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INDEPENDENT AUDITOR’S REPORT
To the members of First Women Bank Limited

Report on the Audit of the Financial Statements

Opinion

l We have audited the annexed financial statements of First Women Bank Limited
(“the Bank"), which comprise the statement of financial position as at 31 December
I 2018 and the statement of profit or loss, the statement of comprehensive income, the
statement of changes in equity and the statement of cash flows for the year then
ended, along with unaudited certified returns received from the branches except for
I five branches which have been audited by us and notes to the financial statements,
including a summary of significant accounting policies and other explanatory
' information and we state that we have obtained all the information and explanations
I which, to the best of our knowledge and belief, were necessary for the purposes of

the audit.

In our opinion and to the best of our information and according to the explanations
given to us, the statement of financial position, statement of profit or loss, statement
of comprehensive income, statement of changes in equity and statement of cash
flows together with the notes forming part thereof conform with the accounting and
reporting standards as applicable in Pakistan, and, give the information required by the
Banking Companies Ordinance, 1962 and the Companies Act, 2017 (XIX of 2017), in
the manner so required and respectively give a true and fair view of the state of the
Bank's affairs as at 31 December 2018 and of the loss, other comprehensive income,
the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs)
as applicable in Pakistan. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Bank in accordance with the
Ihternational Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the
Code) and we have fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion. :

Material Uncertainty relating to Going Concern
We draw attention to Notes 1.2 and 1.3 of the financial statements which indicate that

as at 31 December 2018, the Bank's paid-up capital (net of losses) was below the
Minimum Capital Requirement of Rs. 3 billion prescribed by the State Bank of Pakistan
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(SBP). As stated in note 1.3, these events or conditions, along with other matters as
set forth in Note 1.2, indicate that a material uncertainty exists relating to events or
conditions that may cast significant doubt on the Bank's ability to continue as a going
concern. Our opinion is not modified in respect of this matter.

Information Other than the Financial Statements and Auditor's Report Thereon

Management is responsible for the other information. The other information
comprises the information included in the Bank's Annual Report but does not include
the financial statements and our auditors' report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is 3 material misstatement of this other
information, we are required to report that fact. We have nothing to report in this
regard. : '

Responsibilities of Management and the Board of Directors for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting and reporting standards as applicable in
Pakistan, the requirements of Banking Companies Ordinance, 1962 and the
Companies Act, 2017 (XIX of 201 7) and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

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

0 9oing concern and using the going concern basis of accounting unless management

. €ither intends to liquidate the Bank or to cease operations, or has no realistic

alternative but to do so.

The Board of directors is responsible for overseeing the Bank's financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial

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

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

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

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

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

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

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

We communicate with the Board of Directors regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.
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Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Bank as required by the
Companies Act, 2017 (XIX of 2017) and the returns referred above from the
branches have been found adequate for the purpose of our audit;

b) the statement of financial position, the statement of profit or loss, the statement
of comprehensive income, the statement of changes in equity and the statement
of cash flows together with the notes thereon have been drawn up in conformity
with the Banking Companies Ordinance, 1962 and the Companies Act, 2017(XIX
of 2017) and are in agreement with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended during the year
were in accordance with the objects and powers of the Bank and the transactions
of the Bank which have come to our notice have been within the powers of the
Bank; and

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

We confirm that for the purpose of our audit we have covered more than sixty per
cent of the total loans and advances of the Bank.

The engagement partner on the audit resulting in this independent auditor’s report is
Amyn Pirani.

Hm S Y

Date: 1 November 2022 KPMG Taseer Hadi & Co.
Chartered Accountants

Karachi




FIRST WOMEN BANK LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

Note 2018 2017 2016

(Restated) (Restated)
o (Rupees in '000) ~--ewsesceercemm...
ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

1,825,616 1,438,429 1,081,632
44,648 65,616 112,042
1,448,785 = 100,000
9,185,411 13,587,722 8,032,819
9,419,393 8,875,631 8,213,247
320,213 279,309 295,572
36,395 44,237 41,505

- 161,840 249,635
919,106 396,891 407,877
23,199,567 24,839,675 18,634,229

RISV No ;g

LIABILITIES

Bills payable 15 249,254 561,594 214,155
Borrowings 16 108,966 3,903,832 743,909

Deposits and other accounts 17 18,374,617 16,229,349 13,708,791
Liabilities against assets subject to finance lease

Sub-ordinated debts -
Deferred tax liabilities 12 52,636 - -
Other liabilities 18 1,098,019 412,118 386,852

19,883,492 21,106,893 15,053,707
NET ASSETS

3,316,075 3,732,782 3480522

REPRESENTED BY

Share capital 19 3,994,113 3,994,113 3,494,113
Reserves - statutory reserve 307,717 307,717 307,717
Surplus / (Deficit) on revaluation of assets - net of tax 20 176,457

130,315 146,780
Accumulated loss

(1,162,212) (699,363) (468,088)
3,316,075 3,732,782 3,480,522
e ——— AL AN _—_—— e e Il

CONTINGENCIES AND COMMITMENTS 21
The annexed notes 1 to 46 form an integral part of these financial statements.

b

Chief Financial
Officer

Director




FIRST WOMEN BANK LIMITED

STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2018

Note 2018 2017
(Restated)
(Rupees in '000)

Mark-up / return / interest earned 23 1,459,209 1,294,193
Mark-up / return / interest expensed 24 708,484 603,159
Net mark-up / interest income 750,725 691,034

NON MARK-UP / INTEREST INCOME

Fee and commission income 25 73,253 66,218
Dividend income 8,670 8,640
Foreign exchange income 28,978 3,853
Income / (loss) from derivatives - -
(Loss) / gain on securities 26 (654) 6,193

Other income 27 3,422 20,552
Total non mark-up / interest income 113,669 105,456

Total Income 864,394 796,490
NON MARK-UP / INTEREST EXPENSES

Operating expenses 28 1,028,186 893,021
Workers welfare fund

Other charges 29 9,361 3,838

' Total non-mark-up / interest expenses (1,037,547) (896,859)

Loss before provisions (173,153) (100,369)

Provisions and write offs - net 30 (75.479) (15,566)
Extra ordinary / unusual items -

LOSS BEFORE TAXATION (248,632) {(115,935)

Taxation 31 (207,976 (122,032)

LOSS AFTER TAXATION |458!008 4 5237!9672

[T LT S —

Basic and diluted earnings per share 32 (1) (1)

The annexed notes 1 to 46 form an integral part of these financial statements.

Chief Financial
Officer

Dlrlctor r irector

1&9@ %/ ) .




FIRST WOMEN BANK LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017

{Restated)
Note  wwseseeee- (Rupees in '000) ——--eueeeo.

Loss after taxation for the year (456,608) (237,967)

Other comprehensive income

Items that may be reclassified to profit and loss account
in subsequent periods:

Movement in deficit on revaluation of investments - net of tax 82 (692) (12,553)

Items that will not be reclassified to profit and loss account
in subsequent periods:

Remeasurement (loss) / gain on defined benefit obligations - net of tax 35.7 (10,153) 2,780

Movement in surplus on revaluation of fixed assets - net of tax 20.1 50,746 -
40,593 2,780

Total comprehensive loss (416,707) (247,740)

The annexed notes 1 to 46 form an integral part of these financial statements.

I \:\
Ses 4 o ,
s %%: ERERIRE e [V

'Cﬂief Financial Director Dir‘actor
Officer ecutive




FIRST WOMEN BANK LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Su / on revaluation
Share Statutory  Investments Property and Total Accumulated
capital reserve® euipments  Surplus on loss Total
(Rupees in '000)
Opering balance as at 1 January 2017 - 3,494,113 307,77 - - - (463,975) 3,337,855
as previously reported
Etfect ot retrospective change in deficit on revaluation
of property and equipments - net of tax (note 4.1.1) - - - 4,113 4,113 4,113) -
Etfect of retrospective change in presentation
- net of tax (note 4.1.1) - - 12,505 130,162 142,667 - 142,667
Opening balance as at 1 January 2017 (restated) 3,494,113 307,717 12,505 134,275 146,780 (468,088) 3,480,522
Loss after taxation - as restated (note 4.1.1) - - - % - (237,967) (237.967)
Other comprehensive income for the year - net of tax
- change in deficit on the revaluation of investments - - (12,553) - {12,553) - (12,563)
- femeasurement gain on defined benefit obligations
- net of tax - - - - 2,780 2,780
Transter trom surplus on revaluation of assets to
accumulated losses - net of tax (as restated)
- Incremental depreciation (note 20.1) - - - 3.912) (3.912) 3,912 -
Transactions with owners, recorded directly
in equity
Issue of share capital 500,000 - - - - - 500,000
Balance as at 31 December 2017 (restated) 3.994,113 307,117 (48) 130,363 130,315 (699,363) 3,732,782
Loss after taxation - - - < . (456,608) (456,608)
Other comprehensive income for the year - net of tax
- change in surplus on the revaluation of fixed asset
- net of tax - - 50,746 50,748 - 50,746
- change in deficit on the revaluation of investments - - (692) - (692) 2 (692)
- remeasurement loss on defined benefit obligations - * - - - {10,153) (10,153)

Transfer from surplus on revaluation ot assets to
accumulated losses - net of tax
- incremental depreciation (note 20.1) - - - 3,912) 3.912) 3912

Balance as at 31 December 2018 3&112 307,717 I?ﬂ] 177i1=Z 1!&! IIJ!E&!ZI 3,316,075

* No transfer to the reserve has been made due to loss for the vear.

The annexed notes 1 to 46 form an integral part of these financial statements.
s 5
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FIRST WOMEN BANK LIMITED

STATEMENT OF CASH FLOW
FOR THE YEAR ENDED 31 DECEMBER 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Loss before taxation
Less: Dividend income

Adjustments

Depreciation

Amortization

Provisions and write offs excluding recovery of written off bad debts

Gain on sale of fixed assets

Impairment loss on a fixed asset recognised in the profit and loss account
Charge for defined benefit plans

Loss / (gain) on sale of investment securities

(Increase) / decrease in operating assets
Lendings to financial institutions
Advances
Other assets {excluding current taxation)

Increase / (decrease) in operating liabilities
Bills payable
Borrowings from financial institutions
Deposits and other accounts
Other liabilities (excluding current taxation)

Payment made to defined benfit plans
Income tax paid
Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Net Investments in available-for-sale securities
Dividend received
Investment in fixed assets
Investment in intangibles assets
Proceeds from sale of fixed assets
Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Issue of share capital
Net cash flows from financing activities

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

The annexed notes 1 to 46 form an integral part of these financial statements.

B
s
Y

" Chief Financial

Officer Chief Executive

Director

2018 2017
Note (Rupees in '000)
(248,632) (115,935)
(8,670) (8,640)
(257,302) (124,575)
10.2 38,388 45,049
1.2 10,793 6.746
30 75,479 12,354
27 (221) (2.151)
102 5916 -
281 50,511 26,864
26 654 (6,193)
181,520 82,669
(75,782) (41,908)
(1,448,785) 100,000
(610,444) (674,739)
(587,484) (39,441)
(2,646,713) (614,180)
|
(312,340) 3191
(3,794,866) 3,159,923
2,145,268 2,550,946
705,158 29,173
(1,256,780) 6,059,188
(3,979,275) 5,403,102
(26,769) -
- (8,201
(4,006,044) 5,394,901
|
4,400,965 (5,568,021
8,490 18,704
(34,517) (25,770)
(2,951) (14,022)
276 3,679
4,372,263 (5,584,430)
|
- 500,000
- 500,000
366,219 310,471
1,504,045 1,193,574
33 1,870,264 1,504,045




FIRST WOMEN BANK LIMITED '
Notes to the Financial Statements '
FOR THE YEAR ENDED 31 DECEMBER 2018

|
1. STATUS AND NATURE OF BUSINESS :

1.1 First Women Bank Limited (the Bank) was incorporated under the repealed Companies Ordinance, 1484 (row
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, Kar#hchi. The
Bank operates a network of forty two branches as at 31 December 2018 (2017: forty two branches). he short
term and long term credit ratings of the Bank rated by PACRA in June 2018 are 'A2' and 'A-' respectively. The

Bank is controlled by Government of Pakistan through Ministry of Finance (which holds 82.64 % of the Bar k'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. 2 billion and capital adequacy ratio 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 regulations limits until the Bank's paid up capital and reserves reach Rs. 6
billion.

As of 31 December 2018, the Bank's MCR (representing paid up capital net of accumulated losses) was Rs. 2.832
billion and at 31 December 2021, the Bank's MCR, as per the unaudited management accounts was less than the
above figure. Due to the fact that the bank’s accounts remained un-audited since 2018 therefore the actual
position of bank’s capital will be clear on the conclusion of external audit for the year 2021,

Under BSD Circular No. 19 of 2008 dated 05 September 2008 of the State Bank of Pakistan 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.

il 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

Bank’s management is aware of the fact that as of 31 December 2018 and based on the un-audited management
accounts as of 31 December 2021, the Bank's paid-up capital (net of losses) was below the MCR of Rs 3 billiEn

prescribed by the SBP as a special case. These events or conditions along with other matters as set forth/in N te
1.2 indicate that a material uncertainty exists that may cast doubt on the Bank's ability to continue as la goihg
concern, therefore, the Bank may be unable to realise its assets and discharge its liabilities in the normal cour
of business. However, these financial statements have been prepared on a going concern basis which assum#
that the Bank shall operate its business, realise its assets, discharge its liabilities and obtain refinancing |{
necessary), in the normal course of business. Accordingly, these financial statements do not include a%
adjustments to the carrying amounts and classification of assets, liabilities and reported expenses that ma
otherwise be required if the going concern basis was not appropriate.

e

w

<< =

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 as a major shareholder for an arrangement to fillup the shortage of
the Bank's MCR.

- Bank's management and the Board is fully confident that the regulator and the major shareholders (MoF)
will extend the due support for meeting the capital requirements, which is also evident from the fact that
historically number of times capital has been injected by the shareholder whenever there was a shortfall.

