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VISION

“To be a customer focused bank with
service excellence., ,

MISSION

‘ ‘ To exceed the expectation of our stakeholders by leveraging our
relationship with the Government of Punjab and delivering a
complete range of professional solutions with a focus on
programme driven products and services in the agriculture and
middle tier markets through a motivated team. , ,
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OUR SROFITABILITY  EXCELLENCE INTEGRITY

CUSTOMERS

' ‘ RESPECT

CORPORATE
SOCIAL
RESPONSIBILITY

RECOGNITION
AND REWARD

GORE

VALUES

OUR CUSTOMERS RECOGNITION AND
REWARD

as our first priority

for the talented and high
performing employees
PROFITABILITY

EXCELLENCE

for the prosperity of our
stakeholders that allows us in everything we do
to constantly invest,

improve and succeed INTEGRITY

CORPORATE SOCIAL in all our dealings
RESPONSIBILITY
RESPECT

to enrich the lives of
community where we
operate

for our customers and each
other
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MANAGEMENT

Khalid S. Tirmizey
Acting President / CEO

[[[3 BOP | ANNUAL REPORT 2018



Taimur Afzal
Group Head Human Resource

Nadeem Amir ljaz ur Rehman Qureshi
Chief Financial Officer Group Head Operations

Ahmed Shah Durrani
Group Head Retail Banking,
SME & Payment Services

Asim Jahangir Seth Ahsan Ashraf
Head Wholesale Banking (Central) Head IB & Wholesale Banking South

Salman Shah
Head Retail Finance & ACD

Khawar S. Ansari Omer Igbal Sheikh
Group Head Treasury & Fls Head Islamic Banking

ANNUAL REPORT 2018 | BOP




Sahibzada Rafat Rauf Ars\a_ﬂ Iqba_\
Group Head SAM & Legal Chief Risk Officer

Imtiaz Sheikh Khalid Munir Asad Ullah Khan
Chief Information Officer Head Compliance & Internal Head Audit & RAR
Control

Aalya Mawaz Col (R) Tenwir ul Hassan
Head Corporate Communication & QA Head Administrative Support

'] BOP | ANNUAL REPORT 2018




~ The new wa;,r o ba ik EDF' Hc-l:uIE R

- makes banking truly. mnﬁile#e@g iy

S TRANSFER FUNDS) PA‘f.EaLL-E i
H'GE-'ILE T":-"P"!':JU PE“JI ! ,:-..: _:-_ "'l'l“II
& domuch more. All m'r-tht -gﬂ - ,‘
wherever, whenaver!! i

L -



Credit Rating

NYETE l_?u!"!'-'i!:.

L

Ly ey

Short Term Ranng -

CREDIT RATING

Entity Ratings by PACRA
Long Term: AA
Short Term: A1+

Rating Definition
Long Term Rating
AA: Very High Credit Quality. AA Ratings denote a very low expectation of credit risk. They indicate

very strong capacity for timely payment of financial commitments. This capacity is not significantly

vulnerable for foreseeable events.

Short Term Rating
Al+: Obligations supported by the highest capacity for timely repayment.
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SIX YEARS
AT A GLANCE

Criteria 2018

BALANCE SHEET

Total Assets Rsinm 714,380
Advance (net) Rsinm 381877
Investments (net) Rsinm 210,071
Shareholders Equity Rsinm 34,460
Revaluation Reserves Rsinm 3260
Deposits Rsinm 595582
Borrowings Rsinm 41,793

OPERATING RESULTS

Markup/ return / interest earned Rsinm 46893
Markup/ return / interest expensed  Rsinm 26,840
Net markup income Rsinm 20,053
Non-markup based income Rsinm 3673
Non-markup based expenses* Rsinm 12,666
Provision against NPLs Rsinm (2096)
Net profit/(loss) before tax Rsinm 12,208
Net profit/(loss) after tax Rsinm 7564
Other Information
(Loss)/Earnings per share Rs. Per share 286
Dividend -Cash % 750%
Dividend - Bonus issue-Interim % =
- Bonus issue-Final % -
No. of branches No. 576
Staff Strength
Bank's owned staff strength No. 8634
Outsourced No. 766
Total Staff Strength No. 9,400
Break up value per share** 13.03

2017

Restated

657,737
295,752
242506
26845
2887
556,281
38949

34,668
19,095
15573
4591
10132
14132
(4,698)
(3322

162

536

7371
1309
8,680

1015

*excluding provision against other assets and off-balance sheet items.

**including impact of share deposit money at par value.

2016

Restated

547424
262,068
199,742
24,248
3607
453220
39,829

29674
17430
12,244

5294
8380

922
8,050
4858

312
453

6397
991
7,388

10.75

2015

472284
219,399
176,043
19397
3282
374961
55,236

31266
20199
11,068
7624
7410
3431
7529
4,748

305
406

5699
1040
6,739

860
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2014

420370
170313
154,875
15256
4071
342291
44743

20522
20526
8996
2790
6,235
1mo
4307
2787

194
364

5468
712
6,180

6.77

2013

352698
157,286
123956

12577
905
306,561
22,802

24228
20,209
4019
3596
5247
©73)
3,001
1938

234
334

541
681
6,092

558
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CORPORATE SOCIAL
RESPONSIBILITY (CSR)

Being a rapidly growing Bank with majority
shareholding resting with the Government of the
Punjab and having presence across the country, the
Bank is fully cognizant of its Corporate Social
Responsibility (CSR). The Bank is committed to perform
its business activities in a responsible manner in line
with Bank’s mission statement and play its due role in
social, environmental and financial uplift of the society
through its CSR initiatives.
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With an edge over its competitors
due to its presence in remote areas
of the country, especially in the
province of the Punjab, Bank’s CSR
initiatives are aimed at improving
financial inclusion in the country
and also achieving the objective of
a balanced growth of all segments
of society.

In light of above, the Bank has
developed specially  designed
products and services to cater
financial needs of under privileged
communities. Under CSR
initiatives, major focus of the Bank
has been on economic uplift of
marginalized communities, human
development, education, sports,
art & culture and social welfare.

During the year 2018, The Bank
further extended its outreach to
remote and under privileged areas
of the country. Now, the Bank has
increased its network to 576

including 13
sub-branches, and offering range
of products and services to meet

branches,

banking reguirements of its
diverse client base. The network
includes 15 “Smart Branches”
opened in unbanked areas under
project “Sunrise”. Besides offering
easy access to state of the art
products and services to the
residents of area, branches are also
providing 24/7 banking services
through a vast network of ATMs. In
order to have real impact on lives
of millions of peoples related to
Agriculture and SME sectors living
in small towns and villages, loan
facilities at easy terms are being
offered through specially tailored
products.

Recognizing the importance of
women’s participation in economic
activities and empowering them to
become more effective part of
society, the Bank continued to

encourage women
entrepreneurship through credit
lines and also ensures that in all its
business dealings, women are
given eqgual opportunity.

Considering the importance of
remittances from aboard and its
impact on social lives  of
beneficiaries, the Bank fully
supports Government’s “Pakistan
Remittance initiative (PRD" by
providing personalized services to
the beneficiaries of the home
remittances. Further, the Bank
has been playing its due role in
Government of the Punjab (GOPb)
Wheat procurement initiative for
last  several years thereby
facilitating farmers in  quickly
realizing yield of their crops.

The Bank has been extensively
investing in latest technologies
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and improve upon its Alternative Delivery Channels
to help facilitate disbursement of funds in quickest
possible  manner. Accordingly, the Branchless
Banking System of the Bank is facilitating smooth
disbursement of financial assistance to the needy
persons under Government of the Punjab (GOPb)
Khidmat Card Scheme.

During the year 2018, the Bank continued to promote
culture, sports and local heritage in the country
through sponsorship. Besides organizing and
sponsoring different sports events across the country,
the Bank also sponsored local cultural events
organized at Regional levels.

The Bank of Punjab has also been creating jobs for
educated youth of the country through a completely
transparent recruitment system strictly based on
merit. While best human resource is selected, the
Bank has also made available a modern learning and
development center to meet training requirements of
new inductees and existing human resource.

The Bank ensures personalized and priority services
to the senior citizens in line with directives of the
Government of Pakistan and State Bank of Pakistan.
Further, the special persons visiting the Bank are duly
taken care of in best possible manner.

Kl BOP | ANNUAL REPORT 2018
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PRESIDENT'S
MESSAGE

The Bank of Punjab (BOP)
achieved a historic turn around
concluding with the retiring of
Letters of Comfort issued by
Government of the Punjab for
meeting provisioning shortfall
against legacy non-performing
loans on December 31, 2017/.
The Bank is now comfortably
compliant with all regulatory
capital requirements of the
State Bank of Pakistan.
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This has removed all constraints on the Bank to
announce a much awaited payout for its valued
shareholders. | would like to thank our
shareholders for their continuing support, trust
and patience exercised over the BOP's rebuilding
period. Let me assure you that with BOP’s current
momentum of growth, returns on your investment
will get stronger in years to come.

BOP closed another great year. Despite intense
market competition, climbing interest rate regime
and an overall challenging business environment,
BOP has successfully outperformed its strategic
business targets for 2018. Our balance sheet size
continues to grow and each vyear we ftally
unprecedented profitability. This shows a growing
market confidence in our products, services &
brand name.

With an extensive network of 576 branches
including 13 sub-branches, BOP is providing state
of the art banking facilities to its diverse clientele.



The Bank has successfully completed the
implementation of a robust and modern core
banking system “Flexcube” in 2018. Flexcube has
provided us with a much needed technological
platform to instill innovation into our products and
services. BOP would be entering a whole new era of
digitization to the benefit of all our customers. We
fully recognize the importance of maintaining high
service quality standards in  the prevailing
competition in the banking industry. Flexcube will be
instrumental in  providing best possible and
personalized services to our clients. We have
revamped the outlook of our branches and shifted to
a client centric service approach for a captivating
customer experience. The Bank has put in place a
comprehensive training program for our staff to
efficiently cater for day to day commercial
transactions of our customers. An effective complaint
management system has also been introduced to
identify and redress service related issues.

Bank’s Tagwa Islamic Banking operations have been
growing at a very fast pace. In a very short period,
Tagwa Islamic Banking has established its foot print
across the Country. It now has a sizeable network of
74 branches, including 2 sub-branches. Tagwa Islamic
Banking is offering a complete range of Shariah
compliant products and services. Considering a ready
market for Islamic Banking products and services,
Tagwa Islamic Banking operations shall continue to
be enhanced going forward.

Under the Umbrella of Alternative Delivery Channels,
various milestones have been achieved. Our ATM
network continues to grow and provides 24/7
banking services. The Bank has already launched
Mobile Banking, Phone Banking and SMS banking to
facilitate its customers. During 2018, the Bank has
rolled out Fone-Pay QR based payment products for
it clients. With a view to encourage payments through
Debit Cards for increasing market share, the Bank has
carried out various marketing campaigns and
merchant discount programs. Our Debit Card
portfolio has been re-carded on to EMV Chip based -
PIN enabled cards. We will continue with our
enhanced focus on security features of our digital
services to allow our customers to avail our services
with confidence. With the improvement in our IT
platform, our customers should look forward to major
overhaul of our existing products & services through
digitization.

The Bank’s Branchless Banking system is successfully
managing G2P disbursements under Khidmat Card

scheme; financial assistance to marginalized people
by the Government of Punjab for last few years. This
is in addition to the landmark project of Apna Rozgar
Scheme in which 50,000 vehicles were distributed
amongst unemployed youth. E-Stamping project is
functioning in full swing. BOP has recently started
Traffic E- challan collection to facilitate public at large.

The Management is fully aware of its responsibilities
towards recovery of legacy Non- performing loans
portfolio. The Management is resolute on the matter
and all possible measures are being taken to recover
the amounts from defaulters through available legal
recourse. Recovery made from defaulters shall be
redeployed on profitable avenues to strengthen
Bank’s balance sheet.

The Bank continues to reinforce its control
environment through use of technology and
inculcating new controls where required. Bank has
implemented Oracle E-Business Suite modules of
General Ledger, Payable, Procurement, Fixed Assets
and inventory. Centralized Operations Group has
been beefed up and capacity of Compliance &
Internal Control Division has been enhanced.

BOP has achieved many milestones in 2018 and now
with the current growth trend, the Bank is all set to
achieve new heights in the year 2019. The Bank shall
continue to follow an aggressive expansion and
marketing strategy to increase its market share. The
focus during the year 2019 shall be on further
improving service standards, launching new products
and better utilization of funds in rising interest rate
regime to improve Bank’s overall margin.

| must admit that the progress made by the Bank
during the year under review was made possible
through intense hard work and dedication exhibited
by all staff members of the Bank. | wish to thank the
Government of Punjab, our Board of Directors and
State Bank of Pakistan for their continuing support
and guidance; which remained critical to Bank’s
progress. Once again, I would extend my gratitude to
all shareholders and customers for their everlasting
faith in The Bank of Punjab.

Khalid S. Tirmizey
Acting President / CEO
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ECONOMIC
REVIEW

inflation stands at 6.0

Average headline CPI
percent for the first half of FYI9, which is
considerably higher than the 3.8 percent recorded
during the same period last year. Meanwhile,

headline YoY inflation has shown some
moderation during the last two months, primarily
due to a sharp fall in prices of perishable food items
and a downward adjustment in prices of petroleum
products. The impact of these developments has
also been captured in the recent IBA-SBP's
consumer confidence survey, which indicates some
moderation in households’ inflation expectations.
Despite these positives, core inflation as measured
by non-food-non-energy components of the CPI
basket has reached 84 percent in December 2018.

Going forward, the second round impact of the
exchange rate movements, upward adjustments in
gas and electricity tariffs and higher government
borrowings from SBP are likely to be offset by the
lagged impact of the increase in policy rates and
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the fall in international oil prices on inflation.
Accordingly, the projected range of inflation
remains unchanged at 65 to 75 percent.

The pickup in inflation and the continuation of
economic challenges are taking their toll on
economic performance. Real economic activity has
witnessed a marked slowdown during the first half
of the year. Large-scale manufacturing, which has
strong backward and forward linkages, saw a net
contraction of 09 percent during the first five
months of this fiscal year, mainly due to a
moderation in domestic demand and some sector
specific challenges. Meanwhile, all major kharif
crops have recorded a decline in production from
last year's levels. The initial assessment of the
wheat crop is also not encouraging. Both, the direct
and the knock on, impacts of changes in
commodity producing sectors on the services
sector, is likely to reduce real GDP growth for FY19
to around 4.0 percent, well below both the annual



target of 62 percent and the 58
percent growth realized in the
previous year.

Credit to private sector (CPS) saw a net
expansion of Rs 5704 billion during
Jul-Dec FY19, which was almost double
the level of expansion during the same
period last year. This growth is largely
attributed to higher cost of raw
materials (cotton, petroleum products,

eto),  continuation of  capacity
expansion in power and
construction-allied industries

(especially cement and steel), and
favorable liquidity conditions due to
retirement of government borrowing
from commercial banks.

The huge shift in government borrow-
ing from commercial banks to SBP has
incentivized private sector lending.
The banks seem keen to redeploy their
funds as there is hardly any increase in
spreads charged by banks during the
current cycle of monetary tightening
and economic slowdown. Both the
healthy credit offtake and higher govern-
ment borrowing were the primary
contributors to a higher broad money
(M2) growth of 22 percent during 1st
Jul-18th Jan FY19 as compared to 11
percent during the same period last
year.

On external front, the current account
deficit (CAD) recorded a YoY reduction
of 44 percent during the first half of
the year to US$ 80 billion. This
improvement is largely driven by a
sharp deceleration in import of goods
and services. The impact of
stabilization measures is amply visible
from non-oil imports, which saw a
contraction of 44 percent during the
first half of FY19 against an increase of
191 percent during the same period
last year. A marginal increase in
exports and a healthy growth in
remittances also helped contain the
current account deficit. The financing
of CAD, nevertheless, remained
challenging as the private (Foreign
Direct Investments and private loans)
and official inflows were insufficient to
completely finance the deficit. Thus, a
significant part of CAD was managed
by using the country’s own resources,

which reduced the SBP's net liquid
foreign exchange reserves to US$ 7.2
bilion by end-December 2018.
However, the realization of bilateral
official flows in the last few days has
helped increase SBP's net liguid
foreign exchange reserves to US$ 82
billion and the country’s FX reserves to
US$ 14.8 billion as of 25th January 2019.

Closely watching these developments
and the likely impact of an
expansionary  fiscal  policy and
worsening external accounts on the
macroeconomic  stability, especially
the future inflation path, SBP started
raising policy rate from January 2018,
reversing the  multi-year  easy
monetary policy. During year 2018,
upward revision in SBP Policy rate was
witnessed which stood at 10.0% as on
December 31, 2018 as against 5.75% as
on December 31, 2017.

The impact of stabilization measures
implemented so far is gradually
unfolding and confidence is improving
amidst reduced economic uncertainty,
but () the fiscal deficit is yet to show
signs of consolidation despite a
reduction in  PSDP spending; (i
although a gradual improvement in
current account deficit is visible, it
remains high; (i) a marked shift in the
pattern of government borrowing
from scheduled banks to SBP entails
inflationary concerns; and (iv) even as
stabilization measures gradually work
through the economy, underlying
inflationary pressures persist.

Recent  policy  measures  and
developments including monetary
tightening, exchange rate depreciation
and changes in import and custom
duties are all likely to dampen
domestic demand, especially imports.
The additional revenue measures and
a cut in federal development spending
proposed in the Finance
Supplementary  (Amendment)  Bill,
2018 might contain fiscal deficit as well.
However, these developments will
have implications for growth and
inflation going forward.
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DIRECTORS
REPORT

For the year ended December 31, 2018

The Board of Directors is
pleased to present the 29th
Annual Report of The Bank
of Punjab together with the

audited Financial

Statements and Auditors’
Report thereon for the year

ended December 31, 2018.
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Performance at a Glance

During the year 2018, the Bank continued to focus on
growth in Branch Network and Business volumes. The
well diversified country wide network of 576 Branches
(2017: 536 Branches) made significant contribution
towards the growth in Deposit Base of the Bank. As of
December 31, 2018, the Deposits of the Bank touched the
historical high of Rs. 5956 billion as against Rs. 556.3
billion as of December 31, 2017. Significant improvement
in low cost CASA Deposits helped the Bank to mitigate
the impact of rise in SBP Policy Rate during year 2018
and the incremental Deposits mobilized during the year
made marked contribution towards Bank’s Net Interest
Margin.

The Advances portfolio of the Bank improved to Rs.
4258 billion as against Rs. 341.7 billion as of close of last
year thereby registering a growth of 25%. The growth in
portfolio has been managed in a very prudent manner
with appropriate mitigation of the inherent risks. As of
December 31,2018, the NPLs % of the Bank stood at 11.6%
as against 149% as of December 31, 2017. The NPLs
portfolio mainly comprises of the legacy portfolio and
vigorous efforts are being made for their recovery. The
Bank is also fully compliant with the provisioning
requirement under Prudential Regulations of SBP. The
Investments & Lending to Fls stood at Rs. 2379 billion
mainly comprising of Government Securities (94.6%).



The Total Assets of the Bank have also improved to
Rs. 7144 billion as against Rs657.7 Billion as of
December 31, 2017.

Improvement in level of low cost CASA Deposits and
deployment through investments/lendings resulted
in significant improvement in Net Interest Margin,
which touched the level of Rs. 201 billion as against
Rs. 15.6 billion during year 2017 thereby registering a
growth of 29%. The Non-Interest/Mark-up Income
(excluding Capital Gains & Compensation on Tax
Refund) improved to Rs. 36 billion as against Rs. 3.0
billion during year 2017. The Fee & Commission
income improved by Rs. 04 billion while the Foreign
Exchange income also improved by Rs. O1 billion.
During the year 2018, the Bank introduced new
services to facilitate its clientele and to improve
Non-Markup Income and, during year 2019, more
products and services shall be introduced to further
improve this income segment.

The Operating Expenses of the Bank for the year
2018 stood at Rs. 12,6 billion as against Rs. 101 billion
for preceding year. The Compensation Expense
increased by Rs. 12 billion mainly on account of
increase in staff strength (2018:8634 , 2017:7371) and
annual increments/awards in line with Human
Resource Policy of the Bank. IT related expenses
increased by 65% mainly on account of software
maintenance, network charges and
depreciation/amortization. Other Operating
expenses increased by 23% mainly on account of
increase in  Rent expense due to new
branches/periodical renewals of lease agreements,
increase in utilities/fuel tariffs, deposit protection
premium, issuance of EMV based MasterCards and
cost related to issuance of PPTFCs-ll. The Bank keeps
strict control over its operating expenses and
austerity measures have been implemented to
maintain strict financial discipline.

During the year 2018, net provision reversal of Rs. (1.1)
billion was recorded, mainly on account of provision
against NPLs, as against net provision charge of Rs.
14.7 billion during year 2017. The charge during year
2017 includes the impact of additional provision of Rs.
123 billion booked for retirement of Letters of
Comfort (LOCs) issued by Government of the Punjab.
The profit before provisions and gains improved to
Rs. 11.0 billion against Rs. 87 billion during year 2017,
thereby registering a noteworthy rise of 26%. The
Profit Before Tax also improved to Rs. 122 billion as
against Before Tax Loss of Rs. (4.7) billion. Had the
additional provision of Rs. 123 billion not been
charged during the year 2017, the Before Tax Profit
for the year would have been Rs. 76 billion. The

Earnings per share also improved to Rs. 286 per
share as against Loss per share of Rs. (1.62) per share
during year 2017.

The decision of making good provisioning shortfall
against legacy non-performing loans portfolio and
discharging Letters of Comfort (LOCs) issued by
Government of Punjab as on December 31, 2017, well
and truly set the tone for a prosperous year 2018 for
the Bank. Effective implementation of Capital
Management Plan, capitalizing on growth trends
achieved and recovery efforts, the Bank has also
been able to achieve a fully compliant status with
respect to SBP’s capital & provisioning requirements.
Accordingly, the Board is pleased to announce cash
dividend payout @ 75% to shareholders.

Financial Highlights 2018

Rs. in Million
Profit before taxation 122084
Taxation-net 46447
Profit after taxation 75637
Earnings per share (Rupees) 286

Capital Adequacy and Minimum Capital
Requirements

As on December 31, 2018, paid-up capital (net of
losses) amounted to Rs. 284 billion and the Bank
stands compliant with SBP's minimum capital
requirement of Rs. 10.0 billion. Further, the Bank’s
Capital Adequacy Ratio (CAR) stood at 1317% (2017 -
9.73%) against the regulatory requirement of 11.90%.
Similarly, the Leverage Ratio also improved to 3.40%
as against 257% as on December 31, 2017. In order to
strengthen the capital base of the Bank, process of
issuance of Privately Placed Term Finance
Certifications-Il of Rs. 4.3 billion was completed during
2018.

Human Resource Management

A robust Human Resource Management System
(HRM) is imperative for ensuring sustained and
balanced organizational growth. Continuously
evolving banking requirements have further
enhanced the need for a comprehensive Human
Resource Management regime to ensure availability
of adeqguately trained staff to implement Bank’s
strategic business plan.

Accordingly, the Bank has strengthened its human
resource management function to recruit, train,
develop, retain and sustain an adequate pool of top
performing and diversely experienced workforce. In
light thereof, the Bank has implemented progressive
human resource management policies to ensure
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effective contribution of every staff member towards
the Bank’s success.

The Bank has implemented an effective performance
based appraisal system. Accordingly, performance of
every staff member is monitored on the basis of set
goals which are linked with overall organizational
goals. On the basis of respective key performance
indicators, all staff members are duly rewarded at the
time of annual appraisal. The Bank has successfully
fostered a competitive work environment based on
merit, transparency and professionalism.

The Human Resource & Remuneration Committee
(HR&RO) of the Board maintains oversight on the
Human Resource Framework of the Bank.

Risk Management Framework

Risk management is a structured and disciplined
approach aligning strategy, processes, people,
technology and knowledge for evaluating and
managing uncertainties that an organization faces as
it creates value. Factors such as the global pace of
change, resource constraints, product complexity and
a growing demand for transparency, present a
compelling case for stronger management of risk.

The Bank's risk management strategy is based on a
clear understanding of various risks, disciplined risk
assessment and measurement procedures and
continuous monitoring. The policies and procedures
established for this purpose are continuously
benchmarked with best practices & SBP guidelines.

The Bank remains engaged in actively scanning
macroeconomic conditions and readjusting policies
and focus areas to ensure that its portfolio remains
robust. The Bank continuously upgrades its
risk-management capabilities through expanded
portfolio exposure reporting and analysis techniques,
standardized stress tests by employing the latest
available risk models and technology.

The Board of Directors of the Bank, being primarily
responsible for laying down risk parameters and
establishing an integrated risk management and
control system, approves Risk Management policies
and set out exposure limits taking into account the
risk appetite of the Bank. The Board of Directors is
supported by “Board Risk Management Committee” in
this respect.

The Bank has introduced a holistic approach towards
implementation of an effective risk management

framework and has been engaged in extensive and
detailed evaluation and assessment of risk
management framework in all areas of banking
operations in line with the strategic direction set by
the Board of Directors.

The risk management process encompasses four
critical components:

Identification and assessment of risk;
Measurement of risk;

Control of risk; and

Monitoring and reporting of risk.

ENNWENIES

The Bank has adopted a disciplined approach whilst
managing risk including assessments of various risks
through self-assessment techniques, stress testing,
portfolio review, early warning indicators/alerts, and
dynamic monitoring. During year 2018, the Bank
continued to strengthen its capacity to manage its
risks and risk management environment.

The Bank continued to focus and improve its Credit
Risk  Management program through effective
portfolio management. Risk Appetite for Credit risk
has been defined and approved by the Board of
Directors and is being monitored through respective
Credit Committees. The Bank has put in place
standardized and well-defined approval processes for
all credit proposals to minimize the credit risk. The
credit risk due diligence of the Bank is in line with
industry best practices.

The Bank has an independent Treasury Middle Office
(TMO) unit to actively identify, monitor and report
changes in Market risk positions in accordance with
approved Market Risk Management policies and
procedures. Application of different models and
portfolio level stress testing is carried out on periodic
basis to assess the quality of portfolio. Market risk
appetite has been defined and approved by the Board
of Directors and is monitored through ALCO for
various portfolio limits and threshold levels.

The Bank has put in place a strong control
infrastructure to minimize the operational risk and
various procedures and processes are being used to
manage operational risk. During the year 2018,
training and awareness sessions for various Risk
Takers across the Bank has been carried out by RMG.
Further, Operational risk appetite has been approved
by BOD, which is being monitored through ALCO.

The Bank's ALCO actively monitors and manages
Liquidity risk. The oversight includes monitoring of
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future cash flows, maintaining a portfolio of highly
marketable assets, monitoring balance sheet liquidity
ratios and managing the concentration and profile of
debt maturities. Risk appetite has been defined and
approved from the BOD and is being maintained in
shape of Cash and SLR eligible Government securities
and also monitored through ALCO using analysis of
liquidity ratios and deposit concentration.

The Bank has also developed various quantitative and
qualitative models to assess the risk existent in its
interest rate sensitive exposures. The magnitude of
the potential loss and the probability that the loss will
occur is computed by risk management team through
scenario building and stress testing.

The Bank strongly believes in a disciplined approach
to manage risk and has actively fostered an
organization-wide  culture  of  prudent  risk
management. All risk management reviews, decisions
and actions are based on an approved enterprise-wide
risk management strategy framework supported by:

a) adocumented risk-appetite statement;

b) acomprehensive set of policies and procedures;

) clearly enunciated broad underwriting criteria;
and

d) a risk governance structure incorporating
sufficient checks and balances.

As mentioned above, Enterprise-wide risks (market
risk, liquidity risk, interest rate risk) are all managed
through the ALCO that meets regularly and decides
on the pricing and composition of various assets and
liabilities, along with the management of liquidity and
interest rate risks.

Through Basel Steering Committee, the management
keeps abreast with effective deployment of capital and
monitor regulatory compliance of CAR in compliance
with guidelines of SBP.

The Bank continuously improves its Risk Management
Framework in the light of the international best
practices and State Bank of Pakistan guidelines,
besides learning from its past experience.

Information Technology

With a view to improve control regime and meet
regulatory & financial reporting requirements and to
enhance operational efficiency, the Bank has been
aggressively investing in development of IT infrastruc-
ture. The Bank has successfully implemented a state
of the art core banking system “Flexcube” and all
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branches have been migrated to new CBS. Under
Oracle Enterprise Business Suite (EBS), the Bank has
successfully implemented General Ledger, Payable,
Fixed Assets, Procurement and Inventory modules
during the year 2018. To meet the requirement of
compliance regime for KYC, the Bank has also imple-
mented Accuity's Compliance Link for screening
Customer/Entities information against Global Watch
Lists. In order to effectively manage AML needs,
Oracle’s FCCM and in-house developed Eagle Eye
systems are also in place.

To meet the business and regulatory requirements of
digital domain, legacy middleware Phoenix is migrat-
ed to the latest release of IRIS and all ATMs are made
EMV compliant.

With a view to ensure availability of smooth banking
services to its customers, all branches have been
equipped with back-up connectivity. Further, a
comprehensive IT Security Policy has been put in
place to ensure safety of customers’ data and facilitate
execution of banking transactions in a secured
environment. In order to mitigate the risk, Disaster
Recovery protocols are in place. Further, Bank’s ITD
has been continuously developing Management
Information System to facilitate timely decision
making and meeting developing reporting require-
ments.

Special Assets Management (SAM)

Recognizing the value of recovery of legacy non-per-
forming portfolio, the Special Assets Management
(SAM) has been entrusted with the task of recov-
ery/regularization of Non-Performing Loans (NPLs)
portfolio. In order to ensure gradual improvement in
Bank’s Assets’ profile and reconvert infected portfolio
in to revenue generating assets, SAM has implement-
ed a comprehensive strategy to recover/restructure
NPLs.

In order to make the recovery exercise of NPLs more
result oriented, the Management, apart from conven-
tional legal recourse available for resolution in and
outside the Court, has also initiated search and attach-
ment of defaulters’ hidden assets for recovery of
decretal claims through the courts. The Bank has also
initiated cases against defaulters under National
Accountability Ordinance, 1999 and FIA Act, 1974.

Branch Network

In order to further enhance Bank’s market share and
also ensure provision of modern banking facilities to
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unbanked areas, the Bank continued to aggressively
expand its network. During year 2018, the Bank
opened 40 new branches, including 7 sub-branches,
with major focus on remote areas. Now, with a nation-
wide network of 576 branches, including 13
sub-branches, the Bank is providing a modern bank-
ing facilities to its diverse client base. The network of
“Smart Branches” opened in unbanked areas has also
been enhanced to 115 Branches. During year 2019, the
Bank intends to further expand its outreach and open-
ing of 51 branches has been planned.

