financial assets
The Bank measures fair values using the following fair value hicrarchy that reflects the significance of the inputs used in making the measurements:
Level 1:  Fair value measurements using quoted prices (unadjusted) in active markets (Pakistan Stock Exchange) for identical assets or liabilities.

Level 2:  Fair value measurements using inputs other than quoted prices included within Level 1 that are observable for the assets or liability, either directly (i.e. as prices) or indirectly (i.c. derived
from prices) available at MUFAP and Reuters page. The fair values of Federal Government Securities are determined on the basis of rates / prices sourced from Reuters.

Level 3:  Fair value measurements using input for the asset or liability that are not based on observable market data (i.c. unobservable inputs).

39.2  The table below analyses financial instruments measured at the end of the reporting period by the level in the fair value hierarchy into which the fair value measurement is categorised:

2021
Fair value
Carrying /
notional value Level 1 Level 2 Level 3 Total
(Rupees in '000)

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

-Federal Government Securities 23,777,629 - 23,777,629 - 23,777,629
Financial assets not measured at fair value
Investments

- Shares of an unlisted company 954 - - - -
Cash and balances with treasury banks 2,636,980 - - - -
Balances with other banks 181,575 - - - -
Lending to financial instruments 1,985,000 - - - -
Advances 9,333,443 - - - -
Other assets 355,995 - - - -

14,493,947 - - - -

Off-balance sheet financial instruments -




2020
Fair value

Carrying /
notional value Level | Level 2 Level 3 Total
(Rupees in '000)

On balance sheet financial instruments
Financial asscts measured at fair value
Investments

-Federal Government Sccurities 21.093.461 - 21,093,461 - 21,093,461
Financial assets not measured at fair value
Investments

- Shares of an unlisted company 954 - - - -
Cash and balances with treasury banks 2,337,454 - - - -
Balances with other banks 196,224 - - - -
Lending to financial instruments 1,960,972 - - - -
Advances 11,087,975 - - - -
Other assets 485.996 - - - -

16,069,575 - - - -
Off-balance sheet financial instruments - - - - -
2021 2020
393  Non Financial assets carried at revalued amounts (Rupees in '000)
Level 3 Level 3

Fixed assets
Property and equipment (frechold and leaschold land) 378,008 252,477
Other assets
Non banking assets acquired in satisfaction of claims 20,172 15,852

Land and Building acquired arc valued on a periodic basis using professional valuers. The valuation is based on their assessments of the market value of the assets as explained in note 10.1.1, The
effect of changes in the unobservable inputs used in the valuations cannot be determined with certainty. Accordingly, a qualitative disclosure of sensitivity has not been presented in these fin.

ancial
statements, W@
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SEGMENT INFORMATION

Segment details with respeet to business activities

I'rofit & Loss

Net mark-up/return/profit

Inter segment (expense) / revenue - net
Non mark-up / return / interest income
Total Income

Segment direct expenses

Inter segment expense allocation
Total expenses

Provisions and write-ofTs - net
Loss before tax

DBalance Sheet

Cash & Bank balances
Investments
Net intersegment receivable/(payable)
Lending to financial institutions
Advances - performing
- non-performing net of provision
Others
Total Asscts

Borrowings

Deposits & other accounts
Others

Total Liabilities

Equity

Total Equity & liabilities

Contingencies and Commitments

Profit & Loss

Net mark-up/return/profit

Inter segment (expense) / revenue - net
Non mark-up/ retumn / interest income
Total Income

Segment direcl expenses

Inter segment expense allocation
Total expenses

Provisions and write-offs - net
Profit / (loss) before 1ax

Balance Sheet
Cash & Bank balances
Investments
Net inter segment lending
Lending to financial institutions
Advances - performing
- non-performing net of provision
Others
Total Assets