1‘—\)-'\1
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232

The Government of Pakistan via the Ministry of Finance (MoF), bank's major shareholder holding 82.64 %
of the Bank’s equity, has explained that incase any support would be required by the Bank to enable it to
continue as going concern, the same would be extended through policy and other intervention.

BASIS OF PRESENTATION

These financial statements have been prepared in conformity with the format of financial statements prescri
by the State Bank of Pakistan (SBP) vide BSD Circular No. 2, dated 25 January 2018,

In accordance with the directives of the Federal Government regarding the shifting of the banking syste
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 approved accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards comprise of;

{IASB) as are notified under the Companies Act, 2017;

Islamic Financial Accounting Standard (IFAS) issued by the Institute of Chartered Accountant of Pakistan
(ICAP) 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 or IFAS, 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 1AS 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.0. No. 411 (1) / 2008 dated 28 April 2008, IFRS 7 'F}nancTal
Instruments: Disclosures® has not been made applicable for banks. Accordingly, the reguirements 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.

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

There are certain new and amended standards, interpretations of and amendments that are mandatory for th
Bank's accounting periods beginning on or after 01 January 2018 but are considered not to be relevant or do not
have any significant effect on the Bank's operations and therefore not detailed in these financial statements.

]

The SBP has prescribed a new format for financial statements of banks effective from the year ended 31
December 2018. Accordingly, these financial statements are prepared in accordance with the new format| Major
changes impacting (other than certain presentation changes) these financial statements include:

- Recording of acceptances, refer notes 13 and 18, as on-balance sheet item (previously disclosed as off
balance sheet item)
Inclusion of surplus / deficit on revaluation of assets as part of equity (previously shown below equity),
- Other reversal of provisions / write offs have now been combined under provisions & write off - net (notg
30).
Intangibles now have been disclosed separately in the financial statements, refer note 11 (previously
disclosed with fixed assets) J




Standards, Interpretations of and Amendments to Published Accounting and Reporting Standards that
are not yet effective / effective in the future years

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 1 January 2019:

- IFRS 9 ‘Financial Instruments’ and amendment - Prepayment Features with Negative Compensation - |As
per State Bank of Pakistan (SBP) BPRD Circular Letter No. 24 of 2021, IFRS 9 ‘Financial Instruments] is
applicable to banks/DFIs/MFBs effective 1 January 2022. The standard replaces the existing guidande 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
guidance on recognition and derecognition of financial instruments from IAS 39.

The aforementioned SBP circular letter contained instructions for quarterly parallel reporting purposes to the
SBP only and it was stated that final instructions will be issued based on the results of parallel reporting.
However, banks have submitted their reservations on instructions issued for parallel reporting through the
Pakistan Banks Association (PBA) and requested that they are addressed in the final instruction‘rs to pe
Issued. The reservations are pervasive and points of contention inter alia include, retaining some relaxations
given presently in the Prudential Regulations, prescription of macro-economic variables, retaining local
regulatory requirements related to IFRS 9 related areas on overseas branches, impact on capital adequ
ratio, adequacy of significant increase in credit risk criteria, future tax impact of any reversals, recofding of
expected credit loss on local currency denominated Government securities, together with |further
clarifications required in certain areas. Due to the fact that final instructions have not yet been issued and
the reservations shared by the industry over the draft instructions are still to be addressed, the ir;pact f
application of IFRS 9 on Bank's financial statements is presently being assessed. Banks are colie vely of
the opinion that impact on initial application of IFRS 9 will only be reasonably estimated subsef::tent (o]
issuance of final application guidelines by SBP. |

- IFRS 16 'Leases' (effective for annual period beginning on or after 1 January 2019). IFRS 16 replaces
existing leasing guidance, including IAS 17 'Leases:; IFRIC 4 ‘Determining whether an Arrangement contains
a Lease; SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of Transfactio s
Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lezase accounting model
for lessees. A lessee recognizes a right-of-use asset representing its right to use the underlying asset and a
lease liability representing its obligation to make lease payments. There are recognition exemptions for
short-term leases and leases of low-value items. Lessor accounting remains similar to the current standard
i.e. lessors continue to classify leases as finance or operating leases. The Bank is currently in the process of
analyzing the potential impact of its lease arrangements that will result in the recognition of right to uge
assets and liabilities on adoption of the standard.

- IFRS 15 'Revenue from contracts with customers' (effective for annual periods beginning on or after 1 July
2018). IFRS 15 establishes a comprehensive framework for determining whether, how much and when
revenue is recognized. It replaces existing revenue recognition guidance, including IAS 18 'Revenue: 1AS 11
‘Construction Contracts' and IFRIC 13 'Customer Loyalty Programmes'. The Bank is currently in the proceds
of analyzing the potential impact of changes required in revenue recognition policies on adoption |of th
standard, although it considers that the application of this IFRS is not expected to have a material impact o
the Bank's financial statements.

- On 29 March 2018, the International Accounting Standards Board (the IASB) has issued a revise
Conceptual Framework for Financial Reporting which is applicable immediately contains changes that will
set a new direction for IFRS in the future. The Conceptual Framework primarily serves as a tool for the IASB
to develop standards and to assist the IFRS Interpretations Committee in interpreting them. It does ndt
override the requirements of individual IFRSs and any inconsistencies with the revised Framework will be
subject to the usual due process - this means that the overall impact on standard setting may take|some
time to crystallise. The companies may use the Framework as a reference for selecting their accounting
policies in the absence of specific IFRS requirements. In these cases, banks should review those policies

and apply the new guidance retrospectively as of 1 January 2020, unless the new guidance contain
specific scope outs.
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Furthermore, following standards, amendments and interpretations of approved accounting stand

be effective for the accounting periods as stated below:

Standard, Interpretation or Amendment

- Annual improvement process IFRS 9 Financial Instruments - Fees in the
"10 percent’ test for de-recognition of financial liabilities
Classification of Liabilities as Current or Non-current - Amendments to 1AS 1

- Definition of Accounting Estimates - Amendments to IAS B
Deferred Tax related to Assets and Liabilities arising from a Single
Transaction - Amendments to I1AS 12
Reference to the Conceptual Framework — Amendments to IFRS 3

- Property, Plant and Equipment: Proceeds before Intended Use -
Amendments to IAS 16

- Onerous Contracts - Costs of Fulfilling a Contract - Amendments to IAS 37

- Annual improvement process IFRS 1 First-time Adoption of International
Financial Reporting Standards — Subsidiary as a first-time adopter

- Annual improvement process IAS 41 Agriculture — Taxation in fair value
measurements
Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture - Amendments to IFRS 10 and IAS 28
Uncertainty over Income Tax Treatment - IFRIC 23
Amendments to IAS 28

- Amendments to IAS 19 - Employees Benefits

- Amendments to IFRS 3 Business Combinations
Amendments to IAS 1 (Presentation of Financial Statements) and IAS 8
(Accounting Policies, Changes in Accounting Estimates and Errors)

- Phase 1 of Interest Rate Benchmark which amended IFRS 9, IAS 39 and
IFRS 7 and Phase 2
IFRS 14 Regulatory Deferral Accounts

- Covid-19 - Related Rent Concessions (Amendment to IFRS 16)

- Onerous Contracts - Cost of Fulfilling a Contract famendment to I1AS 37 and
IAS 1)
Annual improvements to IFRS standards 2015-2017 and 2018-2020 cycles

01 January 2022 respec

Effective date (annual
periods beginning

after)

01 January 2023
01 January 2023
01 January 2023

01 January 2023
01 January 2022

01 January 2022
01 January 2022

01 January 2022
01 January 2022
Not yet finalized
01 January 2019
01 January 2019
01 January 2019
01 January 2020

01 January 2020

01 January 2020 &
01 January 2021 respe

01 January 2019
01 June 2020

01 January 2022
01 January 2019 &

nor

ards will

ctively

X
stivel

However, the Bank is of the view that above IFRSs / amendments are not likely to have any impact|/

material impact on the Bank's financial statements.

Further, following new standards have been issued by IASB which are yet to be notitied by SECP for thi

purpose of applicability in Pakistan:

Standard

IFRS 1 - First time adoption of International Financial Reporting Standards
IFRS 17 - Insurance Contracts

Critical accounting estimates and judgements

The preparation of these financial statements is in conformity with approved accounting standards as applic
Pakistan requires management to make judgements, estimates and assumptions that affect the reportec

IASB Effective date (a
periods beginning o

after)

01 January 2014
01 January 2023

Inua
or

ble in

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 historica
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
areas where judgements were made by management in the application of accounting policies are as follows

(o




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.

- These are investments with 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 * vailable-
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 technol gy and
operational and financing cash flows.

c)  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 ngn-
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 osition
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.

d)  Income taxes

In making the estimates for income taxes currently payable by the Bank, the management looks| at th
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.

[47]

e)  Operating fixed assets, depreciation, amortisation and revaluation

each financial year end and if there is a change in the expected pattern of consumption of the |f
economic benefits embodied in the assets, the estimates are changed to reflect the changed patter
a change is accounted for as change in accounting estimates in accordance with International Ac
Standard - 8, 'Accounting Policies, Changes in Accounting Estimates and Errors'.
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f]  Staff retirement benefits (including the compensated absences)

Liability is determined on the basis of actuarial advice 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 pr iding

post employment benefits. Changes in these assumptions in future years may effect the liability /|asse
under these plans in those years,
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g)  Fair value hierarchy of assets and liabilities

The fair value of the assets and liabilities is the amount at which these could be exchanged in 3 current
transaction between willing parties, other than in a forced of liquidation sale. The Bank categorizes fair value
measurements within the following fair value hierarchy;

i}  Level1

These are quoted prices (unadjusted) in active markets for identical assets or liabilities that the bank
can access at the measurement date.

ii) Level2

These are inputs other than quoted prices included within Level 1 inputs that are observable for asset
or liability, either directly or indirectly.

iii) Level 3
These are unobservable inputs for the asset or liability,
h})  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 assetlis
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 assgt
is reduced by the amount of the loss. A reversal of an impairment loss on intangible assets is recognised fs
it arises provided the increased carrying value does not exceed which it would have been had no
impairment loss been recognised.

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. These
have been consistently applied to all the years presented except for the change mentioned below.

4.1 Changein an accounting policy

4.1.1 The Companies Ordinance, 1984 was repealed through the enactment of the Companies Act, 2017, However, as
directed by the Securities and Exchange Commission of Pakistan vide Circular No. 23 dated 04 October 2017, the
financial reporting requirements of the Companies Act, 2017 were only made applicable for reporting periods
starting from 01 January 2018,
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Consequently, the Bank has changed its policy for accounting for a deficit arising on revaluation of property and
equipments. As per the Bank's previous accounting policy, in accordance with the repealed Companies
Ordinance, 1984, a deficit arising on the revaluation of a particular property was adjusted against the total balance
in the surplus account or, if no surplus existed, was charged to the profit and loss account as an impairment of
the asset. The Companies Act, 2017 removed the specific provisions allowing the above treatment. A deficit
arising on revaluation of a particular property is now accounted for in accordance with IFRS, which requires that

such deficit cannot be adjusted against surplus in another property, but has to be taken to the profit and lpss
account as an impairment,

The effect of this change in accounting policy has been applied with retrospective effect and the earliar perjod
presented has been restated as per the requirement of IAS 8, Accounting Policies, Changes in Account ng
Estimates and Errors. As per the requirement of the above IAS, the earliest period presented has been ¢hanged
and the restated balance as of 01 January 2017 has also been presented. Details of the effect of the cha ge is|as

follows:
Balance as at 01 January 201
As previously Change As restated
stated

(Rupees in ‘'000)
Impact on Statement of Financial Position
Accumuiated loss as on 1 January 2017 (463,975) (4,113)

Surplus on revaluation of property and equipments
ason 1 January 2017 - net of tax 130,162 * 4,113

In addition, due to the changes mentioned in above paragraph, the entire balance of surplus on revaluation lof
assets (comprising of the surplus on revaluation of property and equipments amounting to Rs. 134.275 million (ks
restated) and available for sale investments amounting to 12.5 million), has been included in equity. For this
reason the equity has increased by Rs. 146.780 million. Earlier these were presented below equity.

Balance as at / for the year ende
31 December 2017

As earlier Change As restated
reported
(Rupees in ‘000)
A. Impact on Statement of Profit or Loss
*x
Loss after taxation for the year ended 31 December 2017 !238!038g 71 237 967)
B. Impact on Statement of Financial Position
Surplus on revaluation of assets as earlier reported 126,336 -
Changes due to the change in policy
Effect of change - as adjusted in 2016 * 4113 -
Change in incremental depreciation on revalued assets
for the year ended 31 December 2017 (134) ** 3979 130,318

Similarly due to the above change, the entire balance of surplus on revaluation of assets amounting to Rs.
130.315 million (as restated) has been included in equity and the equity have increased by the same amount.
Earlier these were presented below equity.

Accumulated loss as at 31 December 2017 (695,455) ikl !3!908! (699,363

C. Impact on basic and diluted earnings per share

There has been no impact on basic and diluted earnings per share of the Bank for the year ended 31 Decembe
2017 consequent to the change in accounting policy disclosed above.
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4.2

4.3

4.3.1

4.3.2

433

434

YN

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 havi ng
maturity of three months or less.

Investments

The Bank classifies its investment portfolio into following categories:

a) Held-for-trading

These are securities which are either 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 securities 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 br
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 classi ied ds
‘held to maturity', are subsequently remeasured to market value. Surplus / (deficit) arising on revaluation gf
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 a
Investments classified as 'held to maturity’ are carried at amortised cost.

Unquoted equity securities, are valued at lower of cost and the break-up value. Break-up value of equity se

is calculated with reference to the net assets of the investee company as per the latest available audited financid|
statements.

Impairment

evidence of impairment. Provision for diminution in the value of debt securities is made as per the Pru entia
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 accoun

. 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.