Islamic Banking

The Bank launched its Islamic Banking Operations
during the year 2013 under the brand name of “Tagwa
Islamic Banking” which is offering Shariah compliant
products and services to the clients. Tagwa Islamic
Banking (TIB) has been able to achieve substantial
growth over the period and the network has now
been enhanced to 74 Branches, including 2
sub-branches. TIB has marked its footprints in other
provinces of Pakistan during 2018 through the
establisnment of O1 branch in Sindh (Karachi) and 02
branches in Baluchistan (Muslim Bagh & Pishin). Now,
the Bank is offering a wide range of Shariah compliant
products and services to its valued clients through
this platform. Considering the good market response,
the Bank plans to further enhance its Islamic Banking
network in coming year.

Payment Services

Under the umbrella of digital services offering,
following key functions have been clubbed as the
Payment Services Group:

« Alternate Distribution Channels
«  Payment Card Products

«  Cash Management Department
«  Branchless Banking

«  BOP Contact Center

The Payment Services Group is offering full range of
products and services specially tailored and designed
to meet the requirements of each group of
customers.  These  services broadly include
commercial electronic banking activities, remote
banking convenience, and financial inclusion
initiatives. The solutions being offered by the bank are
at par with the global standards and enable quick,
accurate, and convenient banking services to our
valued clients.



The Bank has also taken various initiatives under
Alternate Delivery Channels (ADC) to provide
different services to its valuable clients, successfully
introducing the following services:

«  BOP Debit MasterCard

«  SMS Banking

«  BOP Mobile Banking

«  Utility Bills Payment System

« Interbank Funds Transfer

«  BOP Phone Banking & Telesales Unit

«  Customer Relationship Management (CRM)
solution

«  Branchless Banking platform

«  Cash Management payments system

«  BOP FonePay for QR based payments

In order to support various initiatives of
Government of Punjab (GoPb) for poverty
alleviation and ensuring better governance in the
province, The Bank of Punjab has paid specific
attention to the areas of financial inclusion,
documentation of economy, transparency and
automation of disbursement system. The Bank has
undergone significant transformation in areas of
technology specifically designed for execution of
GoPb's mandated programs, with an extensive
outreach covering remote and unbanked areas of
the country. This has been made possible via

induction of Branchless Banking infrastructure at
the bank.

The Bank of Punjab is making every possible effort
to support GoPb in the areas of healthcare, child
education, direct subsidy disbursement, education
and vocational training with an objective to uplift
underprivileged segments of the society. In
addition, the bank has led from the front in digitizing
GoPb collections and payments mechanism across
various departments, collecting billions for the
provincial exchequer while maintaining
transparency, accuracy, and convenience for all
parties involved. Some of the key initiatives in this
respect are as under:

«  Khidmat Card Program for poor & marginalized
communities

«  Disbursement of Scholarships under Punjab
Education Endowment Fund

«  Payments under Prime Minister’s Kissan Package

«  E-Stamping
« E-Challans
« PESSI

In the year 2018, the Payments Services have
undergone a tremendous surge - introducing state
of the art technological products and services, while
maintaining global standards. BOP Debit Card’s shift
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to EMV Chip based technology, introduction of the
Mobile Banking application as a valuable alternate
banking channel, and enhancement of the BOP ATM
footprint to over 497 ATMs are a few of the stellar
accomplishments. All banking services are supported
by the 24/7 available BOP Contact Center team,
serving the customers in all spheres of their banking
needs.

In 2018, BOP achieved another milestone by
becoming the first public sector bank in the country’s
history to enable its customers to make payments
and purchases via QR based channels, which is
globally recognized as a state of the art payment
technology.

Home Remittances

The Bank is following a comprehensive strategy to
further improve its market share in Home Remittanc-
es by offering automated efficient processes to
facilitate beneficiaries. In this regard, integration with a
number of overseas Exchange Companies to facilitate
Home Remittances in a secured and efficient manner
has been accomplished. During the year 2018, the
Bank handled about 1.3 million home remittance trans-
actions aggregating to Rs. 86.7 billion.

Wheat Procurement Program

During the year 2018, the Bank successfully managed
syndicated financing arrangement for wheat procure-
ment program of the Government of the Punjab as
‘Lead Arranger” to the tune of Rs. 241 billion as against
Rs. 200 billion during year 2017.

Internal Controls

The Board of Directors of The Bank of Punjab has
overall responsibility for ensuring existence of an
adequate and effective system of internal controls
that is designed to manage the Bank’s risks within an
acceptable risk profile. The Board is pleased to
endorse the Statement on Internal Controls made by
the management, which is included in the annual
report.

Statement of compliance with Corporate and
Financial Reporting Framework

The Directors are pleased to give the following
statement in respect of Code of Corporate
Governance:
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The financial statements, together with notes
thereon have been prepared in conformity with
the Banking Companies Ordinance, 1962 and the
Companies Act, 2017. These Statements present
fair state of affairs, the result of its operations,
cash flows and changes in equity and
comprehensive income. Proper books of account
of the Bank have been maintained.

Appropriate accounting policies have been
consistently applied in preparation of financial
statements and accounting estimates are based
on reasonable and prudent judgment.

International Accounting and Financial Reporting
Standards and Islamic Financial Accounting
Standards, as applicable in Pakistan, have been
followed in preparation of financial statements
and any departure there-from has been
adequately disclosed in the Annual Accounts.
The system of internal control is sound in design
and has been effectively implemented and
monitored.

There is no significant doubt upon the Bank's
ability to continue as a going concern.

There has been no material departure from the
best practices of corporate governance, as
detailed in the listing regulations.

All the statutory liabilities, if any, have been
adequately disclosed in the financial statements.

Value of investment of Staff Provident Fund and
Gratuity Fund, based on latest audited accounts
is Rs.2,384,024 thousand & Rs. 564,513 thousand,
respectively.

Statement showing pattern of shareholding as on
December 31, 2018 is disclosed at page No. 291 of
the Annual Report.

Statement showing key operating and financial
data for the last six years is disclosed at page No.
11 of the Annual Report.

Statement of compliance with code of corporate
governance is presented at page No. 45 of the
Annual Report.

During the year, 12 meetings of Board of Directors
were held with following attendance:
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Name of Directors No. of Meetings

attended
« Dr. Pervez Tahir 12
o Mr. Naeemuddin Khan ®esaredon 71212018 9
< Mr. Khalid Siddig Tirmizey 2
«  Mr. Mohammad Jehanzeb Khan 8
« Mr. Hamed Yagoob Sheikh 1l
« Khawaja Farooq Saeed (*) 11
o Mr. Saeed Anwar (*) 1
e Dr. Umar Saif 2
. S\/ed Maratib Ali esigned on 02/08/2018) 3
« Mr. Mohammaed Afzaal Bhatti eetied onzo0e208 2
« Dr. Muhammad Amjad Sagib 10

(*) Elected Directors shall continue till their successors.

During the vyear, 4 meetings of Central Audit
Committee(CAC) of Board of Directors were held
with following attendance:

Name of Directors No. of Meetings

attended
« Khawaja Farooq Saeed (*) 4
« Mr. Saeed Anwar (*) 4
«  Mr. Mohammed Afzaal Bhatti 1
« Mr. Hamed Yagoob Sheikh (*) 0

(*) Reconstituted on 08/10/2018 in the 251st BOD meeting.

During the vyear, 3meetings of Board Risk
Management Committee (BRMC) of Board of
Directors were held with following attendance:

Name of Directors No. of Meetings

attended
»  Syed Maratib Ali 2
e Mr.Saeed Anwar (*) 3
» Khawaja Farooqg Saeed 1
« Mr. Hamed Yagoob Sheikh (*) 1
«  Dr. Muhammad Amjad Sagib (*) 0

(*) Reconstituted on 24/12/2018 in the 254th BOD meeting.

During the year, 2 meetings of Human Resource &
Remuneration Committee (HR&RC) of Board of
Directors were held with following attendance:

Name of Directors No. of Meetings

attended
« Mr. Mohammad Jehanzeb Khan 2
« Syed Maratib Ali 2
«  Mr. Mohammed Afzaal Bhatti 2
«  Mr. Naeemuddin Khan 2

(*) Reconstituted on 31/12/2018 in the 255th BOD meeting.
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« During the year, 4 meetings of Islamic Banking
Review Committee (IBRC) of Board of Directors
were held with following attendance:

Name of Directors No. of Meetings

attended
«  Dr. Muhammad Amjad Sagib 4
 Dr. Pervez Tahir 4
» Khawaja Farooq Saeed 4
e Mr.Khalid S. Tirmizey 4

« During the vyear, 1 meeting of NPL Review
Committee (NRC) of Board of Directors was held
with following attendance:

Name of Directors No. of Meetings

attended
» Khawaja Farooq Saeed 1
« Mr. Saeed Anwar 1
« Mr. Mohammed Afzaal Bhatti (*) 1

(*) Reconstituted on 09/02/2018 in the
245th BOD meeting.

« During the vyear, 1T meeting of Information
Technology Review Committee (ITRC) of Board
of Directors was held with following attendance:

Name of Directors No. of Meetings

attended
« Mr. Hamed Yagoob Sheikh (*) 1
« Mr.Saeed Anwar (*) 1
e Dr.Umar Saif 1

(MReconstituted on 30/03/2018 in the
246th BOD meeting.

«  Detail of Directors’ training programs are given in
the Statement of Compliance with Code of
Corporate Governance.

Credit Rating

While acknowledging the improved risk profile of the
Bank, M/s Pakistan Credit Rating Agency (PACRA) has
maintained the Long-term Entity Rating of “AA”, while
the Short-term Entity Rating has been maintained at
A+

As per standard rating scale and definition “AA” long
term rating denotes a very low expectation of credit
risk. It indicates a very strong capacity for timely
payment of financial commitments, not significantly
vulnerable to foreseeable events. Similarly, “Al+” short
term rating denotes obligations supported by the
highest capacity for timely repayment.
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Subsidiaries
The detail of Bank’s subsidiaries are as follows:
Rs. In Million
Sr# Name Net Assets Net Assets
as of December as of December
31,2018 31,2017
1 Punjab Modaraba Services Prviate Limited 6.259 26.896
2 First Punjab Modaraba 195.636 185.732
3 Punjab Capital Securities Private Limited 66.235 71383
themselves for reappointment for the year endin
Outlook for the year 2019 PP Y 9

Based upon the remarkable performance during
last years, the Bank would continue to consolidate
its position by expanding its outreach in unbanked
areas and improving business volume and spread
thereby vielding better returns for the
shareholders.  Implementation of  modern
technological tools would help in improving
control regime and bringing efficiency in Bank’s
operations. The Bank is also keen to take benefit of
opportunities emanating from China Pakistan
Economic Corridor (CPEC) and play its role in
national development.

Auditors

The retiring auditors M/s EY Ford Rhodes,
Chartered Accountants, being eligible, have offered
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December 31, 2019.

The Board of Directors, on the suggestions of Audit
Committee, recommended the above firm as
statutory auditors of the Bank for year 2019.
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STATEMENT OF COMPLIANCE
WITH LISTED COMPANIES

CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2017

THE BANK OF PUNJAB - DECEMBER 31,2018

The company has complied with the requirements of
the Regulations in the following manner:

1.

The total number of directors are seven as per
the following:

a. Male:
b. Female:

O

The composition of board is as follows:

a) Independent Directors 2
b) Other Non-executive Director 4
c) Executive Directors 1

The directors have confirmed that none of them
is serving as a director on more than five listed
companies, including this company (excluding
the listed subsidiaries of listed holding companies
where applicable).

The company has prepared a Code of Conduct
and has ensured that appropriate steps have
been taken to disseminate it throughout the
company along with its supporting policies and
procedures.

The board has developed a vision/mission
statement, overall corporate strategy and
significant policies of the company. A complete
record of particulars of significant policies along
with the dates on which they were approved or
amended has been maintained.

All the powers of the board have been duly
exercised and decisions on relevant matters have
been taken by board/ shareholders as empow-
ered by the relevant provisions of the Act and
these Regulations.

The meetings of the board were presided over by
the Chairman and, in his absence, by a director
elected by the board for this purpose. The board
has complied with the requirements of Act and
the Regulations with respect to frequency,
recording and circulating minutes of meeting of
board.

8.

The board of directors have a formal policy and
transparent procedures for remuneration of
directors in accordance with the Act and these
Regulations.

The Board has arranged Directors Training
program for the following:

Mr. Hamed Yagoob Sheikh,
Director/Finance Secretary

Mr. ljaz-ur-Rehman Qureshi,
Executive/Group Head-Operations

The board has approved appointment of CFO,
Company Secretary and Head of Internal Audit,
including their remuneration and terms and
conditions of employment and complied with
relevant requirements of the Regulations.

CFO and CEO duly endorsed the financial
statements before approval of the board.

The board has formed committees comprising of
members given below:

Audit Committee

Khawaja Faroog Saeed Chairman
Mr. Hamed Yagoob Sheik Member
Mr. Saeed Anwar Member
HR and Remuneration Committee

Khawaja Farooq Saeed Chairman
Mr. Mohammad Jehanzeb Khan Member
Dr. Muhammad Amjad Sagib Member
Risk Management Committee

Mr. Hamed Yagoob Sheikh Chairman
Mr. Saeed Anwar Member
Dr. Muhammad Amjad Sagib Member

The Terms of Reference of the aforesaid
committees have been formed, documented and
advised to the committee for compliance.
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14. The frequency of meetings (quarterly/half yearly/
yearly) of the committee were as per following:

a) Audit Committee Quarterly
b) HR and Remuneration At least once in

Committee a financial year
c) Risk Management Committee Quarterly

15. The board has set up an effective internal audit
function manned by suitably qualified and
experienced personnel who are conversant with
the policies and procedures of the Company.

16. The statutory auditors of the company have
confirmed that they have been given a
satisfactory rating under the quality control
review program of the ICAP and registered with
Audit Oversight Board of Pakistan, that they or
any of the partners of the firm, their spouses and

Reference Clauses from Listed Companies (Code of

Corporate Governance) Regulations- 2017

9. Chairman of Board

The Chairman shall be elected subject to such
terms and conditions and responsibilities as
provided under Section 192 of the Act and these
Regulations.

18.

minor children do not hold shares of the
company and that the firm and all its partners are
in compliance with International Federation of
Accountants (IFAC) guidelines on code of ethics
as adopted by the ICAP.

The statutory auditors or the persons associated
with them have not been appointed to provide
other services except in accordance with the Act,
these regulations or any other regulatory
reguirement and the auditors have confirmed
that they have observed IFAC guidelines in this
regard.

We confirm that all other requirements of the
Regulations have been complied except for the
following where the corresponding provision(s) of
The Bank of Punjab Act-1989 have been complied:

Corresponding Provisions of
The Bank of Punjab Act - 1989

Section 102)

The Chairman of the Board shall be nominated by
the Government from amongst official Directors.

Further, in terms of Section 10(3), the Chairman shall
preside over the meetings of the Board and shall
have a casting vote, but he shall not exercise any
executive authority or powers.
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Signature (s)
(DR. PERVEZ TAHIR)

Chairman






EY Ford Rhodes Tel: +9242 3577 8402-11
Chartered Accountants Fax: +9242 3577 8412-13
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M. M. Alam Road, Gulberg-II ey.com/pk
Bu||d|ng a better P.O. Box 104, Lahore-54660

working world

INDEPENDENT AUDITORS’ REVIEW REPORT
TO THE MEMBERS OF THE BANK OF PUNJAB

Review Report on the Statement of Compliance contained in Listed
Companies (Code of Corporate Governance) Regulations, 2017

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate Gover-
nance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of The Bank of Punjab (the Bank’)
for the year ended 31 December 2018 in accordance with the requirements of regulation 40 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Bank. Our responsi-
bility is to review whether the Statement of Compliance reflects the status of the Bank’s compliance with the
provision of the Regulations and report if it does not and to highlight any non-compliance with requirements of
the Regulations. A review is limited primarily to inquiries of the Bank’s personnel and review of various docu-
ments prepared by the Bank to comply with the Regulations.

As a part of our audit of the financial statements we are reguired to obtain an understanding of the accounting
and internal control systems sufficient to plan the audit and develop an effective audit approach. We are not
required to consider whether the Board of Directors’ statement on internal control covers all risks and controls
or to form an opinion on the effectiveness of such internal controls, the Bank's corporate governance procedures
and risks.

The Regulations require the Bank to place before the Audit Committee, and upon recommendation of the
Audit Committee, place before the Board of Directors for their review and approval, its related party transactions
and also ensure compliance with the requirements of section 208 of the Companies Act, 2017 We are only
required and have ensured compliance of this requirement to the extent of the approval of the related party
transactions by the Board of Directors upon recommendation of the Audit Committee. We have not carried out
procedures to assess and determine the Bank’s process for identification of related parties and that whether the
related party transactions were taken at arm’s length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of
Compliance does not appropriately reflect the Bank's compliance, in all material respects, with the requirements
contained in the Regulations as applicable to the Bank for the year ended 31 December 2018.

Chartered Accountants
Place: Lahore
Date: March 04, 2019
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Report Of Shariah Board

(For The Financial Year 2018)

Alhamdulillah TIB-BOP has completed another year of [l The Internal Shariah Audit Department evaluates
successful banking operations while the Board of the adherence to Shariah guidelines by the Bank.
Directors and Executive Management are solely During the year, Shariah Audit of the TIB BOP
responsible to ensure that the operations of Taqwa branches was conducted, that enabled the Bank
Islamic Banking of the Bank of Punjab (TIB - BOP) are to improve the Shariah control environment.

conducted in a manner that comply with Shariah
principles at all times. Shariah Board is required to
submit an annual report on the overall Shariah compli-
ance environment of TIB BOP.

To strengthen and broaden the functions of Shariah
control, the Shariah Compliance Department (SCD) of
the bank facilitated the customers by formulating
customized process flows after assessment of the

In line with IBD Circular No. 1 of 2015 dated April O7, , ) o
customers’ business models and determining the

2015 issued by State Bank of Pakistan (SBP), the Shari-
ah Governance Framework (SGF) has come into force
with effect from July 1Ist, 2015. In compliance of the

said circular Shariah Board became effective in Octo-
ber 2015. Re-appointment of SB members with effect ~ ance, SCD performed random physical inspections to

from October 2018 has also been made after arrang- ~ 355€ss the purchases, evidences and invoices of
ing requisite approvals in light of SGF 2018. financing transactions. As a part of the department’s

responsibilities SCD also reviewed the process of profit
Four (O4) Shariah Board meetings have been held distribution to the depositors on monthly basis.
during the year 2018. Minutes of meetings are subse- During the course of on-site visit of branches, SCD also
guently submitted to Islamic Banking Department of guided staff regarding day to day operations while

SBP. dealing with general banking customers

most suitable product. During the year, SCD sought
approvals of product structures and process flows
from the Shariah Board. Further for effective compli-

One (O1) meeting of Shariah Board with Board of
Directors of the bank held in the year 2018 to discuss
the performance of TIB BOP and key changes in Shari-
ah Governance Framework 2018.

Shariah Opinion

To form our opinion as expressed in this report, the
Shariah Compliance Department (SCD) of the Bank
' ) carried out reviews, on test check basis, of each class
Shariah Compliance: ) }

of transactions, the relevant documentation and
process flows. Further, we have also reviewed reports

of internal Shariah audit and external Shariah audit.

I, The main modes of financing used for the bank’s
financing activities during the year consist of
Murabaha, ljarah, Diminishing Musharakah,
Istisna and Running Musharakah.

Based on above, we are of the view that:

Category of TIB BOP operations is overall satisfactory

Il.  The Shariah Board supervised and analyzed  asper details given below:
various  products, concepts, transactions,

processes and their Shariah Compliance as an . TIBBOP has by and large complied with Shariah
ongoing process to ensure that the transactions rules and principles in the light of fatawa, rulings
are valid and in conformity with Shariah injunc- and guidelines issued by Shariah Board.

tions.
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VI.

VII.

TIB BOP has by and large complied with direc-
tives, regulations, instructions and guidelines
related to Shariah compliance issued by SBP.

TIB BOP has a satisfactory mechanism in place to
ensure Shariah compliance in their overall opera-
tions.

TIB BOP has a proper system in place to ensure
that any earnings realized from sources or by
means prohibited by Shariah have been credited
to charity account and are being properly
utilized. Detail of the charity fund is available in
the statement of financial position of TIB BOP
(@nnexure | of Annual Report 2018 BOP).

TIB BOP has overall acceptable system of profit /
(loss) distribution and pool management. Profit is
being properly distributed to all saving account
holders on Mudarabah principles.

Bank’s BoD and management is cognizant with
respect to the importance of Shariah compliance
in the products and processes of the bank. In this
spirit bank is continuously focusing to enhance
the Islamic Banking knowledge & skill set of the
staff and that is evident with the formation of
Islamic Banking Training Unit (IBTU) at TIB BOP.
IBTU and SCD with the coordination of Learning
& Development Department of the Bank has
imparted training on Islamic banking products.
Further TIB BOP has formulated training plan
2019 in order to enhance Training & Capacity
Building of its staff as per SBP directives on the
subject.

Shariah Board has been provided with adequate
resources enabling it to discharge its duties
effectively.

In Addition to above:

Recommendations:

There are following significant Shariah related issues
which need to be addressed:

Internal Shariah Audit Unit and Product Develop-
ment Department should be enriched with the
addition of Shariah scholar members as encour-
aged by SBP under SGF.

Employment contracts, Staff Health Insurance
and other benefits of the employees working
under Tagwa Islamic banking need to be
reviewed and brought in line with Shariah rulings
available in the matter. Process of migrating staff
finances from conventional to Islamic modes of
finances as per policy approved by the Shariah
Board & BOD should be expedited.

Certain improvements have been noted in Pool
management system with reference to automa-
tion ie. automation module is in testing phase
(UAT) and TIBs management is working to
enhance its capacity, we recommend to
complete this automation on priority.

The Shariah Board of TIB - BOP is satisfied with overall
performance of Tagwa Islamic Banking - The Bank of
Punjab and we expect that the management of the
bank will continue adhering to the instructions issued
by SBP and the Shariah Board of the bank that will
further strengthen Shariah Compliance culture at TIB

BOFP.

Mufti Muhammad Zahid
Chairman Shariah Board

Rafey Ashraf Usmani
Resident Member Shariah Board

Dr. Ejaz Ahmed Samadani
Member Shariah Board

Date of Report: 04 March 2019
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Statement Of Internal Controls

The Management of The Bank of Punjab (the "Bank")
acknowledges its responsibility for establishing and
maintaining an adequate and effective system of
internal control to provide reasonable assurance to
achieve the following:

« Efficiency and effectiveness of the operations;
« Reliability of financial reporting;
- Compliance with applicable laws and regulations.

The internal control system encompasses policies
and procedures relating to all processes, products
and activities of the bank's operations. All significant
policies and procedural manuals are in place, which
are reviewed, revised, and improved to keep them
current with latest activities and challenges.

Implementing State Bank of Pakistan (the "SBP")
Guidelines on Internal Controls, to place an effective
internal control system has been the Bank's top
priority. Compliance & Internal Control Division
(C&ICD) has been entrusted with remediation of
internal control deficiencies and maintaining the
system on an ongoing basis. During the year 2018,
walkthrough of processes and activities were
conducted to update related processes, risks and
control  documentation. C&ICD  also  ensures
implementation of control design improvements
recommended by Audit & RAR Group (A & RAR), SBP
and External Auditors.

The A & RAR, independent from Management, is
entrusted with the supervisory function with respect
to the review of internal controls. A & RAR evaluates,
validates, monitors and contributes to ongoing
effectiveness of control systems as part of its scope.
It periodically reports significant findings, directly to
the Central Audit Committee (CAC) of the Board. The
A & RAR is also entrusted with the function to assess
adeqguacy and effectiveness of the control activities
as well as testing implementation of and compliance
with all the prescribed policies and procedures. The

I3 BOP | ANNUAL REPORT 2018

management expeditiously takes up the findings and
observations of Audit Group, SBP and Bank's External
Auditors to ensure implementation of control design
improvements.

The Bank has put in place all stages of SBP roadmap
on Internal Control over Financial Reporting (ICFR).
External Auditor of the Bank also evaluates the
effectiveness of ICFR system through a special
review, and a Long Form Report (LFR) is submitted to
SBP as per regulatory requirements. During the year
under review, we have endeavored to follow the
guidelines issued by SBP on ICFR for evaluation and
management of significant risks and shall continue
further improvements in Internal Controls System.

Internal Controls System evolves continuously and
hence its evaluation is an ongoing process. This
statement of internal controls is based on the
management’s assessment towards various aspects
of the Internal Controls System of the Bank. The
Internal Control Systems of the Bank are designed to
minimize and manage risks rather than eliminate the
risk of failure to achieve the desired objectives; hence
it can only provide reasonable assurance and not
absolute assurance, against material misstatement
or loss. The system of internal control followed by the
Bank is considered to be adequate in design and is
being implemented and continuously monitored.

Acting President / CEO
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NOTICE OF ANNUAL
GENERAL MEETING

Notice is hereby given that the 28th Annual General Meeting of the members of The Bank of Punjab will be held
at the Avari Hotel, Shahra-e-Quaid-e-Azam, Lahore on Friday, 29th March, 2019 at 9:30 a.m. to transact the follow-
ing business:

Ordinary Business:

1.

2.

To confirm the minutes of 27th Annual General Meeting held on May 30, 2018.

To receive, consider and adopt the Annual Audited Financial Statements of the Bank of Punjab for the year
ended December 31, 2018 together with the Director’s and the Auditors’ reports thereon.

To consider and approve Cash Dividend @ 75% ie. PKR O75 per share on every share of Rs10/- each as
recommended by the Board of Directors.

To appoint Auditors for the year ending December 31, 2019 and to fix their remuneration.
Any other item of business with the permission of the Chair.

By order of the Board

Raza Saeed
Secretary to the Board
Lahore: March 07, 2019
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NOTES

Ol

02.

03.

0o4.

O5.

o6.

o7

The Register of Members and the Share Transfer
Books of the Bank shall remain closed for transfer
from 22-032019 to 28-03-2019 (both days
inclusive).

All members are entitled to attend the meeting;
however, the right of vote is restricted to those
who are registered as such for a period of not less
than three months prior to the date of the meet-
ing as per section 17(1) of The Bank of Punjab Act,
1989.

Proxies in order to be effective must be deposited
at the Corporate Affairs Department of the Bank,
BOP Tower, 10-B, Block-E-ll, Main Boulevard,
Gulberg-lll, Lahore not less than 48 hours before
the meeting. The proxy form shall be witnessed
by two persons whose names, addresses and
CNIC numbers shall be mentioned on the form. In
case of corporate entity, the Board of Directors’
resolution/power of attorney with specimen
signature shall be submitted (unless it has been
provided earlier) along with proxy form to the
Company.

A member is entitled to appoint another member
as proxy to attend the meeting.

The members should quote their Folio number in
all correspondence with the Bank and at the time
of attending the Meeting.

Members are requested to promptly notify any
change in their addresses to our Registrar M/s.
CORPLINK (Pvt) Limited, Wings Arcade, 1-K,
Commercial, Model Town, Lahore before book
closure so that entitlement, if any, be dispatched
at the correct addresses.

CDC Account holders will further have to follow
the under mentioned guidelines as laid down in
Circular O1 dated January 26, 2000 issued by the
Securities & Exchange Commission of Pakistan:

A. FOR ATTENDING THE MEETING

i In case of individual, the account holder or
sub-account holder shall authenticate
his/her identity by showing his/her original
Computerized National Identity Card (CNIC)
or original Passport at the time of attending
the meeting.

08.

OS.

i) In case of corporate entity, the Board of
Directors; resolution/power of attorney with
specimen signature of the nominee shall
have to be produced (unless it has been
provided earlier) at the time of the meeting.

B. FOR APPOINTING PROXIES

) In case of individual, the account holder or
sub-account holder shall submit the proxy
form as per the above requirement.

i) The proxy form shall be witnessed by two
persons whose names, addresses and CNIC
numbers shall be mentioned on the form.

i) Attested copies of CNIC or the Passport of
the beneficial owners and the proxy shall be
furnished with the proxy form.

iv) The proxy shall produce his/her original
CNIC or original Passport at the time of the
meeting.

v) In case of corporate entity, the Board of
Directors' resolution/power of attorney with
specimen signature shall have to be submit-
ted (unless it has been provided earlier)
along with proxy form to the Company.

Entry of the member/physical shareholder or
his/her duly authorized person will be on strict
identification as per specimen signature on the
Bank’s record.

Pursuant to SECP Circular NolO of 2014 dated
May 21, 2014, if Bank receives consent form from
the members holding aggregate 10% or more
shareholding residing at geographical location to
participate in the meeting through video confer-
ence at least 10 days prior to the date of meeting,
the Bank will arrange video conference facility in
that city subject to availability of such facility in
that city. To avail this facility please provide follow-
ing information and submit to the Corporate
Affairs Department, Lahore.

I/We of being a member of
The Bank of Punjab, holding ordinary
shares as per registered Folio/CDC Account
No. hereby opt for video conference
facility at

Signature of Member(s)

The Bank will intimate members regarding venue
of conference facility at least 5 days before the
date of general meeting along with complete
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information necessary to enable them to access
such facility.

SPECIAL NOTES TO THE SHAREHOLDERS
Deduction of Withholding Tax on Dividend

Pursuant to the provisions of the Finance Act, 2017/ the
rates of deduction of income tax from dividend
payments under the Income Tax Ordinance have
been revised as follows: Filer 15% Non-Filer 20% All
shareholders are advised to check their status on
Active Taxpayers List (ATL) available on FBR Website
and may, if required, take necessary actions for
inclusion of their name in ATL to avail the lower rate of
tax deduction.

Deduction of Withholding Tax on Dividend in case of
Joint Account Holders

All shareholders who hold shares jointly are requested
to provide following information  regarding
shareholding proportions of Principal Shareholder
and Joint-holder(s) in respect of shares held by them
to our Share Registrar Office M/s. CORPLINK (Pvt)
Limited, Wings Arcade, 1-K, Commercial, Model Town,
Lahore latest by 21-03-2019, otherwise each joint
holder shall be assumed to have an equal number of
shares.

Name of the Company The Bank of Punjab

Folio No. / CDS A/c. No.

