Directors Review
Half-Yearly Standalone Financial Statements

On behalf of the Board of Directors, we are pleased to present the Directors’ Review together with
standalone interim financial statements of National Bank of Pakistan “the Bank” for the half-year ended
June 30™, 2020. The accompanying financial statements were subject to a limited scope review by the
statutory auditors of the Bank.

Economic Environment

Economic activity almost came to a standstill in the second quarter of the year due to the Covid-19
pandemic. The Covid-19 pandemic is a humanitarian crisis and countermeasures taken to contain the
virus and save lives adversely impacted the functioning of the economy across many sectors. Pakistan's
GDP contracted by 0.4% for the first time in history, with estimated loss of PKR 3 trillion and increased
unemployment by more than 12 Million people. LSM during July-May FY 2020 plunged to -10.3% and
headline inflation averaged at 10.7%.

The government has launched various fiscal support packages to mitigate the economic effects of the
pandemic such as an enhanced Ehsaas programme, support for exports, incentives for the construction
industry, a subsidy on fertilisers and the lowering of duties on the import of food items. The State Bank
of Pakistan announced a series of steps to ensure the smooth functioning of the financial system. In
addition to the substantial reduction in the policy rate from 13.25% in January 2020 to 7% in June 2020,
the SBP announced a comprehensive package for both individual and corporate borrowers. The SBP also
reduced the capital conservation buffer from its existing level of 2.50% to 1.50% that will facilitate the
banking industry in lending an additional amount of around PKR 800 billion which is about 10% of their
current outstanding loans.

The major improvement noted in the economic indicators was in the current account deficit which
reduced by 78% to S 3.0 billion in FY’20 (a 5-year low). Additionally, with inflation averaging below the
projected range, a policy shift was seen to a market-determined exchange rate and a build-up in foreign
exchange reserves. Workers’ remittances increased to $23.1 billion during FY2020 compared with $21.7
billion during FY2019. FDI also increased by 88 percent to $ 2.6 billion during FY2020 as compared to $
1.4 billion in FY2019.

The acceleration in the outflow of the foreign portfolio, uncertainty about the nature and timing of any
economic recovery and lower corporate earnings, continued to dampen sentiment and a bearish trend
continued in the equity markets till March 2020. However, the sharp interest rate cuts and relief
measures announced by the Government and the SBP resulted in a recovery although the PSX index
remained 15% below December 2019 levels at the end of June 2020.

During this period, the banking sector remained reasonably resilient with adequate liquidity, solvency
and profitability. As the economic slowdown reduced overall financing demand, banks opted for
investment in government paper. Banking sector advances thus rose marginally by 0.1% during the first
half of 2020, while deposits grew by 11% since December '19. The recent sharp cuts in the policy rate
bolstered net interest margins. Capital Adequacy Ratios remained above the minimum regulatory
requirements. However, asset quality emerged as a key concern as the slowdown undermined
borrowers’ payback capacity and some industry specific factors led to a rise in NPLs across the banking
system. This issue will need to be carefully watched as some of the SBP sanctioned relaxations in credit
parameters are gradually lifted over the next 12-18 months and the longer term impact of the Covid 19
pandemic become clearer.

NBP’s Response
NBP adapted its operations and business to the new challenges presented by the Covid outbreak. We

kept the safety and health of our people as our topmost priority. Given our systemically important role
in the nation-wide financial ecosystem, we continued to follow a multipronged strategy to strengthen
our resilience to shocks while continuing to support the communities we serve.



Our response to the situation included:

1. Uninterrupted Business

Our client service channels i.e. Branch operations, ATM operations and Contact Operations have
continued largely uninterrupted. Special arrangements to ensure compliance with health & safety
guidelines e.g. ‘Safety First’, ‘Social Distancing’ and ‘No Mask No Service’ have remained in place. We
consider our staff our assets and allowed up to hundred percent coverage of medical & related costs for
them along with bank intercession to ensure service at hospitals.

2. Internal Operations
With our IT operating model and automation, we looked to provide appropriate arrangements to ensure
continuity of internal operations while attending to our compliance and control environment.

3. Customers Relief & Remediation

We supported our client relationships by offering near-term relief and remediation packages in line with
customer requirements across all segments. We actively participated in the various schemes introduced
by the SBP to mitigate the impact of this pandemic for our customers.

4. Revenue Outlook and Asset Quality

We are revalidating our business assumptions with a focus on how the Covid-19 crisis may affect our
asset quality in the short, medium and long term, and what adjustments we should make to contain the
impact on the overall business model of the Bank. Going forward, we seek to substantially strengthen
our credit risk management function and have initiated policy and process changes to this effect. Our
significant legacy portfolio and existing concentrations in both the public and private sectors, along with
a historically dispersed credit approval framework in the branch network, will continue to warrant serious
attention. We continue to set aside high levels of provisions and as the effects of the pandemic and its
repercussions emerge we are committed to using our earnings to further bolster our balance sheet.

Review of the Bank’s Financial Performance

Financial Performance (PKR ‘Bn) Better/(Worse)

Total Revenue 66.78 53.77 13.01 24.2%
OPEX and Other Charges 29.54 27.89 (1.65) (5.9%)
Profit before-provision 37.24 25.88 11.36 43.9%
Provisions/Write-off (Net) 15.64 5.49 (10.15) (184.9%)
Profit before-tax 21.60 20.39 1.21 5.9%
Profit after-tax 15.19 11.1 4.09 36.8%
Total Assets 3,163.40 3,124.39 39.01 1.2%
Deposits 2,339.26 2,198.05 141.21 6.4%
Advances — Net 935.62 1,008.14 (72.52) (7.2%)
Investments 1,642.97 1,439.16 203.81 14.2%
Net Assets 259.03 232.61 26.42 11.4%

After-tax Profit for the half-year ended June 30", 2020 amounted to PKR 15.19 billon which is 36.8%
higher than the PKR 11.10 billion recorded for half year 2019. Total income amounted rotal ieome

to PKR 66.78 billion, being 24.2% higher than PKR 53.77 billion of H1, 2019. Sharp 8
downward repricing of domestic interest bearing liabilities due to steep policy rates = [
reductions, coupled with volumetric growth in earning assets, improved net interest

margins in domestic operations. Net interest income (NIl) closed at PKR 48.44 billion, "

and the non-mark-up / interest income (NFI) closed at PKR 18.34 billion, up by 36.2%

and 0.8%, respectively. )



The Bank’s profit before provisions and write-offs amounted to PKR 37.24 billion being 43.9% higher than
the PKR 25.88 billion earned during H1 ‘19. The Bank used this substantially higher level of earnings to
build additional provisions against its portfolio.

Mark-up/Interest Income

The Bank earned gross mark-up/ interest income amounting to PKR 145.26 billion &l
which is 48.7% higher than PKR 97.69 billion, YoY. This increase is attributed to growth
in earning assets that averaged at PKR 2,428.06 billion (Jun “19: PKR 1,931.54 billion), —

97.7

as well as higher yield on our earning assets. Investments, which are positioned
towards longer tenor instruments averaged at PKR 1,403.68 billion (Jun ‘19: PKR 927.86 waa
billion) and generated interest/mark-up income amounting to PKR 85.42 billion, being
92.2% higher than that of H1, 2019. Net advances averaged at PKR 971.08 billion being
6.6% higher than PKR 911.33 billion of Jun "19 and recorded 18.7% growth in mark-up Hre o H0
income that closed at PKR 57.56 billion. Bhd B mom
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During the period, the Bank incurred PKR 96.82 billion as cost of funds (H1 '19:PKR 62.13 billion); of which
PKR 61.50 billion were appropriated towards paid as profit to the depositors as deposits grew by PKR
141.21 billion during H1, 2020, to PKR 2.34 trillion. To benefit optimally from the arbitrage opportunities,
the Bank also generated funds through borrowings that averaged PKR 541.51 billion (Jun “19: PKR 254.32
billion) during the period and incurred borrowing cost of PKR 30.42 billion (Jun "19: PKR 12.32 billion).

Consequently, the Bank’s net mark-up/interest income closed at PKR 48.44 billion, being 36.2% higher
against PKR 35.56 billion earned during the corresponding period of 2019.

Non mark-up/interest income

Representing a quarter of the total income, NFI for this period amounted to PKR 18.34 NFI
billion, marginally higher (by PKR 137.21 million or 0.8%) than PKR 18.20 billion of H1,
2019. Positively, despite tough market conditions amidst the pandemic, the Bank has 183 182

maintained its NFI. Capital gains closed higher by PKR 3.33 billion, YoY, mainly due to e =
capital gains on fixed income being higher by PKR 2.43 billion and on equity investment =
being slightly higher by PKR 0.17 billion. Further, capital gains amounting to PKR 0.42 '
billion were realized on the sale of GOP Bonds in overseas branches. -

H1'19 H1'20
Given the lower trade business activity in both local and foreign economies, fees & HFee WDiv. HFX.
commission income for the period dropped by 11.3% to PKR 8.72 billion, and exchange e
income dropped by 23.3% YoY to PKR 2.70 billion. Due to generally lower dividend pay-outs during the
period under review, the Bank’s dividend income for the period closed at PKR 1.03 billion which is 40.3%
lower on YoY basis.

Loan Losses and Provisions

Given the challenging economic environment triggered by the Covid pandemic, the asset quality of the
Bank came under considerable pressure in recent months. As of June 30", 2020 NPLs totaled PKR 169.41
billion, being PKR 20.7 billion (including PKR 3.4 billion exchange adjustment) or 13.9% higher than PKR
148.75 billion at year-end 2019. An increase in the NPLs of PKR 12.75 billion was mainly observed in 2"
guarter as the impact of the lockdowns developed.

The Bank maintains specific and general provisions in accordance with the prudential regulations issued
by the SBP and additionally strengthened its balance sheet through significantly increasing provisions
which now cover 95.0% of NPLs. Total provision charge for H1 ‘20 amounted to PKR 15.64 billion which
is 184.9% higher, YoY. These include (i) a provision charge of PKR 14.32 billion (June "19: PKR 2.74 billion)
against loans and advances, (ii) a provision charge of PKR 0.70 billion (June "19: PKR 2.38 billion) against
diminution in the fair value of investments, and (iii) a provision charge of PKR 0.62 billion (June '19: PKR
0.36 billion) against other assets.



Expense Management

Operating expenses of the Bank for the six-months period under review amounted to PKR 29.25 billion,
being 5.2% higher against PKR 27.80 billion for the corresponding six-month period of 2019. Employee
compensation expenses that constitute 67.2% of the total operating expenses, amounted to PKR 19.65
billion being 6.8% higher than PKR 18.40 billion of the corresponding period last year. Property related
expenses during the period dropped marginally by 1.3% by closing at PKR 3.74 billion (Jun ’19: PKR 3.79
billion), whereas expenses incurred on IT dropped by 16.7% to PKR 0.92 billion due to no additional/new
charge in depreciation & amortisation. Other operating expenses amounted to PKR 4.95 billion being
9.8% higher as compared to that of June 2019. Cost-to-income ratio for the period closed at 44.2% as
against 51.9% for H1, 19. Expenses incurred during the period are well within the approved budgets as
well as in line with industry norms.

Taxation
Effective tax rate for the period under review is 30% as compared to 46% or the corresponding H1 period
of 2019. Key reason was the super tax for tax year 2018 imposed in 2019.

Profit After-Taxation

In spite of the prevailing challenging environment created by Covid- 19 pandemic, the Bank delivered an
impressive growth of 36.8% in after tax profit that closed at PKR 15.19 billon as against PKR. 11.10 billion
for H1'19.

Profit Appropriation:
Profit for the half-year ended June 30", 2020 after carry forward of accumulated profit of 2019 is
proposed to be appropriated as follows:

(PKR ‘Bn)
Profit before tax for the six-months ended June 30, 2020 21.60
Taxation:

- Current 12.31

- Prior Year -

- Deferred (5.90)

6.41

Profit after tax for the six-months ended June 30, 2020 15.19

Un-appropriated profit brought forward 88.79

Other comprehensive income - net of tax (0.66)

Transfer from surplus on revaluation of fixed assets 0.11

Profit available for appropriations 103.43
Appropriation:

Transfer to Statutory Reserve (1.52)

Un-appropriated profit carried forward 101.91

Financial Position

As of June 30™, 2020 total assets of the Bank amounted to PKR 3,163.40 billion which is 1.2% higher than
PKR 3,124.39 billion as at December 31, 2019. On the liability side, the Bank’s balance sheet is driven by
its wide market outreach and branch banking network where the focus remains on low-cost deposit
mobilization. The Bank’s share in industry total assets, investments, advances and deposits is around
13.3%, 15.0%, 11.6% and 13.4%, respectively.

Loans and Advances

As at June 30th, 2020, gross advances of the Bank amounted to PKR 1,096.53 billion; marginally lower by
4.8% than the PKR 1,151.32 billion level as at December 31, 2019. The small reduction is mainly due to
overall slower demand and some seasonal impact in commodity, commercial and agriculture sectors,
which is expected to reverse in the following quarters. The loan portfolio of the Bank is fairly diversified,
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with ~50% in the commercial and retail sectors where the growth focus remains. Domestic advances
constitute 93.2% of the Bank’s total loan portfolio and amounted to Rs. 1,021.86 billion (Dec ‘19: PKR
1,054.9 billion), whereas overseas loans amounted to PKR 74.67 billion (Dec "19: PKR 96.43 billion).

Reflecting the industry-wide trend of deteriorating asset quality, the Bank too experienced an increase
in NPLs to PKR 169.41 billion as against PKR 156.66 billion at March 31, 2020 and PKR 148.75 billion at
year end 2019. The Bank’s objective is to maintain a robust level of provisioning against its NPLs and
accordingly these have been adjusted upwards to PKR 160.91 billion (Dec "19:PKR 143.18 billion),
translating into 95.0% coverage ratio.

Investments

Pursuant to an effective risk and capital management strategy, the Bank’s
investment portfolio is diversified across zero risk weighted treasury instruments
and bonds, high dividend yielding equities and other interest bearing financial
instruments. The Bank maintains an efficient investment portfolio with good
yields and manages tenor and risk within acceptable parameters.

Investments

EHFT  WAFS  EHTM Others

As of June 30", 2020, investments at cost amounted to PKR 1,604.68 billion as

against PKR 1,417.65 billion as of December 31, 2019. This depicts an increase of PKR 187.03 billion or
13.2% mainly in available-for-sale ‘AFS’ securities that increased by PKR 203.65 billion or 19.6%. Net
investments that amounted to PKR 1,642.97 billon, constitute 51.9% of the Bank’s total assets (Dec '19:
46.1%) and approx. 16.0% of the total banking industry investments. The Bank’s AFS portfolio also
includes a diversified range of investment in ordinary shares of listed companies amounting to PKR 32.97
billion (just over 1% of the Bank’s total assets). Outside Pakistan, the Bank holds a 3.7% stake in Bank Al-
Jazira, Saudi Arabia and a 45% stake in a JV, United National Bank, London.

During the period under review, investments averaged at PKR 1,403.68 billion being significantly higher
than PKR 927.85 billion during the corresponding period last year. Yield on investments and placements
during the period under review stand improved to 12.06% as compared to 9.08% for the corresponding
period last year.

Deposits & Liquidity

As of June 30™, 2020, deposits of the Bank amounted to PKR 2,339.26 billion, Deposits
depicting an increase of PKR 141.21 billion or 6.4% as against PKR 2,198.05 billion

as of December 31, 2019. Deposits constitute 80.5% of the Bank’s total liabilities

and translate into a 13.8% share in total banking industry deposits. Customer

deposits are a key source of the Bank’s funding pool (85.5% of the total deposits)

and remained stable during the period. These amounted to PKR 2,000.82 billion

(2019: PKR 1,797.25 billion) as of June 30, 2020. During the period under =curent #Saung ® Term
review, deposits averaged at PKR 1,937.89 billion as against PKR 1,693.15 billion during the corresponding
period last year.

During the period, the Bank maintained optimum levels of funding & liquidity through a diversified (by
type and maturity) funding pool. At June 30", 2020, customer deposits and equity capital together
funded ~70% of the Bank’s total assets. CASA deposits (including NIDA) have shown improvement from
81.8% in December 2019 to 83.1% as of June 30", 2020.

At 167%, the Bank’s LCR was well above the minimum requirement of 100%. As the available stable
funding as at Jun 20 closed at PKR 2,218.84 billion (Dec ‘19 : PKR 2,040.91 billion) against total required
stable funding of PKR 985.29 billion, the Net Stable Funding Ratio stood at 225%, comfortably above the
statutory minimum of 100%.



Capital Strength and Adequacy

In order to ensure continuity of the Bank’s business, the Bank aims for efficient
capital allocation through conservative portfolio growth, quality lending to low-
risk customers / sectors, enhanced credit monitoring and de-risking from higher
capital allocation avenues.

Net Assets

NBP has been designated as “Category-C” Domestic Systemically Important Bank
(D-SIB) by the State Bank of Pakistan. This designation required the Bank to hold
2.0% Higher Loss Absorbency (HLA) surcharge, over and above its minimum
capital adequacy ratio (CAR) requirement in 2020. As a measure to alleviate the
effects of Covid-19 and support the banking sector in extending credit facilities
to its customers, SBP reduced the capital conservation buffer from 2.5% to 1.5%, H1'10 H1'20
for the time being. This has resulted in minimum CAR requirement for the Bank

being 13.5% (including the HLA Surcharge of 2%) as at June 30th, 2020.

As of June 30th, 2020 Common Equity Tier 1 (CET-1) ratio stood at 14.16% (Dec ‘19: 12.11%), and the
total Capital Adequacy Ratio stood at 18.60 % (Dec '19: 15.48%). Contributors for the growth include
both profits during the period, as well as relaxation in the capital conservation buffer.

Controls and Compliance

The Bank remains compliant with all the applicable laws, rules, regulations, and codes and seeks to
emphasize the need to improve its compliance & control capacity. The inculcation of performance
management systems and attention to ensuring accountability are being given priority by the Board. The
Board recognises that the legacy of a largely manual operation across a wide branch network exposes
the institution and an upgrading of technological capability as well as the induction of talent to embed
and drive such changes is essential. A Balanced Scorecard system inclusive of audit quality has been
implemented, bell curve based evaluations have been reintroduced and an improved accountability
process has been put in place. The results of these efforts are expected to bear fruit over the coming 12-
18 months. The International Franchise of the Bank is being streamlined to both integrate strategy as
well as facilitate an enhanced level of compliance. Seven overseas franchises are already in the process
of being exited and the Bank’s position on another seven will be decided upon by the end of the year. In
2016 the Bank and its New York branch entered into a written agreement with the Federal Reserve Bank
of New York and New York State Department of Financial Services (US regulators). This agreement, inter-
alia, requires the Bank to address certain compliance and risk management matters relating to anti-
money laundering and the US bank secrecy law requirements. This agreement also requires
implementation of the requisite systems and controls and allocation of adequate resources to ensure full
compliance with such requirements. In this connection, the Bank made significant personnel changes in
its NY operations to strengthen the team to address identified regulatory weaknesses. In the UK, the Bank
is reengaging with an active role in the oversight of its joint venture subsidiary, United National Bank Ltd
and will seek to serve the diaspora as well as the growing trade and investment flows between the UK
and Pakistan post Brexit.

Contingency Regarding Pension Case

The hearing of the pension case was fixed on March 12, 2020, however the same was adjourned as the
counsel for both parties submitted to the Supreme Court of Pakistan that it would be more appropriate
if the hearing, of the present case, can be arranged at Karachi. The request of the counsel was approved
and accordingly, the hearing was fixed for last week of March in Karachi. However, in March 2020, Covid-
19 was declared as pandemic and affected all activities throughout the country. Therefore, the hearing
was further adjourned with a new date of hearing yet to be decided.

Credit Rating
NBP is rated as ‘AAA’ by the two recognised credit rating agencies in Pakistan. In June 2020, M/s JCR VIS

Credit Rating Company re-affirmed the Bank’s standalone credit rating as “AAA” (Triple AAA), the highest
credit rating awarded by the company for a bank in Pakistan. Similarly, M/s PACRA Credit Rating has also
re-affirmed the Bank’s long-term entity rating as 'AAA" and short-term credit rating as 'A1+' (A-one Plus).