Borrowings

Deposits & other accounts
Others

Total Liabilities

Equity

Total Equity & liabilities

Contingencies and Commitments

For the vear ended 31 December 2021

Corporate Treasury Retail and Commercial Total
Finance Consumer Banking
banking
{Rupees in "000)
73202 1,171,763 (347,188) 58,523 956,300
920,133 (1,087,077) 63,356 103,588 -
57,108 27,204 47,734 3.632 135,678
1,050,443 111,890 (236,098) 165,743 1,091,978
$22,228 20,229 80,722 164,390 1,087,569
135,186 (60.062) (29,655) (45.469) -
957,414 (39,833) 51,067 118,921 1,087,569
(1,182,611) (9.383) (7,668) (198.,066) (1,397.728)
(1,080,582) 142,340 (294,833) (151,244) (1,393,319)
1379,519 1,439,036 - - 2,818,555
- 23,778,583 - - 23,778,583
18,789,716 (18,724,041) (51.321) (14,354) =
- 1,985,000 - - 1,985,000
7.250,208 - 886,007 1,175,304 9,311,519
13,378 - 233 8313 21,925
847,399 109.443 102,130 133,199 1,192,172
28280220, BS88.021 937,050 1302462 3007753,
1,115,693 8,490,694 73,055 - 9,679,443
11,948,495 - 9,921,801 3491327 25,361,624
1.060.606 61,604 311,446 153,779 1,587,434
14,124,794 8,552,298 10,306,302 3,645,106 36,628,500
14,155,426 35,723 (9.369,252) (2342,64) 2,479,253
28280220, BSSSON ____o¥O80, 13040 RIOIIS.
928,345 = = - 4,928,345
For the vear ended 31 December 2020 _—
Corporate Treasury Retail and Commercial Total
Finance Consumer Banking
banking
(Rupees in '000)
(722.331) 1,537,837 166,945 196,475 1,178,926
1,548,032 (1,358,785) (34.064) (155,183) -
104,299 170.150 8,483 - 282932
930,000 349,202 141,364 41,292 1,461,858
641,840 (1,369) 247,137 72,188 959,796
212,740 (139.679) (56,545) (16.516) B
854,580 (141,048) 190,592 55,672 959,796
(110,206) - - - (110.206)
(34,786) 490,250 (49.228) (14,380) 391,856
1,413,343 1,120,335 - - 2,533,678
- 21,094,415 - - 21,094,415
18,439,953 (18,194,303) (44,219) (201,432) -
- 1,960,972 - . 1,960,972
8,152,263 - 482,028 1,953,246 10,587,537
175,001 - 47 325,300 500,438
1,105,324 91,188 82,555 57,678 1.336,745
29,285,974 6,072,608 520,410 2,134,793 38,013.785
1,197,304 5,700,000 - 82,380 6,979,684
25,189,064 - - - 25,189,064
5448614 15,725 (2,690.361) (785.847) 1,988,130
31,834,982 5,715,725 (2,690,361) (703,467) 34,156,878
(2.549,008) 356,883 3.210.771 2.838.260 3,856,907
20,285 974 6,072,608 520410 2134793 ___ 38013785
5,552,131 - - - 5,552,131
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4.

TRUST ACTIVITIES

The Bank is not engaged in any significant trust activities. However, the Bank is holding investments of other entities in its IPS account maintained with the State Bank of Pakistan,

As of 31 December 2021 As of 31 December 2020
Securities Held (Face Value) Securities Held (Face Value)
No. of IPS Market Treasury Pakistan Total No. ol IPS Market Treasury Pakistan Total
Category Accounts Bills Investment Accounls Bills Investment Bonds
Bonds
(Rupees in '000) (Rupees in "000)
Government Entity 3 ____88,000 110,000 198,000 3 35,000 110,000 145,000

RELATED PARTY TRANSACTIONS

The Bank has related party relationships significantly with employee benefits, directors and key management personnel. Government of Pakistan through Ministery of Finance holds 82.64 % of the Bank's share
capital.

Transactions with key management personnel are as per the terms of their employment. Contributions to and accruals in respect of stafl retirement benefit plans are in accordance with the actuarial valuations.
Remuneration of the key management personnel are disclosed in notes 38 to these financial statements. Other transactions are at agreed rates. Details of transactions and balances with related parties, except as
disclosed elsewhere in the financial statements. are as follows:

Details of balances and transactions with related parties during the year, other than those which have been disclosed elsewhere in these [inancial statements are as follows:

Noze 2021 2020
A - BALANCES Director (Acting Other Key Other related Total Director Other Key Other related Total
President) management parties (President) management parties
nersonnel nersannel

(Rupees in *000)

Un-listed shares 8.8 - - 954 954 - - 954 954

Advances

Opening balance 735 24,941 - 25,676 3.688 10,751 - 14,439

Addition during the year - 17,745 - 17,745 - 12919 - 12919

Repaid during the year (375) (22,130) - (22.505) (1.373) (5.262) - (6,635)
Transfer in / (out) - (15) - (15) (1,580) 6,533 - 4,953

Closing balance _360 20,541 - 20,901 735 24,941 - 25,676




Other Assets
Interest / mark-up acerued
ATM settlement account

Depaosits and other accounts
Opening balance

Received during the year
Withdrawn during the year
Transfer in/ (out) - net
Closing balance

Other Liabilities

Interest / mark-up pavable
Payable to staff retirement fund
Retirement benelit payable

B - TRANSACTIONS

Income
Mark-up / retum / interest earned
Dividend income

Expense

Mark-up / retumn / interest expensed
Operating expenscs

Charge to defined benefit plan
Remuneration and allowances

2021

2020
Dircctors Other Key Other related Total Directors Other Key Other related Total
management parties management partics
nersonnel nersonnel
(Rupees in '000)
- 209 - 209 - 172 - 172
- = 36263 36.263 - - - -
- 209 36,263 36,472 - 172 - 172
165 12,987 92059 22211 1,753 6,049 3.061 10.863
47,781 84,322 343415 475,525 40,150 58,420 476,952 575,522
(36.893) (89,853) (341.914) (468.660) (42,139) (57.884) (470,954) (570.977)
7,652 330 - 7,982 401 6,402 - 6,803
18,705 7,793 10,560 37,058 165 12,987 9,059 22211
125 171 147 443 13 201 136 350
- - 40,148 40,148 - - 58.682 58,682
383 7338 - 7.721 7.395 3973 - 11,168
2021 2020
Directors Other Key Other related Total Dircctors Other Key Other related Total
management partics management parties
nersonnel nersonnel
(Rupees in '000)
5 1,232 - 1,237 116 871 - 987
- - 24,864 24,864 - - 4959 4959
557 408 597 1,563 68 603 975 1.646
- - 5,140 5,140 - - 4,943 4,943
- - 21,771 21,771 - - 21.320 21,320
5.711 62,959 - 68,671 5.878 58,689 -