No. of Shares Held

Name & CNIC
Shareholding Proportion
(No. of Shares)

Name & CNIC
Shareholding Proportion
(No. of Shares)

Principal Shareholder

Joint Shareholder(s)

their respective Folio numbers. It may be noted that in case of
non-receipt the copy of CNIC, the Bank would be constrained to
withhold dividend payment.

ZAKAT DECLARATION (CZ-50)

Zakat will be deducted from the dividends at source under the
Zakat & Usher Laws and will be deposited within the prescribed
period with the relevant authority. Please submit your Zakat
declarations under Zakat and Usher Ordinance, 1980 & Rule 4 of
Zakat (Deduction & Refund) Rules, 1981 CZ-50 Form, in case you
want to claim exemption, with your brokers or the Central
Depository Company of Pakistan Limited (in case the shares are
held in CDS-Sub Account or CDC Investor Account) or to our Share
Registrar, M/s. CORPLINK (Pvt) Limited, Wings Arcade, 1K,
Commercial, Model Town, Lahore. The shareholders while sending
the Zakat Declarations, as the case may be must quote company
name and their respective Folio numbers.

Shareholders should also notify our M/s. CORPLINK (Pvt) Limited
regarding any change in their addresses.

MANDATORY  PAYMENT OF CASH DIVIDEND
THROUGH ELECTRONIC MODE:

The provision of Section 242 of the Companies Act, 2017 requires
the listed companies that any dividend payable in cash shall only be
paid through electronic mode directly into the bank account
designated by the entitled shareholders. The shareholders who
have not provided their bank account details so far are advised to
provide their below electronic dividend mandate information to
Company’s Share Registrar at the address given above and updates
their CDC accounts/Sub-accounts as the case may be, enabling the
Company to credit your future dividend promptly, if any.

Folio No/Investor Account Number /
CDC Sub Account No.

Title of Account

IBAN Number

Bank Name

Signature of Shareholder

EXEMPTION OF WITHOLDING TAX:-

Withholding Tax exemption from dividend income, shall only be
allowed if copy of valid tax exemption certificate is made available to
our Share Registrar Office M/s. CORPLINK (Pvt) Limited, Wings
Arcade, 1-K, Commercial, Model Town, Lahore upto 21-03-2019.

SUBMISSION OF COPY OF CNIC (MANDATORY):

Individuals including all joint holders holding physical share
certificates are requested to submit a copy of their valid CNIC to M/s.
CORPLINK (Pvt) Limited, Wings Arcade, 1-K, Commercial, Model
Town, Lahore. The shareholders while sending CNIC must quote
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Branch

Branch Address

Mobile Number

CNIC No. (Mandatory)

Email Address

Signature of Shareholder
UNCLAIMED DIVIDEND / SHARES

Shareholders who could not collect their previous dividend/physical
shares are advised to contact our Share Registrar to collect/enquire
about their unclaimed dividend or shares, if any.
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INDEPENDENT AUDITORS REPORT
To the members of The Bank of Punjab
Report on the Audit of the Unconsolidated Financial Statements

Opinion

We have audited the annexed unconsolidated financial statements of The Bank of Punjab, which comprise
the unconsolidated statement of financial position as at 31 December 2018, and the unconsolidated
profit and loss account and the unconsolidated statement of comprehensive income, the unconsolidated
statement of changes in equity and the unconsolidated cash flow statement for the year then ended, along
with unaudited certified returns received from the branches except for 16 branches which have been audited
by us and notes to the unconsolidated financial statements, including a summary of significant accounting
policies and other explanatory information and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of the audit.

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

Basis for Opinion

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

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the unconsolidated financial statements of the current period. These matters were addressed in

the context of our audit of the unconsolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
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Following are the key audit matters:

96-B-I. 4th Floor, Pace Mall Building
M. M. Alam Road, Gulberg-Il
P.O. Box 104, Lahore-54660

Tel: +9242 3577 8402-11
Fax: 49242 3577 8412-13
ey.lhr@pk.ey.com
ey.com/pk

Key audit matters

How the matter was addressed in our audit

1. Provision against non-performing advances

The Bank’s credit portfolios include advances,
debt securities and non-funded credit facilities.
The portfolio is spread across various domestic
branches and include corporate financing to
several public sector entities and large to small size
businesses operating in the private sector, as well
as consumer financing to individuals.

As per the Bank’s accounting policy (refer note
5.5 to the unconsolidated financial statements),
the Bank determines provisions against non-
performing financing exposures in accordance with
the requirements of Prudential Regulations of State
Bank of Pakistan (SBP) and also maintains general
provision in respect of potential credit losses in
the portfolio. The Prudential Regulations require
specific provisioning against financing losses on
the basis of an age based criteria which should be
supplemented by a subjective evaluation of Bank’s
credit portfolio. The determination of financing
loss provision against certain corporate financing,
therefore, involve use of management judgment, on
a case to case basis, taking into account factors
such as the economic and business conditions,
borrowers repayment behaviours and realisability
of collateral held by the Bank.

In view of the significance of this area in terms of
its impact on the financial statements and the level
of involvement of management’s judgment, we
identified adequacy and completeness of provision
against loans and advances as a significant area of
audit judgment and a key audit matter.

The disclosures relating to provisioning against
non-performing advance and related assets are
included in note 10 to the unconsolidated financial
statements.

We applied a range of audit procedures including
the following:

- Wereviewed the Bank’s process for identification
and classification of non-performing financing
including the quality of underlying data and
systems. As part of such review we performed
an analysis of the changes within the different
categories  of classified  non-performing
accounts from last year to the current reporting
date. This analysis was used to gather audit
evidence regarding downgrading of impaired
financing and declassification of accounts from
non-performing to regular, as the case may be.

- We performed independent checks for the
computations of provisions in line with the
requirements of the applicable Prudential
Regulations;

- Inaddition, we selected a representative sample
of borrowers from the financing portfolios
across various branches including individually
significant corporate financing and performed
tests and procedures such as review of financing
documentation, repayment history and past
due status, financial condition as depicted by
the borrowers’ financial statements, nature
of collateral held by the bank and status of
litigation, if any, with the borrower;

- Based on the said credit reviews, we identified
and discussed with the management the
financing accounts where the credit risk appear
to have increased. We reviewed the adequacy of
provisions against such accounts on the basis of
our independent objective evaluation of the risk
mitigating factors that exist in such cases;

- In respect of the level of general provision
maintained by the Bank we discussed the
approach and policy followed by the Bank
with the management on consistent basis and
checked the approval of Board of Directors in
this regard.
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Key audit matters

How the matter was addressed in our audit

statements

2. Revision in the presentation and disclosures requirements of the unconsolidated financial

- We also assessed adequacy of disclosures as
included in note 10 to the unconsolidated
financial statements regarding the non-
performing financing and provisions made
for the same in the unconsolidated financial
statements in accordance with the requirements
of the applicable financial reporting framework.

As referred to in note 2.1.2 to the unconsolidated
financial statements, State Bank of Pakistan (SBP)
vide its BPRD circular no. 02 of 2018, (the circular)
revised the statutory forms of the annual financial
statements of banks effective from the year ended
31 December 2018.

The revised statutory financial reporting
framework as applicable to the Bank, prescribes
the presentation format, nature and content of
disclosures in relation to various elements of the
financial statements.

Please refer to note 2.1.2 to the unconsolidated
financial statements which provide reference to
the accounting policy as well as the additional
disclosures made due to the revised forms of the
financial statements.

The above changes and enhancements in the
unconsolidated financial statements are considered
important and a key audit matter because of the
volume and significance of the changes in the
unconsolidated financial statements resulting from
the transition to the new reporting requirements.

- We assessed the procedures applied by the
management for identification of the changes
required in  the unconsolidated financial
statements due to the application of the revised
forms for the preparation of such unconsolidated
financial statements.

- We assessed the appropriateness of the
changes in the accounting policies made by the
bank as a result of adoption the revised forms of
the unconsolidated financial statements.

- We also reviewed the accounting impacts
incorporated by the management in the
unconsolidated financial statements upon the
changes in accounting policies.

- We also evaluated the sources of information
used by the management for the preparation
of the unconsolidated financial statements
disclosures and the internal consistency of the
disclosures with other elements thereof.

- We considered the adequacy and
appropriateness of the additional disclosures
and changes in the presentation of the
unconsolidated financial statements based on
the requirements of the statutory forms.
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Information Other than the Financial Statements and Auditor’s Report Thereon

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

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

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

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

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

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

The Board of directors is responsible for overseeing the Bank’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Unconsolidated Financial Statements

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

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

. Identify and assess the risks of material misstatement of the unconsolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.
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. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bank’s internal control.

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

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

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

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

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

From the matters communicated with the Board of Directors, we determine those matters that were of
most significance in the audit of the unconsolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
1. Based on our audit, we further report that in our opinion:

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

b) the statement of unconsolidated financial position, the statement of unconsolidated profit and loss
and the statement of unconsolidated comprehensive income, statement of unconsolidated changes
in equity and unconsolidated cash flow statement (together with the notes thereon have been drawn
up in conformity with the Banking Companies Ordinance, 1962 and the Companies Act, 2017 (XIX
of 2017) and are in agreement with the books of account and returns;
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C) investments made, expenditure incurred and guarantees extended during the year were in
accordance with the objects and powers of the Bank and the transactions of the Bank which have
come to our notice have been within the powers of the Bank; and

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

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

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

Chartered Accountants

Date: March 4, 2019

Lahore
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UNCONSOLIDATED STATEMENT OF

FINANCIAL POSITION

As at December 31, 2018

Restated Restated
2018 2017 2016
Note Rupees in ‘000’

ASSETS
Cash and balances with treasury banks 6 43,589,007 42,477,950 35,756,024
Balances with other banks 7 5,802,312 6,077,383 3,765,867
Lendings to financial institutions 8 27,843,153 24,570,850 11,562,133
Investments - net 9 |210,071,483 242,506,452 199,741,990
Advances - net 10 | 381,877,256 295,751,721 262,067,924
Fixed assets 11 8,787,928 7,889,725 7,256,038
Intangible assets 12 891,489 629,162 436,637
Deferred tax assets - net 13 7,965,267 10,724,523 6,480,256
Other assets - net 14 | 27,551,697 27,109,379 20,357,158

714,379,592 657,737,145 547,424,027
LIABILITIES
Bills payable 16 3,577,677 3,365,325 4,183,480
Borrowings 17 | 41,793,201 38,949,362 39,829,134
Deposits and other accounts 18 | 595,581,962 556,281,156 453,219,740
Liabilities against assets subject to finance lease = - -
Subordinated debts 19 8,797,140 4,499,000 4,500,000
Deferred tax liabilities - - -
Other liabilities 20 | 26,909,321 24,910,542 17,837,175

676,659,301 628,005,385 519,569,529
NET ASSETS 37,720,291 29,731,760 27,854,498
REPRESENTED BY
Share capital - net 21 26,173,766 26,173,766 15,287,974
Share deposit money - - 7,000,000
Reserves 4,990,570 3,477,831 1,300,673
Surplus on revaluation of assets - net of tax 22 3,260,312 2,886,602 3,606,913
Unappropriated profit / (accumulated loss) 3,295,643 (2,806,439) 658,938

37,720,291 29,731,760 27,854,498

CONTINGENCIES AND COMMITMENTS 23

The annexed notes 1 to 46 and annexures | and Il form an integral part of these unconsolidated financial

statements.

Chief Financial Officer President
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UNCONSOLIDATED
PROFIT AND LOSS ACCOUNT

For the year ended December 31, 2018

2018 2017
Note Rupees in ‘000’

Mark-up / return / interest earned 24 46,893,398 34,668,327
Mark-up / return / interest expensed 25 26,840,110 19,094,699
Net mark-up / interest income 20,053,288 15,573,628
NON MARK-UP / INTEREST INCOME

Fee and commission income 26 3,245,309 2,806,780
Dividend income 81,661 90,939
Foreign exchange income 226,675 109,173
Income / (loss) from derivatives - -
Gain on securities - net 27 27,767 1,315,868
Other income - net 28 91,518 268,514
Total non-markup / interest income 3,672,930 4,591,274
Total income 23,726,218 20,164,902
NON MARK-UP / INTEREST EXPENSES

Operating expenses 29 12,612,663 10,089,062
Workers welfare fund - -
Other charges 30 53,565 43,0083
Total non-markup / interest expenses 12,666,228 10,132,065
Profit before provisions 11,059,990 10,032,837
(Reversals) / provisions and write offs - net 31 (1,148,365) 14,730,779
Extra ordinary / unusual items - -
PROFIT / (LOSS) BEFORE TAXATION 12,208,355 (4,697,942)
Taxation - net 32 4,644,662 (1,375,887)
PROFIT / (LOSS) AFTER TAXATION 7,563,693 (8,322,055)
Basic earnings / (loss) per share 33 2.86 (1.62)
Diluted earnings / (loss) per share 34 2.86 (1.62)

The annexed notes 1 to 46 and annexures | and Il form an integral part of these unconsolidated financial

statements.

Chief Financial Officer President Chairman

Director
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UNCONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

For the year ended December 31, 2018

Restated
2018 2017
Note Rupees in ‘000’
Profit / (loss) after taxation for the year 7,563,693 (3,322,055)
Other comprehensive income:
Items that will not be reclassified to profit and loss
account in subsequent periods:
Remeasurement loss on defined benefit obligations (172,731) (82,051)
Movement in surplus on revaluation of non-banking
assets - net of tax 22.2 509,790 326,747
337,059 244,696

7,900,752 (3,077,359)

Items that may be reclassified to profit and loss
account in subsequent periods:
Movement in surplus / (deficit) on revaluation of
investments - net of tax 42,130 (895,122)

Total comprehensive income / (loss) 7,942,882 (8,972,481)

The annexed notes 1 to 46 and annexures | and Il form an integral part of these unconsolidated financial
statements.

Chief Financial Officer President Chairman Director Director
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UNCONSOLIDATED
CASH FLOW STATEMENT

For the year ended December 31, 2018

2018 2017
Note Rupees in ‘000’
CASH FLOWS FROM OPERATING ACTIVITIES
Profit / (loss) before taxation 12,208,355 (4,697,942)
Less:Dividend income (81,661) (90,939)
12,126,694 (4,788,881)
Adjustments:
Depreciation on fixed assets 11.2 975,478 788,194
Depreciation on non banking assets acquired in satisfaction of clams ~ 14.1.1 65,918 86,535
Depreciation on ijarah assets under IFAS - 2 29 359,585 339,052
Amortization on intangible assets 12.1 68,425 26,197
Amortization of premium on debt securities - net 421,852 856,114
Unrealized loss on revaluation of investments classified as held for trading 27 3,741 287
(Reversal) / provision and write-offs - net 31 (1,148,365) 14,730,779
Loss / (gain) on sale of fixed assets - net 28 75 (1,789)
Gain on sale of non banking assets - net 28 (36,627) (12,157)
Gain on securities - net 27 (31,508) (1,316,155)
Provision for employees compensated absences 29.1 10,457 9,860
Gratuity expense 29.1 215,184 107,608
904,215 15,614,525
13,030,909 10,825,644
(Increase) / Decrease in operating assets:
Lendings to financial institutions (8,075,626) (8,205,394)
Held for trading securities 7,221,663 (9,014,480)
Advances - net (84,388,995) (48,154,809)
Others assets - net (5689,161) (718,829)
(85,832,119) (66,093,512)
Increase / (Decrease) in operating liabilities:
Bills Payable 212,352 (818,155)
Borrowings from financial institutions 2,691,764 (8583,650)
Deposits 39,300,806 103,061,416
Other liabilities 1,600,407 849,468
43,805,329 102,239,079
Income tax paid (2,842,575) (3,006,066)
Net cash (used in) / flow from operating activities (31,838,456) 43,965,145
CASH FLOW FROM INVESTING ACTIVITIES
Net investments in available for sale securities 24,636,283 (34,816,530)
Net investments in held to maturity securities - 63,832
Dividends received 96,385 79,814
Investments in fixed assets (1,528,974) (1,472,230)
Investments in intangible assets (830,752) (218,720)
Proceeds from sale of fixed assets 150,725 150,057
Proceeds from sale of non banking assets 397,237 280,750
Net cash flow from / (used in) investing activities 23,420,904 (85,933,027)
CASH FLOW FROM FINANCING ACTIVITIES
Repayment of subordinated debts (1,860) (1,000)
Issue of share capital - 6,062,950
Right share issue cost = (231,181)
Issuance of privately placed term finance certificates - Il 4,300,000 -
Net cash flow from financing activities 4,298,140 5,830,769
(Decrease) / increase in cash and cash equivalents (4,119,412) 13,862,887
Cash and cash equivalents at beginning of the year 53,299,968 39,437,081
Cash and cash equivalents at end of the year 35 49,180,556 53,299,968

The annexed notes 1 to 46 and annexures | and Il form an integral part of these unconsolidated financial statements.

Chief Financial Officer President Chairman

Director
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NOTES TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

For the year ended December 31, 2018

1. STATUS AND NATURE OF BUSINESS

The Bank of Punjab (the Bank) was constituted pursuant to The Bank of Punjab Act, 1989. It was
given the status of a scheduled bank by the State Bank of Pakistan (SBP) on September 19, 1994.
It is principally engaged in commercial banking and related services with its registered office at BOP
Tower, 10-B, Block E-Il, Main Boulevard, Gulberg I, Lahore. The Bank has 576 branches including
13 sub branches and 72 Islamic banking branches (2017: 536 branches including 06 sub branches
and 64 Islamic banking branches) in Pakistan and Azad Jammu and Kashmir at the year end. The
Bank is listed on Pakistan Stock Exchange. The majority shares of the Bank are held by Government
of the Punjab (GoPb).

2. BASIS OF PRESENTATION

In accordance with the directives of the Government of Pakistan regarding the conversion of
the Banking system to Islamic modes, the SBP has issued various circulars from time to time.
Permissible forms of trade-related modes of financing include purchase of goods by the Banks
from their customers and immediate resale to them at appropriate marked-up price on deferred
payment basis. The purchases and sales arising under these arrangements are not reflected in
these unconsolidated financial statements as such but are restricted to the amount of facility actually
utilized and the appropriate portion of mark-up thereon.

These unconsolidated financial statements are separate financial statements of the Bank in which
the investment in subsidiaries is stated at cost less impairment losses (if any) and has not been
accounted for on the basis of reported results and net assets of the investee. Consolidated financial
statements of the Group are being issued separately.

The financial results of Islamic Banking business have been consolidated in these unconsolidated
financial statements for reporting purposes, after eliminating inter-branch transactions / balances.
Key financial figures of the Islamic Banking business are disclosed in Annexure-Il to these
unconsolidated financial statements.

21 Statement of compliance

2.1.1 These unconsolidated financial statements have been prepared in accordance with the accounting
and reporting standards as applicable in Pakistan. The accounting and reporting standards comprise
of:
- Directives issued by the SBP and the Securities Exchange Commission of Pakistan (SECP).

- Requirements of The Bank of Punjab Act, 1989;

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

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

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

Wherever the requirements of the directives issued by the SBP and Securities and Exchange
Commission of Pakistan (SECP), The Bank of Punjab Act, 1989, the Banking Companies
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Ordinance, 1962 and the Companies Act, 2017 differ with the requirements of these IFRS or IFAS,
the requirements of the said directives, The Bank of Punjab Act, 1989, the Banking Companies
Ordinance, 1962 and the Companies Act, 2017 take precedence.

2.1.2 The SBP vide BPRD circular no. 02 dated January 25, 2018 specified the new reporting format
for the financial statements of banking companies effective from the year ended December 31,
2018. Accordingly, these unconsolidated financial statements have been prepared in accordance
with the new format which has resulted in following material changes impacting (other than certain
presentation changes) these unconsolidated financial statements:

- Intangible assets (Note 5.7) are now being presented separately in statement of financial
position (previously presented in operating fixed assets);

- Reclassification of surplus on revaluation of fixed assets (Note 5.6), non-banking assets (Note
5.11) and investments (Note 5.4) as part of equity (previously shown under a separate head
below equity);

- Recognition of acceptances (Note 5.20) as on-balance sheet item (previously disclosed as
off-balance sheet item).

2.1.3 SBP as per BSD Circular No. 10, dated August 26, 2002 has deferred the applicability of
International Accounting Standard (IAS) 39, “Financial Instruments: Recognition and Measurement”
and International Accounting Standard (IAS) 40, “Investment Property” for banking companies till
further instructions. Further, according to the notification of SECP dated April 28, 2008, the 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 unconsolidated
financial statements.

2.1.4 The State Bank of Pakistan through BPRD Circular No. 04 of 2015 dated February 25, 2015 has
deferred applicability of Islamic Financial Accounting Standard - 3 for Profit & Loss Sharing on
Deposits (IFAS 3) issued by the Institute of Chartered Accountants of Pakistan and notified by the
SECP, vide their SRO No. 571 of 2013 dated June 12, 2013 for Institutions offering Islamic Financial
Services (IIFS). The standard will result in certain new disclosures in these unconsolidated financial
statements of the Bank.

2.1.5 New accounting standards / amendments and IFRS interpretations that are effective for the
year ended December 31, 2018

During the year, certain amendments to standards, interpretations and improvement to accounting
standards became effective; however, the amendments, interpretations and improvements did not
have any material effect on these unconsolidated financial statements of the Bank.

2.1.6 New accounting standards and IFRS interpretations that are not yet effective:

The following standards, amendments and interpretations are only effective for accounting periods,
beginning on or after the date mentioned against each of them. The Bank considers that the
following standards and interpretations are either not relevant or will not have any material impact on
its financial statements in the period of initial application other than IFRS 9 and IFRS 16. With regard
to IFRS 9, the Bank considers that as the Prudential Regulations and other SBP directives currently
provide the accounting framework for the measurement and valuation of investments and provision
against non performing loans and advances, the implementation of IFRS 9 may require changes
in the regulatory regime. Therefore, the Bank expects that SBP would issue suitable guidance and
instruction on the application of IFRS 9 for the banking sector of Pakistan. With regard to IFRS 16,
the Bank is currently evaluating the impact of application of IFRS 16 on the financial statements.
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3.1

3.2

4.1

Standard or Effective date
Interpretations (accounting periods
beginning on or after)

IFRS 16 Leases January 01, 2019
IFRS 17 Insurance Contracts January 01, 2021
IFRIC 23 Uncertainty over Income Tax Treatments January 01, 2019
IFRS 9 Financial Instruments IFRS 9: Classification

and measurement July 01, 2018
IFRS 9 Amendments to IFRS 9 (Prepayment Features with

Negative Compensation) July 01, 2018
IFRS 3 Amendments to IFRS 3 (Definition of a Business) January 01, 2020
IAS1&8 Amendments to IAS 1 and IAS 8 (Definition of Material) January 01, 2020
IAS 28 Amendments to IAS 28 (Long-term Interests in

Associates and Joint Ventures) January 01, 2019
IAS 19 Amendments to IAS 19 (Plan Amendment,

Curtailment or Settlement) January 01, 2019

Annual Improvements to IFRS Standards

2015-2017 Cycle January 01, 2019

BASIS OF MEASUREMENT

These unconsolidated financial statements have been prepared under the historical cost convention,
except for revaluation of freehold land and buildings on freehold land, revaluation of non banking
assets acquired in satisfaction of claims, valuation of certain investments and commitments in
respect of forward exchange contracts at fair value and certain staff retirement benefits at present
value.

These unconsolidated financial statements are presented in Pak Rupees, which is the Bank’s
functional and presentation currency.

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

The preparation of financial statements in conformity with the approved accounting standards
requires the use of certain critical accounting estimates. It also requires the management to exercise
its judgment in the process of applying the Bank’s accounting policies. Estimates and judgments
are continually evaluated and are based on historical experiences, including expectations of future
events that are believed to be reasonable under the circumstances. The areas where various
assumptions and estimates are significant to the Bank’s unconsolidated financial statements or
where judgment was exercised in the application of accounting policies are as follows:

Classification of investments

In classifying investments as “held for trading” the Bank has determined securities which are acquired
with the intention to trade by taking advantage of short term market / interest rate movements and
are to be sold within 90 days.

In classifying investments as “held to maturity” the Bank follows the guidance provided in SBP
circulars on classifying non-derivative financial assets with fixed or determinable payments and
fixed maturity. In making this judgment, the Bank evaluates its intention and ability to hold such
investments to maturity.

The investments which are not classified as held for trading or held to maturity are classified as
available for sale.
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4.2 Provision against non-performing advances and debt securities classified as investments

Apart from the provision determined on the basis of time-based criteria given in Prudential
Regulations issued by the SBP, the management also applies the subjective criteria of classification
and, accordingly, the classification of advances and debt securities is downgraded on the basis of
credit worthiness of the borrower, its cash flows, operations in account and adequacy of security in
order to ensure accurate measurement of the provision.

4.3 Impairment of available for sale investments

The Bank considers that available for sale equity investments are impaired when there has been a
significant and prolonged decline in the fair value below its cost. Other factors will also need to be
considered before deciding the permanent impairment of investment. This determination of what is
significant and prolonged requires judgment. In addition, impairment may be appropriate when there
is evidence of deterioration in the financial health of the investee, industry and sector performance.
As of the statement of financial position date, the management has determined an impairment loss
on available for sale securities, held to maturity securities and subsidiary company as disclosed in
note 9.3.

4.4  Depreciation, amortization and revaluation of fixed assets

Estimates of useful life of fixed assets are based on management’s best estimate. In making
estimates of the depreciation / amortization method, the management uses method which reflects
the pattern in which economic benefits are expected to be consumed by the Bank. The method
applied is reviewed at each financial year end and if there is a change in the expected pattern of
consumption of the future economic benefits embodied in the assets, the method is changed to
reflect the change in pattern. Further, the Bank estimates the revalued amount of freehold land and
buildings on freehold land on a regular basis. The estimates are based on valuations carried out by
an independent valuation expert under the market conditions.

4.5 Income taxes

In making estimates for income taxes currently payable by the Bank, the management considers
the current income tax laws and the decisions of appellate authorities on certain issues in the past.
There are certain matters where the Bank’s view differs with the view taken by the income tax
authorities and such amounts are shown as a contingent liability.

4.6  Staff retirement benefits

The amount of provision for gratuity and compensated absences is determined using actuarial
valuation. The valuation involves making use of assumptions about discount rates, mortality,
expected rate of salary increases, retirement rates, and average leave utilization per year. Due to the
degree of subjectivity involved and long-term nature of these plans, such estimates are subject to
significant uncertainty.

4.7 Non banking assets acquired in satisfaction of claims
The Bank estimates the revalued amounts of non banking assets acquired in satisfaction of claims

on a regular basis. The estimates are based on expected legal enforceability, ease of realization and
valuations carried out by an independent valuation expert under the market conditions.
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5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these unconsolidated financial statements
are consistent with those of previous financial year, except for the change explained in note 5.1.
Significant accounting policies are enumerated as follows:

5.1  Surplus on revaluation of fixed assets

Upto December 31, 2017, surplus / (deficit) on revaluation of fixed assets was measured under the
repealed Companies Ordinance, 1984.

The repealed Ordinance specified the accounting treatment for the surplus / (deficit) on revaluation
of fixed assets, wherein, a deficit arising on revaluation of a particular property was to be adjusted
against the total balance in the surplus account or, if no surplus existed, was to be charged to the
profit and loss account as an impairment of the assets. However, the Companies Act, 2017 removed
the specific provisions allowing the above treatment and hence, a deficit arising on revaluation of
a particular property is now to be accounted for in accordance with applicable financial reporting
standards. Accordingly, any surplus/deficit arising on revaluation of fixed assets is accounted for at
individual asset level wherein any deficit on revaluation is charged to profit and loss account after
netting off any surplus already recorded on that asset.

This change in accounting policy has no impact on Bank’s statement of financial position and profit
and loss account, therefore no adjustments are being taken.

5.2 Cash and cash equivalents

Cash and cash equivalents include cash and balances with treasury banks, balances with other
banks and call money lendings less over drawn nostro accounts and other overdrawn bank
accounts.

5.3 Lendings / borrowings from financial institutions

The Bank enters into transactions of repo and reverse repo at contracted rates for a specified period
of time. These are recorded as under:

5.3.1 Sale under repurchase obligations

Securities sold subject to a repurchase agreement (repo) are retained in the financial statements as
investments and the counter party liability is included in borrowings from financial institutions. The
differential in sale and repurchase price is accrued using effective yield method and recorded as
interest expense over the term of the related repo agreement.

5.3.2 Purchase under resale obligations

Securities purchased under agreement to resell (reverse repo) are not recognized in the financial
statements as investments and the amount extended to the counter party is included in lendings to
financial institutions. The differential between the contracted price and resale price is amortized over
the period of the contract and recorded as interest income.

5.4 Investments
Investments other than those categorized as held for trading are initially recognized at fair value
which includes transaction costs associated with the investments. Investments classified at held for

trading are initially recognized at fair value and transaction costs are expensed in the profit and loss
account.

ANNUAL REPORT 2018 | BOP



All regular way purchase / sale of investment are recognized on the trade date, i.e., the date the
Bank commits to purchase / sell the investments. Regular way purchase or sale of investment
requires delivery of securities within the time frame generally established by regulation or convention
in the market place.

Investment in subsidiary is stated at cost less provision for impairment (if any). Other investments are
classified as follows:

Held for trading

These are securities which are acquired with the intention to trade by taking advantage of short-term
market/interest rate movements. These are carried at market value, with the related surplus / (deficit)
on revaluation being taken to profit and loss account.

Held to maturity

These are securities with fixed or determinable payments and fixed maturity that are held with the
intention and ability to hold to maturity. These are carried at amortized cost.

Available for sale

These are investments, other than those in subsidiaries and associates, which do not fall under the
held for trading or held to maturity categories. These are carried at market value with the surplus /
(deficit) on revaluation taken to ‘Surplus / (deficit) on revaluation of assets’ shown in equity, except
available for sale investments in unquoted shares, debentures, bonds, participation term certificates,
term finance certificates, federal, provincial and foreign government securities (except for Treasury
Bills and Pakistan Investment Bonds) which are stated at cost less provision for diminution in value
of investments, if any.

Provision for diminution in the value of investments is made after considering impairment, if any, in
their value and charged to profit and loss account. Provision for diminution in value of investments in
respect of unquoted shares is calculated with reference to break-up value. Provision for diminution
in value of investments for unquoted debt securities is calculated with reference to the time-based
criteria as per the SBP’s Prudential Regulations.

Premium or discount on debt securities classified as available for sale and held to maturity securities
are amortized using the effective yield method.

On de-recognition or impairment in quoted available for sale securities the cumulative gain or loss
previously reported as “Surplus / (Deficit) on revaluation of assets” in equity is included in the profit
and loss account for the year.

Gain and loss on disposal of investments are dealt with through the profit and loss account in the
year in which they arise.