Moody’s Investors Service, in their report of August ‘2020, upgraded Outlook of the Bank to ‘Stable” with
a ‘B3’ long-term rating.

QOutlook

In Pakistan, the daily numbers of new Coronavirus cases are on a declining trend since the last week of
June, 2020. However, the risk still prevails. Failure to get the Covid-19 pandemic under control may
worsen economic sentiment in Pakistan’s main trading areas and hence endanger the revival of export
revenues. Banks may also come under stress due to higher NPLs if growth slows down. The government
is committed to keeping a primary balance in line with sustainable budget deficits and stable debt
dynamics. Regarding, the external sector, the current account deficit is projected to remain within the
limits of the external financing constraints, preserving levels of foreign exchange reserves at reasonable
proportion of the level of imports.

At NBP, we are fully cognizant of our responsibility to manage down the impact of Covid-19 for customers
and the wider economy during these difficult times by extending appropriate financing facilities and
creating liquidity. Our strategy of supporting the development of underserved sectors has been timely
and now needs to be accelerated in these difficult times. We will enhance our focus on achieving greater
financial inclusion through supporting the retail and consumer segments e.g. housing, agriculture, small
and medium enterprises and daily wage earners. Entities operating in these sectors are under
considerable pressure as their businesses and employment are directly affected by the lockdowns. Our
aim is to help these sectors survive and grow while simultaneously establishing NBP as a leading bank in
these critical segments.
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Independent auditors’ review report to the members of
National Bank of Pakistan

Report on review of unconsolidated condensed interim financial statements
Introduction

We have reviewed the accompanying unconsolidated condensed interim statement of financial pasition of National
Bank of Pakistan (the Bank) as at June 30, 2020 and the related unconsolidated condensed interim profit and loss
account, unconsolidated condensed interim statement of comprehensive income, unconsolidated condensed Interim
cash flow statement, unconsolidated condensed interim statement of changes in equity and notes to the
unconsolidated condensed interim financial statements for the half year then ended (here-in-after referred to as
the “unconsolidated condensed interim financial statements”). Management is responsible for the preparation and
presentation of this unconsolidated condensed interim financial statements in accordance with accounting and
reporting standards as applicable in Pakistan for the Interim finzncial reporting. Our responsibility is to express a
conclusion on these unconsolidated condensed interim financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, "Review of
Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of interim financial
statements consists of making inquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review Is substantially less in scape than an audit conducted in
accordance with International Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
unconsolidated condensed interim financial statements are not prepared, In all material respects, in accordance
with accounting and reporting standards as applicable in Pakistan for interim financial reporting.

Emphasis of Matter

We draw attention to note 22.3.4.1 to the unconsclidated condensed interim financlal statements which explains
the contingency in relation to the pension obligations of the Bank. Based on the opinion of the legal counsel, the
Bank Is confident about the favorable outcome of this matter and hence, no provision against any additional
pension obligation is made in the unconsolidated condensed interim financial statements. Our conclusion is not
qualified in respect of this matter.

Other Matter

The figures for the quarters ended June 30, 2020 and June 30, 2019 in the unconsolidated condensed interim profit
and loss account and unconsolidated condensed interim statement of comprehensive income and figures for half
year ended December 31, 2019 in unconsolidated condensed Interim statement of changes in equity have not been
subject to the review and therefore, we do not express a conclusion thereon.

Bt N by Daty I > Nty (e

Deloitte Yousuf Adil Grant Thornton Anjum Rahman
Chartered Accountants Chartered Accountants
Engagement Parther: Engagement Partner:

Nadeem Yousuf Adil Khalig-ur-Rahman

Date: September 02, 2020
Place: Karachi

Member of Member of
Deloitte Touche Tohmatsu Limited Grant Thornton International Limited
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NATIONAL BANK OF PAKISTAN

UNCONSOLIDATED COMDENSED INTERIM STATEMENT OF FINANCIAL POSITION

A3 AT JUNE 39, 2020

{Un-audited) (Audited)
June 30, December 31,
2020 2019
o= el AL ¢ [2L= L |3 111 [ JE——

ASSETS
Cash and balances with treasury banks 6 286,433,752 292 513,379
Balances with other banks 7 32,351,978 13,220,807
Lendings to financial institutions 8 438,534,859 144,140,344
Investments 9 1,642,966,608 1,439,160,062
Advances 10 935,617,903 1,008,138,084
Fixed assets 11 54,426,450 54,303,565
Intangible assefs 12 371,316 374,950
Right of use assets 13 7,115,285 7,221,266
Other assets 14 155,530,716 165,315,413

3,163,403,367 3,124,388,870
LIABILITIES
Bills payable 15 27,406,814 19,867,424
Borrowings 16 348,753,404 471,757,352
Deposits and other accounts 17 2,339,262,855 2,198,049,281
Lease liability against right of use assets 18 7,897,345 7,640,188
Deferred tax liabilities 19 10,779,317 10,915,802
Other liabilities 20 170,272,993 183,544,880

2,904,372,728 2,891,775,037
NET ASSETS 259,031,139 232,613,833
REPRESENTED BY
Share capital 21,275,131 21,275,131
Reserves 53,833,890 52,308,742
Surplus on revaluation of assets 21 82,008,711 70,244 060
Unappropriated profit 101,913,407 88,785,900

259,031,139 232613,833

CONTINGENCIES AND COMMITMENTS 22

The annexed notes 1 to 40 form an integral part of these unconsolidated condensed interim financial statements.
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NATIONAL BANK OF PAKISTAN
UNCONSOLIDATED COMDENSED INTERIM PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2020

Quarter ended Half year ended
June 30,2020 June 30,2019  June 30,2020 June 30, 2019
Note Rupees in ‘000
Marlk-up / return / interest earned 23 72,721.670 51,897,045 145,258,638 97,689,973
Mark-up / return / interest expensed 24 40,852 587 31,796,622 96,815,107 62,126,456
Net mark-up / return / interest income 31,869,083 20,100,423 48,443,529 35,563,517
MOM MARK-UP / INTEREST INCOME
Fee and commission income 25 4,216,904 5,811,149 8,723,923 9,835,861
Dividend income 648,267 710,761 4,032,328 1,728,716
Foreign exchange income 1,858.625 1,660,707 2,698,864 3,517,884
Gain on securities - net 26 1,973,847 257,713 3,335,162 342,032
Other income 27 1,247.403 1,496,643 2,550,548 2779125
Total non-mark-up / interest income 10,045,046 9,936,978 18,340,925 18,203,718
Total income 41,914,129 30,037,401 66,734,454 53,767,235
NON MARK-UP / INTEREST EXPENSES
Operating expenses 28 15,719,109 15,060,270 29,250,357 27,800,889
Workers welfare fund - - - -
Other charges 29 14,578 84,375 293,238 91,171
Total non-markup / interest expenses 15,733,687 15,144,645 29,543,595 27,892,060
Profit before provisions 26,180,442 14,892,756 37,240,859 25,875,175
Provisions and write offs - net 30 11,580,825 3,235,089 15,638,432 5,490,000
PROFIT BEFORE TAXATION 14,599,617 11,657,667 21,602,427 20,385,175
Taxation 3 3,528,189 4,740,136 6,412,053 9,284,161
PROFIT AFTER TAXATION 11,071,428 6,917,531 15,190,369 11,101,014
Rupees

Earnings per share - basic and diluted 32 5.20 3.25 7.14 5.22

The annexed notes 1 to 40 form an integral part of these unconsolidated condensed interim financial statements.
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NATIONAL BAMIK OF PAKISTAN

UNCONSOLIDATED CONDEMSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)

FOR THE HALF YEAR ENDED JUNE 30, 2020

Profit after taxation for the period
Other comprehensive income

ltems that may be reclassified to profit and loss account in
subsequent perfods:

Exchange gain on translation of net assets of foreign branches
Movernent in surplus / (deficit) on revaluation of investments - nat of fax

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

Remeasurement (loss) / gain on defined benefit
obligations - net of tax

Movement in surplus on revaluation of fixed assets -
net of tax

Movement in surpius en revaluation of non-banking
assets - net of tax

Total comprehensive income

Quarter ended

Haif year ended

June 20, 2020

June 30, 2019

June 340, 2020
Rupees in ‘000

June 30, 2019

The annexed notes 1 to 40 form an integral part of these unconsclidated condensed interim financial statements.
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Chairman President / CEO

14,071,428 6,917,531 15,190,369 11,101,014
{426,528} 742,624 6,111 1,524,070
11,326,723 (5,580,5251) 14,303,388 (3,397,914)
10,900,195 (4,837,927 11,309,499 (1,873,844)
(524,237) 104,208 (657,612) (171,682)
575,049 - 575,049 -

1 - 1 -
50,813 104,208 {82,562} (171,682)
22,022,436 2,183,812 28,417,306 9,055,488
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NATIONAL BANK OF PAKISTAN

UNCONSOLIDATED CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)

FOR THE HALF YEAR ENDED JUNE 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation
l.ess dividend income

Adjustments:

Depreciation on fixed assets

Depreciation on right of use asseis

Amortization

Provision and write-offs - net

Gain on sale of fixed assels

Financial charges on leased assets

Financial charges on right-of-use-assets

Unrealized loss on revaluation of investments classified as held-for-frading
Charge for defined benefit plans - net

(Increase) f decrease in operating assets

Lendings to financial institutions
Held-for-tfrading securities

Advances

Other assets (excluding advance taxation)

Increase / (decrease} in operating liabilities

Bills payable

Borrowings from financfal institutions
Deposits

Other liabilities (excluding current taxation)

Financial charges paid
Income tax paid
Benefits paid

Net cash flows generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Net Investments in available-for-sale securities

Net investments in held-to-maturity securities

Dividends received

Investments in fixed assefs

Proceeds from sale of fixed assets

Effect of translation of net investment in foreign branches

Net cash flows (used in} / generated from investing activities
Sya e
—

June 30, June 30,
2020 2019
Mote +----r-—eemee RUpees in ‘000 —mmmemmemun
21,602,427 20,385,175
(1,032,328} {1,728,718)
20,570,099 18,656,459
1,212,664 1,213,391
928,857 942,493
94,723 180,163
30 15,638,432 5,490,000
(24,513} {11,973)
14,536 12,383
378,679 350,903
(71,410) 12,605
3,705,440 3,598,694
21,877,508 11,768,659
42,447,607 30,445,118
93,205,485 63,885,678
4,938,337 74,271,379
54,759,903 (34,213,698}
(2,180,996} (84,760,917}
155,720,729 19,182,439
7.539,390 6,267,213
(102,913,720) (144,873,086)
141,213,574 82,010,752
{13,402,219) 86,397,424
32,437,025 29,802,303
{393,215) (363,286)
- (6,423,0786)
{1,840,121) {1,527,229)
228,372,025 71,116,269
{203,654,179) 27,539,828
11,758,043 (15,901,333)
585,282 1,728,716
(756,960) (7,955,112)
42,707 4,465
6,111 1,524,070
{152,008,996) 6,940,634
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June 30, June 30,
2020 2019

Mot eeremmmnnnn Rupees in ‘000 ~remreemenen
CASH FLOWS FROM FINANCING ACTIVITIES
Payments of lease obligations (565,819) (612,422}
Dividend paid {438) (1,482)
Met cash flow used in financing activities (566,257} (613,904)
Increase in cash and cash equivalenis 35,796,772 77,442,999
Cash and cash equivalents at beginning of the period 263,754,250 227,752,888
Cash and cash equivalents at end of the period 33 299,551,022 305,195,887

The annexed notes 1 to 40 form an integral part of these unconsolidated condensed interim financial statements.
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NATIONAL BANK OF PAKISTAN
NOTES TO THE UNCONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED}

FOR THE HALF YEAR ENDED JUNE 30, 2020

2135

STATUS AND NATURE OF BUSINESS

National Bank of Pakistan (the Bank) was incorporated in Pakistan under the National Bank of Pakistan Ordinance, 1949
and is listed on Pakistan Stock Exchange (PSX). The registered and head office of the Bank is situated at LL Chundrigar
Road, Karachi. The Bank is engaged in providing commercial banking and related services in Pakistan and overseas. The
Bank also handles treasury transactions for the Government of Pakistan (GoP) as an agent to the State Bank of Pakistan
(SBP). The Bank operates 1,507 (December 31, 2019: 1,509) branches in Pakistan and 21 (December 31, 2019: 21)
overseas branches (including the Export Processing Zone branch, Karachi).

BASIS OF PRESENTATION

STATEMENT OF COMPLIANCE

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

- International Accounting Standard {IAS) 34, Interim Financial Reporting, issued by the International Accounting
Standards Board (IASB) as notified under the Companies Act, 2017;

- Islamic Financial Accounting Standards {IFAS) issued by the Institute of Chartered Accountants of Pakistan as are
notified under the Companies Act, 2017;

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

- Directives issued by the State Bank of Pakistan (SBP) and the Securities and Exchange Commission of Pakistan
(SECP).

Wherever 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 IERS or IFAS, the requirements of the Banking Companies
Ordinance, 1962, the Companies Act, 2017 and the said directives shall prevail.

The SBP vide BSD Circular letter No.10, dated August 26, 2002 has deferred the applicability of International Accounting
Standard 39, Financial Instruments (IAS 39): Recognition and Measurement and International Accounting Standard 40,
Investment Property for banking companies till further instructions. Moreover, SBP vide BPRD circular No.4, dated February
25, 2015 has deferred the applicability of Islamic Financial Accounting Standards IFAS 3, Profit and Loss Sharing on
Deposits. Further, according to the notification of the SECP issued vide SRO 211()) /2008 dated April 28, 2008, International
Financial Reporting Standard IFRS 7, Financial Instruments: Disclosures has not been made applicable for banks.
Accordingly, the requirements of these standards have not been considered in the preparation of these uncensolidated
condensed interim financial statements. However, investments have been classified and valued in accordance with the
requirements of various circulars issued by the SBP.

The SECP vide SRO 56 (1) / 2016 dated January 28, 2016, has notified that the requirements of IFRS 10 (Consolidated
Financial Statements) and section 228 of the Companies Act, 2017 will not be applicable with respect to the investment in
mutual funds established under Trust structure.

The disclosures made in these unconsolidated condensed interim financial statements have been limited based on the
format prescribed by the SBP vide BPRD Circular No. 5, dated March 22, 2019 and International Accounting Standard I1AS
34, 'Interim Financial Reporting' and do not include all the information required in the annual financial statements.
Accardingly, these interim condensed unconsolidated financial statements should be read in conjunction with the annual
financial statements of the Bank for the year ended December 21, 2019.

These unconsolidated condensed interim financial statements are separate financial statements of the Bank in which the
investments in subsidiaries, associates and joint ventures are stated at cost and have not been accounted for on the basis

of reported results and net assets of the investees.
Amendments to approved accounting standards that are not effective in the current period

The following new standards and interpretations of and amendments to existing accounting standards will be effective from
the dates mentioned below against the respective standard, interpretation or amendment:
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Effective date (annual periods

Standard, Interpretation or Amendment . .
beginning on or after)

- IFRS 9 - Financial Instruments: Classification and Measurement January 1, 2021

- Amendments to IAS 1 Presentation of Financial Statements regarding the January 1. 2022
definition of material. anuary 1,

. Amendments to IFRS 3 'Buiness Combination ' - Reference to the conceptual January 1, 2022

- Amendments to IAS 16 'Property, Plant and Equipment’ - Proceeds before intended January 1, 2022

- Amendments to IAS 37 ‘Provisions, Contingent Liabilities and Contingent Assets’ -

A January 1, 2022

Onerous Contracts — cost of fulfilling a contract

- Amendents to IFRS 10 Consolidated Financial Statements and 1AS 28 Investments Effective date deferred
in Associates and Joint Ventures (2011) relating to the treatement of the sale or indefinitely.
contribution of assets from and investors to its associates o joint venture, Adoption is still permitted.

Certain annual improvements have also been made to a number of IFRSs.

Other than the aforesaid standards, interpretations and amendments, the Internationat Accounting Standards Board (IASB)
has also issued the following standards which have not been adopted locally by the Securities and Exchange Commission
of Pakistan:

- |FRS 1 — First Time Adoption of International Financial Reporting Standards
- [FRS 17 — Insurance Contracts

IFRS 9 has been applicable in several overseas jurisdictions from January 1, 2018 and is progressively being adopted in
others. The requirements of this standard are incorporated in the Bank's financial statements for the jurisdictions where
IFRS O has been adopted. As per the SBP's BPRD Circular Letter no. 4 dated October 23, 2019, the applicability of IFRS
to banks in Pakistan has been deferred to accounting periods beginning on or after January 1, 2021. The impact of the
application of IFRS 9 in Pakistan on the Bank's financial statements is being assessed.

Standards, interpretations of and amendments to approved accounting standards that are effective

The following new standards and interpretations of and amendirents to existing accounting standards will be effective from

the
dates mentioned below against the respective standard, interpretation or amendment:

Effective date (annual periods

Standard, Interpretation or Amendment .
beginning on or after)

- Amendments to the conceptual framework for financial reporting, including January 1, 2020
amendments to references to the conceptual framework in IFRS v

- IFRS 3 - Business Combinations (Amendments) January 1, 2020

- IAS 1 - Presentation of Financial Statements (Amendments) January 1, 2020

- 1AS 8 - Accounting Policies, Changes in Accounting Estimzates and Errors January 1. 2020
{Amendments) v

- Amendment to IFRS 16 'Leases' - Covid-19 related rent January 1, 2020

In addition, there are certain new and amended standards and interpretations that are mandatory for the Bank's accounting
periods beginning on or after January 1, 2020 but are considered not to be refevant or do not have any significant effect on
the Bank's operations and are therefore not detailed in these unconsolidated condensed interim financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies updated for presentation of these unconsolidated condensed interim financial statements are same
as those followed in presentation of the unconsolidated financial statements of the Bank for the year ended December 31,

2019.
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5.1

5.2

5.3

5.4

5.5

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The basis for accounting estimates adopted in the preparation of this unconsolidated condensed interim financial statement
is the same as that applied in the preparation of the unconsolidated financial statements for the year ended December 31,

2019.
FINANCIAL RISK MANAGEMENT

In order to be more responsive to the changing environment, the Bank reviews / revises its plans / procedures to help
remain robust in line with emerging risks.

The COVID - 19 pandemic has taken a toll on ail economies and emerged as a contagion risk around the globe, including
Pakistan. State Bank of Pakistan (SBP) has also responded to the crisis by cutting the Policy Rate by 625 basis points to
7.00% during the period from March 2020 to June 2020. Other regulatory measures to provide an impetus to economic

activity include;

- Reduction in the capital conservation buffer by 100 basis points to 1.5%;

- Increasing the regulatory limit on extension of credit to SMEs to Rs 180 million;
- Relaxing the debt burden ratio for consumer loans from 50% to 60%,;

- Allowing banks to defer borrowers' principal loan paymenks by one year; and

- Relaxing regulatory criteria for restructured / rescheduled loans for borrowers who require relief of principal
repayment exceeding one year and / or mark-up.

In line with regulatory measures Bank has aligned its poilicies / procedures and issued instructions. Following is the brief of
meausures taken by Bank.

Credit Risk Management

The coronavirus (COVID-19) outbreak is causing widespread ccncern and economic hardship for consumers, businesses
and communities across the globe. It is expected that credit off-take to remain restricted in the coming months as supply
chains adjust to the economic impacts. The Risk Management function of the Bank is regularly conducting
assessments of the credit portfolio to identify borrowers and sectors most likely to get affected due to changes in the
business and economic environment locally as well as globally. The Bank is continuously reviewing the portfolio, to identify
accounts and industries susceptible to higher risk, resulting from the COVID-19 outbreak.

Liquidity Risk Management

The Asset and Liability Committee (ALCO) of the Bank is continuously monitoring the liquidity position and Daily Liquidity
Monitoring report is also being prepared to notice the changes in liquidity profile of the Bank. Liquidity buffer currently
maintained is sufficient to cater to any adverse movement. Moreover the recent fall in interest rate has resulted in
substantial MTM gain in Governmnet Securities portfolio, which can be realized In case of any adverse liquidity situation.