44  Lendingsto/ borrowings from financial institutions

The Bank enters into transactions of borrowing (repurchase) from and lending (reverse repurchase) to [finankial

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 gnd
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
expense.

Purchase under resale obligation

as |an

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

Other obligations

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

45 Advances

basis

such

Advances are stated net of specific and general provisions. Specific and general provisions are determined on the

basis of the Prudential Regulations and other directives issued by the SBP. The net provision made/rav

ersed

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.
4.6 Property and equipment

4.6.1 Tangible assets

Depreciation is charged to the profit and loss account applying straight line method. The rates of depreciati
given in note 10.2 to these financial statements. The residual values, useful lives and depreciation metho
reviewed and changes, if any, are treated as change in accounting estimates, at each balance sheet dat
refer note 4.3(e)]. Depreciation on additions is charged from the month the assets are available for use, wi
depreciation is charged in the month in which the assets are disposed off.

kuuv“\

, other items of property and equipment are stated at cost leg
accumulated depreciation and accumulated impairment losses, if any. Lease hold land is stated at revalue
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4.6.2

4.6.3

4.7

4.8

4.9

4.9.1

An item of property and equipment is de-recognized upon disposal or when no future economic benefi

ts jare

expected from its use or disposal. Any gains or losses on sale of property and equipment are included in e prpfit
and loss account in the year the asset is de-recognized, except that the related surplus on revaluation of land &nd

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 ass

et, | 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 assets

computer software are recognized as expense in the profit and loss account as and when incurred. The

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

Grants

ining the

useful

Grants are assistances in the form of transfer of resources to the Bank in return for past or tuture com pliance
with certain conditions relating to the operating activities of the Bank. They exclude those forms of assistances

which cannot reasonably have a value placed upon them.

Grants are recognized in the profit and loss account on a Systematic basis over the periods in which the Bank

recognizes as expenses the related costs for which the grants are intended to compensate.

Impairment - non financial assets

At each balance sheet date, the Bank reviews the carrying amount of its assets (other than deferred tax assets)
determine whether there is an indication that those assets have suffered an impairment loss. If any sugq
indication exists, the recoverable amount of assets is estimated in order to determine the extent |of th

impairment loss, if any. Recoverable amount is the greater of net selling price and value in use. If the reco

amount of an asset is estimated to be less than its carrying amount, the carrying amount of the assets is reduc
to its recoverable amount. The resulting impairment loss is recognized as an expense immediately, except th}
the impairment loss on revalued fixed assets is first adjusted against the related revaluation surplus to the exte

that the impairment loss does not exceed the surplus on revaluation of those assets.

Taxation

Current
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[22]

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 prevaili

ng ta

rates or tax rates expected to apply to the profits for the vear. The charge for current tax also ingludes

adjustments where considered necessary, relating to prior years which arise from assessments finalized
the year for such years.
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4.9.2

493

4.10

Deferred

at the

purposes and amounts used for taxation purposes. The Bank records deferred tax assets / liabilities using fax

to |be

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 1AS 12 "Income Taxes". The related deferred tax asset / liability is adjusted against the related

deficit / surplus.

The Bank recognizes a deferred tax asset for 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 evenits
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.

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 th

Commissioner of Income Tax on 6 March 2000 to take effect from 1 October 1998. Provision is made in
financial statements based on the actuarial valuation (conducted at the balance sheet date - 31 December

using the projected unit credit method. The above benefits are payable to staff at the time of separgation
retirement from the Bank's services subject to the completion of qualifying period of service. Remeasuremer
component, which is the net of actuarial gains and losses is recognized immediately in other comprehensiv
income whereas service cost and net interest income / expense are charged to the profit and loss account. Efteq

of changes in the plan are also recognised currently in the profit and loss account.

Approved funded gratuity scheme (defined benefit pian)

The Bank operates a funded gratuity scheme for its employees. The Fund was granted approval b

theg
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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

2018) using the projected unit credit method. The 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. Remeasurement
compenent, 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.

Unfunded gratuity scheme

Up to 30 September 2018, the Bank operated an unfunded gratuity scheme for its President only. Liabilit
expense are recorded in accordance with the terms of the scheme. However this scheme since then has
discontinued.
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4.11  Employees’ compensated absences

The Bank recognizes liability in respect of compensated absences of its employees in the period in which
are earned on the basis of actuarial valuation {

out using the Projected Unit Credit Method. A
loss account.

412 Revenue recognition

- Mark-up / return / interest on regular advances and investments is recognized on a time proportic
using effective interest method. Where debt securitie
amortized through the profit and loss account over the remaining maturity using the effective
method. Mark-up income due on non-
Prudential Regulations.

on

- Mark-up / return / interest recoverable on classifi
recognized as permitted by the regulations of the SBP.

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

Fees, brokerage and commission on letters of credit / guarantee are recognized at the time
performance of services. Account maintenance and service charges are recognized when realized.

4.13 Foreign currencies
4.13.1 Foreign currency transactions

Transactions in foreign currencies are translate
transaction date. Monetary assets and liabilities i
exchange prevailing at the balance sheet date.

4.13.2 Translation gains and losses

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

4.13.3 Commitments

Commitments for outstanding forward forei
contracted rates. Contingent liabilities / com
foreign currencies are expressed in Rupee terms at the rates of exchange ruling at the balance sheet date.

4.14  Financial instruments

4.14.1 Financial assets and financial liabilities

A\

basis
S are purchased at premium or discount, the sam%is

inter
performing advances are suspensed as per the requirements of the

ed advances and investments is recognized on| rece|pt
basis. Mark-up / return / interest on classified rescheduled / restructured advances and investments| i
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4.14.2 Derivative financial instruments

Derivative financial instruments are initially recognized at fair value on the date on which a derivative cdntract 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 as liability when the fair value is negative. Any change in the fair var:ue
of derivative financial instruments is taken to the profit and loss account currently.

4.15 Off-setting

Financial assets and financial liabilities 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 reslize the
assets and to settle the liabilities, simultaneously.

4.16 Borrowing / Deposits and their cost

S
recognized separately as part of other liabilities and is charged to the profit and loss account on a time proportjon
basis.

Borrowing / deposits are initially recorded at the amount of proceeds received. Mark-up accrued on depositg

4.17 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 recdrded|in

financial statements of the current year. These are recognized in the period in which these are declared /
approved.

4.18 Acceptances

I Acceptances comprise of undertakings by the Bank to pay bills of exchange drawn on customers. THe Bahk
' expects most acceptances to be simultaneously settled with the reimbursement from the customefs.

Acceptances are accounted for as on-balance sheet transactions.

4.19 Earnings per share

attributable to ordinary shareholders of the Bank by the weighted average number of ordinary shares outstandi
during the year. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders a

the weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary
shares, if any.

The Bank presents basic and diluted earnings per share. Basic earning is calculated by dividing the profit or IOES

4.20 Segment reporting

A segment 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 fis

presented as per the Bank's functional structure and guidance of the SBP. The Bank comprises of following majn
segments:

4.20.1 Business segments
a)  Corporate finance and Commercial Banking

Corporate finance includes syndications and advances to corporate enterprises including deposif

therefrom. Commercial Banking includes project financing, export finance, trade finance, other lendings
guarantees and bills of exchange.

w

Treasury

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




4.20.2

4.21

5.1

5.2

5.3

5.4

LA

c)  Retail and consumer banking

Itincludes retail lending and deposits, banking services, private lending and deposits, retail serviceg offefed
to the retail customers.

d)  Small and Medium Enterprises

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

Geographical segment
The Bank operates in Pakistan only.

Impairment of assets (other than loans and advances, investments and deferred tax)

At each statement of financial position date, the Bank reviews the carrying amount of its above assets lto
determine whether there is an indication that those assets have suffered an impairment loss. If a Yy suth
indication exists, the recoverable amount of relevant asset is estimated. Recoverable amount is the greater pof

ts
carrying amount, the carrying amount of the assets is reduced to its recoverable amount. The r sultimg
: : e

CASH AND BALANCES WITH TREASURY BANKS Note 2018 2017
(Rupees in '000)
In hand
Local currency 349,783 334,215
Foreign currencies 82,893 717,045
432,676 411,260
With State Bank of Pakistan in
Local currency current account 8.1 1,064,677 837,050
Foreign currency current account 52 5,077 5414
Foreign currency deposit accounts
- cash reserve account 5.3 31,244 27,604
- special cash reserve account 54 93,202 82,227
1,194,200 952,294
With National Bank of Pakistan in
Local currency current account 198,632 74,874
Prize Bonds 108 -
1!825!616 1,438.4 9
These accounts are maintained to comply with the statutory cash reserve requirements.
This represents US Dollar collection account maintained with SBP.

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

This represents account mantained 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 basis and as [at 31
December 2018, it carried mark-up at the rate of 1.35% (2017: 0.37%) per annum.




6. BALANCES WITH OTHER BANKS Note 2018 201y

(Rupees in !000)
In Pakistan
In current accounts 6.1 100 2,760
100 2,760
Outside Pakistan
In current accounts 6.2 44,548 62,856
44648 _ | 65516

6.1 This represent balance with a related party.
6.2  These include related party balances amounting to Rs. 43.929 million (2017: Rs. 58.590 million).

6.3  Subseguent to the year-end, USD and CHF accounts maintained by the Bank up to 31 December 2018 were closed.
Balances in these accounts as of the year-end were Rs. 31.215 million and Rs. 2.586 million respectively. Due to|the
above closure, the Bank currently is not engaged in any trade finance activity.

7. LENDINGS TO FINANCIAL INSTITUTIONS Note 2018 2017
{Rupees in '000)
Call / clean money lendings 7.2 139,089 139,089
Repurchase agreement lendings (Reverse Repo) 7.3&7.3.1 1,448,785 1
1,587,874 139,089
Less: Provision held against Lendings to Financial Institutions 7.2 (139,089) 139,089)
Lendings to Financial Institutions - net of provision 1&4_8‘785 -

7.1 Particulars of lendings

In local currency 1,448,785 -
1!448!785 -

7.2 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.

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

Note 2018 2017
Further Further
Held by given as Held by given as
Bank collateral Total Bank collateral Total
(Rupees in '000)
Market treasury bills 7.3.2 __1,450,000 - 1,450,000 B - -

7.3.1 This carries mark-up rates is 10.35% (2017: Nill) per annum, with maturity upto 2 January 2019 (2017- Nill). Subsequently,
the amount was received.

7.3.2 Market value of securities held as collateral against lendings to financial institutions is Rs. 1.449 million (2017: Rs. Nill).

74  Category of classification 2018 2017
Classified Provision Classified Provision
Lending held Lending held
(Rupees in '000)
Domestic
Loss 139,089 _ (139,089) 139,089 139,089)

139,089 139,083 139,089 139,089)

L
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8.4 Investments in government securities include securities which are held by the Bank to comply with the statuary liquidity
requirements determined as set out under section 29 of the Banking Companies Ordinance, 1962,

8.5 Pakistan Investment Bonds (PIBs) are for the period of ten years. Rates of profit are 11.1% and 13.2% per anum (2017: 11.1%
and 13.2% per anum) with maturities in August 2021 and August 2022 (2017: August 2021 and August 2022).

8.6 Provision for diminution in value of investments Note 2018 2017
(Rupees in '000)
Opening balance 8.6.1 17,781 17,781

Charge for the year
Reversal for the year

Reversal on disposal
Amount written off

Closing balance 17,781 17,781
8.6.1 Particulars of provision against debt securities
2018 2017
Category of classification Non Non
performing Provision performing Provision
investments investments
Domestic (Rupees in ‘000)
Loss 17.781 17,781 17,781 17,781
17,781 17,781 17,781 1 7i
8.7 Quality of available for sale securities
Details regarding quality of available for sale (AFS) securities are as follows:
Cost
8.7.1  Domestic Securities Note 2018 2017

(Rupees in "000)
8.7.1.1 Federal government securities - Government guaranteed

Market Treasury Bills 8.3 9,182,603 13,583,18
Pakistan Investment Bonds 85 118 11
9!182!721 13 304
8.7.1.2 Shares

Unlisted Companies Note 2018 2017

Cost Break value Cost Break value

(Total) {Total)
(Rupees in '000)

National Institutional Facilitation Technologies
(Private) Limited (NIFT) 8.10 954 36,932 954 34,886

Per share breakup value of NIFT is Rs. 26.06 (2017: Rs. 24.62).

8.7.1.3 Non government debt securities

Rating Cost

Listed TFC Note 2018 2017 2018 2017
(Rupees in "000)

Telecard Limited - | 88  Unrated Unrated 7,782 7.782
—_—

Unlisted TFC

Pakistan International

Airlines Corporation Limited 88 Unrated Unrated 2476 3.538

8.7.1.4 Preference shares
Listed Companies
Chenab Limited 8.9 Unrated Unrated 10,000 1

Lo




8.8 Term Finance Certificates (TFCs) - available-for-sale

Investee Number of Paid up Total paid  Profit rate Principal redemption terms Carrying Name of the
certificates value up value Value as at  Chijef
held per (before 31 December Ex b
certificate redemption) 2018 r
(Rupees) (Rupees (Rupees
in "000) in "000)
Listed TFCs
Telecard 5,000 5,000 25,000 3months This represents the listed Term 7,782  Syed Aamjir
Limited KIBOR p.a. Finance Certificates (TFCs) Hyssain
issued by the Company,
effective from 31 December
2015 these TFCs have been
restructured for the period of
five vyears carrying mark-up
payable on quarterly basis and
principal amount redeemable in
12 unequal quarterly
instalments  starting from 31
March 2018. These TFCs carry
mark-up at the rate of three
months  kibor {2016: three
months  kibor). These are
secured against a first specific
charge over the fixed assets of
the Company and specific
charge over the intangible
assets (frequently spectrum)
procured from the PTA.
The balance has been fully
provided.
Unlisted TFCs
Pakistan 1,133 5,000 5,665 Bmonths 6.25% of total issue in 16 equal 2,476 Air Marshal
International KIBOR + quarterly instalments starting Ars:id Malik
Airlines 1.25% p.a. from May 2016.
Corporation
Limited®
Total (at cost) 10,258
Provision for diminution (against Telecard Limited) (7,782)
Total (net of provision) - carrying value as at 31 December 2018 2473

Secured against the guarantee of Government of Pakistan (GOP). Subsequently, fully recovered in October 2019,

8.9 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. 1

carrying dividend entitlement at 9.25% per annum on the face value.