5.5 Advances including net investment in finance lease
Advances and net investments in finance lease are stated net of provision for doubtful debts.
Provision for doubtful debts is made in accordance with the Prudential Regulations prescribed by
the SBP and charged to profit and loss account.
Leases where risks and rewards incidental to ownership are substantially transferred to lessee are

classified as finance lease. A receivable is recognized at an amount equal to the present value of the
lease payments including any guaranteed residual value.
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The rentals received / receivable on ljarahs are recorded as income / revenue. Depreciation on
ljarah assets is charged to profit and loss account by applying the straight line method whereby the
depreciable value of ljarah assets is written off over the ljarah period. The Bank charges depreciation
from the date of the delivery of respective assets to Mustajir upto the date of maturity / termination
of ljarah agreement.

5.6 Fixed assets and depreciation
5.6.1 Owned

Property and equipment, other than freehold land which is not depreciated, are stated at cost
or revalued amounts less accumulated depreciation and accumulated impairment losses (if any).
Freehold land is carried at revalued amount.

Depreciation on property and equipment is charged to income using the diminishing balance method
S0 as to write off the historical cost / revalued amount of the asset over its estimated useful life,
except motor vehicles, leasehold improvements and computer equipment on which depreciation
is charged using the straight line basis. The rates at which the depreciation is charged are given
in note 11.2 to these unconsolidated financial statements. Impairment loss or its reversal, if any, is
charged to income. When an impairment loss is recognized, the depreciation charge is adjusted in
future periods to allocate the asset’s revised carrying amount over its estimated useful life.

Depreciation on additions is charged from the month the assets are available for use while no
depreciation is charged in the month in which the assets are disposed.

Surplus arising on revaluation of freehold land and buildings on freehold land is credited to the
“Surplus on Revaluation of Assets” in equity and any deficit arising on revaluation is taken to profit and
loss account directly. Revaluation is carried out with sufficient regularity to ensure that the carrying
amount of assets does not differ materially from the fair value. To the extent of the incremental
depreciation charged on the revalued assets, the related surplus on revaluation of buildings (net of
deferred taxation) is transferred directly to un-appropriated profit / accumulated loss.

Gains and losses on sale of fixed assets are included in profit and loss account currently.

Major renewals and improvements are capitalized and the assets so replaced, if any, are retired.
Normal repairs and maintenance are charged to the profit and loss account as and when incurred.

Capital work-in-progress is stated at cost less accumulated impairment losses (if any). These are
transferred to specific assets as and when assets are available for use.

5.6.2 Leased

Property and equipment subject to finance lease are accounted for by recording the assets and
the related liabilities. These are stated at fair value or present value of minimum lease payments
whichever is lower at the inception of the lease less accumulated depreciation. Financial charges are
allocated over the period of lease term so as to provide a constant periodic rate of financial charge
on the outstanding liability.

5.7 Intangible assets

Intangible assets are stated at cost less accumulated amortization and accumulated impairment
losses (if any). The cost of intangible assets is amortized over their useful lives, using the straight
line method as per the rates given in note 12.1 to these unconsolidated financial statements.
Amortization on additions is charged from the month the assets are available for use while no
amortization is charged in the month in which the assets are disposed.
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Intangible-in-progress is stated at cost less accumulated impairment losses (if any). These are
transferred to specific assets as and when assets are available for use.

5.8 Borrowings / deposits

Borrowings / deposits are recorded at the proceeds received. The cost of borrowings / deposits is
recognized as an expense in the period in which this is incurred.

5.9 Subordinated debt

Subordinated loans are initially recorded at the amount of proceeds received. Mark-up accrued on
subordinated loans is recognized separately as part of other liabilities and is charged to the profit
and loss account over the period on an accrual basis.

5.10 Employee retirement and other benefits

Defined contribution plan - Provident fund

The Bank operates an approved provident fund scheme, covering all permanent employees.
Contributions are made monthly by the Bank and the employees at the rate of 8.33% of basic salary.
Contributions by the Bank are charged to profit and loss account.

Defined benefit plan - Gratuity scheme

The Bank operates an approved funded gratuity scheme for all its permanent employees.
Contributions are made to cover the obligations under the scheme on the basis of actuarial
valuation and are charged to income. Actuarial gains and losses are charged or credited to other
comprehensive income in the year in which they occur.

Defined benefit plan - Employees’ compensated absences

The Bank makes annual provision in the financial statements for its liabilities towards vested
compensated absences accumulated by its employees on the basis of actuarial valuation. Actuarial
gains and losses are charged to income in the year in which they occur.

5.11 Assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims are carried at revalued amounts less
accumulated depreciation except land which is carried at revalued amount. Revaluation by
independent professionally qualified valuers, is carried out with sufficient regularity to ensure that
their net carrying value does not differ materially from their fair value. Surplus arising on revaluation
of non banking assets is credited to the ‘surplus on revaluation of assets’ account and any deficit
arising on revaluation is taken to profit and loss account directly. Legal fees, transfer costs and direct
costs of acquiring title to property is charged to profit and loss account and not capitalized.

5.12 Foreign currencies

Transactions in foreign currency are translated to Rupees at the exchange rates prevailing on
the date of transaction. Monetary assets and liabilities and commitments for letters of credit and
acceptances in foreign currencies are translated at the exchange rates prevailing at the statement
of financial position date except assets and liabilities for which there are forward contracts which
are translated at the contracted rates. Forward exchange contracts and foreign bills purchased are
valued at forward rates applicable to their respective maturities.

All exchange differences are charged to profit and loss account.
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5.13 Revenue recognition

Revenue is recognized to the extent that the economic benefits will flow to the Bank and the
revenue can be reliably measured. The following recognition criteria must be met before revenue is
recognized:

Mark-up / return / interest income

Mark-up / return / interest on advances and return on investments are recognized in profit and loss
account on an accrual basis, except mark-up on non-performing advances which is recognized
when received.

Dividend income
Dividend income is recognized when the Bank’s right to receive the dividend is established.

Lease finance income

Financing method is used in accounting for income from lease financing. Under this method, the
unearned lease income (excess of the sum of total lease rentals and estimated residual value over
the cost of leased assets) is deferred and taken to income over the term of the lease periods so as
to produce a constant periodic rate of return on the outstanding net investment in lease. Unrealized
lease income is suspended, where necessary, in accordance with the requirements of the SBP.
Gain/loss on termination of lease contracts, documentation charges and other lease income are
recognized as income when these are realized.

Fees and commission income
Commission income is recognized on time proportion basis.

5.14 Operating leases

Operating lease rentals are recorded in profit and loss account on a time proportion basis over the
term of the lease arrangements.

5.15 Taxation
Current

Provision for current taxation is based on taxable income for the year determined in accordance with
the prevailing law for taxation of income. The charge for current tax is calculated using prevailing tax
rates or tax rates expected to apply to the profit for the year if enacted. The charge for current tax
also includes adjustments, where considered necessary, to provision for tax made in previous years
arising from assessments framed during the year for such years.

Prior years

The taxation charge for prior years represents adjustments to the tax charge relating to prior years,
arising from assessments / changes in laws and changes in estimates made during the current year.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary
differences arising from differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax basis used in the computation of taxable profit.
Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred tax
assets are recognized to the extent that it is probable that the taxable profits will be available against
which the deductible temporary differences, unused tax losses and tax credits can be utilized.
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5.16

5.17

5.18

5.19

5.20

5.21

5.21.1

Deferred tax is calculated at the rates that are expected to apply to the period when the differences
reverse based on tax rates that have been enacted or substantively enacted by the statement of
financial position date. Deferred tax is charged or credited in income statement, except in the case
of items credited or charged to equity in which case it is included in equity.

The Bank also recognizes deferred tax asset / liability on deficit / surplus on revaluation of operating
fixed assets and available for sale securities which is adjusted against the related deficit / surplus in
accordance with the requirements of International Accounting Standard (IAS)12, ‘Income Taxes’.

Impairment

The carrying amounts of assets (other than deferred tax assets) are reviewed for impairment at each
statement of financial position date whenever events or changes in circumstances indicate that
the carrying amounts of the assets may not be recoverable. If such indication exists, and where
the carrying value exceeds the estimated recoverable amount, assets are written down to their
recoverable amount. The resulting impairment loss is taken to the profit and loss account except for
impairment loss on revalued assets, which is adjusted against the related revaluation surplus to the
extent that the impairment loss does not exceed the surplus on revaluation of that asset.

Provisions

Provisions are recorded when the Bank has a present obligation as a result of a past event when it
is probable that it will result in an outflow of economic benefits and a reliable estimate can be made
of the amount of the obligation.

Provision for off balance sheet obligations

Provision for guarantees, claims and other off balance sheet obligations are made when the Bank
has legal or constructive obligation as a result of past events, it is probable that an outflow of
resources will be required to settle the obligation and a reliable estimate of amount can be made.
Charge to profit and loss account is stated net of expected recoveries.

Share capital

Ordinary shares are classified as equity and recognized at their face value. Incremental costs directly
attributable to the issue of new shares are shown in equity as a deduction from the equity.

Acceptances

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

Financial instruments
Financial assets and liabilities

Financial instruments carried on the statement of financial position include cash and bank balances,
lending to financial institutions, investments, advances, certain receivables, borrowing from financial
institutions, deposits and other payables. The particular recognition criteria adopted for significant
financial assets and financial liabilities are disclosed in the individual policy statements associated
with them.

5.21.2 Off setting

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

A segment is a distinguishable component of the Bank that is engaged either in providing product
or services (business segment), or in providing products or services within a particular economic
environment (geographical segment), which is subject to risks and rewards that are different from
those of other segments.

During the year, SBP through its circular no. 02 dated January 25, 2018 has directed to report
operating segments on the basis of management accountability and monitoring. Accordingly, the
segment information disclosed in theses unconsolidated financial statements along with comparative
information has been prepared in accordance with IFRS - 8 “Operating Segments”.

5.22.1 Business segments

Wholesale
This includes, loans , deposits , project finance, real estate finance, export finance, trade finance,
investment banking, and other banking activities with corporate and public sector customers.

Retail
It includes lending and deposits, banking services, private lending and deposits, trust and estate
investment advice, merchant / commercial and private labels and retail.

Consumer and agri

It includes loans and deposits of individuals and agriculture customers. Products offered to
customers include transport finance, house finance, livestock finance, dairy finance etc.

Treasury

It includes fixed income, equity, foreign exchanges, commodities, credit, funding, own position
securities, lending and repos and brokerage debt.

Islamic
The segment pertains to full scale Islamic Banking operation of the Bank.

Others
This includes head office related activities, and all other activities not tagged to the segments above.

5.22.2 Geographical segments
The Bank operates only in Pakistan.

5.23 Dividend distribution and appropriations
Dividend distributions and appropriation to reserves are recognized as a liability in the financial
statements in the period in which these are approved. Transfer to statutory reserve and any of the
mandatory appropriations as may be required by law are recognized in the period to which they
relate.

5.24 Earnings per share
The Bank presents earnings per share (EPS) for its ordinary shares which is calculated by dividing
the profit or loss attributable to ordinary shareholders of the Bank by weighted average number
of ordinary shares outstanding during the year. Diluted EPS is determined by adjusting the profit

or loss attributable to ordinary shareholders and the weighted average number of ordinary shares
outstanding for the effect of all dilutive potential ordinary shares (if any).
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2018 2017
Note Rupees in ‘000’
6. CASH AND BALANCES WITH TREASURY BANKS
In hand:
Local currency 8,558,512 7,678,575
Foreign currency 1,667,982 989,859
10,126,494 8,668,434
With SBP in:
Local currency current account 6.1 19,249,466 21,547,521
Foreign currency current account 6.2 431,861 427,867
Foreign currency deposit account 6.3 1,283,551 1,263,173
20,964,878 23,238,561
With National Bank of Pakistan in:
Local currency current account 12,451,416 10,527,699
Prize bonds 46,219 43,256
43,589,007 42,477,950
6.1 This represents current account maintained with the SBP under the requirements of section 22
“Cash Reserve Requirement” of the Banking Companies Ordinance, 1962.
6.2  This represents mandatory reserves maintained in respect of foreign currency deposits under FE-25
scheme, as prescribed by the SBP.
6.3  This carries mark-up at the rate ranging from 0.56% to 1.35% per annum (2017: 0.23% to 0.37%
per annum) as announced by SBP on monthly basis.
2018 2017
Note Rupees in ‘000’
7. BALANCES WITH OTHER BANKS
In Pakistan:
Current accounts 3,747,534 2,902,571
Deposit accounts 71 1,517,470 2,371,040
5,265,004 5,273,611
Qutside Pakistan:
Current accounts 435,386 276,364
Deposit account 7.2 101,422 527,408
537,308 803,772
5,802,312 6,077,383
7.1 These carry mark-up at rates ranging from 3.07% to 8.90% per annum (2017: 2.40% to 5.55% per
annum).
7.2 This carry mark-up at 2.1% per annum (2017: 0.77% to 1.17% per annum).
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2018 2017

Note Rupees in ‘000’
8. LENDINGS TO FINANCIAL INSTITUTIONS
Call money lendings - 4,803,323
Repurchase agreement lendings (Reverse Repo) 8.2 22,093,153 9,510,527
Bai muajjal receivable with SBP - 767,000
Placements 8.3 5,750,000 9,490,000
27,843,153 24,570,850
8.1 Particulars of lendings
In local currency 27,843,153 24,570,850
In foreign currencies - -
27,843,153 24,570,850
8.2  Securities held as collateral against lendings to financial institutions
2018 2017
Rupees in ‘000’
Held by Further Total Held by Further Total
bank given as bank given as
collateral collateral
Market treasury bills - - - 8,650,527 - 8,650,527
Pakistan investment bonds 22,093,153 - 22,093,153 860,000 - 860,000
Total 22,093,153 - 22,093,153 9,510,527 - 9,510,527
Market value of securities held as collateral as at December 31, 2018 amounted to Rs. 21,350,630
thousand (2017: Rs. 9,526,431 thousand). These carry mark-up at rate ranging from 10.00% to
10.50% per annum (2017: 5.90% to 6.25% per annum) with maturities upto February 07, 2019.
8.3  These carry profit at rate ranging from 9.00% to 9.80% per annum (2017: 5.60% to 6.25% per
annum) with maturities upto February 25, 2019.
9. INVESTMENTS - NET
2018 2017
Cost/ Provision Surplus Carrying Cost / Provision Surplus Carrying
Amortised for / (Deficit) value Amortised for / (Deficit) value
cost diminution cost diminution
Note Rupees in ‘000’
9.1 Investments by type:
Held-for-trading securities
Federal government securities 9.1.1 25,075,868 (1,892) 25,073,976 32,310,448 - (287) 32,310,161
Ordinary shares 12,630 (1,849) 10,781 - - - -
25,088,498 (38,741) 25,084,757 32,310,448 - (287) 32,310,161
Available-for-sale securities
Federal government securities 9.1.1&9.21 177,736,092 - (44,199) 177,691,893 203,203,555 - 38,284 203,241,839
Shares 2,122,045 (1,024,880) 24,614 1,121,779 2,260,797 (777,126)  (138,245) 1,345,426
Non government debt securities 8,119,488 (2,236,623) 2,094 5,884,959 7,542,070 (2,236,623) 17,654 5,323,101
Foreign securities 4,019 - 4,019 - - - -
187,981,644 (3,261,503) (17,491) 184,702,650 213,006,422 (3,013,749) (82,307) 209,910,366
Held-to-maturity securities
Federal government securities 9.1.1&9.6.1 250,329 - 250,329 252,178 - - 252,178
WAPDA bonds 400 (400) - 400 (400) - -
250,729 (400) 250,329 252,578 (400) - 252,178
Subsidiaries 9.1.3 164,945 (131,198) 33,747 164,945 (131,198) - 33,747
Total investments 213,485,816  (3,393,101) (21,232) 210,071,483 245,734,393 (3,145,347) (82,594) 242,506,452
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9.1.1 Market treasury bills and Pakistan investment bonds are eligible for re-discounting with SBP.

9.1.2 Certain approved / Government securities are kept with the SBP to meet statutory liquidity
requirements calculated on the basis of domestic demand and time liabilities.

9.1.3 The Bank has three subsidiary companies i.e. Punjab Management Services (Private) Limited (PMSL),

First Punjab Modaraba (FPM) and Punjab Capital Securities (Private) Limited (PCS). The wholly

owned subsidiary company of the Group, PMSL exercises control over FPM, as its management

company and also has a direct economic interest in it. Further, PCS is a wholly owned subsidiary of

FPM. Key financial results of subsidary companies are as follows.

PMSL FPM PCS
2018 2017 2018 2017 2018 2017
Rupees in ‘000’
Total assets 54,851 73,544 2,094,473 1,894,429 78,081 78,818
Total liabilities 48,692 46,648 1,898,850 1,708,697 11,846 7,435
Equity 6,259 26,896 195,623 185,732 66,235 71,383
Revenue 3,079 2,672 177,427 171,199 8,104 657
Profit / (loss) after tax (8,320) (1,001) 26,914 25,380 (5,448) (5,117)
Total comprehensive income (20,637) (95,578) 26,914 24,423 (5,448) (5,117)
2018 2017
Cost/ Provision Surplus Carrying Cost / Provision Surplus Carrying
Amortised for / (Deficit) value Amortised for / (Deficit) value
cost diminution cost diminution
Note Rupees in ‘000’
9.2 Investments by segments:
Federal government securities:
Market treasury bills 9.2.1 197,432,162 (14,005) 197,418,157 195,749,077 376 195,749,453
Pakistan investment bonds 250,329 - 250,329 34,985,878 40,646 35,026,524
liarah sukuks 2,623,602 (32,086) 2,591,516 5,031,226 (3,025) 5,028,201
Sukuk - bai muajjal with
Government of Pakistan 2,756,196 - - 2,756,196 - -
WAPDA bonds 400 (400) - - 400 (400)
203,062,689 (400) (46,091) 203,016,198 235,766,581 (400) 37,997 235,804,178
Shares:
Listed companies 2,028,317 (1,015,870) 22,765 1,035,212 2,164,391  (768,116) (138,245) 1,258,030
Unlisted companies 106,358 (9,010 - 97,348 96,406 (9,010 87,396
2,134,675 (1,024,880) 22,765 1,132,560 2,260,797  (777,126) (138,245) 1,345,426
Non government debt securities:
Listed 867,573 (17,348) 2,094 852,319 1,330,918 (17,348) 17,654 1,331,224
Unlisted 7,251,915  (2,219,275) - 5,032,640 6,211,162 (2,219,275) - 3,991,877
8,119,488 (2,236,623) 2,094 5,884,959 7,542,070 (2,236,623) 17,654 5,323,101
Foreign securities:
Equity securities 4,019 - 4,019 - - -
Subsidiaries:
Punjab modaraba services
(private) limited 164,945 (131,198) - 33,747 164,945  (131,198) 33,747
Total investments 213,485,816 (3,393,101) (21,232) 210,071,483 245,734,393 (3,145,347) (82,594) 242,506,452
2018 2017
Rupees in ‘000’
9.2.1 Investments given as collateral
Market treasury bills 19,829,188 20,712,635
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2018 2017
Rupees in ‘000’

9.3  Provision for diminution in value of investments
9.3.1 Opening balance 3,145,347 3,068,083
Charge / reversals :
Charge for the year 247,754 94,584
Reversals for the year - (9,226)
247,754 85,358
Reversal on disposals - (8,094)
Closing Balance 3,393,101 3,145,347
9.3.2 Particulars of provision against debt securities
2018 2017
Category of classification NPI Provision NPI Provision
Rupees in ‘000’
Domestic
Other assets especially mentioned - - - -
Substandard - - - -
Doubtful - - - -
Loss 2,237,023 2,237,023 2,237,023 2,237,023
Total 2,237,023 2,237,023 2,237,023 2,237,023
2018 2017
Cost / Amortized cost
Rupees in ‘000’
9.4  Quality of available for sale securities

Details regarding quality of Available for Sale (AFS)

securities are as follows:

Federal government securities - government guaranteed

Market treasury bills
Pakistan investment bonds
ljarah sukuks

172,356,294 163,438,629
= 34,733,700
2,623,602 5,031,226

Sukuk bai-muajjal with Government of Pakistan 2,756,196 -

177,736,092 203,203,555
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2018 2017

Cost / Amortized cost

Rupees in ‘000’

Shares
Cement 74,957 21,367
Fertilizer 877,838 1,053,360
Commercial banks 258,827 357,577
Power generation & distribution 388,039 369,004
Technology & telecommunication 85,415 67,319
Textile composite 73,008 73,008
Cable & electrical goods 265,475 230,628
Textile spinning 2,067 2,067
Qil & gas marketing companies 3,398 3,398
Sugar & allied industries 89,448 79,496
Paper & board 85 85
Leasing companies 168 168
Glass & ceramics 43 43
Others 3,277 3,277
2,122,045 2,260,797
2018 2017
Unlisted Companies Cost Breakup Cost Breakup
value value
Rupees in ‘000’
Al - Baraka bank Pakistan limited 25,000 15,990 25,000 15,990
Al - Arabia sugar mills limited 81,358 106,498 71,406 93,471

106,358 122,488 96,406 109,461

2018 2017

Cost

Rupees in ‘000’

Non government debt securities

Listed

- AAA 250,000 499,650
- AA+, AA, AA- 595,240 809,122
- Unrated 22,333 22,146
867,573 1,330,918

Unlisted
- AAA 3,878,571 2,771,429
- AA+, AA, AA- 501,448 -
- A+ A A- 306,943 723,286
- Unrated 2,564,953 2,716,437
7,251,915 6,211,152

9.5 Foreign equity securities

SWIFT shares 4,019 -

IE5l BOP | ANNUAL REPORT 2018



This represents 66 shares of Swift purchased by the Bank as per mandatory requirement of the Swift
by-laws requiring its members to purchase shares allocated on the basis of financial contributions

payable to Swift.

9.6 Particulars relating to Held to Maturity securities are as follows:
2018 2017
Cost / Amortized cost
Rupees in ‘000’
Federal government securities - government guaranteed
Pakistan investment bonds 250,329 252,178
9.6.1 Market value of held to maturity investments amounted to Rs. 248,902 thousand (2017: Rs. 258,323
thousand).
10. ADVANCES - NET
Performing Non Performing Total
2018 2017 2018 2017 2018 2017
Note Rupees in ‘000’
Loans, cash credits, running
finances, etc. 10.1 324,864,552 263,144,795 49,076,188 50,659,000 373,940,740 313,803,795
Net book value of assets in ijarah under
IFAS 2 - In Pakistan 337,920 633,684 215,000 215,000 552,920 848,684
Islamic financing and related assets 19,584,952 10,927,660 76,882 60,000 19,661,834 10,987,660
Bills discounted and purchased 31,583,488 16,078,284 16,992 16,992 31,600,480 16,095,276
Advances - gross 376,370,912 290,784,423 49,385,062 50,950,992 425,755,974 341,735,415
Provision against advances:
- Specific - - (43,530,419) (45,558,411) (43,530,419) (45,558,411)
- General (348,299) (425,283) - - (348,299) (425,283)
(348,299) (425,283) (43,530,419) (45,558,411) (43,878,718)  (45,983,694)
Advances - net of provision 376,022,613 290,359,140 5,854,643 5,392,581 381,877,256 295,751,721
10.1 Includes net investment in finance lease as disclosed below:
2018 2017
Not later Later than Over Not later Later than Over
than one Ione a: d five Total than one lonetind five Total
year ess than years year ess than years
five years five years
Rupees in ‘000’ Rupees in ‘000’
Lease rentals receivable 2,965,571 24,128,949 - 27,094,520 3,131,032 24,046,645 - 27,177,677
Residual value 887,435 10,679,835 - 11,567,270 847,727 9,436,103 - 10,283,830
Minimum lease payments 3,853,006 34,808,784 - 38,661,790 3,978,759 33,482,748 - 37,461,507
Financial charges for
future periods 970,028 2,641,092 - 3,611,120 880,126 1,422,530 - 2,302,656
Present value of minimum
lease payments 2,882,978 32,167,692 - 35,050,670 3,098,633 32,060,218 - 35,158,851
2018 2017
Rupees in ‘000’
10.2 Particulars of advances (gross)
In local currency 425,610,828 341,555,198
In foreign currencies 145,146 180,217
425,755,974 341,735,415
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10.3 Advances include Rs. 49,385,062 thousand (2017: 50,950,992 thousand) which have been placed
under non-performing status as detailed below:
2018 2017
Non Non
Category of classification performing  Provision  performing Provision
loans loans
Rupees in ‘000’
Domestic
Other assets especially mentioned 52,234 801 81,5633 2,895
Substandard 351,004 65,741 285,447 54,330
Doubtful 9,722,789 5,247,064 7,540,694 3,546,630
Loss 39,259,035 38,216,813 43,043,318 41,954,556
Total 49,385,062 43,530,419 50,950,992 45,558,411
10.4 Particulars of provision against advances
2018 2017
Note Specific General Total Specific General Total
Rupees in ‘000’
Opening balance 45,558,411 425,283 45,983,694 31,462,960 390,971 31,853,931
Charge for the year 2,350,848 -|| 2,350,848 |17,194,540 34,312 17,228,852
Reversals for the year (4,372,439)|| (76,984) || (4,449,423) |(3,096,892) -11(3,096,892)
(2,021,591)  (76,984) (2,098,575) 14,097,648 34,312 14,131,960
Amounts written off 10.5.1 (6,401) - (6,401) (2,197) - 2,197)
Closing balance 43,530,419 348,299 43,878,718 45,558,411 425,283 45,983,694
10.4.1 Particulars of provision against
advances with respect to currencies
In local currency 43,530,419 || 348,299 ||43,878,718| |45,558,411|| 425,283 | 45,983,694
In foreign currencies - - - - - -
43,530,419 348,299 43,878,718 45,558,411 425283 45,983,694
10.4.2 General provision represents provision against consumer financing portfolio as required by Prudential
Regulations issued by the SBP.
10.4.3 The Bank has availed the benefit of Forced Sale Value (FSV) of collateral against non-performing
advances as allowed vide BSD Circular No.1 dated October 21, 2011. This has resulted in decrease
in provision against non-performing advances by Rs. 1,186,127 thousand (2017: Rs. 1,380,448
thousand). The FSV benefit availed is not available for cash or stock dividend.
2018 2017
Note Rupees in ‘000’
10.5 Particulars of write offs:
10.5.1 Against provisions 10.4 6,401 2,197
Directly charged to profit and loss account 31 2,450 -
8,851 2,197
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2018

2017

Note Rupees in ‘000’
10.5.2 Domestic
Write offs of Rs. 500,000 and above 10.6 7,820 1,840
Write offs of below Rs. 500,000 1,031 357
8,851 2,197
10.6 Details of loan write off of Rs. 500,000/- and above
In terms of sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962 the statement
in respect of written-off loans or any other financial relief of Rupees five hundred thousand or above
allowed to a person(s) during the year ended December 31, 2018 is given in Annexure-.
2018 2017
Note Rupees in ‘000’
11. FIXED ASSETS
Capital work-in-progress 231,947 268,837
Property and equipment 8,555,981 7,620,888
8,787,928 7,889,725
11.1 Capital work-in-progress
Civil works 201,487 236,840
Equipment 30,460 31,997
231,947 268,837
2018
Freehold Building on Furniture Lease Electrical Computer
land freehold and hold and office equipment  Vehicles Total
land fixture  improvements equipment
Rupees in ‘000’
11.2  Property and equipment
At January 1, 2018
Cost / Revalued amount 2,209,383 3,295,684 609,768 2065543 1,313,141 1,201,106 317,907 11,012,532
Accumulated depreciation - (148,335) (236,054) (1,612,848) (670,974)  (494,831)  (228,602) (3,391,644)
Net book value 2,209,383 3,147,349 373,714 452,695 642,167 706,275 89,305 7,620,888
Year ended December 31, 2018
Opening net book value 2,209,383 3,147,349 373714 452,695 642,167 706,275 89,3056 7,620,888
Additions during the year 122,804 256,891 86,915 429,849 342,925 237,591 88,838 1,565,813
Disposals during the year - at cost - (168,718) (3,534) - (9,071) (25,070) (23,450) (229,843
Depreciation on disposal = 28,247 2,588 = 8,023 24,563 15,632 79,053
Disposals during the year
- at book value (140,471) (946) - (1,048) (507) (7,818)  (150,790)
Depreciation charge during the year - (171,011) (41,132) (325,563) (161,761) (207,917) (68,094) (975,478)
Other adjustments / transfers 487,973 - 5,442 2,133 - - 495,548
Closing net book value 2,332,187 3,580,731 418,551 562,423 824,416 735442 102231 8,555,981
At December 31, 2018
Cost / Revalued amount 2,332,187 3,871,830 693,149 2,500,834 1,649,128 1,418,627 383,295 12,844,050
Accumulated depreciation - (291,099) (274,598) (1,938411)  (824,712)  (678,185)  (281,064) (4,288,069
Net book value 2,332,187 3,580,731 418551 562,423 824,416 735442 102231 8,555,981
Rate of depreciation (percentage) = 5% 10% 33.33% 20% 20% 33.33%
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2017

Freehold Building on Furniture Lease Electrical Computer
land freehold and hold and office equipment Vehicles Total
land fixture improvements  equipment
Rupees in ‘000’

At January 1, 2017
Cost / Revalued amount 2,020,827 3,095,168 531,137 1,791,756 1,045,206 645,519 340,900 9,470,513
Accumulated depreciation - - (206,139) (1,331,439 (560,614) (424,236) (180,074)  (2,702,502)
Net book value 2,020,827 3,095,168 324,998 460,317 484,592 221,283 160,826 6,768,011
Year ended December 31, 2017
Opening net book value 2,020,827 3,095,168 324,998 460,317 484,592 221,283 160,826 6,768,011
Additions during the year 269,908 177,721 86,920 273,787 283,155 582,170 17,756 1,691,417
Disposals during the year - at cost (81,352) (75,127) (8,289) - (15,220) (26,583) (40,749) (247,320)
Depreciation on disposal - 12,858 6,020 - 18,590 26,553 40,031 99,052
Disposals during the year

- at book value (81,352) (62,269) (2,269) - (1,630) (30 (718) (148,268)
Depreciation charge during the year - (161,193) (35,935) (281,409) (123,950) (97,148) (88,559) (788,194)
Other adjustments / transfers - 97,922 - - - - - 97,922
Closing net book value 2,209,383 3,147,349 373,714 452,695 642,167 706,275 89,305 7,620,888
At December 31, 2017
Cost / Revalued amount 2,209,383 3,295,684 609,768 2,065,543 1,313,141 1,201,106 317,907 11,012,532
Accumulated depreciation - (148,335)  (236,054) (1,612,848) (670,974) (494,831) (228,602) (3,391,644)
Net book value 2,209,383 3,147,349 373,714 452,695 642,167 706,275 89,305 7,620,888
Rate of depreciation (percentage) - 5% 10% 33.33% 20% 20% 33.33%

11.21

Freehold land and buildings on freehold land were revalued on December 31, 2016 by PBA
approved independent valuer, on the basis of fair market value. The valuation resulted in surplus of
Rs. 1,049,948 thousand (2017: Rs. 1,049,848 thousand) and Rs. 1,324,264 thousand (2017: Rs.
1,466,843 thousand) in respect of freehold land and buildings on freehold land respectively. Detailed

particulars are as follows:

Revalued Amount
Rupees in ‘000’

Free hold land
Buildings on free hold land

2,332,187
3,680,731

11.2.2 Had the freehold land and buildings on freehold land not been revalued, their carrying amounts

would have been as follows:

2018

2017

Rupees in ‘000’

Freehold land
Buildings on freehold land

1,282,239
2,256,467

1,159,435
1,680,570

11.2.3 The gross carrying amount (cost) of fully depreciated assets that are still in use is Rs. 533,889
thousand (2017: Rs. 367,355 thousand).