Operational Risk Management

The Bank is closely monitoring the situation and has undertaken required actions to ensure the safety and security of Bank
staff and maintainance of service to its customers. The Senior Management of the Bank including the Covid Crises
Management Team closely monitors the situation, and is taking fimely decisions to resolve any concemns.

The Bank has a duly tested Business Continuity Pian (BCP) in place. The Bank has communicated with its customers on
how they can connect with the Bank through its digital and online channels. The Bank continues to take measures to
ensure that service levels are maintained, customer complaints are resolved and turnaround times are monitored, in order

for the Bank to meet the expectations of its stakeholders.

The Bank's operations have been stayed highly resilient, almost more than 95% branches remains open to facilitate its
customers. Further, the Bank has deployed all necessary measures for the heaith and safety of its employees to prevent

them from this pandemic situation.

Information Security Risk Management

The COVID-19 pandemic poses heightened cybersecurity risks. The Bank has taken appropriate actions to monitor and
respond to these evolving cybersecurity risks and adopted a heightened state of cybersecurity as transitioned employees to
remote working option, where required. The associated risks and implications posed by the pandemic have been assessed
to protect the Bank's critical information assets from the increasing cyber threats and to ensure compliance with the

regulatory controls.

Capital Adequacy Ratio (CAR)

The Bank has shown improvement in capital adequacy ratio from 15.48% to 18.60%. The main reasons include; relaxation
Capital Conversion Buffer (CCB) requirements, and profit for the haif year ended.
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6.1

6.2

6.3

(Un-audited) {Audited)

June 30, December 31,
2020 2019
Note ---e---- Rupees in '000 ----cemeeeen
CASH AND BALANCES WITH TREASURY BANKS
In hand
Local currency 50,842,052 48,571,667
Foreign currency 6,736,596 4,565,061
57,578,648 53,136,628
With State Bank of Pakistan in
Local currency current accounts 6.1 152,182,418 168,326,804
Foreign currency current accounts 6.2 10,944,234 9,116,381
Foreign currency deposit accounts 6.2 22,523,063 27,850,977
Foreign currency collection accounts 1,475,374 1,473,861
187,125,089 206,768,023
With other central banks in
Foreign currency current accounts 6.3 37,360,958 25,994 672
Foreign currency deposit accounts 6.3 4,255,669 4,865,977
41,616,627 30,860,649
Prize bonds 168,388 1,748,079
286,488,752 292,513,379

This includes statutory liquidity reserves maintained with the SBP under Section 22 of the Banking Companies Ordinance,

1962.

These represent mandatory reserves maintained in respect of foreign currency deposits under FE-25 scheme, as

prescribed by the SBP.

These balances pertain to the foreign branches and are held with central banks of respective countries. These include
balances to meet the statutory and regulatory requirements in respect of liquidity and capital requirements of respective
countries. The deposit accounts carry interest at the rate of 0.00% to 2.96% per annum {December 31, 2019: 0.00% fo

2.17% per annumj.

BALANCES WITH OTHER BANKS

In Pakistan
In current account
In deposit accounts

Outside Pakistan
In current accounts
in deposit accounts

Note

7.4

7.2

{Un-audited)

June 30,
2020

3,006,299

(Audited)

December 31,

2019

wmnnnmnne- RUpees in "000 -—-oneen-

5,841

17,440,331 6,476,086
11,905,348 6,738,880
29,345,679 13,214,966
32,351,978 13,220,807
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7.1

7.2

8.1

8.2

8.3

8.4

8.5

8.6

These include various deposits with banks and carry interest at rates ranging from 2.00% to 8.00% per annum (December

31, 2019: 2.50% to 11.25% per annum).

These include various deposits with correspondent banks outside Pakistan and carry interest af rates ranging from 0.00%

to 2.96% per annum (December 31, 2019: 0.00% to 2.17% per annum).

Note
LENDINGS TO FINANCIAL INSTITUTIONS
Call / clean money lendings 8.1
Repurchase agreement lendings (reverse repo) 8.2
Bai Muajjal receivables with State Bank of Pakistan 8.3
Letters of placement 8.4
8.5
Less: provision held against lendings to financial institutions 8.6

Lendings to financial institutions - net of provision

{Un-audited)

June 30,
2020

(Audited)

December 31,

2019

Rupees in '000 ---—-mmmeet

3,140,800 540,800
36,033,725 132,180,048
9,360,334 11,419,496
176,150 176,150
48,711,000 144,316,494
(176,150} (178,150)
48,534,859 144,140,344

This includes zero rate lending to a financial institution amounting to Rs. 40.8 million (December 31, 2019: Rs. 40.8 million)

which is guaranteed by the SBP.

These carry mark-up at rates ranging from 7.10 % to 8.25 % per annum {December 31, 2019: 13.00% to 13.58% per

annum) with maturities ranging from July 02, 2020 to July 20, 2020.

This represents Bai Muajjal agreements entered into with SBP and carries mark-up rate 13.00% per annum (December 31,

2019: 12.78% per annum).

These are overdue placements and full provision has been made against these placements as at June 30, 2020.

Particulars of lending

In local currency
in foreign currencies

Movement in provision held against lendings is as follows:

Opening balance
Charge for the pericd

Closing balance

(Un-audited)

June 30,
2020

{Audited)

December 31,

2019

Rupees in '000 --e--—-mm

48,711,009 144,316,494
48,711,009 144,316,494
176,150 176,150
176,150 176,150
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10.3

10.4

10.4.1

Advances includes Rs. 169,410 million {2019: Rs.148,752 million) which have been placed under non-performing status as
detailed below:

June 30, 2020 (Un-audited) December 31, 2019 (Audited)

. Non
Category of Classification Non r::;f:;mmg Provision performing Provision
loans
Rupees in '000
Domestic
Other assets especially mentioned 9,350,692 241,144 1,290,081 78,430
Substandard 9,435,013 2,273,774 10,292,449 2,650,709
Doubitful 8,402,258 4,188,691 6,439,788 3,207,031
Loss 97,711,778 96,280,879 89,680,047 88,623,275
124,899,741 102,984,488 107,702,365 94,359,445
Overseas

Not past due but impaired - . - -
Overduge by:

Upto 90 days - - - -
91 0 180 days - - - -

181 to 365 days - . . -
> 365 days 44,510,040 43,165,636 41,049,352 39,810,571

44,510,040 43,165,636 41,049,352 39,810,571
Total 169,409,781 146,150,124 148,751,717 134,170,016

Particulars of provision against advances

June 30, 2020 {Un-audited} December 31, 2019 (Audited)
Specific General Total Specific General Total
Note Rupees in '000
Opening balance 134,170,018 9,005,950 143,175,968 126,266,039 7,207,104 133,473,143
Exchange adjustments 3,399,290 39,099 3,438,389 3,803,802 28,732 3,832,634
Charge for the period / year 10,129,780 | 6,040,825 16,170,605 | 11,335,930 2,018,117 13,354,047
Reversals {1,522,370) (325,346) {1,847,718)]  (4,681,591) {248,003) {4,929,584)
8,607,410 5,715,479 14,322,889 6,654,339 1,770,114 8,424,453

Amounts written off (26,594) - (26,594) (33,004) - (33,004}
Amounts charged off -

agriculture financing - - - (232,480) - (232,480)
Amount charged off

international branches 10.4.4 - - - (1,776,734) - (1,776,734)
Other movement - - - (511,948) - (511,948)
Closing balance 146,150,124 14,760,528 160,910,652 134,170,016 9,005,950 143,175,866

Particulars of provision against advances

June 30, 2020 {Un-audited) December 31, 2019 {Audited)
Specific General Total Specific Generat Total

Rupees in '000

In local currency 102,984,488 14,487,647 117,472,135 94,350,445 8,550,135 102,809,580
In foreign currencies 43,165,636 272,881 43,438,517 39,810,571 455,815 40,266,386

146,150,124 14,760,528 160,910,652 134,170,016 9,005,950 143,175,866
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10.4.2

10.4.3

10.4.4

10.4.5

1.

11.1

The Bank maintains general reserve in accordance with the applicable requirements of the Prudential Regulations for

Consumer Financing and Prudential Regulations for Small and Medium Enterprise Financing issued by the SBP.

The Bank has also maintained general provision of Rs. 4,126 million {2019: Rs. 2,500 million) in respect of its corporate
portfolio on prudent basis. This general provision is in addition to the requirements of Prudential Regulations.

The SBP has allowed specific relaxation to the Bank for non-classification of overdue loans of certain Public Sector Entities
(PSEs) which are guaranteed by Government of Pakistan as non-performing loans up tili December 31, 2019. Bank is following

up for its extension.

This includes fully provided loans granted outside Pakistan which are charged-off as per local regulations of the host country.

Charging-off does not affect the Bank’s right to pursue recovery against these loans.

State Bank of Pakistan (‘SBP"), vide its BPRD circular letter No. 13 of 2020, has provided regulatory relief to dampen the

effects of Covid-19 and aliowad banks to offer deferral of principal component of installments to its borrowers for one year,
provided that the borrower will continue to service the mark-up amount as per agreed terms & conditions.
During the period ended June 30, 2020, 63 borrowers having aggregate outstanding exposure of Rs. 20,852 million have

availed regulatory refief extended by SBP.

FIXED ASSETS

Capital work-in-progress
Property and equipment

Capital work-in-progress

Civil works

Equipment

Advances to suppliers and confractors

License and implementation fee for core banking software

Additions to fixed assets

The following material additions have been made to fixed assets during the period:

Capital work-in-progress
Property and equipment

Building on freehold land

Building on leasehold land

Furniture and fixture

Computer and peripheral equipment
Electrical, office equipment
Vehicles

(Un-audited) (Audited)
June 30, December 31,
2020 2019
MNote  me-eemeee- Rupees in ‘000 -------—-
11.1 2,038,864 2,114,172
52,387,586 52,189,393
54,426,450 54,303,565
1,963,833 1,899,863
16,977 15,446
59,054 58,372
- 40,491
2,038,864 2,114,172

(Un-audited)
June 30,
2020

........... Rupees in 000

(Un-audited)
June 30,
2019

63,802 56,504

- 26,908
39,182 6,338
251,960 248,978
58,211 106,893
89,826 112,092
167,732 97,245
606,981 599,355
670,783 655,859
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12.

121

13.

Disposal of fixed assets

The net book value of material fixed assets disposed off during the period is as follows:

Furniture and fixture
Electrical, office equipment
Vehicles

INTANGIBLE ASSETS

Computer Software

Additions to intangible assets

The following additions have been made to intangible assets during the period:

Directly purchased

RIGHT OF USE ASSETS

The recognized right of use assets relate to the following types of assets:

Balance as at January 01
Additions during the period

Depreciation charged for the period

Balance as at

(Un-audited)  (Un-audited)
June 30, June 30,
2020 2019

S - YT o —

1,519 1,310
- 104
16,675 6,094
18,194 7,508

{Un-audited} {Audited)
June 30, December 31,

2020 2019
----------- Rupees in '000 ---------

371,318 374,960

{Un-audited)  {Un-audited)
June 30, June 30,

2020 2019
----------- Rupees in '000 -

86,177 375,641

(Un-audited) (Audited)
June 30, December 31,
2020 2019
----------- Rupees in '000 --~evemmm-

7,221,266 7,908,684
822,976 1,185,554
928,957 1,872,872

7,115,285 7,221,266




14.

14.1

14.1.1

185.

OTHER ASSETS

income / return / mark-up accrued in local currency - net of provision

income / return / mark-up accrued in foreign currency
Advances, deposits, advance rent and other prepayments
income tax refunds receivable and advance taxation
Compensation for delayed tax refunds

Non-banking assets acquired in satisfaction of claims

Assets acquired from Corporate and Industrial Restructuring Corporation (CIRC)

Unrealized gain on forward foreign exchange contracts
Commission receivable on Government treasury transactions
Stationery and stamps on hand

Barter trade balances

Receivable on account of Government transactions
Receivable from Government under VHS scheme
Receivable against sale of shares

Acceptances

Others

Less: Provision held against other assets

Other assets (net of provision)

Surplus on revaluation of non-banking assets acquired in
satisfaction of claims

Other assets - total

Provision held against other assets

Income / mark-up accrued in local currency
Advances, deposits, advance rent and other prepayments
Stationery and stamps on hand

Barter trade balances

Receivable on account of Government transactions
Receivable from Government under VHS scheme
Protested bills

Provision against FE-25 loans

Ex-MBL. / NDFC - other assets

Assets Acquired from CIRC

Others

Movement in provision held against other assets

Opening balance

Charge for the year

Transfer in

Adjustment of compensation claimed by SBP to SBP balances

Closing balance

BILLS PAYABLE

In Pakistan
Qutside Pakistan

14.1

{Un-audited)
June 30,
2020

{Audited)
December 31,
2019

Rupees in '000 -~

52,594,304 53,660,237
2,684,155 2,661,275
8,222,630 7,816,695

39,267,427 51,823,127

16,098,222 13,722,128
3,276,961 3,284,853

208,423 208,423
4,311,968 -
10,327,518 4,065,704
486,201 435,733
195,399 195,399
323,172 323,172
418,834 418,834
8,455 310,374
18,075,711 26,934,779
10,407,220 9,941,052
166,907,100 175,691,785
11,853,599 10,853,587
155,063,501 164,838,198
477,215 477,215
155,530,716 165315413
152,607 152,607
837,949 837,949
96,542 96,542
195,399 195,399
323,172 323,172
418,834 418,834
3,442,959 2,555,322
1,734,591 1,734,591
534,173 534,173
208,423 208,423
3,908,950 3,796,575
11,853,599 10,853,587
10,853,587 8,884,661
580,478 1,589,466
419,534 457,739
- (78.279)
11,853,599 10,853,587
26,781,156 19,648,708
625,658 218.716
27,406,814 19,867,424
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BORROWINGS

Secured

Borrowings from State Bank of Pakistan

Under Export Refinance Scheme

Under Export Refinance Scheme (New Scheme)

Financing Scheme for Renewable Energy

Refinance Facility for Modernization of SMEs

Financing Facilily for storage of Agriculture Produce (FFSAP)
Under Long-Term Financing Facility (LTFF)

Refinance Scheme for Payment of Wages and Salaries

Repurchase agreement borrowings
Bai Muajjal

Unsecured
Call borrowings

Overdrawn nostro accounts
Bai Muaijjal

Particulars of borrowings with respect to currencies

In local currency
In foreign currencies

Mark-up / interest rates and other terms are as follows:

(Un-audited)
June 30,
2020

Rupees in '000

(Audited)

December 31,

2019

3,313,000 1,808,291
24,193,051 20,687,441
284,584 236,175
44,654 45,000
321,594 284,012
13,472,623 8,923,286
6,651 -
41,636,157 32,084,205
219,426,878 332,053,770
65,259,861 59,069,167
326,322,896 423,207,142
14,171,414 39,052,069
8,259,094 3,467,767
- 6,029,474
22,430,508 48,550,210
348,753,404 471,757,352
334,982,003 432,843,644
13,771,401 38,913,708
348,753,404 471,757,352

- The Bank has entered into agreements with the SBP for extending export refinance to customers. As per the terms of
the agreement, the Bank has granted SBP the right to recover the outstanding amount from the Bank at the date of
miaturity of finances by directly debiting the current account maintained by the Bank with the SBP. These borrowings

carry mark-up 3.00% (December 31, 2019: 3.00%).

- Repurchase agreement borrowings carry mark-up ranging from 7.00% to 8.00% per annum {December 31, 2019:
13.20% to 13.32% per annum) having maturity on ranging from July 2, 2020 to July 14, 2020.

- Call borrowings carry interest ranging from 0.00% to 4.72% per annum (December 31, 2019: 1.75% to 4.00% per

annum).

Borrowings from the SBP under export oriented projects refinance schemes of the SBP are secured by the Bank's cash and

security balances held by the SBP.

Pakistan Investment Bonds and Market Treasury Bills having maturity of 5 -10 years and 3 months respectively, are pledged
as security under borrowing having carrying amount of Rs. 219,427 million (December 31, 2019: Rs. 332,054 million).
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17.

17.1

18.

DEPOSITS AND OTHER ACCOUNTS

Customers

Current deposits -
remunerative

Current deposits - non-
remunerative

Savings deposits
Term deposits
QOthers

Financial Institutions

Current deposits
Savings deposits
Term deposits
Others

June 30, 2020 (Un-audited)

December 31, 2019 (Audited)

In local In foreign in local In foreign
currency currencies Total currency currencies Total
Rupees in '000

395,065,598 - 395,065,598 320,884,110 - 320,884,110
456,268,406 130,634,467 586,902,873 387,100,580 138,036,876 525,137,456
589,091,603 62,617,062 651,708,665 533,399,568 52,363,840 585,763,408
260,713,075 89,405,636 350,118,711 285,062,513 75,428,176 360,490,689
17,016,043 3,958 17,020,001 4,970,352 3.924 4,974,276
1,718,154,725 282,661,123  2,000,815,848 1,5631,417,123 265,832,816 1,797,249,939
304,208,272 2,734,208 306,942,480 357,600,795 1,225,295 358,826,090
3,243,386 - 3,243,386 4,405,416 2,911,091 7,316,507
16,221,730 8,284,689 26,506,419 21,888,162 5,032,636 27,820,788
1,440,676 314,046 1,754,722 6,549,217 286,740 6,835,057
327,114,064 11,332,943 338,447,007 390,443,580 10,355,762 400,799,342
2,045,268,789 293,994,066  2,339,262,855 1,921,860,703 276,188,578 2,198,049,281

Foreign currencies deposits includes deposit of foreign branches amounting to Rs. 81,360 million (December 31, 2018:

Rs.85,488 million).