0 each,

Market value of these shares at 31 December 2018 were not available as these shares are not being currently traded. Given the market pricg

of the Company's shares, the Bank has made full provision against these preference shares.

8.10 Ordinary shares of an unlisted company - a related party

This represents investment in 1.416,985 ordinary shares (2017: 1,416,985 ordinary shares) of Rs. 10 each of National Institutional Fagilitatior

Technologies (Private) Limited (NIFT). The Bank's investment in NIFT is carried at cost (less impairement losses, if any). One empl
the Bank is a Director of NIFT, however, the Bank does not have significant influence over the entity. The Bank has 5.67% (2017:

P

yee of
0.67%




9.1

8.2

9.3

9.3.1

ADVANCES

Note
Loans, cash credits, running
finances, etc 82
Advances - gross

Provision against non-performing

advances
- specific 9.3
- general 93

Advances - net of provisions

Particulars of advances - gross

In local currency
In foreign currencies

Category of classification
Domestic

Other Assets Especially Mentioned
Substandard

Doubtful

Loss

Particulars of provision against advances

Opening balance

Charge for the year
Reversals
Net charge / [reversal) for the year

Amounts written oft
Reversal against provision as per court order
Closing balance

Particulars of provision against advances

In local currency
In foreign currencies

Performing Non Performing Total
2018 2017 2018 2017 2018 207
(Rupees in '000)
8,749,600 8,459,058 1.990,006 1.670,104 10,739,606 10,128,162
8,749,600 8,459,058 1,990,006 1.670,104 10,739,606 10,128,182
- - (1,306,277) (1,246,569) (1,306,277) (1,248,569)
(13,936) {6,962) - - (13.936) (6,962)
(13,936) {6,962) (1,306,277) (1,246,569) (1,320,213) (1,253,831)
8,735,664 8,452,096 683,729 423,535 9,419,393 B.875, 5§=1_
2018 2017
(Rupees in "000)
10,739,606 10,128,162
10,739,606 1 gi 129,162
“ —a—
Advances include Rs. 1,990.006 million (2017: Rs. 1,670.104 million) which have been placed under the non-performing status as detailed below:
2018 2017
Non Provision Non performing Provision
performing loans
loans
(Rupees in ‘000}
6,318 92 1,261 -
310,175 250 - -
26,227 - 100,253 8,489
1,647,286 1,305,935 1,668,590 1,238,080
1,990,006 1,306,277 1,670,104 1,246,560
2018 2017
Specific General Total Specific General Total
(Rupees in '000)
1,246,569 6,962 1,253,531 1,256,793 8,631 1,265,428
127,725 6,974 134,699 127,479 3.490 30,
(68,017) - (68,017) (113,456) {5,159) (118.,61%)
59,708 6,974 66,682 14,023 (1,669) 12.35]
- - - {24,136) - 24,136)
- - - (111) - (111
1,306,277 13,836 1,320,213 _1,246.569_ B.962 1,253,531
2018 2017
Specific General Total Specific General Tatal
(Rupees in '000)
1,306,277 13,936 1,320,213 1,246,569 6,962 1,263,531
1,306,277 13,936 1,320,213 1,246,569 6,962 1,253,531

e
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9.3.2 Consideration of forced sales value (FSV) for the purposes of provisioning against non-performing
loans

9.3.2.1 In accordance with BSD Circular No. 1 dated 21 October 2011 issued by the State Bank of Pakistan, the Bank
has availed the benefit of Forced Sale Value (FSV) against the non-performing advances. Had th benefit
under the said circular not been taken by the Bank, specific provision against non - performing advan%es as of
the period end would have been higher by Rs. 432.299 million (31 December 2017: Rs. 372.274 mil ion) and
loss after tax would have been higher by same amount in both years. The FSV benefit recognized will not be
available for the distribution of cash and stock dividend to shareholders.

9.3.2.2 As per the revised Prudential Regulations issued for the Corporate / Commercial Banking vide BPRD Circllar
No. 06 of 2014 dated June 26, 2014, the cumulative FSV benefit recognized in respect of customers unfer
Corporate / Commercial Banking is Rs. 219.450 millions (December 31, 2017: Rs. 192.847 million) and is hot
available for distribution of cash or stock dividend / bonus to employees.

9.3.2.3 Subsequent to the year-end in 2021, the management decided to not to avail the FSV benefits and las sdch
these have not been considered in the management accounts as of 31 December 2021. However, the Bank

continued to avail this benefit in the management accounts for the year-ended 31 December 2019 and |31
December 2020.

9.3.2.4 General provision represents provision against consumer loans 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 and against Small Enterprises financing maintained at an amount equal to 1%
of the unsecured performing portfolio as required by the Prudential Regulations issued by the SBP.

9.4 Particulars of write offs Note 2018 2017
(Rupees in '000)
9.41  Against provisions a3 - 24,136
Directly charged to profit and loss account - -
- 24,136
9.4.2  Write offs of Rs. 500,000/~ and above - 24,13p

Write offs of below Rs. 500,000/-

- 24,136

9.5 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 n
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 2018 has not been given as there were no write-offs during
the year.

10. FIXED ASSETS

Capital work-in-progress 10.1 55 49
Property and equipment 10.2 320,158 279,260
320,213 279,309

10.1  Capital work-in-progress

Civil works 55 49
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10.21

10.2.2

10.2.3

10.2.4

10.2.5

The leasehold land and buildings of the Bank were revalued on December 31, 2018 by an independent valuer Anjum |Adil
Associates on market value basis after making independent market inquires from local estate agents / realtors in the |vicinity to
establish the present market value. The revaluations of the above assets were last carried out in 2016, 2014, 2011, 2008 |and
2006. The resulting surplus has been credited to the revaluation surplus account, net of related tax effect. The |details of

revalued amounts (gross) as at December 31, 2018 are as follows:

Revaluation as of

31 December
Note 2018 of(:m
(Rupees in '000)
Total revalued amount of Leasehold land 10.2.4 78,527 57,7187
Total revalued amount of buildings Buildings on Leasehold land 10.2.4 193,278 161,533
271,805 219,320
Had the land and buildings not been revalued, total carrying amounts as at 31 December would have been as fol (at gost
less accumulated depreciation):
2018 017
(Rupees in '000)
Leasehold land 3,287 3,287
Buildings on Leasehold land 38,686 47,085
41,973 50,372

The total of forced sale values based on the revaluations explained in note 10.2.1 above are as follows:

Leasehold land
Buildings on Leasehold land

The cost of fully depreciated assets that are still in use are as follows:

2018 2017
(Rupees in '000)
Building improvement 30,866 18,558
Furniture and fixtures 51,589 43,671
Electrical, office and computer equipment 199,664 203,973
Vehicle 9,061 9,061
291,180 275,263

Summarized details of the valuation of properties across the country:

Revalued amount (net of depreciation) /

Note Original cost cost*
Location of properties Land Buildings Total Land Buildings Total
rmmeeeaen (Rupees in '000) {Rupees in '000)

Mehdi Tower, Karachi - 5,167 5,167 - 34,004 34,004
New Town, Karachi - 1,348 1,348 - 22,19 22,191
Sukkur - 1,017 1,017 - 16,609 16,609
Faisalabad - 4,873 4,873 - 10,608 10,6Q8
F.B. Area, Karachi - 815 815 - 17,660 17.560
Gulshan-e-Igbal, Karachi - 1,322 1,322 - 9,424 9,424
P.E.C.H.S., Karachi 10.2.5 3.000 6,760 9,760 78,240 9,982 88,222
Mirpurkhas (Idle Propery) 10.2.6* 162 - 162 162 162
Kohat (Idle Propery) 10.2.7* - 708 708 - & -
Nawabshah (Idle Propery 10.2.8* 125 - 125 126 125
Regional Office Lahore - 60,000 60,000 - 72,900 72,900

3,287 82,010 85&97 78,527 193,278 71 805
* At cost due to the reasons given below. Amounts are not considered to be material.
This property is under litigation as various complaints were lodged against the Bank on the grounds that the property is being
used for commercial purpose contrary to its legal status as a residential property and that floor plans of the first and second
floors of this property are not approved by the relevant authorities. The Bank filed a Suit for Permanent Injunction before a Civil
Judge against the complainant while informing the court that it has taken necessary action for the regularization and bringing
the construction existing on the Bank's property within the parameter stipulated by Sindh Building Control Authority {SBCA).

IO




10.2.6

10.2.7

10.2.8

10.2.9

[

However, since the notification for regularization of unapproved construction has been suspended conseque
Constitutional Petition no. D-408/2012 pending before High Court of Sindh, Karachi, the Bank became a pa

pending before IV-Senior Civil Judge were adjourned sine-die till the decision of Constitutional Petition no. D-408/2012 pen ing
before the High Court of Sindh. The Bank's legal consultant has confirmed that the Bank is not likely to suffer any losses inl the
Constitutional Petition.

the property is idle, the Bank has obtained extension in time specified in Section 10 of the Banking Companies Ordinance, 1
for holding of idle properties from the State Bank of Pakistan (SBP) and the SBP has allowed the Bank to retain the prope
Mirpurkhas till the order in suo moto case no. 16/2011 remains effective.

This represent temporarily idle property for which extension in time specified in Section 10 of the Banking Companies
Ordinance, 1962 for holding of such properties has been obtained by the Bank from State Bank of Pakistan (SBP). Kdhat
property has been written down to book value of Re. 1 owing to difficulties faced by the Bank in disposing off the said prop rty
and the SBP has allowed the Bank to retain the property till the situation is favorable for sale of this property.

The land at Nawabshah was granted to the Bank for the construction of bank building on the directives of Chief Minister Si

However, a person illegally raised claim on the property and illegally transferred the Property to two other parties.
contended by the Bank in the Court of 1st Senior Civil Judge, Nawabshah and the suit was decreed in Bank'

likelihood of any apparent loss. The property is recorded at Rs. 125,000 being the amount of lease money depaosited with
Municipal Committee, Nawabshah. Accordingly, due to the above reasons, and in view of the uncertainty still involved, the Bank

Details of disposals of fixed assets during the year

Cost Accumulated  Carrying Sale Mode of Pa lars jof
depreciation value proceeds disposal buyers
(Rupees in '000)
Furniture and fixtures
Items having book value of less
than Rs. 250,000 or cost of
less than Rs. 1,000,000:
Miscellaneous items 406 382 24 62 Auction/  Variou
quotation
Electrical, office and
computer equipment
ltems having book value of less
than Rs. 250,000 or cost of
less than Rs. 1,000,000:
Miscellaneous items 2,035 2,035 - 214 Auction / Various
quotation
Total 2018 2,441 2,417 24 276
Total 2017 5,798 5,613 285 2,436




1. INTANGIBLE ASSETS Note 2018 2017
(Rupees in '000)
Capital work-in-progress 1.1 4,959 4,944
Intangible assets 1.2 31,436 39,293
36395 48737
1.1 Capital work-in-progress
Software up gradation (advance to the consultant) 2,784 2,515
Payments to consuttant for up gradation of IT setup 2,175 2,429
4,959
1.2 At1January
Cost 85,765 71,743
Accumulated amortisation and impairment (46,472) 139,726
Net book value g@ 7
Year ended December
Opening net book value 39,293 32,017
Additions 2,936 14,022
Amortisation charge (10,793) {6,746)
Closing net book value 31.436 ,293
At 31 December
Cost 88,701 85,765
Accumulated amortisation and impairment |5:rg§1 (46,472
Net book value M
Rate of amortisation (percentage) 10-.
Useful life in years 3-10

1.3 The cost of fully amortised intangible assets (computer software) still in use is Rs. 31.48 million (2017: Rs. 22.58 million).

11.4  Change in an accounting estimate

During the year, the managemaent carried out a review of the estimate of the useful lives of above intangibles assets and in case of certain softwares it was
revised from 5 years to 3 years. The revision has been mmmwmwmmwmmammmmtmm with {he
use of these softwares. The revision has bean accounted for as a change in accounting estimate as defined in International Accounting Standards. Had the
revision in the useful lives not been made, amortization charge for the year and loss for the year would have been lower by Rs. 2.23 million while @ balarice

i ision, resulting in the increase / {reduction) of nses

31December  31December 31 December 31 December 31 D&mbq r
2022

2019 2020 2021
(Rupees in '000)
1,483 161 (3,484, {2,473) (478)

12. DEFERRED TAX ASSET / (LIABILITY)

Balance as at Recognised Recognised Balance as at Recognised Recognised Balance as
1 January in profit and in other 31December  in profit and in other 31 DFmbI
2018

2017 loss account  comprehensive 2017 loss account  comprehensive
income / equity income / equity
{Rupees in '000)
Deductible temporary
differences on:
Accelerated tax depreciation 31,248 3,562) . 27,684 (27,684) - -
Provision for non-performing and
off - balance sheet 157,104 (59,839) - 97,265 (97,265) - -
Unabsorbed depreciation /
amortization 65,510 (60) - 65,450 (65,450) - -
(Deficit) on revaluation of
investments - . 26 26 - (26) -
Tax losses carried forward 43,199 (43,199) - - . - -
297,059 (106,660) 26 190,425 (190,399) (28) -
Taxable temporary
differences on:
Surplus on revaluation of
-Buildings 140,691) 2,106 (38,585) 2,108 (16,157) (Tz.m1
-Investments 8,733 - 6,733 - - - -
(47,424) 2,108 6,733 {38,585) 2,106 (18,157)

=

Net deferred tax liability 249,635 (104,554 6,753 151,840 L188.293) ___ (16183) (82630




121 As a matter of abundant caution, the bank has not recorded deferred tax asset of Rs. 168 million and Rs. 60 million on
deductible temporary differences representing taxable business losses of Rs 480 million and unabsorbed depri iatio]‘of

Rs. 172 million respectively. The bank during the year decided to derecognize deferred tax asset of Rs. 93.134 million on

unabsorbed depreciation and provision against non-performing loans amounting to Rs. 97.265 million as a atter| of
caution.