11.2.4 Detall of fixed assets sold to related parties is as follows:

Particulars Cost Book Sale Loss
value price
Rupees in ‘000’
Toyota Land Cruiser sold as per Board’s
approval to Mr. Naeemuddin Khan
Ex-President/CEQO 23,450 7,818 7,818 -
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11.2.5 The carrying amount of fixed assets held for disposal is Rs. 889,792 thousand. The fair value of
these fixed assets approximates their carrying amount.

2018 2017
Note Rupees in ‘000’
12. INTANGIBLE ASSETS

Intangible in progress 129,279 585,770
Softwares 12.1 762,210 43,392

891,489 629,162

12.1 Softwares

At January 01
Cost 113,502 86,133
Accumulated amortization (70,110) (43,913)
Net book value 43,392 42,220
Year ended December 31
Opening net book value 43,392 42,220
Purchases capitalized during the year 787,243 27,369
Amortization charge (68,425) (26,197)
Closing net book value 762,210 43,392
At December 31
Cost 900,745 113,502
Accumulated amortization (138,535) (70,110)
Net book value 762,210 43,392
Rate of amortization (percentage) 10-33.33% 33.33%

12.1.1 The gross carrying amount (cost) of fully amortized intangible assets that are still in use is Rs. 71,452
thousand (2017: Rs. 15,179 thousand).
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13. DEFERRED TAX ASSETS - NET

2018
At Prior year Recognized Recognized At
January 01 adjustments in P&L A/C in OCI December 31

Rupees in ‘000’

Deductible temporary differences on:

- Post retirement employee benefits 44,182 (44, 182) - - -
- Deficit on revaluation of investments 28,808 - (22,686) 6,122
- Provision against advances 11,625,114 (648,301 ) (1,950,243) - 8,926,570
11,598,104 (692,483)  (1,950,243) (22,686) 8,932,692

Taxable temporary differences on:
- Surplus on revaluation of fixed assets (5613,360) - 24,583 25,284 (4683,493)
- Accelerated tax depreciation (313,078) - (7,003) (320,081)
- Surplus on revaluation of non banking assets (47,143) - 1,851 (138, 559) (183,851)
(873,581) - 19,431 (113,275) (967,425)
10,724,523 (692,483)  (1,930,812) (135,961) 7,965,267

2017
At Prior year Recognized  Recognized At

January 01 adjustments in P&L A/C in OClI December 31

Rupees in ‘000’

Deductible temporary differences on:

- Post retirement employee benefits - - - 44,182 44,182
- Deficit on revaluation of investments - - - 28,808 28,808
- Provision against advances 7,740,836 (147,298) 3,931,576 - 11,525,114
7,740,836 (147,298) 3,931,576 72,990 11,598,104
Taxable temporary differences on:
- Surplus on revaluation of fixed assets (556,582) - 27,620 15,602 (513, 860)
- Surplus on revaluation of investments (453,182) - - 453,182
- Accelerated tax depreciation (225,104) - (87,974) - 813 078)
- Surplus on revaluation of non banking assets (25,712) - 1,263 (22,694) (47,143)
(1,260,580) - (59,091) 446,090 (873,581)
6,480,256 (147,298) 3,872,485 519,080 10,724,523
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2018

2017

Note Rupees in ‘000’
14. OTHER ASSETS - NET

Income / mark-up accrued in local currency 8,629,336 6,228,324
Income / mark-up accrued in foreign currency 1,961 2,126
Profit paid in advance on pehlay munafa scheme 8,027 21,007
Advances, deposits, advance rent and other prepayments 816,682 763,721
Advance taxation (payments less provisions) 3,633,574 2,812,366
Non-banking assets acquired in satisfaction of claims 14.1 7,467,804 8,021,548
Acceptances 4,888,386 8,190,094
Branch adjustment account 180,704 227,183
Mark to market gain on forward foreign exchange contracts 146,431 99,266
Stock of stationery 108,048 84,023
Suspense account 1,710 5,318
Zakat recoverable from NITL 14.2 36,790 36,790
Unrealized gain on revaluation of foreign bills and trade loans 78,013 76,844
Fraud and forgeries 121,806 104,441
Unearned income on sale of sukuk on bai-muajjal basis 1,044,888 20,403
Others 895,004 784,365
28,059,164 27,477,819
Less: Provision held against other assets 14.3 (2,052,280) (1,352,353)
Other assets (net of provision) 26,006,884 26,125,466

Surplus on revaluation of non-banking assets
acquired in satisfaction of claims 1,544,813 983,913
Other assets - total 27,551,697 27,109,379

14.1  Market value of non-banking assets acquired in

satisfaction of claims - net of provision 7,436,947 8,044,187

The carrying and revalued amounts have been determined based on prudence, expected legal
enforceability, ease of realization and current market conditions etc. These include assets which are
in the process of sale and are stated at their respective sale prices. Latest desktop valuations are
carried out by independent valuer as on December 31, 2018.

2018 2017

Note Rupees in ‘000’

14.1.1 Non-banking assets acquired in
satisfaction of claims

Opening balance 8,044,187 8,337,295
Additions during the year 260,477 20,280
Surplus on revaluation during the year 668,714 351,813
Disposals during the year (360,610) (268,592)
Transfer to fixed assets (495,507) (97,922)
Depreciation charge during the year 29 (65,918) (86,535)
Impairment charge during the year (614,396) (212,152)
Closing balance 7,436,947 8,044,187
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2018

2017

Rupees in ‘000’

14.1.2 Gain on disposal of non-banking assets
acquired in satisfaction of claims

Disposal proceeds 397,237 280,749
Less:

- Cost / revalued amount 363,945 269,628

- Impairment / depreciation (3,335) (1,036)

360,610 268,592

Gain on sale recognized during the year 36,627 12,157

14.2 This represents zakat deducted on dividends by NITL. The Bank has filed suit against NITL for
recovery of the amount. The case was decided in favour of the Bank in 1993 and intra court appeal
was filed by the Zakat and Ushr Department against the decision which is still pending. As a matter
of prudence, though without prejudice to the Bank’s claim against NITL at the court of law, the claim

amount has been fully provided for.

2018 2017
Note Rupees in ‘000’
14.3 Provision held against other assets
Advances, deposits, advance rent & other prepayments 35,723 35,723
Non banking assets acquired in satisfaction of claims 1,575,670 961,274
Zakat recoverable from NITL 36,790 36,790
Fraud and forgeries 101,364 63,232
Others 302,733 255,334
2,052,280 1,352,353
14.3.1 Movement in provision held against other assets
Opening balance 1,352,353 838,978
Charge for the year 707,272 513,461
Reversals during the year (7,266) -
31 700,006 513,461
Amount written off (79) (86)
Closing balance 2,052,280 1,352,353
15. CONTINGENT ASSETS
Contingent assets Nil Nil
16. BILLS PAYABLE
In Pakistan 3,577,677 3,365,325
Outside Pakistan - -
3,577,677 3,365,325
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2018 2017

Note Rupees in ‘000’
17. BORROWINGS
Secured
Borrowings from SBP under:
Export refinance scheme (ERF) 171 13,451,606 12,089,724
Long term financing facility (LTFF) 17.2 6,219,303 4,991,566
Finance facility for storage of agricultural
produce (FFSAP) 17.3 25,991 15,954
Finance facility for renewable energy
performance platform (REPP) 17.4 1,025,036 241,746
20,721,936 17,338,990
Repurchase agreement borrowings 17.5 2,497,905 994,298
Call borrowings 17.6 17,251,702 19,558,533
Total secured 40,471,543 37,891,821
Unsecured
Call borrowings - 998,853
Overdrawn nostro accounts 210,763 58,688
Foreign placement 17.7 1,110,895 -
Total unsecured 1,321,658 1,057,541
41,793,201 38,949,362

17.1  These are secured against the Bank’s cash and security balances held with the SBP. Mark-up on
these borrowings is payable quarterly at rates ranging from 1.00% to 2.00% per annum (2017:
1.00% to 2.00% per annum) with maturities upto June 26, 2019.

17.2  This amount is due to the SBP and has been obtained for providing long term finance to customers.
As per the agreements with the SBP, the Bank has granted the SBP right to recover the outstanding
amount from the Bank at the date of maturity of finance by directly debiting current account
maintained by the Bank with the SBP. Mark-up on these borrowings is payable quarterly at rates
ranging from 1.00% to 9.70% per annum (2017: 1.00% to 9.70% per annum) with maturities upto
November 13, 2028.

17.3 Theserepresent borrowings from the SBP under scheme of financing facility for storage of agricultural
produce. Mark-up on these borrowings is payable quarterly at rates ranging from 2.50 % to 3.50%
per annum (2017: 2.00% to 3.50% per annum) with maturities upto March 30, 2019.

17.4 These represent borrowings from the SBP under scheme of financing facility renewable energy
performance platform. Mark-up on these borrowings is payable quarterly at rate of 2.00% per
annum (2017: 2.00% per annum) with maturities upto March 28, 2019.

17.5 These are secured against market treasury bills, carrying mark-up at rates ranging from 10.25% to
10.40% per annum (2017: 5.86% per annum) maturing on January 02, 2019. The carrying value of
market treasury bills given as collateral against these borrowings is Rs. 2,498,613 thousand (2017:
Rs. 994,937 thousand).

17.6  These are secured against market treasury bills, carrying markup at 10.00% per annum (2017: 5.75%
10 5.83% per annum) maturing on January 03, 2019. The carrying value of market treasury bills given as
collateral against these borrowings is Rs. 17,330,575 thousand (2017: Rs. 19,717,698 thousand).

17.7 These represents borrowings from Bank abroad carrying mark-up at rate of 4.06% per annum
(2017: Nil) with maturity on May 20, 2019.
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2018

2017

Rupees in ‘000’

17.8 Particulars of borrowings with respect to currencies

In local currency 40,471,543 38,890,674
In foreign currencies 1,321,658 58,688
41,793,201 38,949,362
18. DEPOSITS AND OTHER ACCOUNTS
2018 2017
In local In foreign Total In local In foreign Total
currency currencies currency currencies
Rupees in ‘000’
Customers:
Current deposits 119,614,715 || 2,343,451 | 121,958,166 122,038,556 ||  2,970,737|| 125,009,293
Savings deposits 253,500,729 || 2,413,949||255,014,678||236,074,458 || 2,131,255|| 238,205,713
Term deposits 181,768,000 || 3,496,387 || 185,264,387 |155,235,309|| 2,001,674 || 157,236,983
Others 25,541,626 -|| 25,541,626|| 30,031,545 -|| 30,031,545
580,425,070 8,253,787 588,678,857 543,379,868 7,103,666 550,483,534
Financial institutions:
Current deposits 3,610,496 188,548|| 3,799,044| 2,571,932 187,500|| 2,759,432
Savings deposits 2,186,683 186|| 2,186,869|| 2,579,354 156/ 2,579,510
Term deposits 755,000 = 755,000 129,000 - 129,000
Others 162,192 - 162,192 329,680 - 329,680
6,714,371 188,734 6,903,105 5,609,966 187,656 5,797,622
587,139,441 8,442,521 595,581,962 548,989,834 7,291,322 556,281,156
2018 2017
Rupees in ‘000’
18.1 Composition of deposits:
- Individuals 155,825,503 146,200,955
- Private sector 83,340,638 86,015,100
- Government (federal and provincial) 335,274,213 305,160,214
- Public sector entities 14,238,503 13,107,265
- Banking companies 4,547,275 3,371,068
- Non-banking financial institutions 2,355,830 2,426,554
595,581,962 556,281,156
18.2 Deposits eligible to be covered under insurance arrangements of Deposit Protection Corporation
amounts to Rs. 210,859,766 thousand (2017: Rs. 199,598,985 thousand).
2018 2017
Note Rupees in ‘000’
19. SUBORDINATED DEBTS
Loan from GoPb 19.1 2,000,000 2,000,000
Privately placed term finance certificates - | 19.2 2,498,000 2,499,000
Privately placed term finance certificates - || 19.3 4,299,140 -
8,797,140 4,499,000
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19.1

19.2

Loan from the GoPb

The GoPb extended loan of Rs. 2,000,000 thousand to support capital structure of the Bank for the
purpose of the regulatory capital requirement. The loan is unsecured and sub-ordinated to all other
indebtedness including deposits. The salient features of the loan are as follows:

Tenor: 07 Years.

Issue date December 31, 2014

Maturity date December 30, 2021

Rating Unrated

Security: Unsecured and subordinated to all other indebtedness of the Bank

including deposits.
Profit payment & frequency: Profit payable on half yearly basis in arrears on the outstanding
principal amount.

Profit rate: Average SBP discount rate. (Average shall be calculated on daily
basis)
Conversion option: May be converted, subject to consent of the parties and necessary

regulatory approvals, after a period of five years into ordinary shares
at the rate of Rs. 15 per share.

Repayment: Bullet repayment after lapse of 07 years.

Call / Put option: Callable after a period of 05 years. However no put option is
available to GoPb.

Lock in clause: Neither profit nor principal may be paid (even at maturity) if such

payments would result in a shortfall in the Bank’s Minimum Capital
Requirement (MCR) or Capital Adequacy Ratio (CAR) or increase
any existing shortfall in MCR or CAR.

Loss absorbency clause: May be converted into ordinary shares or written off immediately
(either partially or in full) at the discretion of the SBP, upon the
occurrence of a point of non-viability (“PONV”) event as defined in
the Basel lll guidelines, at the market value of the shares on the date
of trigger of PONV as declared by the SBP.

Privately Placed Term Finance Certificates

The bank has issued rated, unsecured and subordinated term finance certificates under section 120
of the Companies Ordinance, 1984, in a set of twenty (20) scrips, corresponding to the redemption
dates of the TFC and representing the TFC Holders entitlement to the redemption amount on the
each such redemption date; and registered book entry securities in accordance with the CDC
regulations, as outlined by SBP under BPRD Circular No. 06 dated August 15, 2013; with each TFC
having a face value of PKR 100,000 or multiples thereof.

Issue amount: Rupees 2,500,000 thousand

Issue date: December 23, 2016

Maturity date: December 22, 2026

Rating: AA-

Tenor: 10 Years.

Security: Unsecured and subordinated to all other indebtedness of the Bank

including deposits.

Profit payment & frequency: Profit payable on half yearly basis in arrears on the outstanding
principal amount.

Profit rate: Floating rate of return at base rate plus 100 bps p.a. (Base rate will
be the average rate ‘Ask side of the six month Karachi Inter Bank
Offered Rate set at 1 (one business) day prior to the redemption date
for the redemption amount payable on the immediately following
redemption date).
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Repayment:

Call / Put option:

Lock in clause:

Loss absorbency clause:

The TFC has been structured to redeem 0.02% of the issue amount
semi-annually in the first 09 years after the issue and the remaining
issue amount in two equal semi-annual installments of 49.82%
each, in the 10th year.

Callable after a period of 05 years. However no put option is
available to the investors.

Neither profit nor principal may be paid (even at maturity) if such
payments would result in a shortfall in the Bank’s Minimum Capital
Requirement (MCR) or Capital Adequacy Ratio (CAR) or increase
any existing shortfall in MCR or CAR.

May be converted into ordinary shares or written off immediately
(either partially or in full) at the discretion of the SBP, upon the
occurrence of a point of non-viability (“PONV”) event as defined in
the Basel lll guidelines, at the market value of the shares on the date
of trigger of PONV as declared by the SBP.

19.3 Privately placed term finance certificates - Il

During the year, the Bank has issued rated, unsecured and subordinated term finance certificates
under section 66 of the Companies Act, 2017, in a set of twenty (20) scrips, corresponding to the
redemption dates of the TFC and representing the TFC Holders entitlement to the redemption
amount on the each such redemption date and registered book entry securities in accordance with
the CDC regulations, as outlined by SBP under BPRD Circular No. 06 dated August 15, 2013 with
each TFC having a face value of PKR 100,000 or multiples thereof.

Issue amount:

Issue date:

Maturity date:

Rating:

Tenor:

Security:

Profit payment & frequency:

Profit rate:

Repayment:

Call / Put option:

Lock in clause:

Loss absorbency clause:
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Rupees 4,300,000 thousand

April 23, 2018

April 23, 2028

AA-

10 Years.

Unsecured and subordinated to all other indebtedness of the Bank
including deposits.

Profit payable on half yearly basis in arrears on the outstanding
principal amount.

Floating rate of return at base rate plus 125 bps p.a. (Base rate will
be the average rate ‘Ask side of the six month Karachi Inter Bank
Offered Rate set at 1 (one business) day prior to the redemption date
for the redemption amount payable on the immediately following
redemption date).

The TFC has been structured to redeem 0.02% of the issue amount
semi-annually in the first 09 years after the issue and the remaining
issue amount in two equal semi-annual installments of 49.82%
each, in the 10th year.

Callable after a period of 05 years. However no put option is
available to the investors.

Neither profit nor principal may be paid (even at maturity) if such
payments would result in a shortfall in the Bank’s Minimum Capital
Requirement (MCR) or Capital Adequacy Ratio (CAR) or increase
any existing shortfall in MCR or CAR.

May be converted into ordinary shares or written off immediately
(either partially or in full) at the discretion of the SBP, upon the
occurrence of a point of non-viability (“PONV”) event as defined in
the Basel lll guidelines, at the market value of the shares on the date
of trigger of PONV as declared by the SBP.



2018

2017

Note Rupees in ‘000’
20. OTHER LIABILITIES
Mark-up / return / interest payable in local currency 7,260,038 4,980,205
Mark-up / return / interest payable in foreign currency 44,506 30,599
Lease key money 11,567,270 10,283,830
Sundry creditors and accrued expenses 996,944 673,944
Acceptances 4,888,386 8,190,094
Mark-up payable on privately placed term
finance certificates 97,913 4,443
Unclaimed dividends 2,599 2,636
Payable to gratuity fund 287,512 233,841
Gratuity payable to key management personnel 41.4 100,403 -
Payable to charity fund 114 6
Provision against off-balance sheet obligations 201 62,183 62,183
Provision for employees compensated absences 102,294 93,523
Taxes / zakat / import fee payable 193,646 290,329
Deferred income on sale of sukuk on bai - muajjal basis 1,044,888 20,403
Others 260,625 44,506
26,909,321 24,910,542
20.1 Provision against off-balance sheet obligations
62,183 62,183
The above provision has been made against letters of guarantee issued by the Bank.
21. SHARE CAPITAL - NET
21.1 Authorized Capital
2018 2017 2018 2017

Number of shares

Rupees in ‘000’

5,000,000,000 5,000,000,000 Ordinary/ Preference shares of Rs. 10 each

50,000,000

50,000,000

The authorized capital of the Bank is fifty thousand million rupees divided into five thousand million ordinary or

preference shares of ten rupees each.
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21.2 Issued, subscribed and paid up share capital

2018

2017

Number of shares

2018

2017

Rupees in ‘000’

Opening Balance

1,607,912,555 519,333,340 Ordinary shares of Rs. 10 each
paid in cash 16,079,125 5,193,333
526,315,789 526,315,789  Ordinary shares of Rs. 10 each
issued at discount 5,263,158 5,263,158
509,464,036 509,464,036 Issued as bonus shares 5,094,641 5,094,641
Movement during the year
- 1,088,579,215 lIssuance of right shares
during the year - 10,885,792
Closing balance
1,607,912,555  1,607,912,555 Ordinary shares of Rs. 10 each
paid in cash 16,079,125 16,079,125
526,315,789 526,315,789  Ordinary shares of Rs. 10 each
issued at discount 5,263,158 5,263,158
509,464,036 509,464,036 Issued as bonus shares 5,094,641 5,094,641
2,643,692,380 2,643,692,380 26,436,924 26,436,924
- - Less: Discount on issue of shares (263,158) (263,158)
2,643,692,380 2,643,692,380 26,173,766 26,173,766
GoPb held 57.47% shares in the Bank as at December 31, 2018 (December 31, 2017: 57.47%).
2018 2017
Note Rupees in ‘000’
22.  SURPLUS ON REVALUATION OF
ASSETS - NET OF TAX
Surplus / (deficit) on revaluation of:
- Available for sale securities 9.1 (17,491) (82,307)
- Fixed assets 221 2,374,212 2,516,691
- Non-banking assets acquired in satisfaction of claims  22.2 1,544,813 983,913
3,901,534 3,418,297
Deferred tax on surplus / (deficit) on revaluation of:
- Available for sale securities 6,122 28,808
- Fixed assets (463,493) (513,360)
- Non-banking assets acquired in satisfaction of claims (183,851) (47,143)
(641,222) (531,695)
3,260,312 2,886,602
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2018 2017

Note Rupees in ‘000’
22.1 Surplus on revaluation of fixed assets - net of tax
At January 01 2,516,691 2,698,419
Surplus on building transferred from non banking
assets during the year 47,130 5,864
Surplus realized on disposal during the year (119,375) (108,678)
Transferred to unappropriated profit in respect of
incremental depreciation charged during the year
- net of deferred tax (45,652) (51,294)
Related deferred tax liability on incremental
depreciation charged during the year (24,582) (27,620)
At December 31 2,374,212 2,516,691
Less: related deferred tax liability on:
- revaluation as at January 01 (513,360) (556,582)
- surplus transferred from non banking asset
during the year (16,496) (2,052)
- surplus realized on disposal during the year 41,781 17,654
- incremental depreciation charged during the year 24,582 27,620
13 (463,493) (513,360)
1,910,719 2,003,331
22.2 Surplus on revaluation of non-banking assets
acquired in satisfaction of claims - net of tax
At January 01 983,913 649,165
Surplus recognized during the year 668,714 351,813
Surplus realized on disposal during the year (565,392) (7,592)
Surplus on building transferred to fixed assets during the year (47,130) (5,864)
Transferred to unappropriated profit in respect of
incremental depreciation charged during the year
- net of deferred tax (3,440) (2,346)
Related deferred tax liability on incremental
depreciation charged during the year (1,852) (1,263)
At December 31 1,544,813 983,913
Less: related deferred tax liability on:
- revaluation as at January 01 (47,143) (25,712)
- revaluation recognized during the year (158,924) (25,066)
- surplus transferred to fixed assets during the year 16,496 2,052
- surplus realized on disposal during the year 3,868 320
- incremental depreciation charged during the year 1,852 1,263
13 (183,851) (47,143)
1,360,962 936,770
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2018 2017

Note Rupees in ‘000’
23. CONTINGENCIES AND COMMITMENTS
Guarantees 23.1 52,717,758 46,460,896
Commitments 23.2 91,625,902 88,154,275
Other contingent liabilities 23.3 1,464,824 162,772

145,808,484 134,777,943

23.1 Guarantees:

Financial guarantees 18,743,220 9,445,515
Performance guarantees 18,257,988 17,311,736
Other guarantees 15,716,550 19,703,645

52,717,758 46,460,896

23.2 Commitments:

Documentary credits and short-term
trade-related transactions

- letters of credit 44,621,896 45,477,822
Commitments in respect of:
- forward foreign exchange contracts 23.2.1 22,172,986 17,913,553
- forward lending 23.2.2 14,675,323 16,297,428
- operating leases 23.2.3 9,937,311 8,240,421
Commitments for acquisition of:
- fixed assets 56,437 89,809
- intangible assets 161,949 135,242
91,625,902 88,154,275
23.2.1 Commitments in respect of forward
foreign exchange contracts
Purchase 13,420,469 10,067,323
Sale 8,752,517 7,846,230
22,172,986 17,913,553
23.2.2 Commitments in respect of forward lending
Undrawn formal standby facilities, credit lines
and other commitments to lend 23.2.2.1 14,675,323 16,297,428

23.2.2.1 These represent commitments that are irrevocable because they cannot be withdrawn at the
discretion of the Bank without the risk of incurring significant penalty or expense. In addition, the
Bank makes revocable commitments that do not attract any significant penalty or expense if the
facility is unilaterally withdrawn.
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2018 2017
Rupees in ‘000’

23.2.3 Commitments in respect of operating leases

Not later than one year 878,342 764,740

Later than one year and not later than five years 3,357,036 2,809,444

Later than five years 5,701,933 4,666,237
9,937,311 8,240,421

23.3 Other contingent liabilities 1,464,824 162,772

23.3.1 For the tax years 2010, 2011 & 2012 Income Tax Department has amended the assessment orders
on the issues of separate taxation of dividend income against which the Bank had filed appeals
before the Commissioner Inland Revenue Appeals (CIR(A)). CIR(A) provided relief to the Bank on
issue of separate taxation of dividend income. Now, the tax department has filed appeal against
the decision of CIR(A) with the Appellate Tribunal Inland Revenue (ATIR). The expected tax liability in
respect of aforesaid tax years amounts to Rs. 162,772 thousand. The management of the Bank, as
per the opinion of its tax consultant, is confident that the decision for the aforementioned tax years
will be decided in Bank’s favour.

23.3.2 For the tax years 2007 and 2013 to 2017, the Income Tax Department concluded proceedings
under section 161/205 and created a default of Rs. 298,984 thousand. The Bank has filed appeals
against the said orders with CIR (A) and ATIR. The expected tax liability for the said years amounts to
Rs. 298,984 thousand. However, the management of the Bank, as per opinion of its tax consultant,
is confident that the decision for the aforementioned tax years will be decided in Bank’s favour.

23.3.3 For the tax year 2017, the Income Tax Department amended the assessment order on account of
adjustment of minimum tax paid in earlier years by allowing Rs. 384,451 thousand against claim of
Rs. 1,387,519 thousand. The Bank has filed appeals against the said order of CIR (A) with ATIR.
However, the management of the Bank, as per opinion of its tax consultant, is confident that the
decision for the aforementioned tax years will be decided in Bank’s favour.

2018 2017
Note Rupees in ‘000’

23.4 Claims against the Bank not acknowledged as debts 23.4.1 57,231,157 28,621,792

23.4.1 The amounts involved in the claims filed against the Bank are yet to be adjudicated by the concerned
Courts as the same have been filed as outburst to our recovery suits. Uptill now, in no case, any
claim has been adjudicated, determined or decreed by the Courts against the Bank. Moreover, there
is no likelihood of decreeing the suits against the Bank because, the claims are frivolous.
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2018

2017

Note Rupees in ‘000’
24. MARK-UP /RETURN/INTEREST EARNED
a) On loans and advances 28,853,255 20,506,340
b) On investments:
Available for sale securities 13,826,666 11,758,908
Held for trading securities 2,007,688 1,454,106
Held to maturity securities 20,652 30,083
c) On lendings to financial institutions:
Securities purchased under resale agreements 1,498,792 281,488
Call lending 631,774 529,284
Letters of placement 28,739 24,459
d) On balances with banks 25,832 83,659
46,893,398 34,668,327
25. MARK-UP / RETURN / INTEREST EXPENSED
Deposits 23,531,356 17,075,281
Borrowings:
Securities sold under repurchase agreements 1,140,951 201,374
Call borrowings 1,154,779 1,297,018
SBP borrowing 401,719 217,384
Subordinated debts:
Mark-up on subordinated loan from GoPb 162,274 125,000
Mark-up on privately placed term finance certificates 459,031 178,642
26,840,110 19,094,699
26. FEE AND COMMISSION INCOME
Branch banking customer fees 567,772 505,088
Consumer finance related fees 236,484 219,810
Card related fees 372,759 340,705
Credit related fees 446,529 518,781
Branchless banking fees 1,935 557
Commission on trade 553,528 372,214
Commission on guarantees 273,908 335,320
Commission on cash management 154,651 64,184
Commission on remittances including home remittances 203,911 163,398
Commission on bancassurance 207,325 97,512
Commission on wheat financing 82,959 85,356
SMS banking income 143,548 103,855
3,245,309 2,806,780
27. GAIN ON SECURITIES - NET
Realized gain on sale of securities - net 271 31,508 1,316,155
Unrealized loss - held for trading 9.1 (8,741) (287)
27,767 1,315,868
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2018 2017

Note Rupees in ‘000’
27.1 Realized gain on sale of securities - net:
Federal government (4,444) 1,293,803
Shares / units 37,150 22,352
Term finance certificates (1,198) -
31,508 1,316,155
28. OTHER INCOME - NET
Rent on property 4,937 8,171
(Loss) / gain on sale of fixed assets - net (75) 1,789
Gain on sale of non banking assets - net 36,627 12,157
Compensation on tax refund 36,295 233,940
Notice pay on resignations 138,734 12,457
91,518 268,514
29. OPERATING EXPENSES
Total compensation expense 29.1 6,259,594 5,083,823
Property expense:
Rent and taxes 969,945 777,627
Insurance 13,529 10,617
Utilities cost 493,716 393,788
Security 7,642 8,061
Repair and maintenance including janitorial charges 28,130 15,901
Depreciation 496,574 442,602
2,009,536 1,648,596
Information technology expenses:
Software maintenance 199,717 92,781
Hardware maintenance 96,159 89,270
Depreciation 207,917 97,148
Amortization 68,425 26,197
Network charges 320,661 235,647
892,879 541,043
Other operating expenses:
Directors’ fees and allowances 4,225 3,960
Fees and allowances to shariah board 3,164 4,684
Legal and professional charges 150,420 59,435
Subscription charges 15,636 14,044
Outsourced staff services costs 36.1 241,494 296,297
Travelling and conveyance 476,039 356,205
NIFT clearing charges 49,899 48,208
Depreciation 270,987 248,444
Depreciation on non banking assets 65,918 86,535
Depreciation on ijarah assets 359,585 339,052
Training and development 15,687 8,861
Postage and courier charges 109,996 72,023
Stationery and printing 241,694 143,540
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2018 2017
Note Rupees in ‘000’

Marketing, advertisement and publicity 139,423 118,284
Auditors remuneration 29.2 11,925 9,555
Insurance 100,675 78,438
Deposit protection fee 159,680 -
Repair and maintenance 137,814 120,316
Entertainment expenses 90,008 81,201
Fuel for generator 94,795 90,338
Commission and brokerage 119,757 89,309
Bank charges 52,420 53,301
SMS banking charges 33,900 10,724
ATM charges including ATM maintenance charges 97,645 127,390
Cash remittance charges 190,182 149,295
Branch license fee 17,983 24,738
CNIC verification / ECIB charges 33,688 34,302
Warehouse and storage charges 1,504 4,395
Share registrar and share enlistment fee 3,327 2,252
Miscellaneous expenses 161,184 140,474
3,450,654 2,815,600

12,612,663 10,089,062

Total cost for the year included in other operating expenses relating to outsourced activities is
Rs. 667,703 thousand (2017: Rs 472,328 thousand). This expense represents payments made to

companies incorporated in Pakistan.