LEASE LIABILITY AGAINST RIGHT OF USE ASSETS

l.ease liabilities included in the statement of financial position

Of which are:

Current lease liability
Non-current lease liability

Maturity analysis - contractual undiscounted cash flows

Less than one year
One to five years
More than five years

Total undiscounted lease liabilities

{Un-audited)
June 30,
2020

—-wmm---RUpeES in "000

(Audited)

December 31,

2018

7,887,345 7,640,188
1,324,393 1,237,717
6,572,952 6,402,471
7,897,345 7,640,188
2,798,858 1,948,040
8,077,009 6,610,167
10,488,272 6,652,960
21,364,139 15,211,167
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20,

DEFERRED TAX LIABILITIES
Deductible temporary differences on

- Tax losses carried forward

- Post retirement employee benefits

- Provision for diminution in the value of investments
- Provision against loans and advances

- Provision against off-balance sheet obligations

- Other provisions

Taxable temporary differences on

- Surplus on revaluation of fixed assets

- Surplus on revaluation of investments

- Surplus on revaluation of non-banking assets
- Other

OTHER LIABILITIES

Mark-up / return / interest payable in local currency
Mark-up / return / interest payable in foreign currencies
Unearned commission and income on bills discounted
Accrued expenses
Advance payments
Unclaimed dividends
Unrealized loss on forward foreign exchange contracts
Unrealized loss on put option
Branch adjustment account
Employee benefits:

Pension fund

Post retirement medical benefits

Benevolent fund

Gratuity scheme

Compensated absences
Staff welfare fund
Liabilities relating to Barter trade agreements
Provision against off-balance sheet obligations
Provision against contingencies
Payable to brokers
PIBs short selling
Acceptances
Others

(Un-audited)
June 30,
2020

(Audited)

December 31,

2019

----------- Rupees in '000 ~-----—-

(10,705) (10,705)
(4,208,815) (3,852,718)
(236,751) (236,751)
(6,148,251) (2,625,495)
(115,222) (115,222)
(105,416) (105,416}
(10,823,160) (6,946,305)
1,658,078 1,689,317
19,902,960 13,816,519
41,439 41,439

. 2,314,832
21,602,477 17,862,107
10,779,317 10,915,802
54,094,861 57,027,903
403,526 439,059
2,246,252 3,045 278
21,801,235 19,000,508
388,718 397,009
186,230 186,668

. 4,358,883
306,339 306,339
689,495 926,311
15,389,909 14,785,647
19,253,925 18,333,947
2,156,169 1,749,006
2,424,989 2,206,599
8,530,839 8,344,182
371,257 371,257
2,273,703 5,539,436
627,494 627,494
4,760,305 4,629,645
23,717 38,667

- 256,284
18,075,711 26,934,779
16,268,319 14,039,099
170,272,993 183,544,990
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22,

221

22.2

22.21

(Un-audited) (Audited)

June 30, Pecember 31,
2020 2018
Note  -----sssunemns Rupees in "000 ----------vuee
SURPLUS ON REVALUATION OF ASSETS
Surplus on revatuation of
- Available-for-sale securities .1 56,865,600 39,475,771
- Fixed assets 45,012,297 44,576,547
- Non-banking assets 2,539,696 2,539,695
104,417,593 86,592,013
Deferred tax on surplus on revaluation of:
- Available for sale securifies (19,902,960) (13,816,519)
- Fixed assets (2,464,483) {2,489,995)
- Non-banking assets (41,439) {41,439
{22,408,882) (16,347,953)
82,008,711 70,244,060
CONTINGENCIES AND COMMITMENTS
Guarantees 221 198,114,371 161,579,745
Commitments 222 1,577,215,244 1,761,652,119
Other contingent liabilities 22.3 36,767,692 30,664,297
1,812,097,307 1,853,898,161
Guarantees
Financial guarantees 135,032,949 101,841,274
Performance guarantees 63,081,422 59,738,471
198,114,371 161,579,745
Commitments
Documentary credits and shori-term trade-related transactions
- lefters of credit 1,028,490,428 837,616,635
Commitments in respect of:
- forward foreign exchange contracts 2221 479,450,824 801,290,548
- forward government securities fransactions 2222 68,579,065 22,164,581
Commitmenis for acquisition of:
- operating fixed assets 681,427 566,855
Other commitments 2223 13,500 13,500
1,677,215,244 1,761,652,119
Commitments in respect of forward foreign exchange contracts
Purchase 322,083,444 478,842,756
Sale 157,367,380 322,447,792
479,450,824 801,290,548

Commitments for outstanding forward foreign exchange contracts are disclosed in these condensed unconsolidated interim
financial statements at contracted rates. Commitments denominated in foreign currencies are expressed in Rupee terms at the

rates of exchange prevailing at the statement of financial position date.
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22.2.2

22,23

223
22.341

22.3.2

{Un-audited) (Audited)
June 30, December 31,

2020 2019
-------------- Rupees in "000 --------mmmree

Commitments in respect of forward government securities transactions

Purchase 511,600 256,814
Sale 68,067,465 21,907,767
68,579,065 22,164,581

Commitments for outstanding forward government securities transactions are disclosed in these unconsolidated condensed
interim financial statements at contracted rates.

(Un-audited) {Audited)
June 30, December 31,
2020 2019

-------------- Rupees in '000 -------excnmmn

Professional services to be received 13,500 13,500

Other contingent liabilities
Claim against the Bank not acknowledged as debt 36,767,692 30,664,297

Claims against the Bank not acknowledged as debts including claims relating to former Mehran Bank Limited amounting to
Rs.1.597 million (December 31, 2019: Rs.1,597 million).

Taxation
The current status of tax contingencies for the pericd ended June 30, 2020 is given below:

a) Tax retums of the Bank have been filed up to tax year 2019 and amended by tax authorities up to tax year 2018. Tax
year 2019 has been selected for tax audit under section 177 of the Income Tax Ordinance, 2001 in July 2020 which is on-
going. For Azad Kashmir and Gilgit Baltistan branches no amendment to returns filed under section 120 of the
Ordinance has been made, hence returns filed are deemed assessments for all the years till tax year 2019,

b) The matters under tax contingencies include interest credited to suspense account, allocation of common expenditure
between taxable income and exempt / low tax rate income, reversal of bad debts expense, reversal of provisions of non-
performing loans, provisions for diminution in value of investment. Surplus on revaluation of Available for Sale Securities
disclosed in the Statement of Comprehensive Income has been taxed in respect of tax year 2013 during the year which
issute was decided by the learned Commissioner Appeals against the Bank, without considering that double taxation of
same may occur when gain or loss would be reported in Profit & Loss account on realization stage. Miscellaneous
Application before CIR(A) as well as appeal before Appellate Tribunal have been filed by Bank. The aggregate effect of
contingencies as on June 30, 2020, including amount of Rs. 845.97 million (December 31, 2019: Rs. 183.455 million} in
respect of indirect tax issues, amounts to Rs. 18.629 billion (December 31, 2019: Rs. 18.166 billion). No provision has
been made against these contingencies, based on the opinion of tax consultants of the Bank, who expect favorable

outcome upon decisions of pending appeals.

¢) Sindh High Court had quashed the show-cause notices issued in previous round in 2013 for passing orders for tax years
2006 and 2007 under section 161 of the Crdinance on the grounds that these were time-barred in terms of section
174(3) of the Ordinance. Supreme Court on Department's appeal has subsequently allowed taxation officer to initiate
proceedings through fresh notices, subject to certain directions. Orders are recently passed by taxation officer for tax
years 2006 and 2007 on June 30, 2020, treating the Bank as taxpayer-in-default and raising tax demands of Rs.
1,032,176,800 and Rs. 1,394,718,100 respectively. Bark has filed appeals before CIR(A) primarily on the grounds that
Supreme Court’s instructions have been blatantly ignored as cogent reasons for late proceedings were not given and
neither amount of tax default nor names of parties were disclosed in the show-cause notices or the orders. The orders
are also assailed for being passed in quite arbitrary manner and various legal and factual mistakes are made therein.

Sindn High Court through interim order has instructed the taxation officer not to take any coercive measures.
Bank's tax advisors expect a favourable decision on this issue from appellate fora.

d) The Bank has filed an Appeal before the Appellate Tribunal, Sindh Revenue Board against the Order passed by
Commissioner (Appeals) Sindh Revenue Board confirming the levy of Sindh Sales Tax on the services provided by the
Bank to State Bank of Pakistan for the tax periods January 2015 to March 2015 amounting to Rs.76,767,487/- and the
rate differential amount of Rs. 11,986,935/- for the tax periods January 2014 to December 2014 aggregating to Rs.
88,754,422 along with the penalties and default surcharge thereon. It is pertinent to mention that the aforesaid
differential amount has already been paid by availing the tax amnesty in 2018. Further, no provision has been made for
the amount relating to State Bank of Pakistan in these unconsolidated financial statements based on the opinion of Tax
Consultants of the Bank who expect favorable outcome upon decision of filed Appeal.
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22.3.3

22.3.41

223.4.2

22.34.3

22.3.4.4

22.34.5

22.3.4.6

22.3.4.7

22.3.4.8

e} The Bank filed an Appeal before the Honorable Appellate Tribunal, PRA in terms of Section 66 of the Act read with the
Punjab Sales Tax on Services (Adjudication and Appeals) Rules, 2012 against the Order passed by the Commissioner
HQ, Punjab Revenue Authority u/s 52 of the Punjab Sales Tax on Services Act, 2012 (the Act) regarding Non
withholding of Punjab Sales Tax on Services for the Tax Periods from January-2016 to December -2016 wherein the
principal demand of Rs 385,784,598/~ was raised.

The Honorable Appeliate Tribunal, PRA accepted the appeal and set aside the impugned Order passed by the
Commissioner HQ, PRA. No correspondence has been received till date.

Contingencies in respect of employees benefits and related matters

The current status of these contingencies is same as disclosed in the annual financial statements of the Bank for the year
ended December 31, 2019, except for the below mentioned updates.

Pensionary benefits to retired employees

This has been explained in note 25.3.3.1 to the financial statement of the yeer ended December 31, 2019. Subsequently, the
hearing of the pension case was fixed on March 12, 2020, however the same was adjourned as the counsel for both parties
submitied to the Supreme Court of Pakistan (‘SCP") that it wou d be more appropriate if the hearing, of the present case, can
be arranged at Karachi. The request of the legal counsels was approved and the case was fixed for the last week of March in
Karachi; however, due to the pandemic caused by the Covid-19, the hearing was again adjourned with no further date given.
The management’s estimate of overall increase in pension liability, based on the independent actuarial firm report for the year
ended December 31, 2019 amounted to Rs. 70.6 billion ( 2019 7.1 billion), excluding any penal interest / profit payment (if
any) due to delayed payment. Further, the pension expense for year 2020 onward will also increase by Rs. 7.0 billion due to
this decision. Based on the opinion of legal counsel, no provision for any additional pension liability has been considered
made in these unconsolidated interim financial statements for the above mertioned amount as the Bank is confident about
the favorable outcome of the matter.

Post retirement medical facilities

The current status of these contingencies is same as disclosec in the annual financial statements of the Bank for the year
ended December 31, 2019.

Restoration of Commuted Pension

The current status of these contingencies is same as disclosed in the annual financial statements of the Bank for the year
ended December 31, 2019.

Regularizing the temporary hires / workers deployed by Service provider companies under outsourcing

The current status of these contingencies is same as disclosed in the annual financial statements of the Bank for the year
ended December 31, 2019.

Golden Handshake (GHS)

The current status of these contingencies is same as disclosed in the annual financial statements of the Bank for the year
ended December 31, 2019,

Litigation related to management irainee program

This has been explained in note 25.3.3.6 to the financial statement of the year ended December 31, 2019. Subsequently, the
matter of out of court settlements has successfully been executed with many Nen-MTO employees (‘petitioners’) and
accordingly compromise agreements ('the agreement), offering waiver of loans, increase in basic salaries and provision of
other allowances, were signed with those petitioners who have withdrawn their cases against the Bank. Further, the Bank has
carried out an assessment to ascertain the financial implications of the case with respect to non-petitioners and accordingly,
they were also encouraged to enter into a similar agreement with Bank. The management is in the process of negotiation and
is confident to undertake the agreement with remaining petitioners and non-petitioners. Furthermore, with respect to ongoing
litigation, the management has reflected any potential impact it may have in an appropriate manner in these unconsolidated
condensed interim financial statements.

Foreign Exchange repatriation case

The current status of these contingencies is same as disclosed in the annual financial statements of the Bank for the year
ended December 31, 2019.

Compliance and risk matters relating to anti-money laundering

The current status of these contingencies is same as disclosed in the annua financial statements of the bank for the year
ended December 31, 2019,



B {(Un-audited) {Un-audited)
! Half year ended  Half year ended
June 30, 2020 June 30, 2019

o Nofe ==—m=m—maanae Rupees in "000 ----cuuuuun
23. MARK-UP/RETURN /INTEREST EARNED
Loans and advances 57,656,424 48 481,747
g Investments 85,424,166 44,435,362
On securities purchased under resale agreements 1,424,775 3,884,280
Balances with other banks 854,271 888,584
e 145,258,636 97,689,973
24.  MARK-UP/RETURN//INTEREST EXPENSED
m Deposits 61,505,511 47,140,624
Borrowings 4,604,262 2,962,062
Cost of foreign currency swaps against foreign currency deposits 4,514,336 2,318,315
— Finance charge on lease liability against right of use assets 378,679 350,903
Securities sold under repurchase agreements 25,812,319 9,354,652
96,815,107 62,126,456
25. FEE AND COMMISSION INCOME
Branch banking customer fees 603,624 805,868
o Consumer finance related fees 298,215 403,967
Card related fees 538,743 341,240
Credit related fees 87,767 135,075
Investment banking fees 115,417 347,621
= Commission on trade 1,334,523 1,684,573
{ Commission on guarantees 252,817 248,162
! Commission on cash management 1,444 9,804
Commission on remittances including home remittances 410,471 911,268
. Commission on bancassurance 93,815 210,293
Commission on government transactions 4,894,601 4,625,176
: Others 92,486 112,914
. 8,723,923 9,835,961
26. GAIN ON SECURITIES - NET
r Realized 26.1 3,263,752 354,637
{ Unrealized - held-for-trading 9.1 71,410 (12,605)
! 3,335,162 342,032
r 26.1 Realized gain on
W Federal Government Securities 2,570,855 208,969
o Shares 273,455 119,205
ljarah Sukuks - 28,463
i Foreign Securities 419,442 -
3,263,752 354 637
27. OTHER INCOME
o Rent on property 14,456 28,176
Gain on sale of fixed assets - net 24,513 11,973
Postal, SWIFT and other charges recovered - 32,248
Compensation for delayed tax refunds 27.1 2,376,094 2,698,910
o Remittances expense reimbused by SBP 112,861 -
Others 22,624 7,820
2,550,548 2,779,125

27.1 This represents compensation on delayed refunds determined under Section 171 of Income Tax Ordinance 2001.




{Un-audited) (Un-audited)
Half year ended Half year ended
June 30, 2020 June 30, 2019
-------------- Rupees in '000 --—----—---

28.

OPERATING EXPENSES

Total compensation expenses 19,645,965 18,400,712
Property expenses
Rent and taxes 140,288 610,855
Insurance 10,156 8,626
Utilities cost 512,823 439,452
Security {including guards) 1,329,440 1,070,647
Repair and maintenance (including janitorial charges) 543,118 387,605
Depreciation 213,641 220,543
Depreciation on non banking assets 7,892 14,788
Depreciation on ljarah assets 49,107 91,168
Depreciation on right of use assets 928,957 942,493
3,735,422 3,786,177
Information technology expenses
Software maintenance 525,117 498,534
Hardware maintenance 5,844 47,030
Depreciation 101,315 156,640
Amortization 94,723 180,163
Network charges 195,914 225,897
922,913 1,108,264
Other operating expenses
Directors' fees and reimbursement of other expenses 22,459 15,026
Fees and allowances to Shariah Board 4,442 4,678
Legal and professional charges 338,642 298,577
QOutsourced services costs 384,487 358,158
Travelling and conveyance 210,024 349,983
NIFT clearing charges 69,518 65,861
Depreciation 840,709 730,252
Training and development 28,803 54,575
Postage and courier charges 124,413 81,982
Communication 142,167 135,925
Stationery and printing 505,524 331,469
Marketing, advertisement and publicity 78,857 120,102
Contributions for other Corporate and Social Responsibility 85,447 10,203
Auditors' remuneration 249,347 140,420
Entertainment 114,697 142 492
Clearing, verification, license fee charges 168,659 127,731
Brokerage 48,563 34,717
Financial charges on leased assets 14,536 12,383
Insurance 364,843 357,771
Vehicle expenses 81,717 74,217
Repairs and maintenance 147,834 234,456
Deposit premium expense 687,318 619,920
Others 233,051 204,838
4,946,057 4,505,738
29,250,357 27,800,889
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29,

30.

31.

32.

33.

34.

OTHER CHARGES

Penalties imposed by State Bank of Pakistan

Penalties imposed by other regulatory bodies (Central bank of international branches)

PROVISIONS AND WRITE OFFS - NET

Provisions for diminution in value of investments
Provisions against loans and advances
Provision against other assets

TAXATION
Current

Prior years
Defarred

EARNINGS PER SHARE - BASIC AND DILUTED
Profit for the period (Rupees in 000's)
Weighted average number of ordinary shares (in 000's)

Earnings per share - basic and diluted (Rupees)

CASH AND CASH EQUIVALENT

Cash and blances with treasury banks
Balances with other banks

Call money lendings

Call money borrowings

Cverdrawn nostro

FAIR VALUE MEASUREMENTS

9.2
10.4

(Un-audited}) (Un-audited)
Half year ended  Half year ended
June 30, 2020 June 30, 2019
-------------- Rupees in '000 «-=--namnumen

293,155 90,135
83 1,036
293,238 91,171
696,898 2,384,091
14,322,889 2,742,394
618,645 363,515
15,638,432 5,490,000
12,316,643 8,856,891
- 1,056,841
(5,904,585) (629,571)
6,412,058 9,284,161
15,190,369 11,101,014
2,127,513 2,127,513
7.14 5.22

(Un-audited) (Un-audited)
Half year ended  Half year ended
June 30, 2020 June 30, 2019

-------------- Rupees in "000 «-e-mmeeem--

286,488,752 351,877,109
32,351,978 21,267,448
3,140,800 1,040,800
(14,171,414) (64,559,165)
(8,259,094) {4,430,305)
299,551,022 305,195,887

The fair value of quoted securities other than those classified as held to maturity, is hased on quoted market price. Queted instruments
classified as held to maturity are carried at cost. The fair value of unguoted equity securities, other than investments in associates and
subsidiaries, is determined on the basis of the break-up value of these investments as per their latest available audited financial

statements.

The fair value of unquoted debt securities, fixed term loans, other assels other liabilities, fixed term deposits and borrowings cannot be
caleulated with sufficient refiability due to the absence of a current and active market for these assets and liabilities and reliable data

regarding market rates for similar instruments.
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34.1

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 or liabilities.

Level 2: Fair value measurements using inputs other than quoted prices included within Level 1 that are observable for the assets or liability,
either directly {i.e. as prices) or indirectly (j.e. derived from prices).

Level 3: Fair value measurements using input for the asset or Hiability that are not based on observable market data (e uncbservable inputs).