13. OTHER ASSETS Note 2018 17

(Restated,
(Rupees in"’
Income / mark-up accrued in local currency 13.1 226,877 148,200
Income / mark-up accrued in foreign currency - -
Advances, deposits, advance rent and other prepayments 132 184,836 66,636
Advance taxation (payments less provisions) - 33,090
Mark to market gain on forward foreign exchange contracts 44 570
Acceptances 501,879 7.653
Suspense account (fully provided) 5,001 3,250
ATM Settlement Account (fully provided) 8,597 4,091
Receivable against encashment of instruments 3,039 3,190
Receivable from defined benefit plan 35.4 - 33,748
Stationary & stamps on hand 856 925
Others 1,477 791
932,706 403,144
Provision against other assets 13.3 (13,600) (6.253)
Other assets (net of provision) 919i108 %lﬁi

13.1  Includes markup receivable of Rs. 14.356 million (2017: Rs. B.605 million} due from the State Bank of Pakistan on
subsidized loans.

13.2  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 proceeding. The Bank proceeded to purchase the property during an [auction
conducted by the Banking Court as part of the recovery suit against the property's owner (judgement debtor) w
defaulted on a loan from the Bank amounting to Rs. 43.205 million Consequent to the depasit of the bid money
Bank which was based on a valuation carried out by an external valuer, the judgment debtor filed objection agai

management in consultation with the Bank's lawyer is hopeful of a positive outcome. On the final judgment of th
High Court, the Bank's loan amount and the cost of funds is expected to be paid to the Bank.

13.3  Provision held against other assets Note 2018 201
(Rupees in '000)
Fraud and forgery (including suspense account) 5,003
ATM Settlement Account 8.597
13.4 13,600

134  Movement in provision held against other assets

Opening balance 6,253 10,421
Charge for the year 8,797 -
Amount Written off (1,450) -
7,347 -
Transfer - (4,168)
Closing balance 13,600 253




Th earlier reported balance of provision held against other assets at 31 December 2017 was Rs. 10.421 million.| This also
included provisions against (suspension of interest) of Rs. 4.168 million due against non-performing loans and adInces. In

the current year the suspension of interest / mark-up income has been adjusted against the gross interest / mark -up

receivable balance, Corresponding figure as of 31 December 2017 has also been so adjusted, with no impact in t bottorn-
line.

Restatement of 2017 figures is due to the inclusion of acceptances figure in 2017 as more fully explained in note 2.3.2.

14. CONTINGENT ASSETS

There were no contingent assets of the Bank as at 31 December 2018 and 31 December 2017. However, several|recov

ery
suits have been filed by the Bank.
15. BILLS PAYABLE Note 2018 2017
(Rupees in '00
In Pakistan 245,034 58,584
Qutside Pakistan 4,220 3,010
249,254 §61 594
16. BORROWINGS
Secured
Borrowings from State Bank of Pakistan
Under Export Refinance Scheme 16.2 36,000 37,700
Under revised SBP Financing Scheme for Renewable Energy 16.3 71,616 87,184
Under Refinance & Credit Guarantee Scheme
for Women Enterpreneurs in underserved areas 16.4 1,350 -
108,966 124,884
Repurchase agreement borrowings (Repo) - 3,778,948
108&66 3,903,83
16.1  Particulars of borrowings with respect to currencies
In local currency 108,966 3,903,83
In foreign currencies =

108,966
16.2  The Bank has entered into an arrangement for financing with the State Bank of Pakistan (SBP) to extend export finance t
its customers. As per the arrangement, the Bank has granted SBP the right to recover the outstanding amount from thi
Bank at the date of maturity of the finance by directly debiting the current account maintained by the Bank with SBP, Thi
carries mark-up rate of 1% per annum (2017: 1% per annum}. These borrowings are repayable by 01 April 2019,

16.3  The Bank has entered into an arrangement for financing with the State Bank of Pakistan (SBP) under Revis

are repayable by September 2024.

16.4  These borrowings have been obtained from SBP under the refinance and credit guarantee scheme for w

omen
enterprenuers in underserved areas for setting up of new units and mest credit needs of business. The borrowings are

repayable in equal quarterly instaliments after grace period if any and does not carry any interest. The rate of mark up for

end users under the facility is up to 5% per anum. The loss, if any, includes risk Coverage of 60% of the outstgnding
principal by the State Bank of Pakistan.

jorr




17.

171

17.2

18.

18.1

18.2

18.3

M

DEPOSITS AND OTHER ACCOUNTS

2018 2017
Customers In local In foreign In local In foreign ]
s
currency currencies Yo currency currencies el

(Rupees in '000)

Current deposits 3,578,644 41,152 3,619,796 3,181,364 47,982 3,229/346
Savings deposits 13,119,006 530,168 13,649,174 || 11,113,637 488,842 11,602,479
Term deposits 767,844 6,943 774,787 1,117,248 13,348 1,130,596
Others 309,006 - 309,006 266,896 - 266,896
17,774,500 578,263 18,352,763 15,679,145 550,172 16,229,317
Financial institutions ‘
Current deposits 11,845 - 11,845 32 - 32
Savings deposits 9 - 9 = 2 -
Term deposits 10,000 - 10,000 - - -
21,854 - 21,854 32 - 32
17,796,354 578,263 18,374,617 12,2;2 177 550,172
Composition of deposits 2018 2
(Rupees in '000)
- Individuals 5,900,340 ,888,445
- Government (Federal and Provincial) 7,001,224
- Public Sector Entities 428,284
- Non-Banking Financial Institutions 21,854 21,
- Private Sector 5,022,915 214,
18,_3;45617 1g229!$9
This includes deposits of Rs. 8,264.336 million (2017: Rs. 8,151.208 million) which are covered under deposit protection
mechanism as required by the Deposit Protection Corporation circular No. 4 of 2018.
OTHER LIABILITIES Note 2018 2017
(Restated)
[Rupees in '000
Mark-up/ Return/ Interest payable in local currency 386,904 232,778
Mark-up/ Return/ Interest payable in foreign currency 177 137
Unearned commission and income 10,273 8,148
Accrued expenses 47121 44,691
Payable against purchase of fixed assets 5432 3,132
Acceptances 501,979 7,693
Mark to market loss on forward foreign exchange contracts 205 g
Branch adjustment account 163 15,216
Payable under a defined benefit scheme 36 7,140 7,028
Payabie to staff retirement defined benefit plans 35.7 36,588 -
Provision for employees’ compensated absences 37 71,442 74,763
Provident fund Payable to the members 18.1 11,463 -
Staff Welfare Fund 2,170 2,096
Benevolent fund balance (being refunded to the employees) 2,049 5,15]
Clearing proceeds awaiting clearance 2,368 3,095
Others 18.2 12,545 8,22
1,098,019 412,118
This represents the provident fund balance payable to the members of the Provident Fund. The Fund was discontinued in the
Previous year and the balance in its records were transferred to the Bank for onwards settlement to the members. As of the
current date, the balance has reduced to Rs. 5.7 million
This includes, Rs. 1.953 million against taxes deducted / collected by the Bank for onwards payment to the Government t easuny

and security deposits collected by the Bank amounting to Rs. 2.09 million.

Restatement of 2017 figures is due to the inclusion of acceptances figure in 2017 as explained in note 2.3.2.




19. SHARE CAPITAL
19.1  Authorised capital
2018 2017 2018 2017
(Number of shares) (Rupees in '000)
500,000,000 __600.000.000  Ordinary shares of Rs. 10/- each 6,000,000 —6.000,000
., 000,000,000 =y |
19.2 Issued, subscribed and paid-up-capital
2018 2017 Ordinary shares of Rs 10/- each 2018 2017
(Number of shares) (Rupees in '000)
334,365,000 334,365,000 - Fully paid in cash 3,343,650 ,343,650
65,046,250 65,046,250 - Issued as bonus shares 650,463 650,463
399,411,250 399,411,250 3,994,113 —3894113
—_—ee. 999 811,200 A
2018 2017
19.3 Shareholders (associated undertakings) Number of Percentage of Number of Percentage of
shares held shareholding shares held shareholding
% %
Federal Government of Pakistan through
Ministry of Finance 330,088,793 82.64 330,088,793 82.64
MCB Bank Limited 23,095,324 5.78 23,095,324 5.78
Habib Bank Limited 23,085,324 5.78 23,095,324 5.78
Allied Bank Limited 7,734,927 1.94 7,734,927 1.94
National Bank of Pakistan 7,698,441 1.93 7,698,441 1.93
United Bank Limited 7,698,441 1.93 7,698,441 1.93
399;411%50 100 3995411@_32 100
20.  SURPLUS / (DEFICIT) ON REVALUATION OF ASSETS Note 2018 2017
(Restated)
(Rupees in '000)
Surplus / (Deficit) on revaluation of
- Available for sale securities 82 (740) (74)
- Operating fixed assets 20.1 229,833 168,948
229,093 168,874
Less: Deferred tax on Surplus / (Deficit) on revaluation of
- Available for sale securities 8.2 - (26)
- Operating fixed assets 52,636 38,585
52,636 38,559
Surplus arising on revaluation (net of tax) 176,457 30.315
Reconciliation of surplus on fixed assets - net of deferred tax.
Surplus as of the year-end 229,833 168,948
Deferred tax on surplus (52,636) 38,585)
177,187 30,3
20.1  Surplus on revaluation of operating fixed assets
Surplus on revaluation of operating fixed assets as at January 1 168,948 170,853
Charge in policy ( note 4.1) - 4,118
Surplus on revaluation of operating fixed assets as at January 1- restated 168,948 174,966
Recognised during the year 66,903 -
Transterred to unappropriated profit in respect of incremental
depreciation charged during the year - net of deferred tax (3,912) (3,912)
Related deferred tax liability on incremental
depreciation charged during the year (2,106) (2,108)
Surplus on revaluation of operating fixed assets as at 31 December 229,833 168,94¢
Less: related deferred tax liability on:
- revaluation as at January 1 38,585 40,691
- revaluation recognised during the year 16,157 -
- incremental depreciation charged during the year (2,106) (2,106)
52,636 38,585
e
‘ 177,197 130,363




21. CONTINGENCIES AND COMMITMENTS Note 2018 2017
{Rupees in '000)

Guarantees 21,1 844,289 753,784
Commitments 2 3,043,331 493,948
Other Contigent Liablities 21.3 1,183,000 1,202,655

5,070,620 2,450,387

21.1  Guarantees

Financial Guarantee
Performance Guarantee 844,289 753,784
Other guarantees =

844,289 753,784

21.2 Commitments

Documentary credits and short-term trade-related transactions:
Letters of credit 214,940 140,347
Commitments in respect of:
Forward foreign exchange contracts 2127 361,136 309,510
Forward government securities transactions 21.2.2 2,460,960 -
Acquisition of Intangibles 6,295 3,897
Forward Swaps 2123 - 35,194

3,043 331 493,948

21.2.1 Commitments in respect of forward foreign exchange contracts

Purchase - Banks 354& 309,510

Sale - Banks 6,893

21.2.2 Commitments in respect of forward government securities transactions

Sale - Banks

21.2.3 Commitments in respect of forward Swaps

Purchase - Banks - 17,597
__ _—-=
Sale - Banks - 17,597

213 These mainly represent counter claims by borrowers for damages / compensations and employee reinstatement cljims.

Based on legal advices and internal assessments, the management is confident that these will be decided in the B
favour,

nk's

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, which are primarily backed by trade finance related business of customers.

23. MARK-UP / RETURN / INTEREST EARNED Note 2018 2017
(Rupees in '000)

Loans and advances 23.1 770,188 658,384

Investments 644,402 630,246
Lending to financial institutions 43,803 4,964

Balances with banks 816 599
1,459,209 1,294,193

231 Includes Rs. 10.077 million (2017: Rs. 8.918 million) from the State Bank of Pakistan on subsidised loans given by fthe
Bank to the borrowers.

24 MARK-UP / RETURN / INTEREST EXPENSED

Deposits 604,728 436,627
Borrowings 99,726 165,187
Cost of foreign currency swaps against foreign currency deposits 4,030 1,385

hos 708,484 603,159

l Purchase - Banks 2‘460!960 -




25.

26.

27.

271

28,

FEE & COMMISSION INCOME

Branch banking customer fees
Credit related fees

Consumer Finance related fees
Card related fees

Commission on trade
Commission on guarantees
Commission on bancassurance
Others

GAIN / (LOSS) ON SECURITIES - Net

Realised
Federal government securities
Shares

OTHER INCOME

Gain on sale of fixed assets-net

Grant income amortised

Tender fee received

Reversal of markup expense on borrowing from SBP under
export refinance scheme

Recovered from employees against unserved notice period

Others

This represents reduction in the mark-up charged by the State Bank of Pakistan on export refinance borrowing relating fto the

previous year.
OPERATING EXPENSES
Total compensation expense

Property expense
Rent & taxes
Insurance (including deposit protection)
Utilities cost
Security (including guards)
Repair & maintenance
Depreciation
Impairment loss

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

Sk

Note

27.1

28.1

10.2

38.1

34.1

28.2

2018 2017
(Rupees in *000)
29,999 31,620
3.447 3,256
8,151 3,225
3,041 2,915
11,592 8,454
12,120 12,4
2,188 3,1§§
2,715 1,15
73253 66218
63 36
(717) 6,167
(654) 6,19
221 2,151
359 16,500
668 940
1,837 .
337 631
- 330
3422 20,552
474,145 489,080
213,168 95,487
20,510 10,295
38,477 40,029
38,946 30,695
17,937 18,714
13,882 18,116
5,916 -
348,836 207,336
12,534 10,183
13,250 11,745
18,432 22673
10,793 6,747
55,009 51,348
1,595 1/865
13,765 15,766
19,647 17,658
7,155 9,353
12,757 11,364
6,073 7,260
1276 9,199
7.854 6,979
27,746 29,383
12,830 13,135
9,807 6,884
5,499 6,089
1,599 2,074
11,761 5,267
10,832 3,481
150,196 145,257
1,028,186 893,021




28.1 Total compensation expense Note 2018 2017
(Rupees in '000)
Managerial Remuneration
Fixed 416,930 432,918
Charge for defined benefit plans 28.1.1 50,511 50,638
Others 6,704 5,624
474.1i§ 489 080
28.1.1 Charge for defined benefit plan

This represents charge for pension amounting to Rs 43.5 million, gratuity amounting to Rs 8.2 million (net of available balance), chargg for
unfunded gratuity amounting to Rs. 0.13 million and reversal of provision for compensated abscenses anounting to Rs 2.3 million.