@w &
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CAPITAL ADEQUACY, LEVERAGE RATIQ & LIQUIDITY REQUIREMENTS 2021 2020
Nore (Rupees in '000)

43.2 1844719 212411

Minimum Capital Requirement (MCR):
Paid-up capital (net of losses)

Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capital 2,219,672 3,643,522
Eligible Additional Tier 1 (ADT 1) Capital - =
Total Eligible Tier 1 Capital 2,219,672 3,643,522
Eligible Tier 2 Capital 246,058 185,639
Total Eligible Capital (Tier 1 + Tier 2) 2.465,730 é&
Risk Weighted Assets (RWAs):

Credit Risk 6,296,313 6,783,659
Muarket Risk 777,111 1,719,860
Operational Risk 2,214,238 2,073,931
Total 9,287,662 Ig£5?7!450
Common Equity Tier 1 capital adequacy ratio 23.90% 34.45%
Tier | capital adequacy ratio 23.90% 34.45%
Total capital adequacy ratio 26.55% 36.20%

Minimum capital requirements prescribed by SBP

Common Equity Tier 1 Capital Adequacy ratio 6.00% 6.00%
Tier 1 Capital Adequacy Ratio 7.50% 7.50%
Total Capital Adequacy Ratio 18.00% 18.00%
2021 2020
(Rupees in '000)
Leverage Ratio (LR):
Eligible Tier-1 Capital 2,219,672 3,643,522
Total Exposures 39,704,099 41,230,307
Leverage Ratio 5.59%. 8.84%
Liquidity Coverage Ratio (LCR):
Total High Quality Liquid Assets 9,190,958 19,359,060
Total Net Cash Outflow 3,619,822 8,755,741
Liquidity Coverage Ratio 254% 221%
Net Stable Funding Ratio (NSFR):
Total Available Stable Funding 25,758,726 35,756,666
Total Required Stable Funding 17,052,052 15,632,203
Net Stable Funding Ratio 151% 229%,

43.1  Banks uscs simple, maturity method and basic indicator approach for credit risk, market risk and operational risk exposures
respectively in the capital adequacy calculation.

432 Being a public sector Bank, and in terms of the State Bank of Pakistan prescribed minimum capital requirements vide its letter
reference BPRD/BA&CP/627/32/2014 dated 01 January 2014, the Bank is required to have a minimum paid up capital (net of
losses) (MCR) of Rs. 3 billion and capital adequacy ratio of 18% at all times, subject to the condition that MCR level shall remain
enforeed until the Bank remains a public sector entity, the Bank will not be allowed to pay dividend until its paid up capital and
reserves reach Rs. 6 billion and the per party exposure limit of the Bank will be 50% of the prudential regulations limits until the
Bank's paid up capital and reserves reach Rs. 6 billion. At 31 December 2021, Bank's MCR (rcpresenting paid up capital net of
accumulated losses) was Rs. 1.84 billion.

The full disclosures on the capital adequacy, leverage ratio & liquidity requirements as per the SBP instructions issued from time o
time are placed on the bank's website. The link to the full disclosures is available at hitp//www.fwbl.com.plk/public-documents
Buasel-statements.

44, RISK MANAGEMENT

Risk management aspects are embedded in the Bank's strategy, organization structure and processes, The Bank has adopted a
cohesive risk management structure for credit, operations, liquidity, market risk with an integrated approach to strengthen the
process and system as controls are more effective and valuable when built into the process. Effective risk munagement is
considered essential in the preservation of the assets and long-term profitability of the Bank. Clear guidelines and limits, which are
under regular review, are backed by a system of internal controls and independent audit inspections. Internal reporting / MIS are
additional 1o0ls for measuring and controlling risks. Separation of duties is also embedded in the Bank's system and organiwiw
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Credit risk

Credit risk is the risk that a customer or counterparty may not settle an obligation for full value, either when due or at any time thereafler.
This risk arises from the potential that a customer's or counterparty’s willingness or ability to meet such an obligation is impaired,
resulting in an economic loss to the Bank,

The credit risk management process is driven by the Bank's Risk Management Policy , Credit Policy for Corporate, Commercial, SME &
Agri, Collateral Management Policy, Credit Policy and Credit Manual, which provides policies and procedures in relation to credit
initiation, approval, documentation and disbursement, credit maintenance and remedial management.

Individual credit authorities are delegated to credit officers by the Group Executive - Risk & Credit Policy (authorized by BoD) ,
according to their seasoning / maturity. Approvals for Consumer loans are centralized, while approval authorities for International,
Corporate, Commercial, SME and Agri exposures are delegated at a Country / Regional level. Furthermore, credit authorities are also
delegated to business teams in various regions for Commercial, SME & Agri lending. All credit policy functions domestic & international
are centrally organized.

Concentrations of credit risk exist if clients are engaged in similar sctivities, or arc located in the same geographical region, or have
comparable economic characteristics such that their ability to meet contractual obligations would be similarly affected by changes in
economic, political or other conditions. The Bank manages, limits and controls concentrations of eredit risk to individual counterparties
and groups, and to industries, where appropriate. Limits are also applied to portfolios or sectors where the Bank considers it appropriate
to restrict credit risk concentrations, or to areas of higher risk, or to control the rate of portfolio growth.