The table below analyses financial instruments measured at the end of the reporting period by the level in the fair vaiue hierarchy into

which the fair value measurement is categorized:

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

Investments

Market Treasury Bills

Pakistan Investment Bonds

ljarah Sukuks

Ordinary shares of listed companies
Preference shares

investments in mutual funds

Term Finance Certificates / Musharika

and Sukuk Bonds
GoP Foreign Currency Bonds

Foreign Government Securities

Foreign Currency Debt Securities

Ordinary shares of a bank outside
Pakistan

Financial assets - disclosed but not
measured at fair value

Cash and balances with treasury banks
Balances with other banks

Lending to financial instruments
Investments

Ordlinary shares of unlisted companies
Pakistan Investment Bonds
Market Treasury Bills
GoP Foreign Currency Bonds
Foreign Government Securities
Foreign Currency Debt Securities
Debeniures, Bonds, Sukuks, Participation
Term Certificates and Term Finance
Certificates

Advances

Other assets

Off-balance sheet financial instruments -
measured at fair value

Commitments

Foreign exchange contracts purchase
and sale

Forward government securities transactions

At June 30, 2020 {Un-audited)

Carrying value Level 1 Level 2 Total
Rupees in '000
727,465,673 - 727,465,673 727,465,673
454,331,533 - 454,331,533 454,331,533
6,005,600 - 6,005,600 6,005,600
39,494,662 39,494,562 - 39,494,562
30,600 30,600 - 30,600
1,612,547 - 1,612,547 1,612,547
52,974,703 - 52,974,703 52,874,703
14,822,621 - 14,822,621 14,822,621
2,221,202 - 2,221,202 2,221,202
852,208 - 852,208 852,208
15,356,461 16,356,461 - 15,356,461
1,315,167,710 54,881,623 1,260,286,087 1,315,167,710
286,488,752 - . .
32,351,978 - - -
48,534,852 - - -
1,593,609 - - .
167,008,427 - - .
121,832,789 - - -
1,655 - - -
32,044,123 - - -
650 - - -
7,839 - - -
935,617,903 - - -
95,234,685 - - -
1,720,717,269 - - -
3,035,884,979 54,881,623 1,260,286,087 1,315,167,710

479,450,824

4,311,697

4,311,697

68,579,065

1,718,398

1,718,396
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On balance sheet financial instruments
Financial assets - measured at fair value

[nvestments

Market Treasury Bills

Pakistan Investment Bonds

ljarah Sukuks

Ordinary shares of listed companies

Preference shares

Investments in mutual funds

Term Finance Certificates / Musharika
and Sukuk Bonds

GoP Foreign Currency Bonds

Foreign Government Securities

Faoreign Currency Debt Securities

Ordinary shares of a bank outside
Pakistan

Financial assets - disclosed but not
measured at fair value

Cash and balances with treasury banks
Balances with other banks
Lending to financial instruments
Investments
Ordinary shares of unlisted companies
Market Treasury Bills
Pakistan Investment Bonds
GoP Foreign Currency Bonds
Foreign Government Securities
Foreign Currency Debt Securities

Debentures, Bonds, Sukuks, Participation

Term Certificates and Term Finance
Advances

Other assels

Off-balance sheet financial instruments -

measured at fair value

Foreign exchange contracts purchase
and sale

Forward government securities transactions

December 31, 2019 (Audited)

Carrying value Level 1 lLevel 2 Level 3 Total

Rupees in '000

621,791,597 - 621,791,597 - 621,791,597
329,418,686 - 329,418,686 - 329,418,686
1,978,800 - 1,978,800 - 1,978,800
41,863,797 41,863,797 - - 41,863,797
79,388 35,956 - 43,432 79,388
1,903,224 - 1,903,224 - 1,903,224
56,252,659 9,204,193 47,048,466 - 56,252,659
22,476,530 - 22,476,530 - 22,476,530
3,491,851 - 3,491,851 - 3,491,851
1,422,271 - 1,422,271 . 1,422,271
18,831,756 18,831,756 - - 18,831,756
T,009,510,559 60,935,702  1,029,531,425 43432  1,099,510,559
292,513,379 ; ; ] )
13,220,807 - ; . -
144,140,344 ) - . ;
1,593,609 - - - .
114,091,320 - - . -
184,864,103 - B ] )
4,087,591 R n . B}
29,600,343 . . ) )
596 - - . ]
9,573 - - - -
1,008,139,084 . - ) )
94,348,508 - - . -
1,886,609,257 - - - -
2,086,119,816 69,935,702  1,029,531,425 43,432 1,099,510,559
801,290,548 - (4,358,883) - (4,358,883)
22,164,581 - 107,348 - 107,348
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34.2

Valuation techniques used in determination of fair valuation of financial instruments within level 2 and level 3

Item

Market Treasury Bills

Pakistan Investment Bonds

ljarah Sukuks

Ordinary shares of unlisted companies

Mutual Funds

Term Finance Certificates / Musharika and Sukuk Bonds
GoP Foreign Currency Bonds

Foreign Government Securities

Foreign Currency Debt Securities

Fair value of non-financial assets

Valuation approach and input used

PKRV {(MUFAP)

PKRV (MUFAP)

MUFAP

Breakup value as per latest available audited financial statements
MUFAP

MUFAP

Reuter page

Reuter page

Reuter page

Information about the fair value hierarchy of Bank's non-financial assets as at the end of the reporting period are as follows:

At June 30, 2020 (Un-audited)

Carrying value

Level 1 Level 2 Level 3 Total

Rupees in '000

Land and building (property and equipment) 49,606,857 - 49,606,857 - 49,606,857

Non-banking assets acquired in satisfaction

of claims 3,276,961 - 3,276,961 - 3,276,961
52,883,818 - 52,883,818 - 52,883,818

December 31, 2019 (Audited)

Carrying value

Level 1 level 2 Level 3 Total

Rupees in '000

Land & building (property and equipment} 48,569,603 - 48,569,603 - 48,569,603

Non-hanking assets acquired in satisfaction

of claims 3,284,853 - 3,284,853 - 3,284,853
51,854,456 - 51,854,456 - 51,854,456
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CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

Minimum Capital Requirement

Paid-up capitai

Capital Adequacy Ratio

Eligible Common Equity Tier 1 Capital
Eligible Additional Tier 1 Capital

Total Eligible Tier 1 Capital

Eligible Tier 2 Capital

Total Eligible Capital (Tier 1 + Tier 2}

Risk Weighted Assets
Credit Risk

Market Risk
Operational Risk

Total

Commaon Equity Tier 1 Capital Adeguacy ratio

Tier 1 Capital Adequacy Ratio

Total Capitat Adequacy Ratio

l.everage Ratio

Eligible Tier-1 Capital
Total Exposures
Leverage Ratio

Liguidity Coverage Ratio

Total High Quality Liquid Assets
Total Net Cash Qutflow

Liguidity Coverage Ratic

Net Stable Funding Ratio

Total Available Stable Funding
Total Required Stable Funding

Net Stable Funding Ratio

(Un-audited)
June 30,
2020

Rupees in '000

(Audited)

December 31,

2019

177,022,427 162,369,773
157,687,498 142,716,150
157,687,498 142,716,150

49,464,701 39,816,053
207,152,199 182,632,203
852,960,642 913,568,310

86,911,662 91,752,716
173,619,541 173,619,541

1,113,491,845

1,178,840,567

14.16% 12.11%
14.16% 12.11%
18.60% 15.48%
157,687,498 142,716,150
4,448,962,984 4,252,343,911
3.54% 3.36%
1,051,743,289 860,965,256
629,368,636 603,741,462
167% 148%

2,218,841,763
985,289,614

2,040,913,906
875,207,068

225%

233%
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ISLAMIC BANKING BUSINESS

The Bank is operating 188 (December 31, 2019; 190} Islamic banking sranches and no Islamic banking windows at the half year ended

June 30, 2020.

ASSETS

Cash and balances with treasury banks
Balances with other banks

Due from financial institutions
Investments

Islamic financing and related assets - net
Fixed assets

Right of use assets

Other assets

Total Assets

LIABILITIES

Bills payable

Deposits and other accounts

Lease lisbility against right of use assets
Due to head office

Other liabilities

NET ASSETS

REPRESENTED BY

Islamic Banking Fund

Reserves

Surplus on revaluation of assets
Unappropriated / unremitted profit

Note

38.1
38.2
38.3

38.4

385

{Un-audited)
June 30,
2020

(Audited)
December 31,

2019

meemmmmaee= RUpees in '000 -----mee--

The profit and loss account of the Bank's Istamic banking branches for the half year ended June 30, 2020 is as follows:

Profit / return earned
Profit / return expensed
Net profit / return

Other income

Fee and commission income
Foreign exchange income
Other income

Total other income

Total income

Other expenses
Operating expenses
Other charges

Profit before provisions
Provisions charge / (reversal) and write offs - net

Profit before taxation
Taxation
Profit after taxation

Note

38.6
38.7

6,859,898 4,405,856
3,006,299 5,841
9,360,334 11,419,496
24,829,253 19,416,280
32,337,218 33,880,482
155,356 174,862
817,136 861,049
7,602,607 5,888,864
84,968,101 76,052,730
314,043 256,804
75,091,860 63,285,886
947,431 943,375
72,117 2,784,801
3,112,337 3,767,018
79,537,788 71,037,894
5,430,313 5,014,836
3,360,000 2,200,000
678,669 775,696
1,391,644 2,038,140
5,430,313 5,014,836
{Un-audited) {Un-audited)

Half year ended Half year ended

June 30, 2020  June 30, 2019

~memmmemmam RUpeES in 000 --meemeeeme

4,383,147 3,004,267
2,002,606 1,514,015
2,380,541 1,490,252
198,966 177,711
36,760 18,331
708 3,773
236,434 199,815
2,616,975 1,690,087
1,123,047 1,172,000
1,605 202
1,125,552 1,172,202
1,491,423 517,865
99,779 (75,049)
1,391,644 602,914
1,391,644 502,914
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38.4 Deposits and other accounts
Customers
Current deposits 24,920,440 20,550,756
Savings deposits 30,272,532 22,671,179
Term deposits 13,680,005 12,720,085
68,872,977 55,942,020
Financial Institutions
Current deposits 827,838 815,386
Savings deposits 1,591,045 3,028,490
Term deposits 3,800,000 3,500,000
6,218,883 7,343,876
75,091,860 63,285,896
38.5 Unappropriated / unremitted profit
Opening balance 2,039,140 (57,150)
Add: Islamic banking profit for the period 1,391,644 2,039,140
Less: Transferred / remitted to head office (2,039,140} 57,160
Closing balance 1,391,644 2,039,140
{Un-audited} (Un-audited)
Half year ended Half year ended
June 30, 2020 June 30, 2019
------------ Rupees in '000 ~»-m-r-----
38.6 Profit/ return earned
Profit earned on:
Financing 2,342,843 1,417,256
Investments 1,401,918 1,020,921
Placements 5,380 6,612
Others {Bai Muajjal} 633,006 489,478
4,383,147 3,004,267
38.7 Profit/ return expensed
Deposits and other accounts 1,746,341 1,192,203
Finance charge on right of use assets 47,676 45,444
Others (General Account) 208,589 276,368
2,002,606 1,514,015

{Un-audited)
June 30,
2020

(Audited)

December 31,

2019

wmmmmmnemenn RUPEES N '000 ——ommemeen
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38.

38.1

40.

GENERAL

Figures have been rounded off to the nearest thousand rupees.

DATE OF AUTHORIZATION FOR ISSUE

The unconsolidated condensed interim financial statements were authorized for issue on

Directors of the Bank,

Sy

%Wiz%?ﬁ Board of

Chg_i rman

Président / CEO

Chief Kinandia
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Directors’ Review
Consolidated Financial Statements

On behalf of the Board of Directors, we are pleased to present the Directors’ Review together with consolidated
interim financial statement of National Bank of Pakistan “the bank” and its subsidiaries for the half-year ended
June 30, 2020.

Consolidated after-tax profit for the six-months period ended June 30, 2020 amounted to PKR 15.11 billion,
being 32.80% higher than PKR 11.38 billion earned for the corresponding six-month period of 2019. For the
period under review, the bank’s subsidiaries contributed a net profit of PKR 0.16 billion (Jun "19: PKR 0.11
billion) towards the Group’s profitability; whereas share of loss from associates and joint venture (UNBL) was
PKR 0.063 billion (Jun "19: PKR 0.029 billion) and PKR 0.218 billion (Jun “19: PKR 0.039 billion), respectively.
Accordingly, consolidated EPS increased from Rs. 5.34 for the half year ended June 30, 2019 to Rs. 7.08 for the
half year ended June 30, 2020. As of June 30, 2020, consolidated assets of the bank amounted to PKR 3,172.0
billion, being marginally higher by 1.2% as against PKR 3,132.36 billion as at December 31, 2019.

The Bank is framing strategy with a focus on key selected market both in its local and international subsidiaries
with the objective of improving Returns on Assets and Equity.

Consolidated operating results and appropriation of profits as recommended by the Board are given below:

PKR Billion
Profit before tax for the six-months ended June 30, 2020 21.59
Taxation:
- Current 12.38
- Prior Year -
- Deferred (5.90)
6.48
Profit after tax for the six-months ended June 30, 2020 15.11
Un-appropriated profit brought forward 93.47
Other comprehensive income - net of tax (0.66)
Non-controlling interest (0.04)
Transfer from surplus on revaluation of fixed assets 0.11
Profit available for appropriations 107.99
Appropriation:
Transfer to Statutory Reserve (1.52)
Un-appropriated profit carried forward 106.47
For and on behalf of the Board of Directors
W . obitn lans’
> LA A Ly
Arif Usmani Zubyr Soomro
President & CEO Chairman

Karachi
Date: September 01, 2020



NATIONAL BANK OF PAKISTAN

CONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2020

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
fnvestments

Advances

Fixed assets

Intangible assets

Right of use assets

Other asseis

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Liabilities against assets subject to finance lease
Lease liability against right of use assets
Deferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY

Share capital

Reserves

Surplus on revaluation of assets
Unappropriated profit

Non-controlling interest

CONTINGENCIES AND COMMITMENTS

(Un-audited) (Audited}

June 30, December 31,
2020 2019
Note ----—--—rem- RUpees in '000 wrmceeceeeuen
6 286,912,987 293,198,090
7 32,842,413 13,698,325
8 48,534,859 144,140,344
g 1,646,250,024 | | 1,442,403,957
10 936,049,626 |1 1,008,398,612
11 58,067,715 54,919,564
12 1,075,429 1,070,766
13 7,520,916 7,447 414
14 167,725,893 167,183,196
3,171,979,862  3,132,360,268
15 27,406,814 18,867,424
16 348,753,404 471,757,352
17 | 2,339,439,387 || 2,197,984,573
18 189,453 194,403
19 8,285,038 7,831,350
20 10,734,108 10,869,353
21 171,504,833 184,633,258
2,905,313,137  2,893,137,713
265,666,724 239,222 555
21,275,131 21,275,131
54,907,228 53,260,789
22 82,107,764 70,358,587
106,469,244 93,465,516
264,759,368 238,360,023
907,356 862,532
265,666,724 239,222 555
23

The annexed notes 1 to 41 form an integral part of these consolidated condensed interim financial statements.
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NATIONAL BANK OF PAKISTAN

CONSOLIDATED CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UN-AUDITED)

FOR THE HALF YEAR ENDED JUNE 30, 2020

Mark-up / return / interest earned
Mark-up / return / interest expensed
Net mark-up / return / interest income

NON MARK-UP / INTEREST INCOME

Fee and commission income

Dividend income

Foreign exchange income

Gain on securities - net

Share of loss from joint venture - net of tax

Share of (loss) / profit from associates - nef of tax
Other income

Total non-mark-up / interest income

Total income

NON MARK-UP [ INTEREST EXPENSES
Operating expenses

Workers welfare fund

Other charges
Total non-markup / interest expenses

Profit before provisions
Provisions and write offs - net

PROFIT BEFORE TAXATION

Taxation

PROFIT AFTER TAXATION

Attributable to:
Shareholders of the Bank
Non-confrolling interest

Earnings per share - basic and diluted

Note

24
25

26

27

28

29

30

31

32

33

Quarter ended

Half year ended

June 30, 2020 June 30, 2019 June 30, 2020  June 30, 2019
Rupees in '000

72,788,477 51,952,156 145,393,598 97,786,919
40,841,155 31,790,015 96,807,886 62,115,159
31,047,322 20,162,141 48,585,712 35,671,760
4,427,954 6,166,992 9,313,718 10,565,043
636,251 710,761 1,020,312 1,728,716
2,022,930 1,770,411 2,828,022 3,670,695
2,000,357 251,919 3,328,867 353,826
(208,763) (23,178) (217,623) {35,191}
67,633 (54,794) (62,966} (29,371)
1,243,345 1,635,415 2,544,203 2,817,432
10,189,707 10,357,528 18,754,533 19,067,150
42,137,029 30,519,669 67,340,245 54,738,910
15,985,078 15,506,332 29,873,564 28,645,509
14,624 84,776 294,452 93,374
15,999,702 15,591,108 30,168,016 28,738,883
26,137,327 14,928,561 37,172,229 26,000,027
11,610.877 3,046,440 15,581,459 5,259,684
14,526 450 11,882,121 21,590,770 20,740,343
3,553,583 4,780,816 6,479,356 9,361,392
10,972,867 7,101,305 15,111,414 11,378,951
10,948,729 7,096,882 15,068,590 11,352,984
26,138 4,323 44,824 25,867
10,972,867 7,101,305 15,111,414 11,378,951
Rupees
5.15 3.34 7.08 5.34

The annexed notes 1 to 41 form an integral part of these consolidated condensed interim financial statements.
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NATIONAL BANK OF PAKISTAN
CONSOLIDATED CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2020

Quarter ended Half year ended

June 30,2020  June 30,2019  June 30,2020 June 30, 2019
Rupees in '000

Profit after taxation for the period ' 10,972,867 7,101,305 15,111,414 11,378,951
Other comprehensive income

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

£xchange gain on translation of net assets of foreign
branches,subsidiaries and joint venture (207,829) 1,468,834 127,402 2,420,094
Movement in surplus on revaluation of investments - net of tax 12,033,235 (5,415,683) 11,272,967 {2,938,353)
11,825,406 {3,948,849) 11,400,369 (518,259)

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

Remeasurement gain / {loss) on defined benefit (£24,237) 104,207 {657,612) (171,683)
obligations - net of tax
Movement in surplus on revaluation of fixed assets - 589,997 - 589,997 -
net of tax
Movement in surplus on revaluation of non-banking - - - -
assets - net of tax

65,760 104,207 {67,615} (171,683)
Total comprehensive income 22,864,033 3,258,663 26,444,168 10,689,009
Total comprehensive income attributable to:
Shareholders of the Bank 22,837,895 3,264,340 26,399,344 10,663,042
Non-controlling interest 26,138 4,323 44,824 25,967
22,864,033 3,258,663 26,444,168 10,689,009

The annexed nates 1to 41 form an integral part of these consolidated condensed interim financial statements.
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NATIONAL BANK OF PAKISTAN

CONSOLIDATED CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)

FOR THE HALF YEAR ENDED JUNE 30, 2020

CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation
Less dividend income

Adjustments:

Depreciation on fixed assets

Depreciation on right of use assets

Amortization

Provision and write-coffs - net

Gain on sale of fixed assets

Financial charges cn leased assets

Financial charges on right-of-use-assets
Unrealized loss on revaluation of investments classified as held-for-trading
Charge for defined benefit plans - net

Share of loss from joint veniure - net of tax
Share of loss / (gain) from associates -~ net of tax

{Increase) / decrease in operating asseis
Lendings to financial institutions
Held-for-trading securities

Advances

Cther assets (exciuding advance taxation)

Increase/ {decrease) in operating liabilities
Bills payable

Borrowings from financial institutions
Deposits

Other liabilities {excluding current taxation)

Financial charges paid

Income tax paid

Benefils paid

Net cash flows generated from operating activities

CASH FLOW FROWN INVESTING ACTIVITIES

Net investments in available-for-sale securities

Net investments in held-to-maturity securities

Dividends received

Invesiments in fixed assets

Proceeds from sale of fixed assets

Effect of translation of net investment in foreign branches

Net cash flows {used in) / generated from investing activities

CASH FLOW FROM FINANCING ACTIVITIES

Payments of lease obligations
Dividend paid
Net cash fiow used in financing activities

{ncrease in cash and cash equivalents
Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

Note

31

34

June 30,
2020

June 30,
2019

cemrmrenenes RUPEES i1 '000 <mroememnne

21,590,770 20,740,343
{1,020,312) (1,728 716)
20,570,458 19,011,627
1,277,373 1,268,806
1,012,114 942,493
106,905 162,165
15,581,459 5,260,684
{29,117) (18,120)
20,243 21,005
389,616 350,903
(48,399) 13,599
3,705,440 3,598,604
217,623 39,191
62,966 29,371
22,296,333 11,687,881
42,866,681 30,698,508
98,205,465 63,885,675
4,786,184 74,225,518
54,595,627 (34,677.214)
(2,548,940}| |  (85,869,769)
155,038,556 17,564,210
7,539,390 6,267,213
(102,913,720)] | (144,873,086)
141,454,814 82,155,213
(13,258,547) 85,786,480
32,821,937 30,335,820
{409,859) (371,098)
{165,215) (6,561,577)
{1,840,121) (1,527,229)
228,311,979 70,138,734
(203,716,753} 27,572,757
11,612,598 (16,324,706)
595,262 1,728,716
(758,256) (8,121,532)
79,284 43,718
127,402 2,420,004
(192,060,444) 7,319,046
(601,884) (650,833)
{438) {1,482)
(602,322) (652,315)
35,649,213 76,805,465
264,816,479 228,099,744
300,465,692 305,805,200

The annexed nofes 1 to 41 form an integral part of these consolidated condensed inzerm financial statements.
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NATIONAL BANK OF PAKISTAN
NOTES TO THE CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2020

1.
1.1

1.2

THE GROUP AND ITS OPERATIONS
The "Group” consists of;

Helding Company
- National Bank of Pakistan {the Bank)

Subsidiary Companies

- CJSC Subsidiary Bank of NBP in Kazakhstan

- CJSC Subsidiary Bank of NBP in Tajikistan

- NBP Exchange Company Limited, Pakistan

- National Bank Modaraba Management Company Limited, Pakistan
- First National Bank Modaraba, Pakistan

- Taurus Securities Limited, Pakistan

- NBP Fund Management Limited, Pakistan

- Cast-N-Link Products Limited

The subsidiary company of the Group, National Bank Modaraba Management Company Limited, Pakistan exercises control
over First National Bank Modaraba, Pakistan as its management company and also has a direct ecocnomic interest in it. The
Group has consolidated the financial statements of the modaraba as the Ultimate Halding Company.

The Group is principally engaged in commercial banking, modaraba management, brokerage, leasing, foreign currency
remittances, asset management, exchange transactions and investment advisory asset.