2018 2017
Note Rupees in ‘000’
29.1 Total compensation expense

Managerial remuneration:

Fixed 5,658,172 4,652,490
Variable cash bonus / awards etc. 7,524 3,076
Provision for gratuity 37.2.1 114,781 107,608
Provision for compensated absences 3794 10,457 9,860
Gratuity expense of key management personnel 41.4 100,403 -
Contribution to defined contribution plans 177,315 160,722
Rent & house maintenance 888 835
Utilities 150 1,055
Medical 318 840
Medical insurance 145,798 101,157
Conveyance 20,884 20,691
Liveries 17,339 20,454
Scholarship 5,561 5,015
Others 4 20
Grand Total 6,259,594 5,083,823
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2018

2017

Note Rupees in ‘000’
29.2 Auditors remuneration
Audit fee 2,750 2,500
Fee for half year review and other statutory certifications 7,065 4,945
Special certifications and sundry advisory services 1,260 1,260
Out of pocket expenses 850 850
11,925 9,555
30. OTHER CHARGES
Penalties imposed by SBP 53,565 43,003
31. PROVISIONS AND WRITE OFFS - NET
Provisions for diminution in value of investments 9.3.1 247,754 85,358
(Reversal) / provisions against advances 104 (2,098,575) 14,131,960
Provision against other assets - net 14.3.1 700,006 513,461
Bad debts written off directly 10.5.1 2,450 -
(1,148,365) 14,730,779
32. TAXATION
Current 32.1 2,666,334 2,269,087
Prior years 47,516 227,511
Deferred 1,930,812 (3,872,485)
4,644,662 (1,375,887)
32.1 This includes provision for super tax for the year in accordance with Income Tax Ordinance, 2001.
2018 2017
Rupees in ‘000’
32.2 Relationship between tax expense and

accounting profit

Accounting profit / (loss) before tax for the year 12,208,355 (4,697,942)
Tax on income @ 35% 4,272,924 (1,644,280)
Tax effect of permanent differences 18,748 15,051
Tax effect of super tax 273,470 253,668
Others 79,520 (326)
Tax charge for the year 4,644,662 (1,375,887)
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2018 2017

33. BASIC EARNINGS / (LOSS) PER SHARE

Profit / (loss) after tax for the year (Rs in ‘000’) 7,563,693 (3,322,055)
Weighted average number of ordinary shares (No.) 2,643,692,380 2,053,175,436
Basic earnings / (loss) per share (Rs) 2.86 (1.62)

34. DILUTED EARNINGS / (LOSS) PER SHARE
There is no dilution effect on basic earnings per share.

2018 2017
Rupees in ‘000’

35. CASH AND CASH EQUIVALENTS

Cash and balance with treasury banks 43,589,007 42,477,950
Balance with other banks 5,802,312 6,077,383
Call money lendings - 4,803,323
Overdrawn nostro accounts (210,763) (58,688)

49,180,556 53,299,968

2018 2017
Number
36. STAFF STRENGTH
Permanent 4,277 3,914
On bank contract 4,315 3,157
Daily wages 42 300
Bank’s own staff strength at the end of the year 8,634 7,371

36.1 In addition to the above, 766 (2017: 1,309) employees of outsourcing services companies were
assigned to the Bank as at the end of the year to perform services other than guarding and janitorial
services.

37. EMPLOYEE BENEFITS

37.1 Defined benefit plan - gratuity
The Bank operates a funded gratuity scheme for all its permanent employees. The benefits under
the scheme are payable on retirement / resignation which is equal to one month’s last drawn basic
salary for each year of eligible service or part thereof, with effect from January 01, 2008, subject to

minimum of five years of service. The Bank makes annual provision in these unconsolidated financial
statements for its liabilities on the basis of actuarial valuation.
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37.1.1 Number of employees under the scheme

The number of employees covered under the following defined benefit scheme are:

2018 2017
Number

- Eligible employees under gratuity scheme

4,275 3,921

37.1.2 Principal actuarial assumptions

The most recent valuation was carried out at December 31, 2018 using the “Projected Unit Credit
Method”. The principal assumptions used in the valuation were as follows:

2018 2017
Per annum
Discount rate 9.00% 8.25%
Expected rate of return on plan assets 9.00% 8.25%
Expected rate of salary increase 8.00% 7.25%
Average expected remaining working life (years) 8 9
2018 2017
Note Rupees in ‘000’
37.1.3 Reconciliation of payable to defined benefit plan
Present value of obligations 3714 1,030,585 777,084
Fair value of plan assets 37.1.5 (760,528) (563,526)
Benefits payable 17,455 20,283
Payable to defined benefit plan 287,512 233,841
37.1.4 Movement in present value of
defined benefit obligations
Obligations at the beginning of the year 777,084 599,144
Current service cost 106,692 103,545
Interest cost 61,042 45,534
Benefits paid by the Bank (74,389) (59,943)
Re-measurement loss 160,156 88,804
Obligations at the end of the year 1,030,585 777,084
37.1.5 Movement in fair value of plan assets
Fair value at the beginning of the year 563,526 477,283
Interest income on plan assets 52,952 41,471
Contribution by the Bank - net 233,841 143,235
Benefits paid during the year (77,217) (61,035)
Return on plan assets excluding interest income (12,574) (37,428)
Fair value at the end of the year 760,528 563,526
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2018 2017

Note Rupees in ‘000’
37.1.6 Movement in (receivable) / payable
under defined benefit schemes
Opening balance 233,841 143,235
Charge for the year 37.2.1 114,781 107,608
Contribution by the Bank - net (233,841) (143,235)
Re-measurement loss recognized in other
comprehensive income during the year 37.2.2 172,731 126,233
Closing balance 287,512 233,841
37.2 Charge for defined benefit plans
37.2.1 Cost recognized in profit and loss
Current service cost 106,692 103,545
Net interest on defined benefit plan 8,089 4,063
114,781 107,608
37.2.2 Re-measurements recognized in other
comprehensive income during the year
Loss on obligation experience adjustment 160,156 88,804
Return on plan assets over interest income 12,575 37,429
Total re-measurement loss recognized in
other comprehensive income 172,731 126,233
37.3 Components of plan assets
Cash and cash equivalents - net 481,883 539,665
Shares / units 278,645 23,861
760,528 563,526

These assets are mostly contained in the form of cash and cash equivalents so there is no significant
risk associated with it. However, investments in shares/ units may be adversely affected by movement
in equity and interest rate markets.

37.4 Sensitivity analysis

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions
constant and calculating the impact on the present value of the defined benefit obligations. The
increase / (decrease) in the present value of defined benefit obligations as a result of change in
discount rate and salary growth is summarized below:

2018 2017
Rupees in ‘000’
1% increase in discount rate 950,479 697,803
1% decrease in discount rate 1,122,241 868,303
1 % increase in expected rate of salary increase 1,122,241 868,303
1 % decrease in expected rate of salary increase 949,079 696,414
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2018 2017
Rupees in ‘000’

37.5 Expected contributions to be paid to the
fund in the next financial year 287,512 233,841

37.6 Expected charge for the next financial year 170,223 114,781

37.7 Maturity profile

The weighted average duration of the obligation (in years) 7 8

37.8 Funding policy

There is no statutory minimum funding requirements. However, contributions to the scheme are
made on the basis of actuarial valuations carried in each year.

The Bank’s gratuity scheme is mainly subject to following risks:

Asset volatility The majority of the gratuity fund assets are invested in cash or cash-
equivalent. Therefore, there is insignificant investment risk to the
scheme due to fluctuation in interest rate environment or changes in
bond vyields. Also, there is no liquidity investment risk to the scheme.
However, investments in shares/ units may be adversely affected by
movement in equity and interest rate markets.

Inflation risk Higher than expected growth in inflation may result in higher than
assumed salary increases which will lead to increase in liability.
However, assets of the scheme may not be at significant risk due to
changes in inflation rate.

Life expectancy / Actuarial valuation assumes heavy withdrawals for younger ages
Withdrawal rate but moderate withdrawal rates are used for older ages. Significant
withdrawals of employees having reasonable years of service would
cause large benefit payments. Consequently, deficit position of the
scheme would deteriorate further. However, availability of cash for
benefit payments will not be an issue due to the liquid nature of assets
of the Gratuity Fund.

37.9 Defined benefit plan - compensated absences

The Bank makes annual provision in these unconsolidated financial statements for its liabilities
towards vested compensated absences accumulated by its employees on the basis of actuarial
valuation. The employees of the Bank are entitled to take leave as Leave Preparatory to Retirement
(LPR) immediately before retirement. These leaves are subject to retirees’ un-utilized privilege leave
balance with an upper limit of 180 days. Alternatively, the retiree may receive a lump-sum cash
amount equal to 180 days basic salary at the time of retirement in lieu of LPR of 180 days. Privilege
leave accrues at the rate of 30 days per year. Moreover, any unutilized privilege leaves over 180 days
are ignored.

ANNUAL REPORT 2018 | BOP [EEEN



37.9.1 Principal actuarial assumptions

The most recent valuation was carried out at December 31, 2018. The principal assumptions used
in the valuation were as follows:

2018 2017
Discount rate (%) 9.00% 8.25%
Expected rate of eligible salary increase in future years (%) 8.00% 7.25%

Average number of leaves accumulated per annum

by the employees (days) 20 17

2018 2017

Rupees in ‘000’

37.9.2 Present value of defined benefit obligation 102,294 93,523

37.9.3 Movement in payable to defined benefit plan:

Opening balance 93,523 91,181
Charge for the year 10,457 9,860
Benefit paid (1,686) (7,518)
Closing balance 102,294 93,523

37.9.4 Charge for defined benefit plan:

Current service cost 3,697 4,483
Interest cost 7,646 6,994
Actuarial gain recognized (886) (1,617)

10,457 9,860

37.9.5 Sensitivity analysis:

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions
constant and calculating the impact on the present value of the defined benefit plan. The increase
/ (decrease) in the present value of defined benefit plan as a result of change in discount rate and
salary growth is summarized below:

2018 2017
Rupees in ‘000’
Increase in discount rate by 1% 92,185 87,234
Decrease in discount rate by 1% 114,225 100,879
Increase in expected future increment in salary by 1% 114,225 100,879
Decrease in expected future increment in salary by 1% 92,012 87,124

37.9.6 Reconciliation of net liability recognized for compensated absences for the five years is as follows:

2018 2017 2016 2015 2014
Rupees in ‘000’

Opening net liability 93,523 91,181 228,742 223,672 209,961
Net charge for the year 8,771 2,342 (137,561) 5,070 13,711

102,294 93,523 91,181 228,742 223,672
Actuarial gain on obligation 886 1,617 162,677 29,003 33,037
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37.10 Defined contribution plan

The Bank operates and approved provident fund scheme for all its permanent employees. Equal
monthly contributions are made by the Bank and employees at the rate of 8.33% of basic salary.

38. COMPENSATION OF DIRECTORS AND EXECUTIVES
The aggregate amount charged in these unconsolidated financial statements for remuneration,
including benefits to the Chairman, President/Chief Executive Officer, Directors and Executives of
the Bank was as follows:
Chairman President / Directors Executives
Chief Executive
2018 2017 2018* 2017 2018 2017 2018 2017
Rupees in ‘000’

Fees 725 475* - 3,500  3,485* - -
Managerial remuneration - - 71,511 62,723 - 1,263,879 1,056,540
Bonus - - 42,263 34,501 - - 384,116 298,277
Rent and house maintenance - - 5,516 4,838 - - 490,170 409,799
Utilities - 14 4,969 4,359 - - 121,557 103,032
Medical 384 298 - - - - 124,515 102,690
Other allowances 584 693 2,571 9,126 - - 156,500 143,615

1,693 1,480 126,830 115547 3,500 3,485 2,540,737 2,113,953
Number of persons 1 1 1 1 8 10 1,276 1,101
* This represents fee paid to non-executive directors for attending the Board and its Committees
meetings.
** This represents compensation paid to Ex-President / CEO from January 01, 2018 to December
07, 2018.
Chairman, President / Chief Executive Officer and certain executives are provided with free use of
the Bank’s maintained cars.
In addition to the above, contribution to defined contribution and benefit plans have been made in
accordance with the Bank’s policy. Further, executives are entitled to certain additional benefits in
accordance with the Bank’s policy.
For the purpose of this disclosure executive means officers, other than the chief executive and
directors, whose basic salary exceeds five hundred thousand rupees in the financial year.

39. FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on quoted
market price. Quoted securities classified as held to maturity are carried at cost. The fair value of
unquoted equity securities, other than investments in 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 assets, other liabilities, fixed term
deposits 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.
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In the opinion of the management, the fair value of the remaining financial assets and liabilities are
not significantly different from their carrying values since these are either short-term in nature or, in
the case of customer loans and deposits, are frequently reprised.

39.1 The Bank measures fair vale 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 measurement using inputs other than quoted prices included within Level 1 that
are observable for the asset 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 on observable
market data (i.e. unobservable 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:

2018
Carrying Fair value

value Level 1 Level 2 Level 3 Total

Rupees in ‘000’
On balance sheet financial instruments

Financial assets measured at fair value :

Government securities 202,765,869 - 202,765,869 - 202,765,869
Shares 1,051,202 1,035,212 - 15,990 1,051,202
Non-Government debt securities 852,320 - 862,320 - 852,320
Foreign securities 4,019 - - 4,019 4,019
Subsidiary company 33,747 - - 33,747 33,747
Financial assets disclosed but not

measured at fair value: - - - - -
Government securities 250,329 - 248,902 - 248,902
Non Financial assets measured at fair value:
Operating fixed assets (land & building) 5,912,918 - 5,912,918 - 5,912,918
Non banking assets acquired in satisfaction of claims 7,436,947 - 7,436,947 - 7,436,947
Financial liabilities measured at fair value:
Payable to gratuity fund 287,512 - 287,512 - 287,512
Provision for employees compensated absences 102,294 - 102,294 - 102,294
Off balance sheet financial instruments:
Forward purchase of foreign exchange contracts 183,823,439 - 13,823,439 - 13,823,439
Forward sale of foreign exchange contracts 9,009,056 - 9,009,056 - 9,009,056
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2017

Carrying Fair value
value Level 1 Level 2 Level 3 Total
Rupees in ‘000’
On balance sheet financial instruments
Financial assets measured at fair value :
Government securities 235,552,000 - 235,552,000 - 235,552,000
Shares 1,345,427 1,329,437 - 15,990 1,345,427
Non-Government debt securities 1,331,224 - 1,331,224 - 1,331,224
Foreign securities - - - - -
Subsidary Company 33,747 - - 33,747 33,747
Financial assets disclosed but not measured at fair value :
Government securities 252,178 - 258,323 - 258,323
Non Financial assets measured at fair value :
Operating fixed assets (land & building) 5,356,732 - 5,356,732 - 5,356,732
Non banking assets acquired in satisfaction of claims 8,044,187 - 8,044,187 - 8,044,187
Financial liabilities measured at fair value:
Payable to gratuity fund 233,841 233,841 233,841
Provision for employees compensated absences 93,523 93,523 93,523
Off balance sheet financial instruments:
Forward purchase of foreign exchange contracts 10,273,009 - 10,273,009 - 10,273,009
Forward sale of foreign exchange contracts 7,952,649 - 7,952,649 - 7,952,649
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40. SEGMENT INFORMATION

40.1 Segment details with respect to business activities

2018
Wholesale Retail Consumer Treasury Islamic Others Total
& agri
Rupees in ‘000’

Profit & loss
Net mark-up / return / profit 22,699,976 717,948 3,706,863 16,742,842 2,874,347 151,422 46,893,398
Inter segment revenue - net (18,824,476) 33,223,387  (2,056,855) (13,621,479) (48,042) 1,327,465 -
Non mark-up / return / interest income 1,297,319 913,566 196,301 962,503 67,763 235,478 3,672,930
Total income 5,172,819 34,854,901 1,846,309 4,083,866 2,894,068 1,714,365 50,566,328
Segment direct expenses 2,384,823 30,298,206 527,107 2,547,260 2,289,116 1,459,826 39,506,338
Inter segment expense allocation - - - - - - -
Total expenses 2,384,823 30,298,206 527,107 2,547,260 2,289,116 1,459,826 39,506,338
Provisions (1,508,543) (562,796) (188,580) 247,754 156,631 707,169  (1,148,365)
Profit / (loss) before tax 4,296,539 5,119,491 1,507,782 1,288,852 448,321 (452,630) 12,208,355
Balance sheet
Cash & bank balances 7,331,424 22,778,391 - 14,885,330 4,396,174 - 49,391,319
Investments - net 1,299,368 - - 199,172,955 9,599,160 - 210,071,483
Net inter segment lending - 498,991,218 = = - 49,898,663 548,889,881
Lendings to financial institutions - - - 22,493,153 5,350,000 - 27,843,153
Advances - performing 302,205,740 11,840,351 39,641,148 = 19,922,874 2,412,499 376,022,612

- non-performing - net 5,255,890 291,565 199,217 - 72,752 35,220 5,854,644
Others 11,302,445 1,793,055 1,398,214 500,819 2,039,876 28,161,972 45,196,381
Total assets 327,394,867 535,694,580 41,238,579 237,052,257 41,380,836 80,508,354 1,263,269,473
Borrowings 20,616,688 105,248 - 21,071,265 = - 41,793,201
Subordinated debts - - - - - 8,797,140 8,797,140
Deposits & other accounts 29,800,663 528,081,227 1,062,397 10,109 36,501,111 126,455 595,581,962
Net inter segment borrowing 305,080,375 - 28,190,518 214,631,140 987,848 - 548,889,881
Others 7,593,106 8,671,896 11,665,892 83,333 1,500,040 972,731 30,486,998
Total liabilities 363,090,832 536,858,371 40,918,807 235,795,847 38,988,999 9,896,326 1,225,549,182
Equity (35,695,965)  (1,163,791) 319,772 1,256,410 2,391,837 70,612,028 37,720,291
Total equity & liabilities 327,394,867 535,694,580 41,238,579 237,052,257 41,380,836 80,508,354 1,263,269,473
Contingencies & commitments 108,373,498 10,482,058 - 22,172,986 3,096,732 1,683,210 145,808,484

2017
Wholesale Retail Consumer Treasury Islamic Others Total
& agri
Rupees in ‘000’

Profit & loss
Net mark-up / return / profit 15,069,060 784,276 3,543,384 13,147,084 1,916,611 207,912 34,668,327
Inter segment revenue - net (11,624,796) 23,578,415  (1,742,601)  (9,881,918) (32,596) (296,504) -
Non mark-up / return / interest income 1,150,658 898,688 174,042 1,942,835 61,755 363,296 4,591,275
Total income 4,594,922 25,261,379 1,974,825 5,208,001 1,945,770 274,704 39,259,601
Segment direct expenses 1,255,388 21,091,175 267,699 1,920,493 1,692,600 2,999,409 29,226,764
Inter segment expense allocation - - - - - - -
Total expenses 1,265,388 21,091,175 267,699 1,920,493 1,692,600 2,999,409 29,226,764
Provisions 11,852,608 2,199,045 (20,844) 85,358 62,497 552,115 14,730,779
Profit / (loss) before tax (8,513,074) 1,971,159 1,727,970 3,202,150 190,673  (3,276,820)  (4,697,942)
Balance sheet
Cash & Bank balances 5,795,340 18,956,894 - 18,769,256 4,762,844 270,999 48,555,333
Investments - net 1,696,992 - - 233,181,259 7,628,201 - 242,506,452
Net inter segment lending - 452,448,001 - - 127,446 54,170,422 506,745,869
Lendings to financial institutions - - - 14,713,850 9,857,000 - 24,670,850
Advances - performing 225,530,524 16,258,547 37,456,477 - 11,561,344 (873,035) 289,933,857

- non-performing 4,577,231 328,711 683,100 - 212,508 16,319 5,817,864
Others 12,558,204 1,274,802 952,776 1,290,090 792,913 29,484,004 46,352,789
Total assets 250,158,291 489,266,955 39,092,353 267,954,455 34,942,251 83,068,709 1,164,483,014
Borrowings 17,092,417 246,573 - 21,610,372 - - 38,949,362
Subordinated debts - - - - - 4,499,000 4,499,000
Deposits & other accounts 35,318,667 486,768,312 1,086,026 10,109 33,011,564 86,478 556,281,156
Net inter segment borrowing 234,441,975 - 26,484,782 245,819,112 - - 506,745,869
Others 10,238,037 5,834,505 10,225,006 727,505 458,422 792,392 28,275,867
Total liabilities 297,091,096 492,849,390 37,795,814 268,167,098 33,469,986 5,377,870 1,134,751,254
Equity (46,932,805)  (3,582,435) 1,296,539 (212,643) 1,472,265 77,690,839 29,731,760
Total equity & liabilities 250,158,292 489,266,955 39,092,353 267,954,455 34,942,251 83,068,709 1,164,483,014
Contingencies & commitments 101,588,884 4,018,738 - 17,913,553 2,628,525 8,628,243 134,777,943
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RELATED PARTY TRANSACTIONS

Related parties comprise subsidiary, key management personnel and entities in which key
management personnel are office holders / members. The Bank in the normal course of business
carries out transactions with various related parties on arm’s length basis. Amounts due from and
due to related parties are shown under receivables and payables. Remuneration of key management
personnel is disclosed in Note 38. In addition key management personnel are paid terminal and

short-term terminal benefits.

2018 2017
Key Subsidiary Employee Other Key Subsidiary Employee  Other
management company related management company funds related
personnel and managed personnel and managed parties
modaraba modaraba
Rupees in ‘000 Rupees in ‘000
Lendings to financial institutions:
Opening balance - 400,000 - - 400,000 - -
Addition during the year - 1,600,000 - - 1,600,000 - -
Repaid during the year - 1,600,000 - - 1,600,000 - -
Closing balance - 400,000 - - 400,000 - -
Investments (gross) - 164,945 - - 164,945 - -
Provision for diminution in
value of investments - 131,198 - - 131,198 - -
Advances:
Opening balance 182,129 1,199,047 - 114,850 1,078,614 - -
Addition during the year 90,341 1,132,228 - 148,720 850,263 - -
Repaid during the year 74,669 1,043,495 - 81,441 729,830 - -
Closing balance 197,801 1,287,780 = 182,129 1,199,047 - -
Provision held against advances - 46,199 - - 45,377 - -
Advance rent - - 67,317 - - - 53,166
Deposits and other accounts:
Opening balance 24,414 98,198 2,396 28,730 56,238 2,459,349 24,630
Received during the year 553,084 1,236,350 156,480 516,407 1,143,576 633,557 202,189
Withdrawn during the year 539,816 1,314,549 151,123 520,723 1,101,616 322,378 224,423
Closing balance 37,682 19,999 7,753 24,414 98,198 2,770,528 2,396
Income:
Mark-up / return / interest earned 8,817 112,902 - 7,539 90,978 - -
Reversal of provision - investment - - - - (6,288) - -
Reversal of provision - advances - - - - (213,603) - -
Net gain on sale of fixed asset
(Note 11.2.4) - - - - - - 6,505
Expense:
Mark-up / return / interest paid 960 = 146 578 - 147,814 100
Commission expense = 437 = - - - -

Balances pertaining to parties that were related at the beginning of the year but ceased to be so
related during any part of the current year are not reflected as part of the closing balance. The same

are accounted for through movement presented above.

The GoPb holds controlling interest (57.47% shareholding) in the Bank and therefore entities which
are owned and / or controlled by the GoPb, or where the GoPb may exercise significant influence,
are related parties of the Bank. The Bank in the ordinary course of business enters into transaction
with Government- related entities. Such transactions include lending to, deposits from and provision

of other banking services to Government-related entities.
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41.3

1.4

4.5

As at Statement of Financial Position date the loans and advances, deposits and contingencies
relating to GoPb and its related entities amounted to Rs. 55,256,269 thousand (2017: Rs.
44,641,720 thousand), Rs. 306,110,933 thousand (2017: Rs. 289,679,475 thousand) and Rs.
30,682,028 thousand (2017: Rs. 25,792,141 thousand) respectively. Further, during the period,
the Bank has incurred markup expense of Rs. 152,274 thousand (2017: Rs. 125,000 thousand) on
subordinated debt of Rs. 2,000,000 thousand received from GoPb in year 2014.

The Bank made contribution of Rs. 139,739 thousand (2017: Rs. 131,458 thousand) to employees

provident fund during the year.

During the year, the Bank has recorded Rs. 60,376 thousand and Rs. 40,027 thousand as gratuity
payable to Ex-President / CEO and Deputy Chief Executive Officer respectively.

Advances to employees as at December 31, 2018, other than key management personnel, amounts

to Rs. 3,914,070 thousand (2017: Rs. 2,713,342 thousand).

2018

2017

Rupees in ‘000’

42,

CAPITAL ADEQUACY, LEVERAGE RATIO &
LIQUIDITY REQUIREMENTS

Minimum Capital Requirement (MCR):

Paid-up capital (net of losses) 34,459,979 26,845,158
Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capital 28,930,901 20,075,156
Eligible Additional Tier 1 (ADT 1) Capital - -
Total Eligible Tier 1 Capital 28,930,901 20,075,156
Eligible Tier 2 Capital 9,731,042 5,591,458
Total Eligible Capital (Tier 1 + Tier 2) 38,661,943 25,666,614
Risk Weighted Assets (RWAS):

Credit Risk 255,252,014 230,942,224
Market Risk 2,335,178 3,151,383
Operational Risk 35,907,591 29,711,565
Total 293,494,783 263,805,172
Common Equity Tier 1 Capital Adequacy ratio 9.86% 7.61%
Tier 1 CAR (%) 9.86% 7.61%
Total CAR (%) 13.17% 9.73%
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42.1 Capital adequacy framework

The Basel Framework for a capital adequacy is applicable to the Bank both at the consolidated level
(including the subsidiary) and on a stand alone basis. The Bank’s policy is to maintain strong capital
base so as to maintain, investor, creditor and market confidence and to sustain future business
developments. The adequacy of the Bank’s capital is monitored using, among other measures,
the rules and ratios established by the SBP. The ratio compares the amount of eligible capital with
the total of risk-weighted assets. The Bank monitors and reports its capital ratios under SBP rules,
which ultimately determine the regulatory capital required to be maintained by Banks and DFls.

In addition, the SBP requires that the paid up capital of locally incorporated banks should be raised
to Rs. 10 billion by December 31, 2013 in a phased manner. The paid-up capital requirement (net
of losses) as at December 31, 2018 is Rs.10.0 billion.

The SBP requires that banks doing business in Pakistan should maintain regulatory capital for
credit, market, and operational risks, the amount of which should at least be equal to 10% plus
capital conservation buffer of 1.90% of the risk weighted assets of the Bank. The Bank’s capital
adequacy ratio as at December 31, 2018 under Basel lll is 13.17%.

The capital adequacy ratio of the Bank was subject to Basel Il capital adequacy guidelines stipulated
by the SBP through its circular BPRD Circular No. 06 of 2013 dated August 15, 2013. These
instructions are effective from December 31, 2013 in a phased manner with full implementation
intended by December 31, 2019. Under Basel Ill guidelines banks are required to maintain the
following ratios on an ongoing basis.

Phase-in arrangement and full implementation of the minimum capital requirements:

Year end Deﬁng];oer
Sr.No.| Ratio 2013 2014 2015 2016 2017 2018 2019
1 CETH 5.00% | 5.50% | 6.00% | 6.00% | 6.00% | 6.00% 6.00%
2 ADT-1 1.50% | 1.50% | 1.50% | 1.50% | 1.50% | 1.50% 1.50%
3 Tier-1 6.50% | 7.00% | 7.50% | 7.50% | 7.50% | 7.50% 7.50%
4 Total capital 10.00% | 10.00% | 10.00% | 10.00% | 10.00% | 10.00% | 10.00%
5 CCB (consisting of CET1 only) | 0.00% | 0.00% | 0.25% | 0.65% | 1.275% | 1.90% 2.50%
6 Total capital plus CCB 10.00% | 10.00% | 10.25% | 10.65% | 11.28% | 11.90% | 12.50%

The SBP’s regulatory capital as managed by the Bank is analyzed into following tiers:

. Tier | capital (CET1), which comprises of highest quality capital element and include fully
paid up capital, share premium, reserve for bonus shares, general reserves and accumulated
losses.

. Additional Tier | capital (ADT-I), which includes instrument meeting the prescrioed SBP
criteria e.g. perpetual non-cumulative preference shares and its premium after all regulatory
adjustments applicable on ADT-I.

The deductions from Tier 1 capital include mainly:

i) Book value of goodwill / intangibles;

ii) Shortfall in provision

iii) Deficit on revaluation of available for sale investments - AFS & fixed assets;
iv) Defined benefit pension fund asset
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v) Investment in own shares

vi) Reciprocal cross holdings in equity capital instruments of other banks, financial institutions
and insurance companies;

vii) Investment in mutual funds above a prescribed ceiling

viii) Threshold deductions applicable from 2014 on deferred tax assets and certain investments;
ix) 10% of investments in majority capital instruments or other financial subsidiaries not
consolidated in the statement of financial position during transition phase

. Tier Il capital, which includes subordinated debt / instruments and its premium, general
reserve for loan losses (up to a maximum of 1.25% of CRWA), net of tax revaluation reserves,
exchange translation reserves after all regulatory adjustments applicable on Tier-II.

The deductions from Tier 2 include mainly

i) Reciprocal cross holdings in other capital instruments of other banks, financial institution and
insurance companies;

i) 10% of investments in majority capital instruments or other financial subsidiaries not
consolidated in the statement of financial position, during transition phase.