The Bank uses reputable and SBP zpproved rating agencies for deriving risk weight to specific credit exposures. These are applied
consistently across the Bank credit portfolio for both on-balance sheet and off-balance sheet exposures. The methodology applied for using
External Credit Assessment Institutions (ECAT's) inclusive of the alignment of alpha numeric scale of each agency used with risk bucket is
as per SBP guidelines as is given below:

Types of Exposures and ECAl's used

2021
Exposures JCR - VIS PACRA S&p Fitch Moaody's
Corporate v v - - -
Banks v v - - -
Sovereign . = = x -
SME's v v - - -
*FITCH, Moody's and S& P rotings fas applicable) are used where sovereign exp ex are ol I 1in USD,

Mapping to SBI® Rating Grades

For all exposures, the selected mtings are translated to the standard rating grades given by the SBP. The mapping tables used for
converting ECAI ratings to the SBP rating grades are given below:

Long Term Rating Grades mapping

SBP Rating grade|| ECA Scores JCR-VIS PACRA S&P Fitch Moody's
AAA AAA AAA AAA Ana
| 0.1 AAt AA+ AA+ AA+ Aal
g AA AA AA AA A2
AA- AA- AA- AA- An3
A+ A+ A+ A+ Al
2 2 A A A A A2
A- A- A- A- A3
BBB+ BBB+ BBB+ BBB+ Baal
3 3 BBB BBB BBB BBB Baa2
BBB- BBB- BBB- BBB- Baa3
BB+ BB+ BB+ BB+ Bal
4 4 BB BB BB BB Ba2
BB- BB- BB- BB- Ba3
B+ B+ B+ B+ Bl
5 5,6 B B B B B2
B- B- B- B- B3
6 7 CCC+ and below| | CCC+ and below] [ CCC+ and below | [ CCC+ and below| | Caal and below




44.1.1

44.1.2

Lending to financial institutions

Credit risk by public/ private scctor

Public / Government
Private

Investment in debt securitics

Credit risk by industry sector

Public / Government (T-bills and PIBs)
Telecommunication
Textile

Credit risk by public/ private sector

Public / Government
Private

Gross lending

Non-performing lending

Provision held

2021 2020 2021 2020 2021 2020
(Rupees in '000)
75,602 75,602 75,602 75,602 75,602 75,602
2,048,487 2,024,459 63,487 63,487 63,487 63,487
2,124,089 2,100,061 139,089 139,089 139,089 139,089

Gross investments

Non-performing investments

Provision held

2021 2020 2021 2020 2021 2020
(Rupees in '000)
23,814,569 21,085,607 - - - -
- 7,781 - 7,781 - 7,781
10,000 10,000 10,000 10,000 10,000 10,000
23,824,569 21,103,388 10,000 17,781 10,000 17,781

Gross investments

Non-performing investments

Provision held

2021 2020 2021 2020 2021 2020
(Rupeces in '000)
23,814,569 21,085,607 - - - -
10,000 17,781 10,000 17,781 10,000 17,781
23,824,569 21,103,388 10,000 17,781 10,000 17,781

o



44.1.3 Advances

Credit risk by industry sector

Gross advances Non-performing advances Provision held
2021 2020 2021 2020 2021 2020
(Rupces in '000)

Agriculture, Forestry, Hunting and Fishing 3,358,781 109,887 4,049 1,236 449 267
Textile 1,766,103 1,929,555 670,346 670,346 670,346 659,768
Chemical & Pharmaceuticals 257,674 69,765 - - - -
Cement - - - - - -
Food and Beverages 709,748 5,526,570 - - - -
Footwear and Leather garments 39,295 64,945 - 23,550 - 23,550
Automobile and transportation equipment 97,633 - - - - -
Electronics and electrical Appliances 120,061 93,385 - - - -
Construction 632,416 557,934 596,918 - 583,260 -
Power (electricity), Gas, Water, Sanitary 386,392 331,325 101,500 122,452 101,500 60,430
Wholesale and Retail Trade 1,136,226 1,029,561 676,276 - 674,779 -
Transport, Storage and Communication 4,658 - - - - -
Services 1,697,791 108,608 79,963 - 64,596 -
Individuals 916,542 654,056 1,599 968 1,367 923
Others 921,835 2,053,036 572,425 1,102,309 584,855 675,485

12,045,155 12,528,627 2,703,076 1,920,861 2,681,152 1,420,423

&
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44,16

Credit risk by public / private sector

Public/ Government
Private

Contingencies and Commitments

Credit risk by Industry sector
Agriculture, Forestry, Hunting and Fishing

Textile

Chemical and Pharmaceuticals

Sugar
El ics and el

Construction

Power (electricity), Gas, Water, Sanitary

Wholesale and Retail Trade

Expents/Impons

Transport, Storage and Communication

Financial
Services
Individuals
Others

Credit rsk by public / private sector

Public/ Government
Private

Concentration of Advances

The bank top 10 exposures on the basis of total (funded and non-funded exp

Gross advances Non-performing advances

Provision held

2021 2020 2021 2020 2021 2020
(Rupees in "000)
3,926,291 4,548,195 - 1,920,861 - -
5,118,864 7,980432 2,703.076 - 2,681,152 1,420,423
1 I‘ﬂ-lsil. 55 1 55 ZEIGIT 2.;03.0‘76 I,OIDiSM ab&l:l 51 1,42 IJI-I‘Z.'I
2021 2020
(Rupees in '000)
4,135 2,000
122,270 278,811
145312 7,106
- 55427
- 55,463
2,973,711 1,379,550
274434 1,931,627
1,067,930 522,137
3,132 -
152,303 18,595
170,329 82,215
& 44,630
14,178 1,174,570
4928345 5,552,131
4,928,345 5,552,131
EXFEX X A EI