The holding company was incorporated in Pakistan under the Natonal Bank of Pakistan Ordinance, 1949 and is listed on
Pakistan Stock Exchange (PSX). The registered and head office of the Bank is situated at I.|. Chundrigar Road, Karachi. The
Bank is engaged in providing commercial banking and related services in Pakistan and overseas. The Bank also handles
treasury transactions for the Government of Pakistan (GoP) as an agent to the State Bank of Pakistan (SBP). The Bank
operates 1,507 (December 31, 2019: 1,509) branches in Pakistan and 21 (December 31, 2019: 21) overseas branches
(including the Export Processing Zone branch, Karachi).

CJSC Subsidiary Bank of NBP in Kazakhstan, CJSC Subsidiary Bank of NBP in Tajikistan, NBP Exchange Company Limited,
Nationat Bank Modaraba Management Company Limited are wholly owned subsidiaries of the holding company while the
controlling interest in Taurus Securities Limited is 58.32%, NBP Fund Management Limited is 54%, First National Bank
Modarba 30% and Cast-N-Link Products Limited 76.51%.

BASIS OF CONSOLIDATION

The consolidated financial statements include the financial statements of the Bank (Holding Company) and its subsidiary
companies together - "the Group".

Subsidiary companies are fully consolidated from the date on which more than 50% of voting rights are transferred to the
Group or power to control the company is established and excluded from consolidation from the date of disposal or when the
control is lost.

The assets, liabilities, income and expenses of subsidiary companies have been consolidated on a line by line basis.

Income and expenses of subsidiaries acquired during the year are inciuded in the consolidated statement of the
comprehensive income from the effective date of acguisition.

Non-Controlling interest / {minority interest} in equity of the subsidiary companies are measured at fair value for ali the
subsidiaries acquired from pericd beginning on or after January 1, 2010 whereas mincrity interest of previously acquired
subsidiaries are measured at the proportionate net assets of subsidiary companies attributable to interest which is not owned
by holding company.

Material intra-group balances and transactions have been eliminated.
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BASIS OF PRESENTATION
STATEMENT OF COMPLIANCE

These consolidated condensed interim financial staiements have been prepared in accordance with the accounting and
reporting standards as applicable in Pakistan for interim financial reporting. The accounting and reporting standards as
applicable in Pakistan for interim financial reporting comprise:

- International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International Accounting
Standards Board (IASB) as notified under the Companies Act, 2017;

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan 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 (SBP) and the Securities and Exchange Commission of Pakistan
{SECP).

Wherever the requirements of the Banking Companies Ordinance, 1982, the Ccmpanies Act, 2017, or the directives issued
by the SBP and the SECP differ with the requirements of IFRS or IFAS, the requirements of the Banking Companies
Ordinance, 1962, the Companies Act, 2017 and the said directives shall prevail,

The SBP vide BSD Circular letter No.10, dated August 26, 2002 has deferred the applicability of International Accounting
Standard 39, Financial Instruments (IAS 39): Recognition and Measurement and International Accounting Standard 40,
Investment Property for banking companies till further instructions. Moreover, SBP vide BPRD circular No.4, dated February
25, 2015 has deferred the applicability of Islamic Financial Accounting Standards IFAS 3, Profit and Loss Sharing on
Deposits. Further, according to the notification of the SECP issued vide SRO 411(1) /2008 dated April 28, 2008, International
Financial Reporting Standard IFRS 7, Financial Instruments: Disclosures has not been made applicable for banks.
Accordingly, the requirements of these standards have not been considered in the preparation of these consolidated
condensed interim financial statements. However, investments have been classified and valued in accordance with the
requirements of various circulars issued by the SBP,

The SECP vide SRO 56 (1) / 2016 dated January 28, 2016, has notified that the requirements of IFRS 10 (Consolidated
Financial Statements) and section 228 of the Companies Act, 2017 will not be applicable with respect to the investment in
mutual funds established under Trust siructure.

The disclosures made in these consolidated condensed interim financial statemants have been limited based on the format
prescribed by the SBP vide BPRD Circular No. 5, dated March 22, 2019 and International Accounting Standard 1AS 34,
Interim Financial Reporting’ and do not include all the information required in the annual financial statements. Accordingly,
these consolidated condensed interim financial statements should be read in conjunction with the annual financial
statements of the Group for the year ended December 31, 2019.

Amendments to approved accounting standards that are not effective in the current period

The following new standards and interpretations of and amendments to existing accounting standards will be effective from
the dates mentioned below against the respective standard, interpretation or amendment:

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

- IFRS 9 - Financial Instruments: Classification and Measurement January 1, 2021

- Amendments to [AS 1 Presentation of Financial Statements regarding the January 1, 2022
definition of material.

- Amendments to IFRS 3 'Buiness Combination ' - Reference to the conceptual January 1, 2022
framework
- Amendments to IAS 16 ‘Property, Plant and Equipment' - Froceeds before January 1, 2022

intended use.
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- Amendments to IAS 37 'Provisions, Contingent Liabilities and Contingent Assets' - January 1, 2022
Onerous Contracts — cost of fulfilling a contract

- Amendents to IFRS 10 Consolidated Financial Statements and IAS 28 Effective date deferred indefinitely.
Investments in Associates and Joint Ventures (2011) refating to the treatement of Adoption is still permitted.
the sale or contribution of assets from and investors to its associates or joint

Certain annual improvements have also been made to a number of IFRSs,

Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards Board {IASB)
has also issued the following standards which have not been adopted locally by the Securities and Exchange Commission of
Pakistan:

- IFRS 1 - First Time Adoption of International Financial Reporting Standards
- IFRS 17 — Insurance Contracts

IFRS @ has been applicable in several overseas jurisdictions from January 1, 2018 and is progressively being adopted in
others. The requirements of this standard are incorporated in the Bank's financial statements for the jurisdictions where IFRS
9 has been adopted. As per the SBP's BPRD Circular Letter no. 4 dated October 23, 2019, the applicability of IFRS @ to
banks in Pakistan has been deferred to accounting periods beginning on or after January 1, 2021. The impact of the
application of IFRS 9 in Pakistan on the Bank’s financial statements is being assessed.

Standards, interpretations of and amendments to approved accounting standards that are effective
The following new standards and interpretations of and amendments to existing accounting standards will be effective from
the dates mentioned below against the respective standard, interpretation or amendment:

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

- Amendments to the conceptual framework for financial reporting, including January 1, 2020
amendments to references to the conceptual framework in IFRS

- IFRS 3 - Business Combinations (Amendments) January 1, 2020

- |AS 1 - Presentation of Financial Statements (Amendments} January 1, 2020

- |AS 8 - Accounting Policies, Changes in Accounting Estimates and Errors January 1, 2020
(Amendments)

- Amendment to IFRS 16 'Leases' - Covid-19 related rent concessions January 1, 2020

In addition, there are certain new and amended standards and interpretations that are mandatory for the Group's accounting
periods beginning on or after January 1, 2020 but are considered not to be relevant or do not have any significant effect on
the Group's operations and are therefore not detailed in these consolidated condensed interim financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adapted for presentation of these consolidated condensed interim financiat statements are same as
those followed in presentation of the consolidated financial statements of the Group for the year ended December 31, 2019.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The basis for accounting estimates adopted in the preparation of this consolidated condensed interim financial infermation is
the same as that applied in the preparation of the consolidated financial statements for the year ended December 31, 2019.

FINANCIAL RISK MANAGEMENT

In order to be more responsive to the changing environment, the Group reviews/ revises its plans/ procedures to help remain
robust in line with emerging risks.
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5.2

53

54

5.5

The COVID ~ 19 pandemic has taken a toll on all economies and emerged as a contagion risk around the globe, incfuding
Pakistan. State Bank of Pakistan (SBP) has also responded to the crisis by cLiting the Policy Rate by 625 basis points to
7.00% during the period from March 2020 to June 2020. Other regulatory measures to provide an impetus to economic
activity include;

- Reduction in the capital conservation buffer by 100 basis points to 1.5%;

- Increasing the regulatory limit on extension of credit to SMEs to Rs 180 million:
- Relaxing the debt burden ratio for consumer loans from 50% to 60%;

- Allowing banks to defer borrowers' principal loan payments by one year; and

- Relaxing regulatory criteria for restructured / rescheduled loans for borrowers who require relief of principal
repayment exceeding one year and / or mark-up.

In line with regulatory measures Group has aligned its poilicies / procedures anc issued instructions. Following is the brief of
meausures taken by Group.

Credit Risk Management

The coronavirus (COVID-19) outbreak is causing widespread concern and economic hardship for consumers, businesses
and communities across the globe. It is expected that credit off-take to remain restricted in the coming months as supply
chains adjust to the economic impacts. The Risk Management function of the Group is regularly conducting
assessments of the credit portfolic to identify borrowers and sectors most likely to get affected due to changes in the
business and economic environment locally as well as globally, The Group is continuously reviewing the portfolio, to
identify accounts and industries susceptible to higher risk, resulting from the COVID-18 outbreak.

Liquidity Risk Management

The Asset and Liability Committee (ALCO) of the Bank is continuously monitoring the liquidity position and Daily Liquidity
Monitoring report is also being prepared to notice the changes in liquidity profile of the Bank. Liquidity buffer currently
maintained is sufficient to cater to any adverse movement . Moreover the recent fall in interest rate has resulted in
substantial MTM gain in Governmnet Securities portfolio, which can be realized in case of any adverse liquidity situation.

Operational Risk Management

The Group is closely monitoring the situation and has undertaken required actions to ensure the safety and security of Group
staff and maintainance of service to its customers. The Senior Management of the Group including the Covid Crises
Management Team closely monitors the situation, and is takes timely decisions to resolve any concerns.

The Group has a duly tested Business Continuity Pian (BCP) in place. The Group has communicated with its customers
on how they can connect with the Group through its digital and online channels. The Group continues fo take measures
to ensure that service levels are maintained, customer complaints are resolved and turnaround times are moniiored, in order
for the Group to meet the expectations of its stakeholders.

The Group's operations have been stayed highly resilient, almost more than 95% branches remains open to facilitate its
customers. Further, the Bank has deployed all necessary measures for the health and safety of its employees to prevent
them from this pandemic sifuation.

Information Security Risk Management

The COVID-19 pandemic poses heightened cybersecurity risks. The Group has taken appropriate actions to monitor and
respond to these evolving cybersecurity risks and adopted a heightened state of cybersecurity as transitioned employees to
remote working option, where required. The associated risks and implications posed by the pandemic have been assessed
te protect the Bank’s critical information assets from the increasing cyber threats and to ensure compliance with the
regulatory controls.

Capital Adequacy Ratio (CAR)

The Group has shown improvement in capital adequacy ratio from 15.82% to 18.93%. The main reasons include; relaxation
in Capital Conversion Buffer {CCB) requirements, and profit for the half year ended.
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6.2

6.3

(Un-audited) {Audited)

June 30, December 31,
2020 2019
1T o] (= TR — Rupees in '000 -—---avrme-
CASH AND BALANCES WITH TREASURY BANKS
in hand
l.ocal currency 51,041,147 48,684,542
Foreign currency 6,960,956 4,984,290
58,002,103 53,668,832
With State Bank of Pakistan in
Local currency current accounts 6.1 152,183,198 168,479,311
Foreign currency current accounts 6.2 10,944,234 9,116,381
Foreign currency deposit accounts 8.2 22,523,063 27,850,977
Foreign currency collection accounts 1,475,374 1,473,861
187,125,869 206,920,530
With other central banks in
Foreigh currency current accounts 6.3 37,360,958 25,994 672
Foreign currency deposit accounts 6.3 4,255,669 4,865,977
41,616,627 30,860,649
Prize bonds 168,388 1,748,079
286,912,987 283,198,090

This includes statutory liquidity reserves maintained with the SBP under Section 22 of the Banking Companies Ordinance,

1962.

These represent mandatory reserves maintained in respect of foreign currency depaosits under FE-25 scheme, as
prescribed by the SBP.

These balances pertain to the foreign branches and are held with central banks of respective couniries. These include
balances to meet the statutory and regulatory requirements in respect of liquidity and capital requirements of respective
countries. The deposit accounts carry interest at the rate of 0.C0% to 2.96% per annum (December 31, 2019: 0.00% to

(Un-audited) (Audited)

June 30, December 31,
2020 2019
Note ---mmemmeeee Rupees in '000 -weesuwsnmm-on
BALANCES WITH OTHER BANKS
In Pakistan
in current accounts 15,826 10,445
in deposit accounts 7.1 3,065,055 178,710
3,080,881 189,156
QOutside Pakistan
In current accounts 17,703,258 6,670,289
In deposit accounts 7.2 12,058,274 6,738,880
29,761,532 13,409,169
32,842,413

13,698,325
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7.2

8.1

8.2

8.3

8.4

8.5

8.6

These include various deposits with banks and carry interest at rates ranging from 2.00% to 8.00% per annum (December
31, 2019: 2.5% to 11.25% per annum).

These include various deposits with correspondent banks cutside Pakistan and carry interest at rates ranging from 0.00% to
2.96% per annum (December 31, 2019: 0% to 2.17% per annum).

{Un-audited) (Audited)

June 30, Becember 31,
2020 2019
Note  wme-—me RUPEES M '000 ~mreemmeeene
LENDINGS TO FINANCIAL INSTITUTIONS

Call / clean money lendings 8.1 3,140,800 540,800
Repurchase agreement lendings (Reverse Repo) 8.2 36,033,725 132,180,048
Bai Mugjjal receivables with State Bank of Pakistan 8.3 8,360,334 11,419,496
Letters of placement 8.4 176,150 176,150
8.5 48,711,009 144,316,494

Less: provision held against lendings to financial institutions 8.6 (176,150} (178,150}
Lendings to financial institutions - net of provision 48,534,859 144,140,344

This includes zero rate lending to a financial institution amounting to Rs. 40.8 million (December 31, 2019: Rs. 40.8 million}
which is guaranteed by the SBP.

These carry mark-up at rates ranging from 7.10 % to 8.25 % per annum (December 31, 2019: 13.00% to 13.58% per
annum) with maturities ranging from July 02, 2020 to July 20, 2020.

This represent Bai Muajjal agreement with Government of Pakistan and State Bank of Pakistan which carries profit rate
13.00% per annum. {December 31, 2019: 12,78%)

These are overdue placements and full provision has been made against these placements as at June 30, 2020.

(Un-audited) {Audited)
June 30, December 31,
2020 2019
-------------- Rupees in '000 -—rmrreeee

Particulars of lending

In locatl currency 48,711,009 144,316,494
In foreign currencies - -

48,711,009 144,316,494

Movement in provision held against lendings is as follows:

Opening balance 176,150 176,150
Charge for the period - -

Closing balance 176,150 176,150
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10.3  Advances include Rs. 170,027 million (2019: Rs. 149,377 million) which have been placed under non-performing status as detailed

below:

June 30, 2020 (Un-audited) December 31, 2019 (Audited)

Non Non
Category of Classification Performing Provision Performing Provision
Lcans Loans
Rupees in '000

Domestic
Other Assets Especiatly Mentioned 9,359,654 241,144 1,299,042 78,430
Substandard 9,435,013 2,273,774 10,292,449 2,550,709
Doubtful 8,451,546 4,188,691 6,489,076 3,207,031
Loss 97,884,539 96,405,500 89,852 808 88,647,897

125,130,752 103,109,109 107,933,375 94,484,067
Overseas

Not past due but impaired - - - .
Overdue by:

Upto 9¢ days - - - -
91 to 180 days - - - -
181 to 365 days - -
> 365 days 44,896,248 43,551,844 41,443,678 40,204,898

44,896,248 43,551,844 41,443,678 40,204,898
Total 170,027,000 146,660,953 149,377,054 134,688,966

10.4  Particulars of provision against advances

June 30, 2020 (Un-audited) December 31, 2018 {(Audited)
Specific General Tatal Specific General Totat

Rupees in '000¢

Gpening balance 134,688,966 9,005,951 143,694,817 126,959,680 7,207,106 134,176,786
Exchange adjustments 3,400,926 39,009 3,440,025 3,813,805 28,732 3,842,537
Charge for the period / year 10,135,187 6,040,825 16,176,022 11,501,956 2,018,117 13,520,073
Reversals {1,537,543) {325,346)|  (1,862,888)]  (4,730,294) {248,004) {4,878,298)
8,597,654 5,715,479 14,313,133 6,771,662 1,770,113 8,541,775
Amounts written off (26,594) - (26,594) (33,004) - (33,004)
Amounts charged off -
agriculture financing - - “ (232,480) - (232,480)
Amount charged off
international branches 10.4.4 - - - (1,776,734} - (1,776,734)
Amount charged off
international subsidiaries - - - (91,274) - (91,274)
Other adjustments - - - (220,744) - (220,744}
Other movement - - - (511,946) - (511,946)

Closing balance 146,660,953 14,760,528 161,421,481 134,688,966 9,005,951 143,894,917
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Particulars of provision against advances

June 30, 2020 (Un-audited)

Decembear 31, 2019 {Audited)

Specific General Total Specific General Total
Rupees in "000
In local currency 103,109,109 | 14,487,847 | 117,596,756 84,484,067 8,550,138 103,034,203
In foreign currancies 43,551,844 272,881 43,824,725 40,204,898 455,815 40,660,713
146,660,953 14,760,528 161,421,481 134,688,966 9,005,951 143,694,817

The Group maintains general reserve in accordance with the applicable requirements of the Prudential Reguiations for Consumer
Financing and Prudential Regulations for $mall and Medium Enlerprise Financing issued by the SBP.

The Group has also maintained general provision of Rs. 4,126 million {2019: Rs. 2,500 million) in respect of its corporate pertfolio on
prudent basis. This general provision is in addition to the requirements of Prudential Regulations.

The SBF has allowed specific relaxation to the Bank for non-classification of overdue loans of certain Public Seclor Entities (PSEs)
which are guaranteed by Government of Pakistan as non-performing loans up till December 31, 2019. Bank is following up for its

This includes fully provided loans granled outside Pakislan which are charged-off as per local regulations of the hest country.
Charging-off does not affect the Group's right to pursue recovery against these loans.

State Bank of Pakistan (‘'SBP"), vide its BPRD circular letter No. 13 of 2020, has provided regulatory relief to dampen the effects of
Covid-19 and allowed banks to offer deferral of principal component of instaliments to its borrowers for one year, provided thal the
borrower will continue to service the mark-up amount as per agreed terms & conditions.

During the period ended June 30, 2020, 63 borrowers having aggregate cutstanding expesure of Rs. 20,852 million have availad
regulatory relief extended by SBP.

{(Un-audited) (Audited)
June 30, December 31,
2020 2019
Note —-mee- Rupees in '000 «—enmeees
FIXED ASSETS
Capital work-in-progress i1 2,103,994 2,162,985
Property and equipment 52,963,721 52,756,579
55,067,715 54,919,564
Capital work-in-progress
Civil works 1,963,833 2,001,776
Equipment 15,877 15,446
Advances to suppliers and coniractors 59,634 58,372
License and implementation fee for core banking software - 40,491
Software 64,550 46,900
2,103,994 2,162,985

{Un-audited)
June 30, June 30,
2020 2019
----------- Rupees in '000 -wmemanaan

{Un-audited)

Additions to fixed assets

The following material additions have been made 0 fixed assets during the period:

Capital work-in-progress 63,802 56,504
Property and equipment
Buidling on freehoid land - 26,908
Buidling on leasehoid land 39,914 6,338
Furniture and fixlure 291,435 279,133
Computer and peripheral equipment 82,951 129,002
Electrical, office equipment 99,095 123,083
Vehicles 167,732 100,587
Assets held under finance lease - Vehicles 31,115 84,887
712,242 749,938
Total 776,044 806,442
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13.