The Bank calculates capital requirement as per regulatory framework, using the following
approaches:

Credit risk Standardized Approach
Market risk Standardized Approach

Operational risk Basic Indicator Approach

Basel-lll Framework enables a more risk-sensitive regulatory capital calculation to promote long
term viability of the Bank.

2018 2017
Rupees in ‘000’

42.2 Leverage Ratio (LR):
Eligible Tier-1 Capital 28,930,901 20,075,156
Total Exposures 851,906,956 781,644,152
LR (%) 3.40% 2.57%
42.3 Liquidity Coverage Ratio (LCR):
Total High Quality Liquid Assets 272,221,864 285,713,249
Total Net Cash Outflow 203,539,146 214,101,572
LCR (%) 133.74% 133.45%
Net Stable Funding Ratio (NSFR):
Total Available Stable Funding 417,010,019 383,239,594
Total Required Stable Funding 371,740,462 300,969,211
NSFR (%) 112.18% 127.34%

42.4 The full disclosures on the capital adequacy, leverage ratio and liquidity requirements as per SBP
instructions issued from time to time are available on http://bop.com.pk.
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43. RISK MANAGEMENT

The Bank has established market, credit, liquidity and operational risk appetite under the supervision
of Board of Directors, where the Bank has already implemented new core business system and
web based obligor risk rating system. The Bank has implemented a system of reporting risks and
exceptions on various frequencies to business groups, Asset and Liabilities Committee, Investment
Committee, Board Risk Management Committee and Board of Directors.

43.1 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge its obligations and
cause the other party to incur a financial loss. The Bank manages its exposure to credit risk by
pursuing credit policy approved by the Board of Directors and undertaking all lending activities in
accordance with standard practices and procedures as laid down in the Credit Policy Manual. The
Bank’s credit process currently entails assessment of credit worthiness of potential customers, pre-
sanction evaluation of credit proposal, adequacy and quality checks over collateral and examination
of charge documents before disbursements. The Bank will also continue to keep its focus on
expansion through diversified exposure. Further, to strengthen the portfolio and as a matter of
prudence, adequate provisions against non-performing advances are accounted for in accordance
with the requirements of the Prudential Regulations issued by the SBP.

The Bank’s risk management involves the identification, measurement, monitoring, mitigation and
controlling of risks to ensure that following primary objectives are adhered:

a. Individuals who take or manage risks clearly understand it in the entire credit value chain.
b. The Bank’s risk exposure is within the risk appetite limits duly defined by the regulator or
established by Board of Directors.

c. Risk taking decisions are in line with business strategy and objectives set by the management.
d. Business decisions optimize the risk-reward trade-off.

e. Risk taking decisions are explicit and clear.

f. Sufficient capital as a buffer is available to take risk.

Further, assessment of following obligor risk rating factors are in place for effective risk management:
Adjusted net worth, current ratio, net profit margin, adjusted leverage, relationship with the

Bank, quality of financial reporting, ownership structure, account behavior, internal quality and
buyer / supplier concentration.
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43.1.1 Lendings to financial institutions

Credit risk by public / private sector

Gross lendings Non-performing lendings Provision held

2018 2017 2018 2017 2018 2017

Rupees in ‘000’

Public / Government - -
Private 27,843,153 24,570,850 - - - -

27,843,153 24,570,850 = - = -

43.1.2 Investment in non government
debt securities

Oil & gas 250,000 250,000 - - - -
Textile 582,301 582,301 582,301 582,301 582,301 582,301
Cement 20,000 20,000 20,000 20,000 20,000 20,000
Sugar 317,811 317,811 - - - -
Electronics and electrical appliances 284,855 501,148 27,862 27,862 27,862 27,862
Construction 47,387 47,387 47,387 47,387 47,387 47,387
Power (electricity), gas, water, sanitary 3,878,571 2,771,429 - - - -
Transport, storage and communication 34,852 53,430 6,986 6,986 6,986 6,986
Financial 364,858 1,054,587 34,408 34,408 34,408 34,408
Services 501,448 - - - - -
Fertilizer 1,837,405 1,943,977 1,517,679 1,517,679 1,517,679 1,517,679

8,119,488 7,542,070 2,236,623 2,236,623 2,236,623 2,236,623

Credit risk by public / private sector

Public/ Government 203,219,126 235,984,454 400 400 400 400
Private 10,266,690 9,749,939 3,392,701 3,144,947 3,392,701 3,144,947
213,485,816 245,734,393 3,393,101 3,145,347 3,393,101 3,145,347
Gross advances Non-performing advances Provision held
2018 2017 2018 2017 2018 2017

Rupees in ‘000’

43.1.3 Advances

Agriculture, forestry, hunting and fishing 12,005,293 7,813,340 881,184 1,093,133 804,745 980,709
Oil & gas 2,929,676 2,723,181 77,781 220,294 72,781 220,294
Textile 69,374,545 64,007,649 24,225,200 25,166,034 20,807,249 21,615,377
Chemical and pharmaceuticals 9,049,220 6,975,205 68,734 155,751 68,734 107,872
Cement 16,177,409 7,877,789 1,490,129 1,423,102 914,875 1,098,962
Sugar 14,035,366 13,827,944 1,171,500 1,168,346 1,144,701 1,168,346
Footwear and leather garments 733,435 536,773 517,610 514,959 200,115 397,192
Automobile and transportation equipment 2,555,900 2,261,017 1,985,001 1,999,227 1,985,001 1,999,227
Electronics and electrical appliances 4,971,541 3,038,412 37,764 161,873 37,764 1,077,086
Cable, electrical & engineering 7,162,896 6,390,003 1,839,829 1,836,933 1,835,208 915,913
Production & transmission of energy 27,470,799 15,517,124 1,662,787 1,549,640 1,555,016 1,549,640
Construction 7,684,052 8,317,498 1,450,980 1,715,512 1,287,928 1,598,666
Trading & commerce 51,092,229 28,606,921 6,900,288 6,600,885 6,274,051 6,269,901
Food & allied 8,441,431 7,739,087 3,034,783 2,765,718 2,733,790 2,427,574
Transport, storage and communication 4,473,662 5,548,182 195,567 243,674 163,407 160,552
Financial 1,846,403 1,886,328 361,714 360,889 361,714 360,889
Fertilizer 5,253,412 4,411,851 119,464 86,174 96,939 81,074
Services 11,733,404 11,632,946 976,584 1,150,730 967,525 1,081,338
Individuals 42,364,144 40,807,906 748,749 681,997 590,933 516,196
Government public sector enterprises 65,603,523 53,424,285 - - - -
Federal & provincial governments 42,308,611 31,378,957 - - - -
Others 18,494,023 17,013,017 1,739,414 2,056,121 1,627,943 2,031,603

425,755,974 341,735,415 49,385,062 50,950,992 43,530,419 45,558,411

Credit risk by public / private sector

Public/ Government 107,907,134 84,803,242 = - = -
Private 317,848,840 256,932,173 49,385,062 50,950,992 43,530,419 45,558,411
425,755,974 341,735,415 49,385,062 50,950,992 43,530,419 45,558,411
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2018

2017
Rupees in ‘000’

43.1.4 Contingencies and commitments

Textile and ginning 6,345,358 7,451,430
Cement 5,853,118 11,171,166
Sugar 1,046,522 88,720
Financial 34,160,855 23,360,093
Construction and real estate 12,290,435 13,227,494
Oil and gas 4,972,657 6,173,757
Auto and allied 811,305 655,509
Food and allied 2,530,882 1,985,961
Chemical and pharmaceuticals 1,462,319 1,491,963
Fertilizers 687,074 330,609
Cable, electrical and engineering 2,392,473 3,343,376
Production and transmission of energy 14,654,291 13,927,902
Transport, storage and communication 390,778 448,101
Government
- Public sector enterprises 26,458,474 18,123,887
- Federal and Provincial Government 12,431,667 14,612,653
Individuals 9,261,997 7,808,302
Trading and commerce 2,251,009 2,323,822
Services 345,822 203,401
Other 7,461,448 8,054,797
145,808,484 134,777,943
Credit risk by public / private sector
Public/ Government 38,890,141 38,890,141
Private 106,918,343 95,887,802
145,808,484 134,777,943
43.1.5 Concentration of advances

The bank top 10 exposures on the basis of total (funded and non-funded exposures) aggregated to

Rs. 171,650,837 thousand (2017: Rs. 134,015,695 thousand).

2018 2017
Rupees in ‘000’
Funded 143,474,249 101,265,637
Non Funded 28,176,588 32,750,058
Total Exposure 171,650,837 134,015,695

The sanctioned limits against these top 10 exposures aggregated to Rs. 197,377,856 thousand

(2017: Rs. 163,110,958 thousand).
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Total funded classified therein

2018 2017

Amount Provision Amount Provision
held held

Rupees in ‘000’

OAEM - - - -
Substandard - - - -
Doubtful 6,390,871 3,895,436 6,590,871 3,295,436
Loss - - - -
Total 6,390,871 3,895,436 6,590,871 3,295,436

For the purpose of this note, exposure means outstanding funded facilities and utilized non-funded
facilities as at the reporting date.

43.1.6 Advances - province / region-wise disbursement and utilization

2018
Disbursements Utilization
AJK
Punjab Sindh KPK Baluchistan Islamabad including

Province / Region including Gilgit-

FATA Baltistan

Rupees in ‘000’

Punjab 168,841,108 | 161,921,242 5,095,631 164,225 647,946 999,874 12,190
Sindh 71,345,255 704,500 || 70,273,794 366,958 = 3 =
KPK including FATA 1,521,655 12,350 - 1,509,305 - - -
Baluchistan = = = = = = =
Islamabad 16,108,150 348,428 - 2,321,141 - || 13,438,581 -
AJK including Gilgit-Baltistan 5,443 4 = = = = 5,439
Total 257,821,611 162,986,524 75,369,425 4,361,629 647,946 14,438,458 17,629

2017

Disbursements Utilization
AJK
Punjab Sindh KPK Baluchistan Islamabad including

Province / Region including Gilgit-

FATA Baltistan

Rupees in ‘000’

Punjab 143,360,048 | 134,957,770 7,345,140 10,779 - 1,046,359 -
Sindh 36,222,363 725,838 | 35,396,525 100,000 - - -
KPK including FATA 3,587,081 - - 3,587,081 - - -
Baluchistan - - - - - - -
Islamabad 16,887,902 91,273 - 2,382,617 -1| 14,314,012 100,000
AJK including Gilgit-Baltistan 70,768 1 - - - - 70,767
Total 200,128,162 135,774,882 42,741,665 6,080,477 - 15,360,371 170,767
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43.1.7 Credit risk - general disclosures

The Bank follows the standardized approach for its credit risk exposures, which sets out fixed risk
weights corresponding to external credit rating or type of exposure, whichever is applicable.

Under standardized approach, the capital requirement is based on the credit rating assigned to
the counterparties by the External Credit Assessment Institutions (ECAIs) duly recognized by SBP
for capital adequacy purposes. Bank utilizes, wherever available, the credit ratings assigned by the
SBP recognized ECAIs, viz. PACRA (Pakistan Credit Rating Agency), JCR-VIS (Japan Credit Rating
Company - Vital Information Systems), Fitch Moody’s and Standard & Poors . Credit rating data for

advances is obtained from recognized ECAIs and then mapped to SBP’s rating grades.

Type of exposures & ECAIs used

Exposures JCR-VIS PACRA S&P Moody’s | Fitch
Corporate J J

Banks J J J J J
Sovereigns J

PSEs J J

SMEs J J

Mapping to SBP rating grades

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

Long term ratings grades mapping

SBP rating grade Fitch Moody’s | S &P PACRA |JCR-VIS | ECA Scores
1 AAA Aaa AAA AAA AAA 0
AA+ Aal AA+ AA+ AA+ 1
AA Aa?2 AA AA AA
AA- Aa3 AA- AA- AA-
2 A+ A1 A+ A+ A+ 2
A A2 A A A
A- A3 A- A- A-
3 BBB+ Baa1 BBB+ BBB+ BBB+ 3
BBB Baa? BBB BBB BBB
BBB- Baa3 BBB- BBB- BBB-
4 BB+ Ba1 BB+ BB+ BB+ 4
BB Ba2 BB BB BB
BB- Ba3 BB- BB- BB-
5 B+ B1 B+ B+ B+ 5
B B2 B B B 6
B- B3 B- B- B-
6 CCC+ Caaf CCC+ CCC+ CCC+ 7
and below | and below | and below| and below | and below
Short term rating grades mapping
SBP rating grade Fitch Moody’s | S &P PACRA |JCR-VIS
ST F1 P-1 A-1+ A-1+ A-1+
S1 F1 P-1 A-1 A-1 A-1
S2 F2 pP-2 A-2 A-2 A-2
S3 F3 P-3 A-3 A-3 A-3
S4 Others Others Others | Others | Others
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Credit exposures subject to standardized approach

2018 2017
. Amount Deduction Net Amount Deduction Net
Exposures Ratin . .
P 9 outstanding CRM amount | outstanding CRM amount
Rupees in ‘000

Corporate 1 36,639,351 | (11,989,689) | 24,649,662 14,901,614 (6,422,459) 8,479,155
2 59,171,775 (424,547) | 58,747,228 32,477,218 (553,644) 31,923,574
3,4 10,985,907 - | 10,985,907 1,343,893 (600) 1,343,293
5,6 - - - -
Unrated-125%| 66,332,367 | (22,361 098) 43,971,269 44,064,831 (14,382 719) 29,682,112
Unrated-100%| 45,392,771 (1,470,380) | 43,922,391 63,567,013 (2,309,411) 61,257,602
Bank 1 41,186,893 | (17,422,279) | 23,764,614 35,587,834 (5,148,215) 30,439,619
2,3 - - - - - -
4,5 90,185 - 90,185 807,143 (495,090) 312,053
6 - - - - - -
Unrated - - - - - -
Public sector enterprises 1 15,451,040 - | 15,451,040 13,633,719 - 13,633,719
in Pakistan 2,3 - - - - -

4,5 - - - -

6 - -

Unrated 50,180,349 | (49,330 975) 849,374 39,837,010 (39,499 409) 337,601
Sovereigns and on Government 0 251,342,893 | (39,150 264) 212,192,629 267,521,999| (31,007 716) 236,514,283
of Pakistan or Provisional 1 - - - -
Government or SBP or Cash 2 - - - - - -
3 - - - - -
4,5 36,318 - 36,318 67,941 - 67,941
6 - - - - - -
Unrated - - - - - -
Listed equity investments 100% 320,393 - 320,393 670,942 - 670,942
Un-listed equity investments 150% 15,990 - 15,990 15,990 - 15,990
Non performing loans 150% 1,274,139 - 1,274,139 949,788 - 949,788
100% 1,843,634 - 1,843,634 4,128,288 - 4,128,288
50% 2,736,868 - 2,736,868 314,506 - 314,506
Mortgage 35% 3,202,861 - 3,202,861 2,203,203 - 2,203,203
Retail 75% 57,175,835 | (12,702,477) | 44,473,358 55,904,433 (6,928,970) 48,975,463
Fixed assets 100% 8,787,927 - 8,787,927 7,889,722 - 7,889,722
Deferred tax assets 100% - - - 2,027,114 - 2,027,114
Deferred tax assets 250% 3,354,197 - 3,354,197 2,616,071 - 2,616,071
Significant investments 250% 33,747 - 33,747 25,310 - 25,310
Others 100% 27,551,697 (2,141,878) | 25,409,819 18,919,285 - 18,919,285
Total 683,107,137 | (156,993,587) | 526,113,550 | 609,474,867 | (106,748,233) 502,726,634

43.1.8 Credit risk: Disclosures with respect to credit risk mitigation for standardized approach

The Bank has adopted comprehensive approach of credit risk mitigation for banking book. Under
this approach cash, lien on deposits, government securities, and eligible securities etc. are
consolidated as eligible collateral. Where the Bank’s exposure to an obligor is secured by eligible
collaterals, the Bank reduces its exposure for the calculation of the capital requirement by the
realizable amount of the collateral, adjusted for any applicable haircuts.

43.1.8.1 Credit risk: Disclosures for portfolio subject to the standardized approach

No credit risk mitigation benefit is taken in the trading book. For each asset class, the risk weights

as specified by the SBP or corresponding to the SBP rating grades are applied to the net amount
for the calculation of risk weighted assets.
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43.1.8.2 Equity position risk in the banking book

The Bank takes proprietary equity positions for both short term and long term trading purposes.
As of December 31, 2018 the composition of equity investments, is as follows:

Held for Available Total
trading for sale
Rs. In ‘000’
Ordinary shares (listed) - net of impairment held 10,781 1,024,431 1,035,212
Ordinary shares (un-listed) - net of impairment held - 15,990 15,990
Preference shares - net of impairment held - 81,358 81,358
Total 10,781 1,121,779 1,132,560

The Bank classify its equity investment portfolio in accordance with the directives of the SBP as
follows:

Investments — Held for trading
Investments — Available for Sale
Investments in subsidiaries

43.2 Market risk

Market risk is the risk that the value of ‘on’ or ‘off’ balance sheet positions will be adversely affected
by movements in equity and interest rate markets, foreign exchange rates and equity position risk.

Interest rate risk is risk to the earnings or market value of a portfolio due to uncertain future interest
rates. Interest rate risks can be categorized in different ways, and there is usually some overlap
between categories. Interest rate risk can be categorized into the following components:

a. Repricing or maturity mismatch risk or yield curve risk
b. Basis risk

c. Options risk

d. Price risk

Equity price risk is the risk that the value of a security or portfolio of securities will decline in the
future. It is risk to earnings or capital that results from adverse changes in the value of equity related
portfolios of a financial institution.

Foreign exchange risk is the exposure of an institution to the potential impact of movements in
foreign exchange rates. The risk is that adverse fluctuations in exchange rates may result in a loss
to the institution.

Foreign exchange risk arises from two factors: currency mismatches in an institution’s assets and
liabilities (both on- and off-balance sheet) that are not subject to a fixed exchange rate, and currency
cash flow mismatches. Such risk continues until the foreign exchange position is covered.

The Bank’s market risk management structure consists of Board Risk Management Committee,
Assets and Liabilities Committee, Market Risk Management Committee and independent Enterprise
Risk Management unit (ERM). Market risk is an independent risk management function that works
in close partnership with the business segments to identify and monitor market risks throughout the
Bank and to define market risk policies and procedures. ERM unit seeks to facilitate efficient risk/
return decisions, reduce volatility in operating performance and provide transparency in reporting
the Bank’s market risk profile to the senior management, the Board of Directors and the SBP.
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The Bank is using following techniques for mitigation of market risk:

-Hedging the open positions i.e. taking offsetting positions

-Portfolio diversification

-Limits setting, monitoring and reporting

The Bank is using following techniques for measurement of market risk and all the reports along
with suggestive strategies which are escalated to senior management for their review and corrective

actions:

¢ Daily mark to market revaluation of equity, foreign exchange and bonds portfolio
e Estimated value at risk on equity and foreign exchange exposures.

¢ |Interest rate gap analysis
e Duration analysis

e Stress testing of market risk exposures.

e Scenarios based analysis

43.2.1 Balance sheet split by trading and banking books
2018 2017
Banking Trading Total Banking Trading Total
book book book book
Rupees in ‘000’
Cash and balances with

treasury banks 43,589,007 - 43,589,007 42,477,950 - 42,477,950
Balances with other banks 5,802,312 - 5,802,312 6,077,383 - 6,077,383
Lendings to financial institutions 27,843,153 - 27,843,153 24,570,850 - 24,570,850
Investments 183,958,278 26,113,205 210,071,483 206,938,262 35,568,190 242,506,452
Advances 381,877,256 - 381,877,256 295,751,721 - 295,751,721
Fixed assets 8,787,928 - 8,787,928 7,889,725 - 7,889,725
Intangible assets 891,489 - 891,489 629,162 - 629,162
Deferred tax assets 7,965,267 - 7,965,267 10,724,523 - 10,724,523
Other assets 27,551,697 - 27,551,697 27,109,379 - 27,109,379
688,266,387 26,113,205 714,379,592 622,168,955 35,568,190 657,737,145

43.2.2 Foreign exchange risk

The Bank’s foreign exchange exposure comprises of forward contracts, purchases of foreign bills,
foreign currency cash in hand, balances with banks abroad, foreign currency placements with foreign
commercial banks and foreign currency deposits. The Bank manages its foreign exchange exposure
by matching foreign currency assets and liabilities. Foreign exchange exposure and nostro balances
are managed within the statutory limits, as fixed by SBP. Counter parties limits are also fixed to limit
risk concentration. Market risk charge calculates on FEEL and forward contracts (interest rate) and
credit risk charge manage by Bank on all forward contracts.

2018 2017
Foreign Foreign Off-balance Net Foreign Foreign  Off-balance Net
currency currency sheet  foreign currency currency sheet foreign
assets liabilities items  currency assets liabilities items currency
exposure exposure
Rupees in ‘000 Rupees in ‘000
United States Dollar 2,362,917 6,138,839 2,709,608 (1,066,313) 2,762,879 4,778,853 668,696 (1,347,278)
Great Britain Pound Sterling 901,919 2,546,288 1,623,063  (21,306) 516,096 1,255,465 723,049 (16,320)
Euro 552,558 995,396 252,015 (190,823) 272,382 1,314,550 868,434 (173,734)
Japanese Yen - 1,185 - (1,185) 10,810 922 - 9,888
Other currencies 148,454 82,471 83,266 149,247 102,721 220  (39,086) 63,415
3,965,848 9,764,179 4,667,952 (1,130,380) 3,664,888 7,350,010 2,221,093 (1,464,029)
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2018 2017

Banking Trading Banking Trading
book book book book

Rupees in ‘000’

Impact of 1% change in foreign exchange rates on
- Profit and loss account - (4,072) - (16,106)
- Other comprehensive income - - - -

43.2.3 Equity position risk

The risk arising from taking long or short positions, in the trading book, in the equities and all
instruments that exhibit market behavior similar to equities. The Bank’s strategy is to invest in
equity securities for increase in dividend income and capital gains through market volatility.

2018 2017

Banking Trading Banking Trading
book book book book

Rupees in ‘000’

Impact of 5% change in equity prices on
- Profit and loss account - (62,6006) - (72,588)
- Other comprehensive income - - - -

43.2.4 Yield / Interest Rate Risk in the Banking Book (IRRBB)-Basel Il specific

Interest rate risk is the potential that the value of the on-balance sheet and the off-balance sheet
positions of the bank would be negatively affected with the change in the market interest rates.
The vulnerability of the Bank towards the adverse movements of the interest rate can be gauged
by using duration GAP analysis.

Interest rate risk in the banking book is the risk to interest income arising from a mismatch between
the duration of assets and liabilities that arises in the normal course of business activities. The
banking book activities that give rise to interest rate risk include lending activities, balance sheet
funding and capital management. Interest rate risk in banking book can be measured by both,
changes in net interest income and changes in market value of interest bearing AFS investments.
This also refers to the non-trading market risk. To adjust the effective rate sensitivity, the Bank is
using following strategies after proper analysis of the Bank’s gaps and prevailing interest rate:

® Reduced asset sensitivity
¢ Increased asset sensitivity
¢ Reduced liability sensitivity
¢ Increased liability sensitivity

The Bank’s interest rate risk management policy includes following techniques to mitigate potential risks:

a) Monitoring and management of interest rate volatility in terms of percentage change in net
income through interest sensitive gaps.
b) Key consideration in investing in interest rate driven financial instruments.

¢) Managing volatility in the trading on category / instrument wise basis.

2018 2017

Banking Trading Banking Trading
book book book book

Rupees in ‘000’

Impact of 1% change in interest rates on
- Profit and loss account 1,277,000 261,000 1,384,000 335,629
- Other comprehensive income - - - -
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Reconciliation of financial assets and liabilities with total assets and liabilities:

2018 2017
Rupees in ‘000’

Financial assets 683,944,148 626,369,816
Non financial assets:
Fixed assets 8,787,928 7,889,725
Intangibles 891,489 629,162
Deferred tax assets - net 7,965,267 10,724,523
Other assets 12,790,760 11,623,919

30,435,444 30,867,329
Total assets as per statement of financial position 714,379,592 657,737,145
Financial liabilities 675,552,230 627,922,799
Non financial liabilities:
Other liabilities 1,107,071 82,586
Total liabilities as per statement of financial position 676,659,301 628,005,385

43.3 Operational risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people
and system or from external events. The Bank cannot expect to eliminate all operational risks, but
through a control framework and by monitoring and responding to potential risks, the Bank is able to
manage operational risk. Controls include effective segregation of duties, access, authorization and
reconciliation procedures, staff education and appraisal procedures, including the use of internal
audit. The Bank has established a comprehensive business continuity plan to deal with the risk of
financial loss and damage to reputation arising from operational risk factors.

The Bank uses Risk Control Self Assessment and monitoring of Key Risk Indicators to mitigate
operational losses. The Bank’s operational risk management framework, as laid down in the
operational risk policy, duly approved by Board of Directors, is flexible enough to implement in
stages and permits the overall risk management approach to evolve in the light of organizational
learning and the future needs of the Bank. Operational loss events are reviewed and appropriate
corrective actions taken on an ongoing basis, including measures to improve control procedures
with respect to design and operative effectiveness.

In accordance with the operational risk policy and framework, a database covering losses, control
breaches and near misses is being maintained. Major risk events are analyzed from the control
breach perspective and mitigating controls are assessed on design and operating effectiveness.
Quarterly updates on operational risk events are presented to senior management and the Board
Risk Management Committee (BRMC).
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43.3.1 Operational risk disclosures Basel-ll specific

Currently, the Bank is reporting operational risk capital charge under Basic Indicator Approach
(BIA). However, the Bank took a number of initiatives with respect to operational risk management.
The Bank will initiate further steps for improvement in operational risk management to adopt next
approach of capital charge i.e. Alternative Standardized Approach (ASA).

43.4 Liquidity risk

Liquidity risk is the potential for loss to an institution arising from either its inability to meet its
obligations or to fund increase in assets as they fall due without incurring unacceptable cost or
losses. The Bank’s ALCO is primarily responsible to ensure adequate maintenance and monitoring
of liquidity and minimization of liquidity risk. The Bank manages its liquidity risk by continuous
monitoring of the maturity profiles of its assets and liabilities, strengthening of its credit recovery
procedures by focusing on retail and medium-sized customers and managing open positions
through effective treasury operations. Allocation of funds towards various business prepositions
and pricing of assets and liabilities of the Bank are given significant importance.

The Bank is using following strategies for mitigation of liquidity risk:

¢ |Invest key liquid deposit providers in liquid investment.

e Contingency funding plan

¢ Monitoring of advances to deposits ratio.

e Diversification of portfolio

¢ Maintaining desirable level of currency wise liquidity

¢ |dentify situations or events that may trigger a crisis situation in terms of liquidity
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44. NON ADJUSTING EVENTS AFTER THE BALANCE SHEET DATE

The Board of Directors of the Bank in its meeting held on March 04, 2019 has proposed a cash
dividend of 7.50 percent (2017: Nil). These appropriations will be approved in the forthcoming Annual
General Meeting. These unconsolidated financial statements for the year ended December 31, 2018 do
not include the effect of these appropriations which will be accounted for in the unconsolidated
financial statements for the year ending December 31, 2019.

45. DATE OF AUTHORIZATION FOR ISSUE

These unconsolidated financial statements were authorized for issue on March 04, 2019 by the
Board of Directors of the Bank.

46. GENERAL

47.1 These unconsolidated financial statements have been prepared in accordance with the revised
forms of annual financial statements of commercial banks issued by SBP vide BPRD Circular No.
02 dated January 25, 2018 and other circulars issued from time to time.

47.2  Figures have been rounded off to the nearest thousand rupees.

47.3 Corresponding figures have been re-arranged and re-classified wherever necessary, for the purpose
of comparison. However no significant reclassification has been made except for the following:

Re-classified from Re-classified to Rupees in ‘000
SBP refinance Mark-up / return / interest earned  Mark-up / return / interest expensed 217,384
Non Mark-up / interest income  Other income Fee and commission income 1,680,402
Chief Financial Officer President Chairman Director Director
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ISLAMIC BANKING BUSINESS

Annexure Il

The Bank has started Islamic banking operations in the year 2013. As at close of the December 31, 2018,
The Bank is operating 72 Islamic banking branches and 02 sub Islamic banking branches (2017: 64

Islamic banking branches and 02 sub Islamic banking branches).