) aggregated to Rs 8,756 million (2020: Rs 8,982 million) are as following:

2021 2020
{Rupees in '000)
Funded 6,551,060 6,270,831
Nen Funded 2,205,480 2.711,790
Total Exposure 8,756,540 8|932i621
The sanctioned limits against these top 10 exposures aggregated to Rs 12,340 million (2020: Rs 12,416 million).
Total Funded Classified therein 2021 2020
Amount Provision Held Amount Provision Held
(Rupees in "000)
OAEM %, = e -
Substandand = ¥ -5 5
Doubtful = S - .
Loss 944.269 944269 279,123 279,123
944&69 944,269 279, Ei_ 319,12.
Advances - Provinee/Reglon-wise Disbursement & Utilization
2021
Disbursements Utiliration
IProvince / Reglon Punjab Sindh KPKincluding  Balochistan Istamabad AJK including
FATA Gilgit-Baltistan
(Rup in '000)
Punjab 7,987,756 7,987,756 s £ = - -
Sindh 5,300,816 - 5,300,826 - = - =
KPK including FATA 56,279 - - 86279 - - -
Balochistan 15,505 - - - 18,805 - =
Islamabad 1,243,067 - - - - 1,243,067 -
AJK including -
Gilgit-Bal 33,596 =i < . = - 33,596
Toral 14,670,329 7,937:1' Sewielﬁ Sﬁﬁﬂ lﬂ_ lFuioﬂ? .‘]égﬁ
2020
Disbur Ultilization —
Province / Region Punjab Sindh KPK includi v_"..‘ ekl T PR NE :
FATA Qilgit-Daltistan
(Rupees in "000)
Punjab 9,864,721 9,864,721 - 4 - i i
Sindh 7,776,993 - 7,776,993 . - . .
KPK including FATA 39,7119 - - 39,719 = - 5
DBalochistan 21,410 - - - 21410 - -
Islamabad 406,132 - - - - 406,132 -
AJK including ¥
Gilgit-Baltistan 18,250 - - & - - _:_%%ﬁ
Total 18127225 0861721 7776993 39,719 3TAl0 _____doenar 18250,




44.2

44.2.1

44.2.2

Market Risk

Market risk is the risk that the fair value of a ial i nt will 1 due to mo in market prices. It results from Fhmge: in interest rates, t_::clmse
rates and equity prices as well as from changes in the correlations between them. Each of these components of market risk consists of a gencral market risk and a
specific market risk that is driven by the nature and composition of the portfolio.

Measuring and controlling market risk is usually carricd out 3t a portfolio level. However, certain controls are applicd, where necessary, to individual risk fypes, 1o
particular books and to specific exposures, Controls arc also applicd to prevent any undue risk concentrations in trading books, taking into account variations in price,
volatility, market depth and liquidity. These controls include limits on exposure to individual market risk variables as well as limits on concentrations of tenors and
135U¢TS.

Trading activitics are centered in the Treasury and Capital Markets Group which facilitates clicnts and a!s0 runs proprictary positions. The Bank is sctive in the cath
and derivative markets for equity, interest rate and foreign exchange.

The Market and Treasury Risk division perf: market risk rs t activitics. Within this dmnon. t.lw Market Risk Management unit is responsible for the
development and review of market risk policies and p 3, and is involved in h, fi ! g and testing / impl ion of risk 81
systems, while Treasury Middle Office is responsible for implementation and itoring of market risk and other policies, escalation of deviations to senior

management, and MI5 reporting.
The functions of the Market Risk Management unit are as follows:

= Tokeep the market risk exposure within the Bank's risk appetite a5 assigned by the BoD and the BRCC.

= Todevelop, review and upgrade procedures for the effective implementation of market risk B policics approved by the BoD and BRCC.
+  To review new product proposals and propose / I/ ap T lures for the gement of their market risk. Various limits are assigned to different
busi on a prodect / ponfoli b.uu The products are approved through prod s where risks are identificd and limits and paramcters are set. Any

transactions / pmducu I‘al!lng outside these product programs are approved lhmugh se'plralc transaction / product memos,

- To maintain a comprehensive database for performing risk analysis, stress testing and scenario analysis. Stress testing activitics are performed on a quanterdy basis
on both the Banking and Trading books.

Balance sheet split by trading and banking books

1021 2020
Banking Trading Total Banking Trading Totwl
boak book book book
(Rupees in '000)

Cash and balances with treasury banks 2,636,980 - 2,636,950 2337484 - 2337454
Balances with other banks 181,575 - 151,575 196,224 . 196,224
Lending to financial institutions 1,985,000 - 1,985,000 1,960,972 . 1,960,972
Investments 23,778,583 - 23,778,583 21,044,415 . 21,094,413
Advances 3 9,333,443 - 93334403 11,087,975 - 11,087,975
Fixed assets 666,117 - 666,117 639,710 - 639,710
Intangible assets 44,083 - 41,083 351,135 - 51,138
Other assets 481,972 = 481972 645900 - 645,900
39,107,753 - 39,107,753 38.0!_%&':'85_ - 38,013,785

Forcign Exchange Risk

Forcign Exchange Risk is the sisk that the fair value of a financial instrument will fluctuate due to changes in forcign exchange rates, Exy arc monitored
currency to ensure that they remain within the established limits for each y. Exp are als0 monitored on an overall basis 1o ensure compliance with the
Bank's SBP approved Foreign Exchange Exposure Limit.