Bisposal of fixed assets

The net book value of material fixed assets disposed off during the pericd is as follows:

Furniture and fixture

Computer and peripheral equipment
Electrical, office equipment

Vehicles

Assets held under finance lease - Vehicle
Assets held under ljarah - Machinery
Assets held under ljarah - Vehicle

Total

INTANGIBLE ASSETS

Core Banking Application
Computer Software

Goodwill on NBP Fund Acquisition
Others

Additions to intangible assets

The following additions have been made to intangible assets during the period:

Directly purchased

RIGHT-OF-USE ASSETS
The recognised right-of-use assets relate to the following types of assets:

Balance as at January 01
Additions during the pericd
Depreciation charged for the period

Balance as at

{Un-audited)
June 30,
2020

{(Un-audited)
June 30,
201¢

crvesnemen RUPEES 11 000 aememnmees

17,349 1,406
4,616 554
3,294 169
18,244 9,165
6,722 29,156
4 -
8 164
50,167 40,613
(Un-audited) (Audited)
June 30, December 31,
2020 2019
s RUPEES N "000 —meenens
512,876 506,181
562,553 562,553
- 2,032
1,075,429 1,070,766

{Un-audited)
June 30,
2020

{Un-audited)
June 30,
2018

wmemmemenee RUPEES i "D00 w-rrmermeee

105,005 390,144
{(Un-audited) {Audited)
June 30, December 31,
2020 2019

nommmmeeme= Rupees in 000 -wevsans

7,447,414 8,201,792
1,085,615 1,185,554
1,012,114 1,639,832
7,520,916 7,447,414




14.

14.1

OTHER ASSETS

Income / return / mark-up accrued in local currency - net of provision
Income / return / mark-up accrued in foreign currency

Advances, deposits, advance rent and other prepaymenis

Income tax refunds receivable and advance taxation

Compensation for delayed tax refunds

Non-banking assets acquired in satisfaction of claims

Assets acquired from Corporate and Industrial Restructuring Corporation (CIRC)
Unrealized gain on forward foreign exchange contracts

Commission receivable on Government, treasury transactions
Stationery and stamps on hand

Barter trade balances

Receivable on account of Government transactions

Receivable from Government under VHS scheme

Receivable against sale / purchase of shares

Receivable from Pakistan Stock Exchange

Receivable from mutual funds

Acceptances

Others

Less: Provision held against other assets
Other assets (net of provision)

Deficit surptus on revaluation of non-banking assets acquired in
satisfaction of claims

Other assets - {otal

Provision held against other assets

Income / mark-up accrued in local currency
Advances, deposits, advance rent and other prepayments
Stationery and stamps on hand

Barter trade balances

Receivable on account of Government transactions
Receivable from Government under VHS scheme
Protested bills

Provision against FE-25 loans

Ex-MBL / NDFC - other assets

Assets acquired from CIRC

Cthers

{Un-audited) {Audited)

June 30, December 31,
2020 2019
Note --swremmeena Rupees in '000 «-mommmmmnr
52,600,778 53,671,771
2,772,164 2,577,971
8,372,176 7,989,931
39,520,485 51,978,147
16,098,222 13,722,128
3,276,961 3,284,853
208,423 208,423
4,311,968 -
10,327,518 4,065,704
486,201 435,733
195,399 195,398
323,172 323,172
418,834 418,834
51,869 492,009
60,720 6,331
842,961 791,738
18,075,711 26,834,779
11,170,353 10,462,646
169,113,915 177,558,569
14.1 11,865,237 10,853,588
157,248,678 168,705,981
477,215 477,215
167,725,893 167,183,196
152,607 152,607
837,949 837,949
96,542 96,542
195,399 195,359
323,172 323,172
418,834 418,834
3,442,959 2,555,322
1,734,594 1,734,591
534,173 534,173
208,423 208,424
3,920,588 3,798,575
11,865,237 10,853,588




{(Un-audited)} (Audited)
June 30, December 31,
2020 2019
e RUPEES N 000 ~ermemmasies
14.1.1 Movement in provision held against other assets

Opening balance 10,853,588 8,884,661
Charge for the year / period 581,496 1,589,466
Transfer in 419,534 457,738
Adjustment of compensation claimed by SBP to SBP balances - {78,277)
Other movement 10,619 -
Closing balance 11,865,237 10,853,588

15.  BILLS PAYABLE

In Pakistan 26,781,156 19,648,708
Cutside Pakisian 625,658 218,716
27,406,814 18,667 424

186. BORROWINGS
Secured

Borrowings from State Bank of Pakistan

Under Export Refinance Scheme 3,313,000 1,908,291
Under Export Refinance Scheme (New Scheme) 24,193,051 20,687,441
Financing Scheme for Renewable Energy 284,584 236,175
Refinance Facility for Modernization of SMEs 44,654 45,000
Financing Facility for storage of Agriculture Produce (FESAP) 321,594 284,012
Under Long-Term Financing Facility (LTFF) 13,472,623 8,923,286
Refinance Scheme for Payment of Wages and Salaries 6,651 -
41,636,157 32,084,205
Repurchase agreement borrowings 219,426,878 332,063,770
Bai Muajjal 65,259,861 59,069,167

326,322,896 423,207,142

Unsecured

Cail borrowings 14,171,414 39,052,869
Overdrawn nostro accounts 8,259,094 3,467,767
Bat Muajjal - 5,029,474

22,430,508 48,550,210

348,753,404 471,757,352

16.1 Particulars of borrowings with respect to currencies

in local currency 334,982,003 432,843,644
In foreign currencies 13,771,401 38,913,708

348,753,404 471,757,352

16.2  Mark-up / interest rates and other terms are as follows:

- The Bank has entered into agreements with the SBP for extending export refinance to customers. As per the terms of the
agreement, the Bank has granted SBP the right to recover the outstanding amount from the Bank at the date of maturity
of finances by directly debiting the current account maintained by the Bank with the SBP. These borrowings carry mark-
up 3.00% (December 31, 2019: 3.00%).

- Repurchase agreement borrowings carry mark-up ranging from 7.00% to 8.00% per annum {December 31, 2019: 13.20%
to 13.32% per annum) having maturity on ranging from July 2, 2020 to July 4, 2020.
- Call borrowings carry interest ranging from 0.00% to 4.72% per annum (December 31, 2019; 1.75% te 4.00% per

16.3 Borrowings from the SBP under expost oriented projects refinance schemes of the SBP are secured by the Bank's cash and
security balances held by the SBP,

16.4 Pakistan Investment Bonds and Market Treasury Bilfs having maturity of 5-10 years and 3 months respectively, are pledged as
security under borrowing having carrying amount of Rs. 219,427 million (December 31, 2019: Rs. 332,054 million).
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18.

19.

DEPOSITS AND OTHER ACCOUNTS

Customers

Current deposits -
remunerative

Current deposits - non-
remunerative

Savings deposits

Term deposits

Others

Financial institutions
Current deposits
Savings deposits
Term deposits

Others

June 30, 2020 {Un-audited)

December 31, 2019 (Audited)

In Local In Form‘gn Total In Local In Foregn Total
Currency currencies Currency cugrencies
Rupees in '000

395,065,598 - 395,065,598 320,884,110 - 320,884,110
456,268,406 132,062,880 588,331,286 387,189,069 139,244 567 526,433,638
589,091,603 62,740,960 651,832,563 533,399,568 52,502,297 585,001,865
260,713,075 89,427,907 350,140,882 285,063,204 75,448,185 360,511,389
17,016,043 3,958 17,020,001 4,970,352 3,824 4.974,276
1,718,154,725 284,235,705  2,002,390,430 1,531,506,303 267,198,973 1,798,705,276
304,084,128 1,807,733 305,891,861 357,457,518 375,807 357,833,325
3,200,127 - 3,200,127 4,405,416 2,911,091 7,316,507
18,221,730 7,980,517 26,202,247 21,655,082 5,638,426 27,293,508
1,440,676 314,046 1,754,722 6,549 217 286,740 6,835,957
326,946,661 10,102,296 337,048,957 390,067,233 9,212,064 399,279,297
2,045,101,386 294,338,001  2,339,439,387 1,921,573,536 276,411,037 2,197,984,573

Foreign currencies deposits includes deposit of foreign branches amounting to Rs. 81,360 million (December 31, 2019: Rs. 85,488

million).

LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

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

Over five years

June 30, 2020 (Un-audited)

December 31, 2019 {Audited)

Minimum Financial Principal Minimum Financial Principal
[ease charges for outstanding leage charges for outstanding
payments future periods paymenis future periods
Rupees in '000
81,715 18,083 63,632 74,023 17,757 56,266
135,699 9,878 125,821 161,479 13,342 138,137
217,414 27,961 189,453 225502 31,099 194,403

The Group has entered info lease agreements with various financial institutions for lease of vehicles. Lease rentals are payable in
monthly instalments. Financial charges included in lease rentals are determined on the basis of discount factors applied at the rates
ranging from 6M KIBOR + 1.75% per annum (December 31, 2019: 6M KIBOR + 1.75% to 6M KIBOR + 3.5% per annum). At the end

of lease term, the Group has cption to acquire the assets, subject to adjustment of security deposits.

LEASE LIABILITIES AGAINST RIGHT-OF-USE ASSETS

Lease liabilities included in the staternent of financial position

Of which are:
Current lzase liability

Non-current lease liability

Maturity analysis - contractual undiscounted cash flows

Less than one year
One to five years
More than five years

Total undiscounted lease liabilities

{Un-audited)
June 30,
2020

{Audited)
December 31,
2018

Rupees in '000 r-ememeuea-

8,285,038 7,831,350
1,485,805 1,339,898
6,799,233 6,491,452
8,285,038 7,831,350
2,811,964 2,097,191
8,107,035 6,753,791
10,488,272 6,652,960
21,407,271 15,503,942
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DEFERRED TAX LIABILITIES
Deductible Temporary Differences on

- Tax losses carried forward

- Post retirement employee benefits

- Provision for diminution in the value of investments
- Provision against loans and advances

- Provision against off-balance sheet obligations

- Other provisions

- Others

Taxable Temporary Differences on

- Surplus on revaluation of fixed assets

- Surplus on revajuation of investments

- Surplus an revaluation of non-banking assets

- Excess of accounting book value of leased assets over lease liabilities
- Other

OTHER LIABILITIES

Mark-up / Return / Interest payable in lccal currency
Mark-up / Return / Interest payable in foreign currencies
Unearned commission and income on bills discounted
Accrued expenses
Advance payments
Acceptances
Unclaimed dividends
Unrealized loss on forward foreign exchange contracts
Unrealized loss on put option
Branch adjusiment account
Employee benefits:

Pension fund

Post retirement medical benefits

Benevolent fund

Gratuity scheme

Compensated absences
Staff welfare fund
Liabilities relating to Barter trade agreements
Provision against off-balance sheet obligations
Provision against contingencies
Payable to brokers
Payable to customers
PIBs short selling
Others

{Un-audited)
June 30,
2020

............ Rupees in '000

(Audited)

December 31,

2019

{10,705) {10,705
{4,274,209) (3,905,148)
(236,751) (236,751)
(6,148,251) (2,625,495)
{115,222) (115,222)
(105,416) (105,416)
(3,827) (3,827)
{10,894,381) (7,002,564)
1,676,087 1,695,407
19,902,960 13,816,519
41,439 41,4390
8,003 3,720

- 2,314,832
21,628,489 17,871,917
10,734,108 10,869,353
54,094,861 57,027,903
403,526 439,959
2,255,940 3,058,753
21,887,987 19,037,792
428,063 430,377
18,075,711 26,934,779
186,230 186,668

. 4,358,883
306,339 306,339
689,495 926,311
15,389,909 14,785,647
19,253,925 18,333,947
2,156,169 1,749,006
2,644,332 2,403,018
8,530,839 8,344,182
371,257 371,257
2,273,703 5,539,436
627,494 627,494
4,760,305 4,629,645
23,717 38,667
229,821 158,180

- 256,284
16,915,310 14,688,731
171,504,933 184,633,258
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23.

23.1

23.2

23.21

SURPLUS ON REVALUATION OF ASSETS

Surplus / (deficit) on revaluation of

- Available for sale securities

- Fixed Assets

- Non-banking assets

- On securities of associates and joint venture

Deferred tax on surplus / (deficit) on revaluation of:
- Available for sale securities

- Fixed Assets
- Non-banking assets

CONTINGENCIES AND COMMITMENTS
Guarantees

Commitments
Other contingent liabilities

Guarantees:

Financial guarantees
Performance guarantees

Comimitments:

Documentary credits and short-term trade-related transactions

- letters of credit

Commitments in respect of:

- forward foreign exchange contracts
- forward government securities transactions

Commitments for acquisition of:

- operating fixed assets

Other commitments

Commitments in respect of forward foreign exchange contracts

Purchase
Sale

9.1

23.1
23.2
23.3

23.2.1
23.2.2

2323

(Un-audited)
June 30,
2020

Rupees in '000

(Audited)
December 31,
2018

56,876,475 39,455,572
45,547,573 45,096,875
2,539,695 2,539,695
(447,096) (385,602)
104,516,646 86,706,540
(19,902,960) (13,616,519)
(2,464,483) (2,489,995)
{41,439) (41,439)
{22,408,882) (16,347,953)
82,107,764 70,358,587
198,114,371 161,579,745
1,577,215,244  1,761,652,119
36,767,692 30,664,297

1,812,097,307

1,953,896,161

135,032,948 101,841,274
63,081,422 59,738,471
198,114,371 161,679,745
1,028,490,428 937,616,635
479,450,824 801,290,548
68,579,065 22,164,581
681,427 566,855
13,500 13,500

1,577,215,244

1,761,652,119

322,083,444 478,842,756
157,367,380 322,447,792
479,450,824 801,290,548

Commitments for outstanding forward foreign exchange contracts are disclosed in these consolidated condensed interim
financial statements at contracted rates. Commitments denomirated in foreign currencies are expressed in rupee terms at

the rates of exchange prevailing at the statement of financial position date.




23.2.2

23.2.3

23.3

23.3.1

23.3.2

{Un-audited} (Audited)
June 30, December 31,
2020 2019
------------- Rupees in '000 «eemeemeeeee
Commitments in respect of forward government securities transactions

Purchase 511,600 256,814
Sale 68,067,465 21,907,767
68,579,085 22,164,581

Commitments for outstanding forward government securities transactions are disclosed in these consolidated condensed
interim financial statements at contracted rates.

(Un-audited) {Audited)
June 30, December 31,
2020 2019

ceemenmenees RUPEES i '000 —eremmememn

Professional services to be received 13,500 13,500

Cther contingent liabilities

Claim against the Group not acknowledged as debt 36,767,692 30,664,297

Claims against the Bank not acknowledged as debts including claims relating to former Mehran Bank Limited amounting to
Rs. 1,697 million {December 31, 2018: Rs. 1,597 million).

Taxation
The current status of tax contingencies for the period ended June 30, 2020 is given below:

a) Tax returns of the Bank have been filed up to tax year 2019 and amended by tax authorities up to tax year 2018. Tax
year 2019 has been selected for tax audit under section 177 of the Income Tax Ordinance, 2001 in July 2020 which is
on-going. For Azad Kashmir and Gilgit Baltistan branches no amendment to returns filed under section 120 of the
Ordinance has been made, hence returns filed are deemed assessments for all the years till tax year 2019.

b)  The matters under tax contingencies include interest credited to suspense account, allocation of common expenditure
between taxable income and exempt / low tax rate income, reversal of bad debts expense, reversal of provisions of
non-performing loans, provisions for diminution in value of investment. Surplus on revaluation of Available for Sale
Securities disclosed in the Statement of Comprehensive Income has been taxed in respect of tax year 2013 during the
year which issue was decided by the learned Commissioner Appeals against the Bank, without considering that
double taxation of same may occur when gain or loss would be reported in Profit & Loss account on realization stage.
Miscellaneous Application before CIR(A} as well as appeal before Appellate Tribunal have been filed by Bank. The
aggregate effect of contingencies as on June 30, 2020, ircluding amount of Rs. 845.97 million (December 31, 2019:
Rs. 183.455 million) in respect of indirect tax issues, amounts to Rs. 18.629 billion {December 31, 2019: Rs. 18.166
billion). No provision has been made against these contingencies, based on the opinion of tax consultants of the
Bank, who expect favorable outcome upon decisicns of pending appeals.

c) Sindh High Court had quashed the show-cause notices issued in previous round in 2013 for passing orders for tax
years 2006 and 2007 under section 161 of the Ordinance on the grounds that these were time-barred in terms of
section 174(3) of the Ordinance. Supreme Court on Department’s appeal has subsequently allowed taxation officer to
initiate proceedings through fresh notices, subject to certain directions. Orders are recently passed by taxation officer
for tax years 2006 and 2007 on June 30, 2020, treating the Bank as taxpayer-in-default and raising tax demands of
Rs. 1,032,176,800 and Rs. 1,394,718,100 respectively. Bank has filed appeals before CIR(A) primarily on the grounds
that Supreme Court's instructions have been blatantly ignored as cogent reasons for late proceedings were not given
and neither amount of tax default nor names of parties were disclosed in the show-cause notices or the orders. The
orders are 2(so assailed for being passed in quite arbitrary manner and various legal and factual mistakes are made

Sindh High Court through interim order has instructed the taxation officer not to take any coercive measures.

Bank's tax advisors expect a favourable decision on this issue from appellate fora.



d) The Bank has filed an Appeal before the Appeliate Tribunal, Sindh Revenue Board against the Order passed by
Commissioner (Appeals) Sindh Revenue Board confirming the levy of Sindh Sales Tax on the services provided by
the Bank to State Bank of Pakisian for the tax periods January 2015 to March 2015 amounting to Rs.76,767,487/- and
the rate differential amount of Rs. 11,986,935/- for the tax periods January 2014 to December 2014 aggregating to Rs.
88,754,422 along with the penalties and default surcharge thereon. It is pertinent to mention that the aforesaid
differential amount has already been paid by availing the tax amnesty in 2019. Further, no provision has been made
for the amount relating to State Bank of Pakistan in these consolidated financial statements based on the opinion of
Tax Gonsultants of the Bank who expect favorable outcome upon decision of filed Appeal.

e} The Bank filed an Appeal before the Honorable Appellate Tribunal, PRA in terms of Section 66 of the Act read with the
Punjab Sales Tax on Services (Adjudication and Appeals) Rules, 2012 against the Order passed by the
Commissioner HQ, Punjab Revenue Authority u/s 52 of the Punjab Sales Tax on Services Acl, 2012 (the Act)
regarding Non withholding of Punjab Sales Tax on Services for the Tax Periods from January-2016 to December -
2016 wherein the principal demand of Rs 385,784,598/- was raised.

The Honorable Appellate Tribunal, PRA accepted the appeal and set aside the impugned Order passed by the
Commissioner HQ, PRA. No correspondence has been received till date,

23.3.3 Contingencies in respect of employees benefits and related matters

The current status of these contingencies is same as disclosed in the annual financial statements of the Group for the year
ended December 31, 2018, except for the below mentioned updates.

23.3.4.1 Pensionary benefits to retired employees

This has been explained in note 26.3.3.1 to the financial statement of the year ended December 31, 2018. Subsequently,
the hearing of the pension case was fixed on March 12, 202C, however the same was adjourned as the counse! for both
paities submitted to the Supreme Court of Pakistan ("SCP') that it would be more appropriate if the hearing, of the present
case, can be amanged at Karachi. The request of the legal counsels was approved and the case was fixed for the last
week of March in Karachi; however, due to the pandemic caused by the Covid-19, the hearing was again adjourned with no
further date given. The management’s estimate of overall increase in pension liability, based on the independent actuarial
firm report for the year ended December 31, 2019 amounted to Rs. 70.6 billion ( 2019: 67.1 billion), excluding any penal
interest / profit payment (if any) due to delayed payment. FLrther, the pension expense for year 2020 onward will also
increase by Rs. 7.0 billion due to this decision, Based on tre opinion of legal counsel, no provision for any additional
pension liabitity has been considered made in these consclidated interim financial statements for the above mentionad
amount as the Bank is confident about the favorable outcome of the matter.

23.3.4.2 Post retirement medical facilities
The current status of these contingencies is same as discfosec in the annual financial statements of the Group for the year
ended December 31, 2019.

23.3.4.3 Restoration of Commuted Pension

The current status of these contingencies is same as disclosec in the annual financial statements of the Group for the year
ended December 31, 2019.