28.2 Auditors' remuneration

Audit fee €,975

1,775
Fee for other statutory certifications 2,375 2,375
Agreed upon procedures report 1,800
Tax services - 420
Out-of-pocket expenses 611 7
11,761 52
29, OTHER CHARGES
Penalties imposed by the SBP 9,361 3,838
30. PROVISIONS & WRITE OFFS - NET
Provision against loan & advances - net 8.3 66,682 123
Provision for diminution in value of investments - net 8.6 -
Provision against other assets 8,797
Others - 3.212
75479 15,6
31. TAXATION
Current 31.2 18,683 1 7,432
Deferred 12 188,293 04,5

—207,978, 120032

31.1  Reconciliation of tax charge to the accounting income is as follows:

Accounting loss before tax for the year ’2‘8&! {1 15!9322
Taxable asset at 35% (2017: 35%) (87,021) 40,577)
Deferred tax asset not recognised 86,160 39,23
Minimum tax charge for the year 31.2 19,683 17.47
Deferred tax asset written off 12 188,293 04,55
Permenent difference 861 'I 1

207,976 '!22;032

31.2  The current tax charge represents charge for minimum tax under Section 113 of the Income Tax Ordinance, 2001,

31.3  Income tax return up to the tax year 2021 (financial year ended 31 December 2020) have been filed which are deemed to have been
assessed under Section 120 of the Income Tax Ordinance, 2001 (unless selected for assessment by the 1axation authorities). |Certain

appezls are pending with the Commissioner of Inland Revenue (Appeal), Appeliste Tribunal Inland Revenue (ATIR} and High court.
However, adequate provisions are being held by the Bank.

32.  BASIC AND DILUTED EARNINGS PER SHARE (Loss) Note 2018 2017
(Rupees in '000)
Loss after taxation ’458|608| {287,967)
{Number in '000)
Weighted average number of ordinary shares 399‘311 7,356/
(Rupees)
Basic and diluted loss per share _(1.14) {0.61
33. CASH AND CASH EQUIVALENTS (Rupees in '000)
Cash and balances with treasury banks & 1.825618 1,438,429
Balances with other banks 6 44,648 ,616

\ (-W"‘ 1!370384 1 045
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Components of plan assets 2018 2017
Pension Gratuity Pension Gratuity
fund fund fund fund
(Rupees in '000)
Bank balances 454,761 56,322 551,167 B
Non-Government Debt Securities - - 192,837 -
454,761 56,322 744 004 — -

Sensitivity 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 employge benefit
schemes. The increase / (decrease) in the present value of defined benefit obligations as a result of change in gach
assumption should be summarised as illustrated below:

2018 2017
Pension Gratuity Pension Gratuity
fund fund fund fund
(Rupees in '000) (Rupees in '000)
1% increase in discount rate 426,733 71,945 629,107 B
1% decrease in discount rate 532,716 74,159 807,393 -
1 % increase in expected rate of salary increase 506,615 74,135 773,788 -
1 % decrease in expected rate of salary increase 445,519 71,958 653,312 -
1% increase in expected rate of pension increase 499,503 - 740,350 -
1% decrease in expected rate of pension increase 453,115 - 683,943 -
Expected charge for the next financial year 21,278 4,243
Maturity profile 2018 2018
Pension Gratuity Pension Graptuity
fund fund fund fund
The weighted average duration of the
obligation (in years) 10.31 13.24 10.34 -
Distribution of timing of benefit payments
(time in years)
1 10,267 1,758 12,196 -
2 19,679 834 12,081 -
3 14,389 1,015 26,841 -
4 47,142 1,603 17,753 -
5 17,330 4,004 47,715 -
6-10 508,442 67,107 484,647 B
11-15 736,047 - 892,380 -

Funding Policy

The Bank has the policy to make annual contributions to the fund based on actuarial report.

Settlement from the Pension Fund

=

place of the Pension Fund, for new as well as the retiring employees, subject to voluntary acceptance of the mem rs t

move from the Pension to the Gratuity Fund. Further, the employees opting for the Gratuity Fund were offered fo owing
two options:

o

During the year, the Bank with the approval of Board of Directors introduced a Gratuity Fund as an End Service BeE:fjt i

Option 1: The existing Pension Fund balance calculated till 31 December 2018 ( based on an acturial valuation) shall
become the opening balance of the Gratuity Fund, effective 01 January 2019 and the employees shall be
eligible to the benefits in the event of death, resignation or terminition of employment for any reason other
than dismissal for misconduct. Entitlement to gratuity shall be based on the last drawn one month's basic

o™




Option 2 The existing Pension Fund balance calculated till 31 December 2018 ( based on an acturial valuation) shall be
paid in lumpsum (subject to tax implications as per the applicable tax rate). And from 01 January (2019, the
employees opting for this arrangement shall be entitled to gratuity in the event of death, resi nation or

Ent in|this
ervide of

Option 3: Members not opting for either of the options mentioned above, may continue to be the member of|the
Pension Fund,

Accordingly based on these options, the balance of the employees opting for either of the above two options Have been
50 seperately adjusted from the Pension liability ( based on an acturial valuation). The balance of the employees whd did
not opted for the Gratuity Fund, continues to be held in the Pension Fund. Due to the change / settlement| Rs 126
million has been recognised as an expense in the current year and is included in the current service cost for the year.

Subsequent to the year end, the bank offered the option again to the employees with an additonal option of |reverting
back earlier decision. Based on this, the number of employee who opted first option reduced from 24 to 9, resulting in
the reversal of hte present value of the obligation under the gratuity scheme by Rs. 43 million respectively.

Significant risk associated with the staff retirement benefit schemes include:

Asset volatility

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

Changes in bond yields

The valuation for all retirement benefit is discounted with reference to the bond vyields. 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. However
since no investment is currently in place, there is an asset liability mismatch risk.

Inflation risk

The salary inflation (especially the final salary risk) is the major risk that the retirement benefit liability carries. In a general
economic sense and in a longer view, there is a case that if bond yields increase, the change in salary inflation nerily
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 is more pronounced in
schemes where the age and service distribution is on the higher side.

Withdrawal rate

The risk of actual withdrawals experience is different from assumed withdrawal probability. The significance| of the
withdrawal risk varies with the age, service and the entitled benefits of the beneficiary,

UNFUNDED GRATUITY

The bank used to operate an unfunded gratuity arrangement for its ex-President. The liability determined in accordance
with the terms of the arrangement as at 31 December 2018 was Rs. 7.140 million (2017; Rs 7.028 million).

EMPLOYEES COMPENSATED ABSENCES

The liability of the Bank in respect of employees compansated 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 2018 amounted to Rs. 71.442 million (2017: Rs. 74.763 million) which has been fully provided by the
Bank. The reversal of provison for the year in respect of these absences is Rs. 2.321 million {charge for the year|2017
Rs. 14.006 million) which is included in note 28.1.1 to these financial statements. Discount rate of 9.5% (2017: 9.5%




371 The actuarial valuations was carried out as at 31st December 201 B using the following significant assumptions: 2018 2017
Discount rate 13.75% 950%
Expected Long Term return Not Applicable Not Applicable
Salaty increase

First year 5.00% 5.00%
Second year and onwards 11.75% 11.75%
Withdrawal before Normal Retiremant Age Light Ligm
Death in services SLIC (2001.08) SLIC (2001105)
38. COMPENSATION OF DIRECTORS AND OTHER KEY MANAGEMENT PERSONNEL
38.1  Total Comp tion Exp {of key g P ] 2018
President & Directors Key Manag Other
= B “é:."ﬁ?
Chairpersan
(Rupees in '000)
Fees - - 1,595 - -
Managerial remuneration - Fixed 17,960 - - 44,323 anz
Charge for defined
benefit plans 782 - - 10,832 1.368
Others ** 4,613 10,213 1,344
HE - 1,595 65 2!! 5
Number of persons ot 4 5 ]‘ 1
2017
President & Directors Key Manag it Other Matedial Risk
CED/ Executive Non- Executive Personnel Takers/ Conrollers
Chairperson
(Rupees in '000)
Fees - - 1,885 - -
Managerial remuneration - Fixed 21,545 - - 51,549 3445
Charge for defined
venefit plans 1874 - - 8,955 1.324
Others ** 3.296 6,924 1,296
25715 : _LE8S 61428 5
Number of persons 1 7 13 1

* Two individuals at different points of time.
"* Itincludes leave fare assistance paid to president amounting to Rs 0.85 miilion

382 The ex-Chief Executive was also provided with free use of the Bank's maintained car and household

383  Remt ion paid to Di s for participation in Board and Committee Meetings
2018
Masting Fees and Allowances Paid
For Board Committees
8 Name of Director For Board St e Board of Business
No. Meetings Board Audit Human M ot s Total Amopnt
Committee Resource c it c it Paid
Committee
{Rupees in '000)—
1 Ms. Sumaira K.Aslam 200 110 8o Bo 50 520
2 Ms Huma Bagqai 160 100 50 - - 310
3 Mr.Gholam Kazim 205 115 - S0 - 410
4 Ms. Rukhsana Shah 190 - 60 B0 25 355
0 335 150 50 - . . S—
2017
Meating Fees and Allowances Paid
For Board Committees
NS; Name of Director For Board < Board of

nass .
Compitee A Managcm.m Strategy C Nios Total Amount Paid

—{Rupees in '000}—

1 Ms.Sumaira K. Aslam 85 30 25 - 140
2 Mr.Mudassit H.Khan 100 - - - - noo
3 Ms.Naheed Ishag 140 70 - - - 210
4 Ms Nausheen Ahmed 75 25 100 - - 200
5 Mr. Muhtasheen Ahmad Ashai 125 - 75 75 - 275
6 Mr. Gholam Kazim Hosei 205 15 - 90 - 810
7 Ms. Huma Bagai 150 100 50 . - 300
8 Ms. Rukhsana Shah 170 - 25 35 - £30
Jotal Amount Paid _ —1000 340 275 . = 1865

38, FAIR VALUE MEASUREMENTS

|ties

The fair value of unquoted debt securities, fixed term loans, other 8ssets, other libilities, fixed term deposits and borrowings cannct be calculated with sufficient
reliability due to the absence of s current and active market for these assets and liabilities and reliable data regarding market rates for similar instruments.

33.1  Fair value of financial assets
The Bank measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in making the measurements:

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets o 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
prices) or indirectly (i.e. derived from prices),

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

%

as




0169 : .

(sanpiqey /
siesse [ejoueuy Jay30)
89114 1oe13u0)

e

‘IBUISIBUI 10U S| UDPDRSURI) SBIINDS JUBLLIBADY Piemio} Jo 10adsal Ul SIUBWIHLIWCD Jo Joedw) anjea Jeq

502

- . - 952'696 952°696 - - -
- - - LLO'VLE'BL  LL9'VLE'BL - - -
. . G 996°80L 996°801 - - -
- - = rsZ'eve ¥SZ'6rT . - -

s0Z - S0Z - S0Z - . - 502

8LV L59°22 = 0E9'250'7 6E6

- - . L85'EEL - LBSEEL -
- g - £6E'6LY'E - - EBE'GLY'S -
= : “ S8L'8YY'L - SBL'BYY'L - -
. = o 8ro'ty - 8Y9'by - -
- - . 9L9'szg’'L - 919'sz8’L - -
. . - 9UPZ g - - aUY'z
- 4 " 124 3 . - 14

L86°L8L'6 = LBE'LEL'S = 186°L8L'6 - . - LB6'LBL'E

{000, uj seadny)
|ejor € |9Aa7 Z |aAe L 19A97 sannqey) sjessy
|eioueLy |e1oueuy Sa|qeAladal ojes
anjeA Jje4 |ejop »y1n 18410 pue sueoq 10} a|qejieay
8L0Z

L'c6E
tzee
L'Z6e
Lz6g

Lz6e
L'eee
L'¢6e
Leee
L'26E
ZCce6E
Ze6E

alon

aBueyoxa uBlaI04 Jo ajes plemioy
abueyoxa uBiaioy jo aseyasnd psemio

9NIEA Jje} J& painseaw sjuawWwINIsu] jRdUeLY Joays aouejeq-pO

sanliiqe a0

Siunodde Jayjo pue sysodaq

sbuimouiog

a|qeded sjig

eN|eA Jiv} 18 painseswu Jou senyjqer| [eidueuly

S10e1U03 85URYOXD UBIAI04 PIEMIO UO SSO| pazjjeaiun)- saijiqel| 1BYIQ
@njeA e} Je painseaw sapyjiqey) jejoueuyy

syasse 1By

SaoueApy

Sluatunusul |eidueuly o3 Buipua

$jueq saylo yum saouejeg

S ueq Ainseal) yum sasuejeq pue ysen
Auedwoo pajsijun ue J0 saleys -
S81ed1)1ua) aoueUl L) -

sjuawsaau|

BN|eA Jiej 18 painseaw jou sjasse |edURULY

spenuod abueyoxa ubiaioy PJemio uo uie pazijealun-
slasse JaylQ

(581d + sI1Q) sanuniag juawuianoy |elapal-
SlUBWISAU|
BNJEA JjBy 12 painsesw sjasse [epueUly