The Bank is an active participant in the cash and derivatives markets for currcnc::s and carries currency risk from these trading activitics, conducted primarily by the
Treasury and Capital Markets Group (TCM). These trading exy are d through preseribed stress tests and sensitivity analyses.

The Bank's reporting curtency is the Pakistan Rupee, but its assets, liabilities, income and expenses are denominated in multiple currencics. From time to time, TCM
proactively hedges foreign currency exposures resulting from its market making activities, subject to pre-defined limits.

2021 2020 3
Foreign Foreign Offbalance Vet foreign Foreign Foreign Off-balane Net foreign
Clreency Lurrency sheet items Sanncy Currency Cm'r:ncy sheet ilems g
Assets Liabilities exposure Assets Liabilities exposure
(Rupees In "000)
United States Dollar 4305873 432,319 = (1,446) 465,683 470,579 - (4.896)
CGreat Britain Pound
Stetling 6314 6,231 - 83 8,075 8215 - (170)
Euro 17414 11,939 - 5475 17,666 15,759 - 1,907
Japanese Yen 369 - - 369 34 - - REE]
Other currencies 103 - - 103 206 - - 506
455,073 450.4_9_ - 4,554 492,304 494.2& - !lgﬂz
2021 2020
Tianking Tradlng Danking Trading
haak bank book book
(Rupees in '000)
Impact of 126 change in foreign exchange rates on
« Profit and loss account
+1% change 46 - (23) .
-1% change (46) - 2 -
» Other comprehensive income
+1% chanpe - - - -

-1% change - =
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Yield / Interest Rate Rish

Inferest rate risk 15 the nsk that the value of the financial instrument wall Muctuate due to changes in the masket interest rates. Interest rate nisk is also controlled through Nexible credit pncing mechanism and variable deposit rates. Duration analysis and stress testing are being camied
out regularly to cstimate the impact of adverse changes in the interest rates on bank’s fixed mcome pontfolio. Optimization of yicld is achieved through the Bank®s strategy which aims on antsining a balance between yicld and liquidity under the strategic guidance of ALCO. The

advances and deposits of the Bank are repriced on a peniodic basis based on interest rates scenano. Details of the interest rate profile of the Bank based on the carlier of

Impact of 1% change m interest rates on
= Profit and loss account
= Onher compeehentive income

Mismatch of Intcrest Rate Senvitive Avsets and Lihilities

Interest rate sensativity gaps for assets and liabilitics has been reported based on caslier of the repricing and matunty date

On-balance sheet financial instruments

dusclt

Cash and balsnces with trexsury banks
Dalances with other banks

Lending to financial institutions
Investments

Advances

Orher assets

Liabilities

Bills payable

Bormowings

Deposits and other accounts

Orher Liabiles

On-balance sheet gap

Non Financial Net Assets

Total Net Assets

Off-balance sheet financial instruments
Forward foreign exchange contracts - Purchase
Forward foreign exchange contracts -Sale
Off-balance sheet gap

Tatal YieldTaterest Risk Seasitivity Gap

Cumulative Yield/Interest Risk Sensitivity Gap

! repricing or date is as follows
2021 2020
Banking book  Trading book  Banking book  Trading book
(Rupees in "000)
19.290 - 32262 -
2021

Effective Total Exposed to Yield! Taterest risk Non-interest

Yield! Over 1 Over 3 Overé Overl Over 2 Over 3 Over S bearing

Interest Upto 1l tod to & Moaths to 1 a2 ol s to 10 Abave financial

rate Month Months Months Year Years Yeans Years Years 10 Years instruments
(Rupees in "000)

0.00% 1,636,950 107,152 - - - - - - - - 2,529,828
181,578 - - - - - - e = a 181,575

10.35% - 10.45% 1,985,000 1,985,000 - - - - . « = - >
T35% te 11.50% 23,778,583 6,508,247 5530,944 9,195370 2,243,068 - - - - - 954
0% - 20.50% 9333443 1542354 3421,710 1,021,255 44,787 437,293 412,697 1,200,764 640,211 - 12367
307826 - = - - - - . 5 = 307,826
38223407 10,442,753 8,952,654 10,216,625 2857858 437,298 412,697 1,200,764 640211 - 3,032,550
261,585 - - - - - - - - - 261,585

0% - 10.25% 9,679,443 4,505,861 3,959,086 - 976,106 £2,098 52,098 52,008 52,098 - -
0% - 1L75% 15361,623 287,562 1,520,178 477,903 4.316,008 S44,431 5,402,259 2,611,247 1,293,851 646,915 5375258
991,787 . = = . - . 4 - ~ 991,787
36,294,438 7379423 5,809,264 4779503 5,292,114 £96,519 S45457 2663345 1.345.949 646,928 6,628,630

1.928.969 3,063,330 3,143,390 9,738.722 (2,404,259) (159,231) (5,041,660) (1.462,581) (705,738) (646,925) (3.596.080)
550,284
—20E