23.3.4.4 Regularizing the temporary hires / workers deployed by Service provider companies under outsourcing
arrangements
The current status of these contingencies is same as disclosed in the annual financial statements of the Bank for the year
ended December 31, 2019.

23.3.4.5 Golden Handshake (GHS)

The current status of these contingencies is same as disclosed in the annual financial statements of the Group for the year
ended December 31, 2019.



23.3.4.6 Litigation related to management trainee program

This has been explained in note 26.3.3.8 to the financial statement of the year ended December 31, 2019. Subsequently,
the matter of out of court settfements has successfully been executed with many Non-MTO employees (‘pefitioners’) and
accordingly compromise agreements (‘the agreement’), offering waiver of loans, increase in basic salaries and provision of
other allowances, were signed with those petitioners who have withdrawn their cases against the Bank. Further, the Bank
has carried out an assessment to ascertain the financial implications of the case with respect to non-petitioners and
accordingly, they were also encouraged to enter inlo a similar agreement with Bank. The management is in the process of
negotiation and is confident to undertake the agreement with ~emaining petitioners and non-petitioners. Furthermore, with

respect to ongoing litigation, the management has reflected any potential impact it may have in an appropriate manner in
these consolidated condensed interim financial statements.

23.3.4.7 Foreign Exchange repatriation case

The current status of these contingencies is same as disclosed in the annual financial statements of the Group for the year
ended December 31, 2019.

23.3.4.8 Compliance and risk matters relating to anti-money laundering

The current status of these contingencies is same as disclosed in the annual financial statements of the Group for the year
ended December 31, 2019.



{Un-audited) (Un-audited)
Half year ended Half year ended
June 30, 2020  June 30, 2019

Note wmmmrrerreman RUPEES N "000 —ereamnmuan
24, MARK-UP/RETURN/INTEREST EARNED
Loans and advances 57,675,817 48,501,242
Investments 85,476,981 44,459,427
On securities purchased under resale agreements 1,479,838 3,928,865
Balances with other banks 860,962 897,385
145,393,598 97,786,919
25.  MARK-UP/RETURN/INTEREST EXPENSED
Deposits 61,487,352 47,129,327
Borrowings 4,604,262 2,962,062
Cost of foreign currency swaps against foreign currency deposits 4,514,336 2,318,315
Firance charge on lease liability against right of use assets 389,616 350,903
Securities sold under repurchase agreements 25,812,319 9,354,552
96,807,886 62,115,159
26, FEE AND COMMISSION INCONE
Branch banking customer fees 603,624 805,868
Consumer finance related fees 298,215 403,967
Card related fees 538,743 341,240
Credit related fees 87,767 135,075
Investment banking fees 115,417 347,621
Commission on trade 1,334,523 1,684,573
Commission on guaraniees 253,018 248,162
Commission on cash management 1,810 9,804
Commission on remittances including home remittances 428,431 928,216
Commission on bancassurance 93,815 210,253
Commission cn government transactions 4,894,601 4,625,176
Management fee and sale load 523,232 673,964
Brokerage income 47,544 36,011
Cthers 92,978 115,073
9,313,718 10,865,043
27.  GAIN ON SECURITIES - NET
Realised 271 3,280,468 367,425
Unrealized - held-for-trading 8.1 48,399 (13.599)
3,328,867 353,526
271 Realised gain on;
Federal Government Securities 2,570,855 206,969
Shares and mutual funds 290,171 131,993
ljarah Sukuks - 28,463
Foreign Securities 419,442 -
3,280,468 367,425
28. OTHERINCOME
Rent on properly 5,494 16,743
Gain on sale of fixed assets - net 29,117 18,120
Postal, SWIFT and other charges recoverad - 32,248
Compensation for delayed tax refunds 28.1 2,376,094 2,698,910
Remittances expense reimbused by SBP 112,861 -
Digital infrastructure support income - 33,729
Others 20,637 17.684
2,544,203 2,817,432

28.1 This represents compensation on delayed refunds determined under Seclion 171 of Income Tax Ordinance 2001.



29,

30.

OPERATING EXPENSES

Total compensation expense

Property expense

Rent and taxes

Insurance

Utilities cost

Security (including guards)

Repair and mainlenance (including janitorial charges)
Depreciation

Depreciation on non banking assets

Depreciation on ljarah assets

Depreciation on right of use assets

information technology expenses

Software maintenanca
Hardware mainienance
Depreciation
Amortization

Network charges

Other operating expenses

Directors’ fees and reimbursement of other expenses
Directors' fees and allowances - subsidaries
Fees and allowances to Shariah Board
L.egal and professionat charges

Quisourced services costs

Travelling and conveyance

NIFT elearing charges

Depregiation

Training and development

Postage and courier charges
Communication

Stationery and printing

Marketing, advertisement and publicity
Oonations

Contributions for other Corporate and Social Responsibility
Auditors' Remuneration

Financial charges on leased assets
Insurance

Entertainment

Clearing, verification, license fee charges
Vehicle Expenses

Repairs and maintenance

Brokerage

Deposit premium expense

Others

OTHER CHARGES

Penalties imposed by State Bank of Pakistan
Penalties imposed by other regulatory bodies (Central bank of international branches)

Penalties imposed by other regulatory bodies (Regulators of subsidiaries)

{Un-audited) (Un-audited)
Half year ended Half year ended
June 30,2020  June 30, 2019

R AU | o =TT 00114 [ S—

19,984,837 18,964,978
143,393 650,759
20,928 25,917
514,725 450,469
1,348,496 1,087,162
552,534 400,104
214,202 221,012
7,892 14,788
49,107 91,168
1,012,114 942 493
3,863,390 3,883,002
526,513 499,719
8,213 49,451
116,727 170,258
106,905 182,165
195,914 225,897
954,273 1,127,489
22,459 16,026
3,795 3,605
4,442 4,678
343,204 319,502
384,487 358,158
220,297 368,664
69,518 65,861
889,445 771,580
29,265 58,605
129,627 91,116
156,030 156,108
512,170 340,124
80,117 124,757
100 .
85,447 10,203
253,705 144,030
20,243 21,095
365,054 357,771
117,812 149,160
173,707 132,242
81,717 74,217
147,834 234,456
46,682 34,548
687,318 619,920
246,589 213,714
5,071,064 4,668,139
29,873,564 28,645,509
293,155 90,135
83 1,036
1,214 2,203
204,452 93,374




.

32.

33

34,

35,

35.1

{(Un-audited) {Un-audited)
Half year ended Half year ended
June 30, 2020 June 30, 2019

Note sammemeemee- RUpEES in '000 «oereamennes
PROVISIONS & WRITE OFFS - NET
Provisiens for diminution in value of investments 9.2 648,661 2,149,798
Provisions against loans and advances 104 14,313,133 2,746,371
Provision against other assels 619,664 363,515
15,581,459 5,259,684
TAXATION
Current 12,383,820 8,942,604
Pricr years - 1,056,841
Deferred (5,904,464) (638,053)
6,479,356 9,361,392

(Un-audited) {Un-audited)
Half year ended Half year ended
June 30, 2020  June 30, 2019
EARNINGS PER SHARE - BASIC AND DILUTED

Profit for the period (Rupees in 000's) 15,066,590 11,352,984
Weighted average number of ordinary shares (000's) 2,127,513 2,127,513
Earnings per share - basic and diluted (Rupees) 7.08 5.34

{Un-audited) (Un-audited)
Half year ended Half year ended
June 30, 2020 June 30, 2019
mmamaeneee RUPEES 0 000 wevonenmannn
CASH AND CASH EQUIVALENT

Cash and balances with treasury banks 286,912,987 352,248,449
Balances with other banks 32,842,413 21,505,430
Call money lendings 3,140,800 1,040,800
Call money borrowings {14,171,414) {64,559,165)
Qverdrawn nostro (8,259,094} {4,430,305)

300,465,692 306,805,209

FAIR VALUE MEASUREMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on guoted market price. Quoted
instruments classified as held to maturity are carried at cost. The fair value cf unquoted equily securities, other than investments in
associates and subsidiaries, is determined on the basis of the break-up vzlue of these investments as per their latest available
audited financial statements.

The fair value of unquoted debt securities, fixed term loans, other assets, other liabilities, fixed term depasits and borrowings cannot
be calculated with sufficient reliability due to the absence of a current and active market for these assets and liabilities and reliable
data regarding market rates for similar instruments.

Fair vaiue of financial assets

The Group 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 guoted prices (unadjusted) in active markets for identical assets or liabilities.

L.evel 2: Fair value measurements using inputs other than quoted prices inciuded within Level 1 that are cbservable for the assets
or liability, either directly (i.e. as prices) or indirectly {i.e. derived from prices).

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



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

June 30, 2020 {Un-audited)

Carrying Value Level 1 Level 2 Level 3 Total
On balance sheet financial instruments Rupees in '000
Financial assets - measured at fair value
Investments
Market Treasury Bilis 727,558,805 B 727,559,805 - 727,659,805
Pakistan Invesiment Bonds 454,331,533 . 454,331,533 - 454,331,533
ljarah Sukuks 6,059,980 - 6,059,980 - 6,059,980
Ordinary shares of listed companies 39,664,874 39,664,874 - - 39,664,874
Investment In mutual funds 1,883,372 - 1,893,372 - 1,893,372
Preference shares 30,600 30,600 - - 30,600
Term Finance Certificates / Musharika
and Sukuk Bonds 52,974,703 - 52,974,703 - 52,874,703
GoP Foreign Currency Bonds 14,822,621 - 14,822,621 - 14,822,621
Foreign Government Securities 3,415,046 - 3,415,046 3,415,046
Foreign Currency Debt Securities 852,208 - 852,208 - 852,208
Ordinary shares of a bank outside Pakistan 15,356,461 15,356,461 - - 15,356,461
1,316,961,203 55,051,935 1,261,909,268 - 1,316,961,202

Financial assets - disclosed but not measured at fair value

Cash and bafances with freasury banks 286,912,987 - - - -
Batances with other banks 32,842,413 - - - -
Lendings to financial institutions 48,534,859 - - B -
Investments

Ordinary shares of unlisted companies 1,593,609 - - - -
Market Treasury Bills 122,071,166 - - - -
Pakistan 'nvestment Bonds 167,008,427 - - - -
Debentures, Bonds, Sukuks, Participation Term -
Certificates and Term Finance Certificates 45,839 - - - w
GoP Foreign Currengy Bonds 1,655 - - - .
Foreign Government Securities 32,608,288 - - - -
Foreign Currency Debt Securities 650 - - - -
Advances 936,049,628 - - - .
Qther Assets 96,425,309 - - - R
1,724,084,818 - - - b

3,041,056,021 55,051,935 1,261,909,268 - 1,316,961,202

Off-balance sheet financial instruments - measured at fair value

Foreign exchange centracts purchase and sale 479,450,824 - 4,311,697 - 4,311,697
Forward government securities transaciions 68,579,065 - 1,718,396 - 1,718,396
December 31, 2019 (Audited)
Carrying Value tevel 1 Level 2 Level 3 Total

On balance sheet financial instruments Rugees in '000

Financial assets - measured at fair value

Investments
Market Traasury Bills 621,887,531 - 621,887,531 - 621,887,531
Pakistan Investment Bonds 320,418,686 - 329,418,685 - 329,418,686
ljarah Sukuks 2,050,099 - 2,050,099 - 2,050,099
Ordinary shares of listed companies 41,983,147 41,983,147 - - 41,883,147
Investments in mutual funds 2,144,783 - 2,144,783 - 2,144,783
Preference shares 79,388 356,956 - 43,432 79,388
Term Finance Certificates / Musharika and Sukuk Bonds 56,252,659 9,204,193 47,048,466 - §6,252,65%
GoP Foreign Currency Bonds 22,476,530 - 22,476,530 - 22,476,530
Foreign Government Securities 4,645,071 - 4,646,071 - 4,646,071
Foreign Currency Debt Securities 1422271 - 1,422,271 - 1,422,271
Qrdinary shares of a bank outside Pakistan 18,831,756 18,831,756 - - 18,831,756

1.101,182,921 70,055,052 1,031,004,437 43,432 1,101,1892,921



356.2

December 31, 2019 (Audited)

Casrying Value Level 1 Level 2 Level 3 Total
Rupees in 000
Financial assets - disclosed but not measured at fair value
Cash and balances with treasury banks 293,198,090 - - -
Balances with other banks 13,598,325 - - -
Lending to financial instruments 144,140,344 - -
Investments
Market Treasury Bills 114,155,000 - - -
Pakistan Investment Bonds 184,864,103 - - -
Ordinary shares of unlisted companies 1,563,609 - - -
Debeniures, Bonds, Sukuks, Participation Term
Certificates and Term Finance Cerlificates 9,573 - - -
GaP Foreign Currency Bonds 4,087,591 - - .
Foreign Government Securities 30,231,741 - - -
Foreign Currency Bebt Securities 596 - - -
Advances 1,008,398,612 - - -
Other assets 95,538,678 - - -
1,889,817,271 - - - -
2,991,010,162 70,065,052 1,031,094,437 43,432 1,101,192,821
Off-balance sheet financial instruments - measured at fair value
Foreign exchange coentracis purchase and sale 801,280,548 - (4,358,883) (4,358,883}
Forward government securities transactions 22,164,581 - 107,348 107,348

Valuation techniques used in determination of fair valuation of financial instruments within leve! 2 and level 3

Item

Market Treasury Bills

Pakistan Investment Bonds

tiarah Sukuks

Ordinary shares of unlisted companies

Mutual Funds

Term Finance Certificates / Musharika and Sukuk Bonds
GoP Foreign Currency Bonds

Foreign Government Securities

Foreign Currency Debt Securities

Falr value of non-financial assets

Valuation approach and input used

PKRVY (MUFAP)
PKRV (MUFAP)
MUFAP

Breakup value as per latest available audited financial statements

MUFAP
MUFAP
Reuter page
Reuter page
Reuter page

Information about the fair value hierarchy of Bank's non-financial assets as at the end of the reporting period are as follows:

June 30, 2020 {(Un-audited)

Land & building {property and equipment)
Non-banking assets acquired in satisfaction of claims

Land & building (property and equipment)
Non-banking assets acquired in satisfaction of claims

Carrying Value Level 1 Level 2 Level 3 Total
Rupees in '000
49,613,366 - 49,613,366 49,613,366
3,276,961 - 3,276,961 3,276,961
52,890,327 - 52,820,327 52,890,327
December 31, 2019 (Audited)
Carrying Value Level 1 Levet 2 Level 3 Total
Rupees in '000
48,575,943 - 48,575,943 48,575,943
3,284,853 - 3,284,853 3,284,853
51,860,796 - 51,860,796 51,860,786
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CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

(Un-audited) {Audited)
June 30, December 31,
2020 2018

Minimum Capital Requirement

Paid-up capital

Capital Adequacy Ratio

Eligible Common Equity Tier 1 Capital
Eligible Additional Tier 1 Capital

Total Eligible Tier 1 Capital

Eligible Tier 2 Capital

Total Eligible Capital (Tier 1 + Tier 2)

Risk Weighted Assets
Credit Risk

Market Risk
Operaticnal Risk
Total

Common Equity Tier 1 Capital Adequacy ratio
Tier 1 Capital Adequacy Ratio
Total Capital Adequacy Ratio

Leverage Ratio

Tier-1 Capital
Total Exposures

Leverage Ratio

Liquidity Coverage Ratio

Total High Quality Liquid Assets
Total Net Cash Qutflow
Liquidity Coverage Ratic

Net Stable Funding Ratio
Total Available Stable Funding

Total Required Stable Funding
Net Stable Funding Ratio

182,651,602 168,001,436
161,476,867 146,628,152
161,476,867 146,628,152

50,921,379 41,295 951
212,398,246 187,924,103
858,027,112 918,174,576

87,220,232 93,146,479
176,625,691 176,625,691

1,121,873,036

1,187,946,746

14.39% 12.34%
14.39% 12.34%
18.93% 15.82%
161,476,867 146,628,152
4,457,538,979 4,260,315,310
3.62% 3.44%
1,051,743,289 890,965,256
629,368,636 603,741,462
167% 148%

2,218,841,763
985,289,614

2,040,913,906
875,207,068

225%

233%




39. ISLAMIC BANKING BUSINESS

The bank is operating 188 {December 31, 2019: 190} [slamic banking branches and no lslamic banking windows at the half
year ended June 30, 2020,

{Un-audited) (Audited)

June 30, December 31,
2020 2019
Note  ——-wrmeemw Rupees in '000 --eeemee

ASSETS
Cash and balances with treasury banks 6,859,898 4,405,856
Balances with other banks 3,006,299 5,841
Due from financial institutions 391 9,360,334 11,419,496
nvestments 39.2 24,829,253 19,416,280
Islamic financing and related assets - net 39.3 32,337,218 33,880,482
Fixed assets 155,356 174,862
Right of use assets 817,138 861,049
Other assets 7,602,607 5,888,864
Total Assets 84,968,101 76,052,730
LIABILITIES
Bills payable 314,043 256,804
Deposits and other accounts 39.4 75,091,860 63,285,898
Lease liability against right of use assets 947,431 943,375
Due to Head Office 72,117 2,784,801
Ofther liabiiities 3,112,337 3,767,018

79,537,788 71,037,894
NET ASSETS 5,430,313 5,014,836
REPRESENTED BY
Isfamic Banking Fund 3,360,000 2,200,000
Reserves - -
Surplus on revaluation of assets 678,669 775,696
Unappropriated / unremitted profit 39.5 1,391,644 2,039,140

5,430,313 5,014,836

The profit and loss account of the Bank's Islamic banking branches for the half year ended June 30, 2020 is as follows:

(Un-audited)  (Un-audited)
Half year ended Half year ended
June 30, 2020 June 30, 2019
----------- Rupees in '000 -—oueeemv

Profit / return earned 396 4,383,147 3,004,267
Profit / return expensed 38.7 2,002,606 1,514,015
Net Profit / return 2,380,541 1,490,252
Other income
Fee and commission income 198,966 177,711
Foreign exchange income 38,760 18,331
Other income 708 3,773
Total other income 236,434 199,815
Total Income 2,616,975 1,690,067
Other expenses
Operating expenses 1,123,947 1,172,000
Other charges 1,605 202
1,125,552 1,172,202
Profit before provisions 1,491,423 517,865
Provisions charge / (reversal) and write offs - net 99,779 (75,049)
Profit before taxation 1,391,644 592,014
Taxation

Profit after taxation 1,391,644 502,914
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39.4

39.5

Deposits

Customers
Current deposits
Savings deposits
Term deposits

Financial Institutions
Current deposits
Savings deposits
Term deposits

Unappropriated/ Unremitted profit / (loss)

Opening Balance
Add: Islamic banking profit / (loss) for the period

Less: Transferred / remitted to head office
Closing balance

{Un-audited)

June 30,
2020

Rupees in 000

{Audited)
December 31,

2019

24,920,440 20,550,756
30,272,532 22,671,179
13,680,005 12,720,085
68,872,977 55,942,020
827,838 815,386
1,591,045 3,028,490
3,800,000 3,500,000
6,218,883 7,343,876
75,091,860 63,285,896
2,039,140 (57,150)
1,391,644 2,039,140
(2,039,140} 57,150
1,391,644 2,039,140

{Un-audited) (Un-audited)
Half year ended Half year ended
June 30, 2020 June 30, 2019
----------- Rupees in '000 ----nouems

39.6 Profit/ return earned

Profit earned on:

Financing 2,342,843 1,417,256
nvestments 1,401,918 1,090,921
Placements 5,380 6,612
Others {Bai Muajjal) 633,006 489,478

4,383,147 3,004,267

39.7  Profit/ return expensed

Deposits and other accounts 1,746,341 1,192,203
Finance charge on right of use assets 47,676 45 444
Others (General Account) 208,589 276,368

2,002,606 1,514.015




40, GENERAL
40.1  Figures have been rounded off to the nearest thousand rupees.
41.  DATE OF AUTHORIZATION FOR ISSUE

The consolidated condensed interim financial statements were authorized for issue on September 1, 2020 by the Board of
Directors of the Bank.
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