Siuawnasu ejoueuy Jeeys asuejeq ug

‘pasuobaied si Juswainseaw anjea 1iey oYy yoiym ojul Ayssesaiy AN[eA Jiej DY) U1 [3AD] aY) Aq pouad Buoda) 2Ul JO pua ay) Je painseaw spuBLINIISUI |BldueUl sasAjeue mojaq a|ge) |ayy

C'BE




|

b

.m.gﬁ%gﬂg%c (L4IN) Auedwod paysiun ue jo Saleys ay} o pue (y|d Aq panssy) 8ledynua) adueuly Wia| Jo anjep lie4 ay| z'z'ee

‘Sanjea Jie} Jo uoiewixoidde ajqeuoseas pie syunowe BuiAueds siay) ai0ja18y) "Wl poys sano Pa2udal Jo widl Loys 1o} a1e sanyiqel pue sesse [B1oURLY @58y |'Z'GE

‘sefumew Sujuiewas aanoadsal J1ay) 0} 9|qeoiidde sajes abueyoxa Pierio) Buisn paauap ase anjea Jled eyl spenuo) piemioy
Sanunoes 1gag

‘aBedgam siainay/idvInin) ueisiey jo UOHEId0SSY spuny jeninpy uo sjqejieae sajelfsaoud ay) Buisn pauiiaiap s) anjea ey sy

T 19AS7 LIYUM SJUBLUNIISU [e10UBLY JO LOEN[EA J1E) 10 uoneuuIBIBp U) pasn sanbiuyda) uonenejey

9Lt - 50871 - 6811 1z68 sdemg uBIaI0} piemio; Jo ajes premioy
SoB L1 £ COOLL - B8 L1 L'Zee sdemg ubieio} premioy jo aseyoind piemio
“T8l60e 2 “T8ze0t - 018 GOE L' 26E abueyoxa uBiaio piemioy jo aseyaind piemioq
(saiyiqen /
_ siasse |eppueuy Jayio)
8dud wenuo)

SNIBA Jjej 38 painsesw sjuBLINIISU) [ejouRLY Jeoys @surjeq-yo

= = 6
= * * = LS8'v0E {SB'POE = < . 1'Z6g saniiqey Jayl0
= o & > BVE'6ZZ'OL  6VE'BZZ'OL = = = 1'Z6E SIunodde Jaylo pue spsodag
= & + - ZEB'E06'E ZEB'EDG'E & - E 1268 sBuimoniog
% < = 2 ¥65°195 v65'195 ! . . L'Z6E ajqeAed s)ig
anjeA Jjej je painseaw Jou sa1)|qe)] jePuRUly
, 6 ” 6 # 6 B - = 6 §$loenu0o abueyaxa ubjaio) Piemio4 uo sso| pazieasun-
sanliqel Jayip
8N|eA Jjej Je painsesws seiqe)) [eoURYY
BB - 005001 1608

g " 2 - 866'091 2 856°091 = : L'Z6 slasse ayiQ
# 2 = - LE9'5/8'8 B L LE9'S5/B'8 - B AT SOOURADY
& s = - - - - - - L'Z6E Sluawnnsur jepueuly 03 Buipuan
= - . g 919'59 o 919’69 - - L'Z6E $3jUeq JaYI0 UM Saduejeg
= = ¥ L 6Zr'BEY’L 8 6Zv'BEY’L 2 . 1Z6E Sjueq Ainseal) yum sasuejeq pue ysen

. " g o 56 - - - 56 2268 Auedwoo pajsiun ue 0 saseyg -

- = » % BES'E - - - BES'E 2’268 S2)R0YIUBY) BOURLY W) -
Sluawysanu|
8N[eA 1ie} Je painsesiu Jou sjesse [ejaueu)y

045 " 0.8 g 048 % - - 04§ Shenuoo abueyoxa ubiaio) piemiog uo uieb pazijeasun)-
S19SSE JaylO)

OEZ'EBS'EL - 0EZ'EBSEL = OEZ'E8S'EL = - 2 OEZ'EBS'EL (S8lId + SiIq1} senunIag Wwawuisnon |e18pay-
Suawilsaau)
anjea Jjej Je painseaw sjasse lepueuly

{000, vt saadny) ajon
1eiog € [8A97 Z 19A27 L 19497 sanqgel) sjassy
|elDueUl) |BIDURUY sa|qeAaladal a|es
anjea Jie4 1Bl ByIn 1Byi0 pue sueon 10} B|ge|IeAy

[ L10Z |_ Siuawinisu) jepueuy Joays asuejeq uQ




T—— — T T—_
40. SEGMENT INFORMATION
40.1 Segment details with respect to business activities
l For the year ended 31 December 2018
gl‘:"f::: Retail and Small &
Conitngrcial Treasury Consumer Medium Total
Bsaking banking Enterprises
l Profit & Loss (Rupees in '000)
Net mark-up/return/profit 469,809 587,620 (500,109) 193,405
Inter segment (expense) / revenue - net (511,477) (560,930) 1,263,577 (191,170)
Non mark-up / return / interest income 35,325 31,078 39,169 8,097
I Total Income (6,343) 57,768 802,637 10,332
Segment direct expenses (59,799) (47,791) (873,933) (56,024)
Inter segment expense allocation - - -
Total expenses (59,739) (47,797) (873,933) (56,024)
(Provisions) / reversals (92,020) - (2.878) 19,418
Profit / (loss) before tax 158,162 —9.977 M M
Balance Sheet
l Cash & Bank balances . 1,108,218 762,046 -
Investments - 9,185,411 - -
Net inter segment lending (3,765,243) (11,677,585) 18,195,705 (2,752,877)
Lendings to financial institutions - 1,448,785 - -
Advances - performing 5,832,141 - 487,609 2,315,914
Advances - non-performing net of provision 285,342 - 4,021 394,368
Others 853,081 4.230 17,076 401,327
Total Assets 3,305,321 69,059 19,466,457 358,730
Borrowings 107,616 - - 1,350
Subordinated debt - - - -
Deposits & other accounts - 18,374,617 -
Net inter segment borrowing - 5
Others 818,350 204 579,200 2,155
l Total Liabilities 925,966 204 18,953,817 3,505
Equity 2,379,355 68,855 512,640 355,225
Total Equity & liabilities 3305321 69,059 12&2! 52122
_————r
l Contigencies and Commitments 2,131,242 2,822,096 - 117,282 5,070,620
40.2 Segment details with respect to business activities
For the year ended 31 December 2017
Corporate Retail and Smell &
Finance &
N Treasury Consumer Medium Total
Commercial Bankin o
Banking 8 BrpiBas
Profit & Loss (Rupees in '000)
I Net mark-up/return/profit 471,362 471,321 (401,002) 148,353 691,034
Inter segment (expense) / revenue - net (528,990) (436,463) 1,084,757 (119,304) -
Non mark-up / return / interest income 29,216 12,378 55,709 8,153 105,456
Total Income (28,412) 47,236 739,464 38,202 796,450
l Segment direct expenses (32,842) (30,826) (789,033) (44,158) (896,859)
Inter segment expense allocation - - - = =
Total expenses (32,842) (30,826) (789,033) (44,158) (89p,859)
Reversals / (Provisions) {16,166) - 800 - {15,566)
l Profit / (loss) before tax (77,420} 16810 ____ (48.969) —(5.956) {115
Balance Sheet
Cash & Bank balances - 985,050 518,995 - 1,504,045
Investments - 13,687,722 - - 13,587,722
Net inter segment lending (4,750,020) (10,723,534) 17,071,036 (1,597,482) -
Lendings to financial institutions - - - - -
Advances - performing 6,543,736 - 397,727 1,510,633 8,452,096
Advances - non-performing net of provision 192,848 - - 230,687 423,535
Others 768,531 8,691 1,932 93,123 872,277
Total Assets 2,755,095 3,857,929 17,989,690 236,961 24,839,675
Borrowings 124,884 3,778,948 - - 3,903,832
Subordinated debt - s - - -
Deposits & other accounts - - 16,229,349 - 16,229,349
1 Net inter segment borrowing - - - - -
i Others 287,791 1,956 652,003 31,962 973{712
. Total Liabilities 412,675 3,780,904 16,881,352 31,962 21,106/893
Equity 2,342 420 77,025 1,108,338 204,899 3,732[782
l Total Equity & liabilities 2 755,095 3 857,929 M g&g! 2&2;2@22
; Contigencies and Commitments — —_— . 1686361 419,322 2,450,387
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CAPITAL ADEQUACY, LEVERAGE RATIO & LiQuipiTy Note 2018 2017

REQUIREMENTS (Rupees in '000)
Minimum Capital Requirement (MCR):
Paid-up capital (net of losses) 43.2 2&1&01 3, 294'7@
Capital Adequacy Ratio (CAR):
Eligible Common Equity Tier 1 (CET 1) Capital 3,103,223 3,487,724
Eligible Additional Tier 1 (ADT 1) Capital - -
Total Eligible Tier 1 Capital 3,103,223 3,487,724
Eligible Tier 2 Capital 191,271 119,401
Total Eligible Capital (Tier 1 + Tier 2) 3,294,494 3,607,125
Risk Weighted Assets (RWAs):
Credit Risk 6,577,943 4,995,078
Market Risk 75,794 207,681
Operational Risk 1,528,238 1,494,
Total 8,181,975 6,697,347
Commen Equity Tier 1 capital adequacy ratio 37.93% 52.08% =
Tier 1 capital adequacy ratio —d7-93 52.08% L
Total capital adequacy ratio 40.27% 53.86% L
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%

2018 2017
(Rupees in '000)

Leverage Ratio (LR):
Eligiblle Tier-1 Capital 3,103,223 3,487,724
Total Exposures 25,659,482 27,421,389
Leverage Ratio 12.09% 12.72%
Liquidity Coverage Ratio (LCR):
Total High Quality Liquid Assets 12,282,345 9,174,64
Total Net Cash Qutflow 5,681,905 3.871,04
Liquidity Coverage Ratio 216% 237
Net Stable Funding Ratio (NSFR):
Total Available Stable Funding 15,983,715 14,402,36
Total Required Stable Funding 5,916,497 5.913,43
Net Stable Funding Ratio 270% 244%

43.1 Banks uses simple, maturity method and basic indicator approach for credit risk, market risk and operational ris
expesures respectively in the capital adequacy calculation.
43.2  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 10 have a minimum paid ug
capital (net of losses) (MCR) of Rs. 3 billien and capital adequacy ratio of 18% at all times, subject to the condition tha
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 regulations limits until the Bank's paid up capital and reserves reach Rs. 6 billion. At 31 December 2018
Bank's MCR (representing paid up capital net of accumulated losses) was Rs. 2.832 billion.

The full disclosures on the capital adequacy, leverage ratio & liquidity requirements as per the SBP instructions issued
from time to time are placed on the bank's website. The link to the full disclosures is available at
hitp;, fwbl.com li m basel-statements.

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
management 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 tools for measuring and controlling risks. Separation of duties is also
embedded in the Bank's system and organization.

A




44.1  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 thereafter. This

risk arises from the potential that a customer's or counterparty’s willingness or ability to meet such an obligation is impaired, resgiting 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 International, 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) , a ng to their
seasoning / maturity. Approvals for Consumer loans are centralized, while approval authorities for International .Corporate , &%cial, ME
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 activities, or are 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 credit risk to individual counterparties and groups, and 1o |ndustries,

where appropriate. Limits are also applied to portfolios or sectors where the Bank considers it appropriate to restrict credit risk concentratians,
or to areas of higher risk, or to control the rate of portfolio growth.
The Bank uses reputable and SBP approved rating agencies for deriving risk weight 10 specific credit exposures. These are applied cdnsistently
across the Bank credit portfolio for both on-balance sheet and off-balance sheet exposures. The methodology applied for using Extefnal Credit
Assessment Institutions (ECAI'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
2018
Exposures JCR-VIS PACRA S&p Fitch ﬁoody*t
Corporate ¥ v - - <
Banks ¥ y - - -
Sovereigns - - - - -
SME's v v - - -
Credit exposures subject to Standardized Approach
2018
Exposures Rating Amount Deduction Net
Category Outstanding CRM Amount
(Rupees In "000) —-——eereesscatannnn
Corporate 1 433,650 (584,900) 1,028,555
2 205,557 {141,636) 347,1
34 - - -
Claims on banks with original
maturity of 3 months or less 1,448,785 . 1,448,785
Retail 893,610 (74,959) 818,65
Public sector entities 1 . P -
23 - = 5
Others 7,235,626 (169,927) :IS,SSE
Unrated 3,822,875 (831,504) 1,371
2017
Exposures Rating Amount Deduction Net
Category Qutstanding CRM Arhount
(Rupees in '000)
Corporate 1 125,828 (227,400) 353,228
2 22,779 (760,891) 783,670
34 - - -
Claims on banks with original
maturity of 3 months or less - (296,598) ZI:. 598
Retail 590,373 - 590,373
Public sector entities 1 - & &
23 - - -
Others 7,122,316 - 7,132,316
Unrated 4,011,691 1,284,888 2,726,803