1,928,969 3063330 3143390 9,738,722 (2.404.259) (159.231) (5.041,660) (1.462.581) (705,738) (646.925) (3.596.080)
3,063,330 6,206,720 15,945,442 ll.ﬂl:lﬂ 13,381,952 £340,292 6,877,711 6,171,973 5,515,045 1.928,968
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On-balance sheet linancial instruments

duens

Cash and balances with treasury banks
Balances with other banks

Lending 1o financial institutions
Investments

Advances

Other assets

Ldabilities

Bills payable

Bomrowings

Deposits and other accounts
Orher habilies
Oa-balance sheet gap

Non Financial Net Assets

Total Net Assets

Off-balance sheet financial instruments

Forward foreign exchange contracts - Purchase

Forward foreign exchange contracts -Sale
Off-balance sheet gap

‘Total yreld / interest risk sensitivity gap

Cumulative yield / interest risk sensitivity gap

The details given above are on the basis of earlier of reg

2020

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

Reconciliation to total assets

Total financial assets
Add: Noa financial assets
Operating fixed asscts
Intangible assets

Other asacts

a3 per of fi ial p

Effective Total Exposed to Yield! Interest mak Non-iaterest
Yield Over | Over 3 Over 6 Over 1 Chwer 2 Over 3 Over S 1
Interest Upto I ol ob6 Months to | to2 ol w03 to 10 Above fi i
rate Month Moaths Months Year Years Years Years Years 10 Years P s
(Rupees in 000)
070% 2,337,454 63302 Z . : : . . . - 2273152
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44.2.4.2  Yield risk is the risk of decline in earnings due to adverse movement of the yield curve. Interest rate risk is the risk that the value
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44.4

of financial instruments will fluctuate due to changes in the market interest rates. The Bank is exposed to various risks
associated with the effects of fluctuation in the prevailing levels of market interest rates on its financial position and cash flows.
The Bank manages this risk by matching the re-pricing of assets and liabilities and off-balance sheet instruments,

Operational Risk

The Bank operates in a controlled manner and operational risk is gencrally managed effectively. With the evolution of operation
risk management into a separate distinct discipline, the Bank’s strategy is to further strengthen risk management system along
new industry standards,

The Bank's operational risk management strategy takes guidance from Basel — II, Committe¢ of Sponsoring Organization of
Treadway Commission (COSO) publications, the SBP guidelines and standard indusiry practices, The operational risk
management manual addresses enterprise wide risk drivers inclusive of technology infrastructure, software hardware and LT.
security.

The Bank’s ORM framework includes Risk Control Self-Assessment (RCSA), Key Risk Indicators (KRIs), Operational Risk
Events Management, and Operational Risk Reporting. The ORM unit engages with Bank’s business / support units and regularly
collaborates in determining and reviewing the risks, and assessment of residual risk leading to improved quality of control
infrastructure and strengthening of the processes (sub processes) & management information.

The Bank’s business continuity plan includes risk management strategies to mitigate inherent risk and prevent interruption of
mission critical services caused by disaster event. The Bank's operationel risk management infrastructure has been further
strengthened through the establishment of a separate operational and risk control unit,

The Bank uses Basic Indicator Approach (BIA) for regulatory capital at risk calculation for operational risk. Under BIA the
capital charge for operational risk is a fixed percentage of average positive annual gross income of the Bank over the past three
years, Figures of capital charge of operation risk for the year is Rs. 177.14 million (2020: Rs. 122.67 million).

Liquidity Risk

Liquidity risk is the risk that the Bank will not be able to raise funds to meet ils commitments,
Governance of Liquidity risk management

ALCO manages the liguidity position on a continuous basis.

Liquidity and related risks are managed through standardized processes established in the Bank. The management of liquidity
risk within the Bank is undentaken within limits and other parameters set by BoD. The Bank's treasury function has the primary
responsibility for assessing, monitoring and managing the Bank's liquidity and funding strategy while overall compliance is
monitored and coordinated by the ALCO. Board and senior management are apprised of Bank's liquidity profile to ensure
proactive liquidity management. Treasury Middle Office being part of the risk management division is responsible for the
independent identification, monitoring and analysis of intrinsic risks of treasury business. The Bank has in place duly approved
Treasury investment policy and strategy along with liquidity risk tolerance/appetite levels, These are communicated at various
levels so as to ensure effective liquidity management for the Bank,

Funding Strategy

The Bank’s liquidity model is based on “self-reliance” with an extensive branch network to diversify the Bank deposit base.
Further, the Bank can also generate liquidity from Interbank market against government securities to fund its short term
requirement, if any. The Bank as a policy invests significantly in highly liquid government securities that can be readily
converted into cash to meet unforeseen liquidity requirements, besides yiclding attractive returns. Furthermore, long term loans
are generally kept at an amount lower than the Bank's capital / reserves.

Liquidity Risk Mitigation techniques

Various tools and techniques are used to measure and monitor the possible liquidity risk. These include monitoring of different
liquidity ratios which are monitored regularly against approved triggers and communicated to senior management and ALCO.
Further, Bank also prepares the maturity profile of assets and liabilities to monitor the liquidity gaps over different time buckets.
The Bank also ensures that statutory cash and liquidity requirements are maintained at all times.

Liquidity Stress Testing
As per SBP BSD Circular No. | of 2012, Liquidity stress testing is being conducted under well-defined stress scenarios. Results

of same are escalated at the senior level so as to enable the senior management to take proactive actions to avoid liquidity crunch
for the Bank.

Contingency Funding Plan

Contingency Funding Plan (CFP) is a part of liquidity management framework of the Bank which defines and identifies the
factors that can instigate a liquidity crisis and the actions to be taken to manage the crisis. The Bank has a comprehensive
liquidity contingency funding plan in place, which highlights liquidity management strategy to be followed undcr stress
conditions. Contingency Event Management parameters and responsibilities are also incorporated in order to tackle the liquidity
crisis. Moreover, CFP highlights possible funding sources focusing on selfreliance, in case of a liquidity crisis.
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444.2  Maturities of assets and liabilities - based on expected maturities of the assets and liabilities of the Bank (as per the workings prepared by the Asset and liability Management Committee (ALCO) of the bank)

Total 2021
Upto 1 Month OV L3 CRSIeY Cver@pontuyt Overlto2Years Over2to3Years Over31o5Years ovt,r S0 Above 10 Years
Months Months 1 Year Years
(Rupees in "000)
Assets
Cash and balances with treasury banks 2,636,980 2,636,980 - - - - - - - .
Balances with other banks 181,575 181,575 - - - - - - - -
Lending to financial institutions 1,985,000 1,985,000 ] - E & = = = B
Investments 23,778,583 6,560,472 4527045 3994510 1,296 856 5,894,950 - - 1,504,750 -
Advances 9,333,443 1,542,354 3421710 1,021,255 644,787 437,298 412,697 1,200,764 652,578 -
Fixed assets 666,117 4517 8,596 13,259 16,809 53,180 53,184 54,049 412,513 -
Intangible assets 44,083 737 1,403 1,164 15,596 8,681 5,681 1,950 4871 -
Deferred tax assets v * = = s = k . = =
Other assets 481,972 121,101 229,770 36,841 74,088 - - - 20,172 -
39,107,753 13,032,736 8,188,524 5,068,029 2,058,135 6,394,109 474,562 1,286,763 2,604,894 .
Liabilities
Bills payable 261,585 261,585 = = = = = = = -
Borrowings 9,679,443 4,505,861 3,989,086 - 976,106 52,098 52,007 52,097 52,008 -
Deposits and other accounts 25,361,624 8,248,820 1,520,178 477,903 4,316,008 544,431 5,402,259 2,611,247 1,293,851 646,915
Deferred tax lisbilities 83,205 564 1,074 1,656 3349 6,643 6,643 10,499 52,777 -
Other liabilities 1,242,644 602,401 102394 86,752 66,982 73,556 51,233 54,805 174461 -
36,618,500 13.619.231 5.912.732 566,341 5,362,445 676,758 5512232 2,758,648 1.573,187 646,925
Net assets 2.479&“ (586.495) 2.27.2792 4.501.688 P&JIDI 5717351 {S,OJ?,&?QJ. (I,A?I.&H! 1,031,708 IM&ZSI
Share capital 3,994,113
Reserves 419,036
Surplus on revaluation of assets 215498
Accumulated loss (2,149,394)
2479253
Total 2020
Upto 1 Month Querligs Over3es Gyer o Mo Over 1102 Years Over 2103 Years Over3to5 Years  Ower 5to 10 Years Above 10 Years
Months Months 1 Year
{Rupees in 000)
Assets
Cash and balances with treasury banks 2,337,454 2,337,454 - - - - - - - -
Balances with other banks 196,224 196,224 ~ = 5 % s =] 5 -
Lending to financial institutions 1,960,972 1,960,972 - - - - - - - -
Investments 21,094,415 2,939,835 5,661,968 4,082,898 601,183 407,036 5,902,195 - 1,499,300 -
Advances 11,087,975 998,837 5120430 993,048 963,699 957,896 262,491 1,083,956 707,618 -
Fixed assets 639,710 4,940 9399 14,497 29312 58,147 58,150 §9.241 376,024 -
Intangible assets 51,135 800 1,523 2,349 4,750 9,423 9,423 16,705 6,162 -
Deferred tax assets = - - - - - - =3 - -
Orther assets 645,900 515,190 23,090 35612 72.008 u % - - 4
38,013,785 8,954,252 10,816,410 5,128,404 1,670,952 1,432,502 6,232,259 1,189,902 2,589,104 -
Liabilities
Bills payable 517,258 517,258 ” S = - = . . N
Borrowings 6,979,684 6,109,593 300,700 200,000 300,058 915 455 67,963 - -
Deposits and other accounts 25,189,064 1,023,652 1,445,591 2,391,349 2,724.219 1,054,737 1,527,705 6,694,234 8,323,577 -
Deferred tax liabilities 60,148 4,385 1,360 1,341 1,464 2,779 2712 5424 40,683 -
Other liabilities 1,410,724 1,404,033 1,222 1,803 3,666 - - - - -
34,156,878 9,058,921 1,752,873 2,594,493 3,029,407 1,058,431 1,530,872 6,767,621 8,364,260 -
Net assets 3,856,007 (104,669) 9,063,537 2533911 (1,358 455) 374,071 4,701,387 (5,577.719) (5,775,156) A
Share capital 3994113
Reserves 419,036
Surplus on revaluation of assets 165,460
Accumulated loss (721,702) ’
3,856,907 }r\&\
Y

Wt



45, DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue in the Board of Directors meeting held on

29 DET 2099

Wl
Chief Financial President / Director X
Officer Chiefl Executive
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