I — . - Rl i "
The forms of collateral that are deemed eligible under the ‘Simple Approach’ to credit risk mitigation as per SBP guidelines are Ysed by the
Bank and primarily includes cash, government, equity investment in blue chip companies and rated debt securities,
The Bank applies SBP specified haircut to collateral for credit risk mitigation. Collateral management is embedded in the Bank's ris taking and
risk management policy and procedures. A standard credit grenting procedure exists which has been welldisseminated down the |line,
ensuring proper pre-sanction evaluation, adequacy of security, pre-examination of charge / control documents and monitoring of expasure
on an ongoing basis.
Collateral information is recorded diligently in the Bank's main processing systems by type of collateral, amount of collateral against relavant
credit exposures. A cohesive accounting / risk management system facilitates effective collateral management for Basel Ii reporting|
44.1.1 Lendings to financial institutions
Credit risk by public / private sector Gross lendings Non-performing lendings Provision held
2018 2017 2018 2017 2018 2017
(Rupees in '000)
Public / Government 75,602 75,602 75,602 75,602 75,602 75,602
Private 1.512,272 63,487 63,487 63,487 63,487 | 63.487
1,587,874 139,089 139,089 139,089 139,089 139,
44.1.2 Investment in debt securities
Credit risk by industry sector Non-performing
Gross investments Investments Provision held
2018 2017 2018 2017 2018 2017
(Rupees in '000)
Public / Government (T-bills and PIBs) 9,181,981 13,583,230 - - - -
Airlines 2476 3,638 . - i d
Telecommunication 7.781 7.781 7,781 7,781 7,781 7,781
Textile 10,000 10,000 10,000 10,000 10,000 10.000
MB ‘2.&.2‘.‘2 ‘ITIHJ 17, 7§] 'I?lZﬂ 17,781
Credit risk by public / private sector Non-performing
Gross investments investmsits Provision held
2018 2017 2018 2017 2018 2017
{Rupees In '000)
Public / Government 9,181,981 13,583,230 - - - -
Private 20,257 21,319 17,781 17,781 17,781 17.781
13,604,549 17.781 17,781 17,781 17,781
44.1.3 Advances
Credit risk by industry sector Gross advances Non-performing advances Provision heid
2018 2017 2018 2017 2018 2017
(Rupees in '000)
Agriculture, Forestry, Hunting and Fishing 638,342 4,064,583 5,554 131,832 159 69,193
Textile 805,099 771,046 703,317 735,277 649,305 B56,386
Chemical & Pharmaceuticals 140,977 280,674 46,986 62,501 22,829 22,186
Cement - 50,017 - - - -
Food and Beverages 4,620,063 486,302 153,911 123,089 94,744 84,7
Footwear and Leather garments 40,848 39,403 40,598 39,403 40,598 39,4
Automobile and trasnportation equipment - 526,291 - - - -
Electronics and electrical Appliances 10,539 398,188 280 140,725 280 86,21
Construction 667,283 645,793 263,942 129,150 34,232 77,83
Power (electricity), Gas, Water, Sanitary 907,845 162,968 123,499 - 24,806 -
Wholesale and Retail Trade 620,242 42,218 23,663 4,862 8,985 1,96
Exports / Imports 351,770 88,590 127,227 45,807 91,670 40,81 :
Transport, Storage and Communication - 430 - 209 - 20
Services 1,673,522 1,327,188 359,951 153,342 216,071 139,35.
Individiuals 502,882 937,848 4,670 - 648 -
Others 330,194 297,723 136,405 103,907 121,948 8,28
10,739,606 10,129,162 1,990,006 1,670,104 1,306,277 1,246,564
e ———— = 3 —_ _— _— _—
WA
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Credit risk by public / private sector
Gross advances Non-performing advances Provision held|
2018 2017 2018 2017 2018 017
(Rupees in '000)
Public/ Government 4,753,925 3,199,963 - - -
Private 5,985,681 6,929,199 1,990,006 1.670,104 1,306,277 246,569
,
10,739,606 10,129,162 1,990,006 1,670,104 1 .248,569
44.1.4  Contingencies and Commitments 2018 4017
(Rupees in '000]
Credit risk by industry sector
Textile . 4,341
Chemical and Pharmaceuticals 18,406 36.242
Sugar - 227
Electronics and electrical appliances - 4,4
Construction 455,909 528,622
Power (electricity), Gas, Water, Sanitary 239,568 148,319
Wholesale and Retail Trade 196,161 4,642
Exports/imports 64,585 -
Transport, Storage and Communication . 111,215
Financial - 3447
Services 45,301 42,395
Individuals 36,841 19,283
Others 2,460 2,276
1,059,229 1 247,732_
R e n T
Credit risk by public / private sector
Public/ Government - -
Private 1,059,229 1,247,732
1,059,229 11247732
44.1.5 Concentration of Advances
The bank top 10 exposures on the basis of total (funded and non-funded expsoures) aggregated to Rs 6,774 million (2017: Rs 6,426 million) are as
following: ;r
2018 2007 |
(Rupees in '000)
Funded 6,078,423 5,849,592
Non Funded 696,161 968,123
Total Exposure 6774584 6,917,715
The sanctioned limits against these top 10 expsoures aggregated to Rs 7,621 million (prior yeer: Rs 8,329 million).
Total Funded Classified therein 2018 2017
Amount Provision Held Amount Provision Held
(Rupees in '000)
OAEM = e é
Substandard 198,489 - -
Doubtiul - . 3 - J
Loss 185,972 155,252 217,931 170,09
384,461 ___‘Im 217,931 170, gﬁ
e
|
44.16 Advances - Province/Region-wise Disbursement & Utilization |
2018 |
Utilization gl
Province / Region T
Disbursements KPK including AJK including
Punjab Sindh FATA Balochistan Islamabad Gilgit-Ba = |
(Rupees in "000) —T:
Punjab 2.838.254 2,838,254 = o - = - !
Singh 9,775,573 - 9,775,573 = - - =
KPK inciuding FATA 33,800 - - 33,800 - - -
Balochistan 12,727 - - - 12,727 - -
Islamabad 178,514 - - - - 178,514 -
AJK including i
Gilgit-Baltistan 11,681 - - - - - 11,681
Total 12,850,549 2,838,254 9,775,573 33,800 12,727 178,514 11,681
———e— Eaae———— =y
2017
Province / Region . 5 : " :
Disbursemenits , = KPK including A AJK including
Punjab Sindh FATA Balochistan Islamabad Gilgit-Bahlstan i
(Rupees in '000) |
Punjab 4,586,243 4,586,243 - . s . . |
Singh 6,597,778 . 6,597,778 - - . - |
KPK including FATA 45,042 : - 45,042 - % - |
Balochistan 6.493 = - - 6,493 - - |
Islamabad 548,334 = 2 - 548,334 -
AJK including |
Gilgit-Baltistan 9.662 - - & - - 9.662
Total 11,793,552 4,586,243 6,597,778 45,042 6,493 548,334 9662
= s———
|
|




|
442 Market Risk

Market risk is the risk that the fair value of a financial instrument will fluctuate due 1o movemnents in market prices. It results from changes in interest rates, exchange mis and
betwe

equity prices as well as from changes in the correlations en them. Each of these compenents of markst risk consists of a general market risk and a specific markrl risk
that is driven by the nature and composition of the portfolio.

. 1o particular
atility, market

Measuring and controlling market risk is usually carried out at & portfolio level, However, certain controls are applied, where necessary, 1o individual risk types
books and to specific exposures. Controls are also applied to prevent any undue risk concentrations in trading books, taking into account variations in price, vol
depth and liquidity. These controls include limits on exposure to individual markst risk variables as well as lirits on concentrations of tenors and issuers.

Trading activities are centered in the Treasury and Capital Markets Group which facilitates clients and also runs propristary positions. The

Bank is active in fthe us}n and
darivative markets for equity, interest rate and forsign exchange. |

The Market and Treasury Risk division performs market risk managemant activities. Within this division, the Market Risk Management unit is responsible for the development
and review of market risk policies and processes, and is involved in research, financial modeling and testing / implementation of risk management Systems, while Treasury

The functions of the Market Risk Management unit are as follows:

To keep the market risk exposure within the Bank's risk appetite as assigned by the BoD and the BRCC.

To develop, review and upgrade procedures for the effective implementation of markst risk management policies approved by the BoD and BRCC.

Te review new product proposals and propose / recommend / approve procedures for the management of their market risk.

5is.
44.2.1 Balance sheet split by trading and banking books |

2018 2017 |
Banking Trading Total Banking Trading Total |
book book book book |
{Rupees in '000) -
Cash and balances with treasury banks 1.825,616 - 1,825,616 1.438,429 # 1,438,429
Balances with other banks 44,648 - 44,648 65,616 - ss,fus
Lendings to financial institutions 1,448,785 - 1,448,785 - - I
Investments 5,185.411 - 9,185,411 13,587,722 - 13,587,722
Advances 9,419,393 - 9,419,353 8,875,631 - 8,875,631
Fixed assets 320,213 - 320,213 279,309 - 273,
Intangible assets 36,395 - 36,395 44,237 - 44,1,37
Deferred tax assets - - - 151,840 - 151,840
Other assets 919,106 - 919,106 396,891 - 396,891
23,199,567 - 23.198&! 24,839,675 - 4,839,675
44.2.2  Forelgn Exchange Risk |
Foreign Exchange Risk is the risk that the fair value of a financial instrument will fluctuate due 1o changes in foreign exchangs rates. Exposures are monitored by purrency to
ensure that they remain within the established limits for each currency. Exposures are also monitored on an overall basis 10 ensure compliance with the Bank's SBP approved
Foreign Exchange Exposure Limit.
The Bank’s reporting currency is the Pakistan Rupee, but its assets, liabilities, income and expenses are denominated in multiple currencies. From time 1o time, TCM |proacti ly
hedgss foreign currency exposures resuiting from its market making activities, subject to pra-defined limits,
2018 2017
Foreign Forelgn Currency  Off-balance Net foreign Foreign Foreign Oft-balance Netiforeign
Currency Uiabilitias heet tems  CHrTENCY Currency Currency sheot fterns cufrency
Assets exposure Assets Liabilities exposure
{Rupees in '000) :
United States Dollar 225,902 554,798 340,457 11,561 222,758 514,250 291,583 q‘i
Great Britain Pound |
Sterling 13,000 12,819 - 181 22,888 18.924 - 3.964
Euro 13,264 15,043 - (1,779) 842 - -
Japanese Yen 1,156 - 6,893 8,049 2,637 20,707 17,854 .
Other currencies 3 - - 3,840 3348 - - 3
257,162 582,660 347,350 21,852 252,473 553,281 309.437 B_G‘S;F:
2018 2017
Banking Trading Banking Trading
book book book bpok
(Rupees in '000) e
impact of 1% changs in foreign exchangs rates on |
- Profit and loss account |
+1% change 219 - 86 -
-1% change (219) - (86) =
- Other comprehensive income
+1% change - - - |
-1% change

4422 Equity position Risk

Equity position risk is the risk that the fair value of a financial instrument will fluctuate due 1o changes in the prices of individual stocks or the levels of equity indices. The bcnf:
had no equity positions in listed or traded scrips.

2018 2017
Banking Trading Banking Trading
book book book bopk
(Rupees In '000) Pmmmee

Impact of 5% change in equity prices on,
Cther comprehensive income
+5% change
-5% change

e
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44.2.4.2 Yield risk is the risk of decline in earnings due to adverse movement of the vield curve. Interest rate risk is the risk that the value of
financial instruments will fluctuate due to changes in the markst interest rates, The Bank is exposed to various risks assoclated with
the effects of fluctuation in the prevailing levels of market interest rates on its financial position and cash flows. The Bank manabes

443 Operational Risk

The Bank operates in & controlied manner and operational risk is generally managed effectively. With the evolution of ope]:tion psk
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 — Il, Committee of Sponsoring Organization of Treadway

Commission (COSO) publications, the SBP guidelines and standard industry practices. The operational risk management manual
addresses enterprise wide risk drivers inclusive of technology infrastructure, software hardware and I.T. security. |

The Bank's ORM framework includes Risk Control Self-Assessment (RCSA), Key Risk Indicators (KRls), Operational Hisr Events
Management, and Operational Risk Reporting. The ORM unit engages with Bank's business / support units and regularly col aborates
in determining and reviewing the risks, and assessment of residual risk leading to improved quality of control infrastructure ahci
strengthening of the processes (sub proc ) & 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 operational risk management infrastructure has been further strargthenPd
through the establishment of g 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. 122.67 million (2017: Rs. 119.57 million). |

|
444 Liquidity Risk I
Liquidity risk is the risk that the Bank will not be able to raise funds to mest its commitments.

Governance of Liquidity risk management
ALCO manages the liquidity 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 undertaken within limits and other parameters set by BoD. The Bank's treasury function has the primary
responsibility for assessing, menitoring 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 identi ication,
menitoring and analysis of intrinsic risks of treasury business. The Bank has in place duly approved Treasury investment pgl;cy and

strategy along with liquidity risk tolerance/appetite levels. These are communicated at various levels so as to ensure effective iquidit.k(
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. Kurther,

the Bank can also generate liquidity from Interbank market against government securities to fund its short term requirement, if anv',
The Bank as a policy invests significantly in highly liquid government securities that can be readily converted into cash ¢ meet
unforeseen liquidity requirements, besides yielding attractive returns. Furthermore, long term loans are generally kept at an gmount
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. rther,
Bank also prepares the maturity profile of assets and liabilities to moenitor the liquidity gaps over different time buckets. The Bank aisg
ensures that statutory cash and liquidity requirements are maintsined at all times.

Liquidity Stress Testing

As per SBP BSD Circular No. 1 of 2012, Liquidity stress testing is being conducted under well-defined stress scenarios. Reslilts of

same are escalated at the senior level so as to enable the senior management to take proactive actions to avoid liquidity crurich 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 & 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 under 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 self-reliance, in case of a liquidity crisis.

oA | |
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45,

46.

GENERAL - corresponding figures
Comparative information has been re-classified

slatements wherever necessary to facilitate comp:
prescribed by State Bank of Pakistan vide BPRD circular no. 2 of 2018.

DATE OF AUTHORISATION FOR ISSUE

- —— kN
These financial statements were authorised for issu i

SN

Chief Financial
Officer Chief £xecutive

by the Board of Directors of the Bank.

(\/&10\1\\

. re-arranged or additionally incorporated in these | financial
arison and better presentation in accordance with the new format

s payable of Rs. 3.01 million as of 31 December 2017 P:Ffve been

ified from
:xchange

Director