STATEMENT OF
FINANCIAL POSITION

As at December 31, 2018

2018 2017
Note Rupees in ‘000’

ASSETS
Cash and balances with treasury banks 2,753,286 2,543,172
Balances with other banks 1,642,888 2,219,672
Due from financial institutions 1 5,350,000 9,857,000
Investments - net 2 9,599,160 7,628,201
Islamic financing and related assets - net 3 19,995,626 11,773,847
Fixed assets 309,063 288,794
Intangible assets - -
Due from head office - 127,446
Other assets 1,730,813 504,119
Total assets 41,380,836 34,942,251
LIABILITIES
Bills payable 209,762 188,315
Due to financial institutions = -
Deposits and other accounts 4 36,501,111 33,011,564
Due to head office 187,187 -
Subordinated debt - -
Other liabilities 2,085,897 270,107

38,983,957 33,469,986
NET ASSETS 2,396,879 1,472,265
REPRESENTED BY
Islamic banking fund 1,500,000 1,000,000
Reserves 7,313 1,959
Surplus on revaluation of assets 20,372 49,433
Unappropriated profit 5 869,194 420,873

2,396,879 1,472,265

CONTINGENCIES AND COMMITMENTS 6
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ISLAMIC BANKING BUSINESS Annexure I
PROFIT AND LOSS ACCOUNT

For the year ended December 31, 2018

2018 2017
Note Rupees in ‘000’
Profit / return earned 7 2,874,347 1,916,611
Profit / return expensed 8 1,075,232 695,716
Net Profit / return 1,799,115 1,220,895
Fee and commission income 68,172 61,546
Dividend income - -
Foreign exchange income (402) 222
Income / (loss) from derivatives = -
Gain / (loss) on securities - -
Other income (7) (13)
67,763 61,755
Total income 1,866,878 1,282,650
Other expenses
Operating expenses 1,260,634 1,029,480
Workers welfare fund - -
Other charges 1,292 -
1,261,926 1,029,480
Profit before provisions 604,952 253,170
Provisions and write offs - net 156,631 62,497
Profit before taxation 448,321 190,673
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ISLAMIC BANKING BUSINESS
CASH FLOW STATEMENT

For the year ended December 31, 2018

2018

Annexure Il

2017

Rupees in ‘000’

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation 448,321 190,673
Less: dividend income - -
448,321 190,673
Adjustments for:
Depreciation / amortization - own assets 90,961 75,578
Depreciation on ijarah assets under IFAS - 2 359,585 339,052
Amortization of premium on government securities 27,406 17,592
Provision against non-performing islamic financing & r
elated services - net 156,631 62,497
634,583 494,719
1,082,904 685,392
(Increase) / decrease in operating assets:
Lendings to financial institutions 4,507,000 (4,757,000)
Advances - net (8,737,995) (3,238,647)
Others assets - net (1,099,248) (279,771)
(5,330,243) (8,275,418)
Increase / (decrease) in operating liabilities:
Bills payable 21,447 (39,385)
Deposits and other accounts 3,489,547 11,165,450
Other liabilities 2,008,331 (575,416)
5,519,325 10,550,649
1,271,986 2,960,623
Payments of provision against off-balance sheet obligations
Income tax paid - -
Net cash flow from operating activities 1,271,986 2,960,623
CASH FLOWS FROM INVESTING ACTIVITIES
Net investments in available for sale securities (2,027,426) (2,163,345)
Investments in operating fixed assets (111,230) (92,365)
Net cash used in investing activities (2,138,656) (2,255,710)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in Islamic banking fund 500,000 -
Net cash flow from financing activities 500,000 -
Net (decrease) / increase in cash and cash equivalents (366,670) 704,913
Cash and cash equivalents at beginning of the year 4,762,844 4,057,931
Cash and cash equivalents at end of the year 4,396,174 4,762,844
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Notes to the Annexure Il

1. DUE FROM FINANCIAL INSTITUTIONS

Annexure Il

2018 2017
In local In foreign Total In local In foreign Total
currency currencies currency currencies
Rupees in ‘000’
Unsecured 5,350,000 - 5,350,000 9,090,000 - 9,090,000
Bai muaijjal receiveable from SBP - - - 767,000 - 767,000
5,350,000 = 5,350,000 9,857,000 - 9,857,000
2. INVESTMENTS BY SEGMENTS
2018 2017
Cost / Provision Surplus Carrying Cost / Provision Surplus Carrying
Amortised for / (Deficit) value Amortised for / (Deficit) value
cost diminution cost diminution
Rupees in ‘000’
Federal government securities:

- liarah sukuks 2,623,602 (32,086) 2,591,516 5,031,226 (3,025) 5,028,201
- Sale of sukuk- bai muajjal 2,756,196 = 2,756,196 - - -
5,379,798 (32,086) 5,347,712 5,031,226 (3,025) 5,028,201

Non government debt securities
- Unlisted 4,251,448 4,251,448 2,600,000 2,600,000
Total investments 9,631,246 (32,086) 9,599,160 7,631,226 (3,025) 7,628,201

2018 2017
Note Rupees in ‘000’
3. ISLAMIC FINANCING AND RELATED ASSETS
ljarah 3.1 552,920 848,684
Murabaha 3.2 1,004,602 1,015,160
Musharaka 8,340,625 2,074,000
Diminishing musharaka 7,630,222 5,235,730
Istisna 2,686,385 2,662,770
Gross islamic financing and related assets 20,214,754 11,836,344
Less: provision against islamic financings
- Specific 219,128 62,497
- General - -
219,128 62,497
Islamic financing and related assets - net of provision 19,995,626 11,773,847
3.1 ljarah
2018
Cost Depreciation Book value
As at Jan Additions Deletion/ AsatDec AsatdJan Deletion/  Charge for AsatDec as atDec
01, 2018 adjustment 31, 2018 01, 2018 adjustment the year 31, 2018 31, 2018
Rupees in ‘000’
Plant and machinery 46,524 78,891 125,415 7,847 - 18,923 26,770 98,645
Vehicles 392,823 190,065 (213,955) 368,933 177,484 (8,820) 51,386 220,050 148,883
Equipment 762,428 - 762,428 167,760 - 289,276 457,036 305,392
Total 1,201,775 268,956 (213,955) 1,256,776 353,091 (8,820) 359,685 703,856 552,920
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Annexure Il

2017
Cost Depreciation Book value
As at Jan Additions Deletion/  AsatDec  AsatJan Deletion / Charge for ~ As at Dec as at Dec
01, 2017 adjustment 31, 2017 01, 2017 adjustment the year 31,2017 31,2017
Rupees in ‘000’
Plant and machinery 12,810 33,714 - 46,524 - 7,847 7,847 38,677
Vehicles 255,008 138,834 (1,019 392,823 115,116 (131) 62,499 177,484 215,339
Equipment 411,966 499,002 (148,540) 762,428 47,595 (148,540) 268,705 167,760 594,668
Total 679,784 671,550 (149,559) 1,201,775 162,711 (148,671) 339,051 353,091 848,684
3.1.1  Future ijarah payments receivable
2018 2017
Not later Later than Over Not later Later than Over
than 1 1& five Total than 1 one & five Total
year less than years year less than years
5 years 5 years
Rupees in ‘000’ Rupees in ‘000’
ljarah rental receivables 214,512 338,408 - 552,920 279,576 569,108 - 848,684
2018 2017
Note Rupees in ‘000’
3.2 Murabaha
Murabaha financing 3.2.1 923,757 737,997
Advances for murabaha 80,845 277,163
1,004,602 1,015,160
3.2.1 Murabaha receivable - gross 3.2.2 968,565 994,048
Less: Deferred murabaha income 3.2.4 25,772 11,355
Profit receivable shown in other assets 19,036 244,696
Murabaha financings 923,757 737,997
3.2.2 The movement in murabaha financing during the
year is as follows:
Opening balance 994,048 940,866
Sales during the year 2,503,463 2,152,710
Adjusted during the year 2,528,946 2,099,528
Closing balance 968,565 994,048
3.2.3 Murabaha sale price 1,315,985 994,048
Murabaha purchase price 350,119 737,997
965,866 256,051
3.2.4 Deferred murabaha income
Opening balance 11,355 9,939
Arising during the year 79,379 49,321
Less: recognised during the year 64,962 47,905
Closing balance 25,772 11,355
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Annexure Il

4. DEPOSITS AND OTHER ACCOUNTS

2018 2017
In local In foreign Total In local In foreign Total
currency currencies currency currencies

Rupees in ‘000’

Customers
Current deposits 8,829,253 119,378 8,948,631 8,091,108 170,587 8,261,695
Savings deposits 26,557,886 7,704 26,565,590 23,927,996 - 283,927,996
Term deposits 771,556 - 771,556 726,746 - 726,746
36,158,695 127,082 36,285,777 32,745,850 170,587 32,916,437
Financial institutions
Current deposits 100,024 - 100,024 5,305 - 5,305
Savings deposits 115,310 - 115,310 89,822 - 89,822
Term deposits - - - - - -
215,334 - 215,334 95,127 - 95,127
36,374,029 127,082 36,501,111 32,840,977 170,687 33,011,564
2018 2017

Rupees in ‘000’

4.1 Composition of deposits

- Individuals 11,579,075 10,040,841
- Government / public sector entities 18,155,538 16,937,205
- Banking companies 215,334 52,114
- Non-banking financial institutions 39,589 43,013
- Private sector 6,511,575 5,938,391

36,501,111 33,011,564

4.2 This includes deposits eligible to be covered under insurance arrangements of Deposit Protection
Corporation amounting to Rs. 15,527,082 thousand (2017: 13,467,283 thousand).

2018 2017
Rupees in ‘000’
5. ISLAMIC BANKING BUSINESS UNAPPROPRIATED PROFIT
Opening balance 420,873 230,200
Add: Islamic banking profit for the period 448,321 190,673
Closing balance 869,194 420,873

6. CONTINGENCIES AND COMMITMENTS

-Guarantees 1,420,734 1,138,970
-Commitments 1,675,998 1,489,555
3,096,732 2,628,525
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Annexure Il

2018 2017
Rupees in ‘000’

7. PROFIT / RETURN EARNED OF FINANCING,
INVESTMENTS AND PLACEMENT

Profit earned on:

Financing 1,678,258 1,023,171
Investments 586,806 409,397
Placements 604,496 409,381
Institutions 4,787 74,663

2,874,347 1,916,612

8. PROFIT ON DEPOSITS AND OTHER DUES EXPENSED

Deposits and other accounts 1,027,190 663,120
Profit on deposits from conventional HO 48,042 32,596
1,075,232 695,716

9. CHARITY FUND

Opening balance 1,125 533
Additions during the period
Received from customers on account of delayed payment 52,172 1,037
Other non-shariah compliant income - 69
Profit on charity saving account 247 19
52,419 1,125
Payments / utilization during the period
Welfare works 7,700 533
7,700 533
Closing balance 45,844 1,125

10. POOL MANAGEMENT

10.1 BOP TAQWA islamic banking division is maintaining following pools for profit declaration and
distribution.

i) General pool

i) Special pool-I

iii) Special pool-lI

iv) Special pool-lll

v) Special pool-IV

vi) Special pool-V

vii) Special pool-VI*

viii) Special pool-VII (PER)
ix) Special pool-VIII*

x) Special pool-IX

xi) Special pool-X

xii) Special pool-XI

xiii) Special pool-Xll

xiv) USD special pool-|

* (Special pools closed w.e.f 01.10.2018)
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10.2 General pool

The general pool comprises of depositors’ funds, Bank’s equity inclusive of current deposits and
mudaraba placements from BOP head office. The Bank acts as fund manager (Mudarib) and invests
the funds in shariah compliant modes of financings, investments and placements (remunerative
assets). The profit of the pool is calculated on all the remunerative assets booked by the Bank
and is shared amongst the members of the pool on pre-defined mechanism based on weightages
announced before the commencement of period concerned.

The distributable profit of the pool is finalized after deduction of direct expenses only while indirect
expenses including administrative and general expenses are borne by BOP-IBD as Mudarib.

a) Weightages for distribution of profit in general pool

Profit is calculated on the basis of daily product balance in Mudaraba based depositors’ accounts
and paid as per pre defined weightages.

While considering weightages emphasis is given to the quantum, type and the period of risk
assessed by following factors:

e Contracted period, nature and type of deposit/ fund
e Payment cycle of profit on such deposit/ fund, i.e. monthly, quarterly or on maturity

¢ Magnitude of risk
b) Identification and allocation of pool related income & expenses

The distributable profit of the pool is finalized by including direct income earned by income generating
/ remunerative assets and after deducting direct expenses of the period concerned, while indirect
expenses including administrative and general expenses are borne by BOP-IBD as Mudarib.

c) Parameters associated with risk and rewards
Following are the consideration attached with risk & reward of general pool:

e Period, return, safety, security and liquidity of investment

¢ Financing proposals under process at various stages and likely to be extended in the near future.

¢ Expected withdrawals of deposits according to the maturities affecting the deposit base.

¢ Maturities of funds obtained from principal office, Islamic Banking Institutions and Shariah compliant
organizations as regulated in Pakistan.

¢ Element of risk attached to various types of investments.

¢ SBP rules & shariah clearance.

10.3 Special pools

The special pools comprise of depositors’ funds, Bank’s equity inclusive of current deposits and
mudaraba placements from BOP head office. The Bank acts as Fund Manager (Mudarib) and invests
the funds in shariah compliant modes of financings, investments and placements (remunerative
assets). The profit of the pools is calculated on all the remunerative assets booked by the Bank
and is shared amongst the members of the pool on pre-defined mechanism based on weightages
announced before the commencement of concerned period.

The distributable profit of the pool is finalized after deduction of direct expenses only while indirect
expenses including administrative and general expenses are borne by BOP-TAQWA as Mudarib.
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10.4

a) Weightages for distribution of profit in special pools

Profit is calculated on daily product basis and paid as per pre defined weightages.

While considering weightages emphasis is given to the quantum, type and the period of risk

assessed by following factors:
e Contracted period, nature and type of deposit/ fund.

e Payment cycle of profit on such deposit/ fund, i.e. monthly, quarterly or on maturity

* Magnitude of risk

b) Identification and allocation of pool related income & expenses

The distributable profit of the pool is finalized by including direct income earned by income generating
/ remunerative assets and after deducting direct expenses of the period concerned, while indirect
expenses including administrative and general expenses are borne by BOP-IBD as Mudarib.

c) Parameters associated with risk and rewards

Following are the consideration attached with risk & reward of general pool:

¢ Period, return, safety, security and liquidity of investment

¢ Financing proposals under process at various stages and likely to be extended in the near future.
¢ Expected withdrawals of deposits according to the maturities affecting the deposit base.
¢ Maturities of funds obtained from principal office, islamic banking institutions and shariah compliant

organizations as regulated in Pakistan.
¢ Element of risk attached to various types of investments.
* SBP rules & shariah clearance.

Avenues / sectors of economy / business where mudaraba based deposits have been deployed:

2018

2017

Rupees in ‘000’

Federal and provincial governments 4,142,000 1,774,000
Due from GOP - bai muajjal 2,756,196 -
Due from SBP - bai muajjal - 790,146
ljara sukuk 2,622,000 5,005,000
Transport, storage, logistics and communication 152,763 832,961
Manufacturing and trading of food items 729,828 300,000
Manufacture of pesticides and other agro-chemical product 60,379 51,410
Power generation 9,666,937 6,695,604
Manufacture of paper, paperboard and products thereof 250,000 243,166
Consumer car ljarah 51,030 37,439
Textile composite / other 1,308,423 674,621
Cement & allied 3,619,289 944,286
Iron & steel industry 500,000 650,000
Rubber / plastic products etc. - 199,920
Others 10,978,441 13,316,438

36,837,286 31,514,991
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10.5 Charging expenses

The direct expenses are being charged to the pool, while indirect expenses including the
establishment cost is being borne by BOP IBD as Mudarib. The direct expenses to be charged to
the pool may include cost of sales of inventories, insurance / takaful expenses of pool assets, stamp
fee or documentation charges, brokerage fee for purchase of securities/commodities etc.

2018 2017
Rupees in ‘000’
Provisions
Murabaha 34,128 8,341
ljarah 185,000 54,156
219,128 62,497
10.6 Mudarib share (in amount and percentage of distributable income):
2018 2017
Rupeesin Percentage Rupeesin Percentage
‘000’ % ‘000’ %
Rupees in ‘000’
Rabbul mal 1,038,576 57.68% 635,586 54.87%
Mudarib 762,126 42.32% 522,763 45.13%
Distributable income 1,800,702 100.00% 1,158,349 100.00%

10.7 Amount & percentage of mudarib share transferred to depositors through Hiba:

2018 2017
Rupees in ‘000’

Mudarib share 762,126 522,763
Hiba 45,427 48,410
Hiba percentage of mudarib share 5.96% 9.26%

This is not a special hiba as such. This hiba has been distributed across the board to all the
investment account holders.

Profit rate earned vs. profit rate distributed to the depositors during the year:

Profit rate earned 7.89% 5.81%
Profit rates distributed to depositors 3.16% 2.63%
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INDEPENDENT AUDITORS REPORT
To the members of The Bank of Punjab
Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the annexed consolidated financial statements of The Bank of Punjab and its subsidiaries
(the Group), which comprise the consolidated statement of financial position as at 31 December 2018, and
the consolidated statement of profit and loss and the consolidated statement of comprehensive income,
the consolidated statement of changes in equity, the consolidated cash flow statement for the year then
ended, and notes to the consolidated financial statements, including a summary of significant accounting
policies and other explanatory information.

In our opinion, consolidated financial statements give a true and fair view of the consolidated financial
position of the Group as at 31 December 2018, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with the accounting and reporting standards
as applicable in Pakistan.

Basis for Opinion

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

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in

the context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
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Key audit matters

How the matter was addressed in our audit

1. Provision against non-performing advances

The Bank’s credit portfolios include advances,
debt securities and non-funded credit facilities.
The portfolio is spread across various domestic
branches and include corporate financing to
several public sector entities and large to small size
businesses operating in the private sector, as well
as consumer financing to individuals.

As per the Bank’s accounting policy (refer note 5.5
to the consolidated financial statements), the Bank
determines provisions against non-performing
financing exposures in accordance with the
requirements of Prudential Regulations of State
Bank of Pakistan (SBP) and also maintains general
provision in respect of potential credit losses in
the portfolio. The Prudential Regulations require
specific provisioning against financing losses on
the basis of an age based criteria which should be
supplemented by a subjective evaluation of Bank’s
credit portfolio. The determination of financing
loss provision against certain corporate financing,
therefore, involve use of management judgment, on
a case to case basis, taking into account factors
such as the economic and business conditions,
borrowers repayment behaviours and realisability
of collateral held by the Bank.

In view of the significance of this area in terms
of its impact on the Consolidated Financial
Statements and the level of involvement of
management’s judgment, we identified adequacy
and completeness of provision against loans and
advances as a significant area of audit judgment
and a key audit matter.

The disclosures relating to provisioning against
non-performing advance and related assets are
included in note 10 to the consolidated financial
statements.

We applied a range of audit procedures including
the following:

- Wereviewed the Bank’s process for identification
and classification of non-performing financing
including the quality of underlying data and
systems. As part of such review we performed
an analysis of the changes within the different
categories of classified  non-performing
accounts from last year to the current reporting
date. This analysis was used to gather audit
evidence regarding downgrading of impaired
financing and declassification of accounts from
non-performing to regular, as the case may be.

- We performed independent checks for the
computations of provisions in line with the
requirements of the applicable Prudential
Regulations;

- In addition, we selected a representative sample
of borrowers from the financing portfolios
across various branches including individually
significant corporate financing and performed
tests and procedures such as review of financing
documentation, repayment history and past
due status, financial condition as depicted by
the borrowers’ financial statements, nature
of collateral held by the bank and status of
litigation, if any, with the borrower;

- Based on the said credit reviews, we identified
and discussed with the management the
financing accounts where the credit risk appear
to have increased. We reviewed the adequacy
of provisions against such accounts on the
basis of our independent objective evaluation
of the risk mitigating factors that exist in such
cases;

- In respect of the level of general provision
maintained by the Bank we discussed the
approach and policy followed by the Bank
with the management on consistent basis and
checked the approval of Board of Directors in
this regard.

ANNUAL REPORT 2018 | BOP




EY Ford Rhodes
Chartered Accountants
96-B-I1. 4th Floor, Pace Ma

EY

Building a better
working world

M. M. Alam Road, Gulberg-
P.O. Box 104, Lahore-54660

Tel: +9242 3577 8402-11
Fax: +9242 3577 8412-13
ey.lhr@pk.ey.com
ey.com/pk

Il Building
Il

Key audit matters

How the matter was addressed in our audit

2. Revision in the presentation and disclosure
statements

s requirements of the unconsolidated financial

- We also assessed adequacy of disclosures as
included in note 10 to the consolidated financial
statements regarding the non-performing
financing and provisions made for the same
in the financial statements in accordance with
the requirements of the applicable financial
reporting framework.

As referred to in note 2.1.2 to the consolidated
financial statements, State Bank of Pakistan (SBP)
vide its BPRD circular no. 02 of 2018, (the circular)
revised the statutory forms of the annual financial
statements of banks effective from the year ended
31 December 2018.

The revised statutory financial  reporting
framework as applicable to the Bank, prescribes
the presentation format, nature and content of
disclosures in relation to various elements of the
financial statements.

Please refer to note 2.1.2 to the consolidated
financial statements which provide reference to
the accounting policy as well as the additional
disclosures made due to the revised forms of the
financial statements.

The above changes and enhancements in the
consolidated financial statements are considered
important and a key audit matter because of the
volume and significance of the changes in the
financial statements resulting from the transition to
the new reporting requirements.

We assessed the procedures applied by the
management for identification of the changes
required in the consolidated financial statements
due to the application of the revised forms for
the preparation of such consolidated financial
statements.

We assessed the appropriateness of the
changes in the accounting policies made by the
bank as a result of adoption the revised forms of
the consolidated financial statements.

We also reviewed the accounting impacts
incorporated by the management in the
consolidated financial statements upon the
changes in accounting policies.

We also evaluated the sources of information
used by the management for the preparation
of the consolidated financial statements
disclosures and the internal consistency of the
disclosures with other elements thereof.

We  considered the adequacy and
appropriateness of the additional disclosures
and changes in the presentation of the
consolidated financial statements based on the
requirements of the statutory forms.
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Information Other than the Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises the Annual report,
but does not include the financial statements and our auditors’ report thereon.

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

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

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

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

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

The Board of directors is responsible for overseeing the Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

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

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

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

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

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

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

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

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

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

From the matters communicated with the Board of Directors, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
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not be communicated in our report because the adverse consequences of doing so would reasonably be

expected to outweigh the public interest benefits of such communication.

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

Chartered Accountants

Date: March 4, 2019

Lahore

ANNUAL REPORT 2018 | BOP



CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

As at December 31, 2018

Restated Restated
2018 2017 2016
Note Rupees in ‘000’

ASSETS
Cash and balances with treasury banks 6 43,589,610 42,478,209 35,756,160
Balances with other banks 7 5,837,962 6,116,297 3,765,870
Lendings to financial institutions 8 27,443,153 24,170,850 11,262,133
Investments - net 9 |210,052,628 242,487,965 199,724,840
Advances - net 10 | 382,109,763 295,841,425 262,189,551
Fixed assets 11 8,793,191 7,894,571 7,256,774
Intangible assets 12 897,990 638,462 445,937
Deferred tax assets - net 13 8,027,104 10,786,284 6,533,689
Other assets - net 14 27,965,012 27,485,473 20,721,726

714,716,413 657,899,536 547,656,680
LIABILITIES
Bills payable 16 3,577,677 3,365,325 4,183,480
Borrowings 17 | 41,801,240 38,949,362 39,829,134
Deposits and other accounts 18 | 595,561,963 556,191,873 453,174,322
Liabilities against assets subject to finance lease = - -
Subordinated debts 19 8,797,140 4,499,000 4,500,000
Deferred tax liabilities - - -
Other liabilities 20 | 27,102,649 25,054,098 18,001,757

676,840,669 628,059,658 519,688,693
NET ASSETS 37,875,744 29,839,878 27,967,987
REPRESENTED BY
Share capital - net 21 26,173,766 26,173,766 15,287,974
Share deposit money - - 7,000,000
Reserves 5,074,930 3,559,939 1,380,597
Non controlling interest 328,052 254,320 151,395
Surplus on revaluation of assets - net of tax 22 3,260,312 2,886,602 3,606,913
Unappropriated profit / (accumulated loss) 3,038,684 (3,034,749) 541,108

37,875,744 29,839,878 27,967,987

CONTINGENCIES AND COMMITMENTS 23

The annexed notes 1 to 46 and annexures | and Il form an integral part of these consolidated financial
statements.

Chief Financial Officer President Chairman Director Director
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CONSOLIDATED
PROFIT AND LOSS ACCOUNT

For the year ended December 31, 2018

2018

2017

Note Rupees in ‘000’
Mark-up / return / interest earned 24 46,958,070 34,749,428
Mark-up / return / interest expensed 25 26,837,368 19,094,707
Net mark-up / interest income 20,120,702 15,654,721
NON MARK-UP / INTEREST INCOME
Fee and commission income 26 3,266,117 2,817,820
Dividend income 82,083 91,361
Foreign exchange income 226,675 109,173
Income / (loss) from derivatives - -
Gain on securities - net 27 27,767 1,316,235
Other income - net 28 97,092 269,128
Total non-markup / interest income 3,699,734 4,603,717
Total income 23,820,436 20,258,438
NON MARK-UP / INTEREST EXPENSES
Operating expenses 29 12,716,976 10,174,996
Workers welfare fund - -
Other charges 30 53,565 43,003
Total non-markup / interest expenses 12,770,541 10,217,999
Profit before provisions 11,049,895 10,040,439
(Reversals) / provisions and write offs - net 31 (1,222,149) 14,736,584
Extra ordinary / unusual items - -
PROFIT / (LOSS) BEFORE TAXATION 12,272,044 (4,696,145)
Taxation - net 32 4,650,666 (1,379,069)
PROFIT / (LOSS) AFTER TAXATION 7,621,378 (8,317,076)
PROFIT / (LOSS) ATTRIBUTABLE TO:
Equity holders of the parent 7,537,296 (3,383,805)
Non controlling interest 84,082 66,729
7,621,378 (8,317,076)

Basic earnings / (loss) per share attributable to equity

holders of the parent 33 2.85 (1.65)
Diluted earnings / (loss) per share attributable to

equity holders of the parent 34 2.85 (1.65)

The annexed notes 1 to 46 and annexures | and Il form an integral part of these consolidated financial

statements.

Chief Financial Officer President Chairman

Director

ANNUAL REPORT 2018 | BOP [EEZN

Director




CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

For the year ended December 31, 2018

2018 2017
Note Rupees in ‘000’
Profit / (loss) after taxation for the year 7,621,378 (3,317,076)
Other comprehensive income:
Items that will not be reclassified to profit and loss
account in subsequent periods:
Remeasurement loss on defined benefit obligations (172,731) (82,051)
Movement in surplus on revaluation of non-banking
assets - net of tax 22.2 509,790 326,747
337,059 244,696

7,958,437 (3,072,380)
Items that may be reclassified to profit and loss account
in subsequent periods:
Movement in surplus / (deficit) on revaluation of
investments - net of tax 42,130 (895,122)

Total comprehensive income / (loss) 8,000,567 (3,967,502)

Total comprehensive income / (loss) for the
year, attributable to:

Equity holders of the parent 7,916,485 (4,034,231)
Non-controlling interest 84,082 66,729

8,000,567 (3,967,502)

The annexed notes 1 to 46 and annexures | and Il form an integral part of these consolidated financial
statements.

Chief Financial Officer President Chairman Director Director
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CONSOLIDATED
CASH FLOW STATEMENT

For the year ended December 31, 2018

2018 2017
Note Rupees in ‘000’
CASH FLOWS FROM OPERATING ACTIVITIES
Profit / (loss) before taxation 12,272,044 (4,696,145)
Less: Dividend income (82,083) (91,361)
12,189,961 (4,787,506)
Adjustments:
Depreciation on fixed assets 11.2 976,672 789,323
Depreciation on non banking assets acquired in satisfaction of clams 14.1.1 65,918 86,535
Depreciation on ijarah assets under IFAS - 2 29 405,213 377,544
Amortization on intangible assets 12.1 70,925 26,197
Amortization of premium on debt securities - net 421,852 856,114
Unrealized loss on revaluation of investments classified as held for trading 27 3,741 (80)
(Reversal) / provision and write-offs - net 31 (1,222,149) 14,736,584
Gain on sale of fixed assets - net 28 (4,785) (2,403)
Gain on sale of non banking assets - net 28 (36,777) (12,157)
Gain on securities - net 27 (31,508) (1,316,155)
Provision for employees compensated absences 29.1 10,457 9,860
Gratuity expense 29.1 215,854 107,608
875,413 15,658,970
18,065,374 10,871,464
(Increase) / Decrease in operating assets:
Lendings to financial institutions (8,075,626) (8,105,394)
Held for trading securities 7,222,030 (9,013,514)
Advances - net (84,526,743) (48,160,896)
Others assets - net (603,298) (730,256)
(85,983,637) (66,010,060)
Increase / (Decrease) in operating liabilities:
Bills Payable 212,352 (818,155)
Borrowings from financial institutions 2,699,803 (8583,650)
Deposits 39,370,090 103,017,551
Other liabilities 1,649,509 828,443
43,931,754 102,174,189
Income tax paid (2,848,638) (3,011,311)
Net cash (used in) / flow from operating activities (81,835,147) 44,024,282
CASH FLOW FROM INVESTING ACTIVITIES
Net investments in available for sale securities 24,636,284 (34,822,071)
Net investments in held to maturity securities - 63,822
Dividends received 96,807 80,236
Investments in fixed assets (1,530,587) (1,477,475)
Investments in intangible assets (830,453) (218,720)
Proceeds from sale of fixed assets 155,587 150,678
Proceeds from sale of non banking assets 397,387 280,750
Net cash flow from / (used in) investing activities 23,425,025 (35,942,780)
CASH FLOW FROM FINANCING ACTIVITIES
Repayment of subordinated debts (1,860) (1,000)
Issue of share capital - 6,062,950
Dividend paid to non- controlling interest (10,350 (10,350)
Right share issue cost - (231,181)
Issuance of privately placed term finance certificates - Il 4,300,000 -
Net cash flow from financing activities 4,287,790 5,820,419
(Decrease) / increase in cash and cash equivalents (4,122,332) 13,901,921
Cash and cash equivalents at beginning of the year 53,339,141 39,437,220
Cash and cash equivalents at end of the year 35 49,216,809 53,339,141

The annexed notes 1 to 46 and annexures | and Il form an integral part of these consolidated financial statements.

Chief Financial Officer President Chairman

Director

ANNUAL REPORT 2018 | BOP [EEE

Director




410}03lig J10}903l1g uewureyd Juapisaid 19214 Q |eldueuld Jjoiyn

'SJUBLUBIEIS [BIOUBUI PBIEPIOSUOD 88U JO Led [eiBajul ue WO} || PUE | SeINXauue pue 9 O} | S8l0U paxauue ay |
¥¥,'G/8'/€  250'82E ¥89'8€0°C - 189't22'€ (69€‘L 1) 068658 0v¥0'Gle'e 992'€/1'92  (8S1'€92) ¥26'9ev'92 8102 ‘L€ JoquiadaQ uo se aouejeg

898'¢ - 26€'GS - (#2s'19) - - - - - - [esodsip Uo (sso| parenwinooe) / 1joid pejeudoiddeun oy
sjesse BupUBg UOU JO UOIIEN[EAS UO SNjdINS WOJ) Jajsuel]

(ose‘or) (oge'or) - - - - - - - - - Aselpisans Aq eyeolyie0 Jed G0 sy
18 810Z ‘08 dun papus Jeak sy} 4o} PUSPIAIP [eulq

1821y - G/E'6LE - (¥65°22) - - - - - - Xe} JO 18U - (SSO| pajeinunooe) / yoid pejeudosddeun
0} }9SSe paxl} JO uolen[eAas uo snjdins wouy Jajsuel|

- - orv'e - (orr'e) - - - - - - Xe} JO J8U - (SSO| peyenwinooe) / yoid pejeudoiddeun oy
sjesse Bupjueq Uou JO UOREN[eAS) UO SN|dINs WO} Jojsuel|

- - 259'Gy - (e59'st) - - - - - - Xe} JO J8U - (Ss0| pajenwinooe) / Joid pereudoiddeun
0} S}OSSE Paxy JO UOIIEN[EASS UO SNjdINS WOl Jojsuel]
- - (1e6'rLg't) - - - 166'7IG' L - - - - aMnIesel AIoINe)s O} Jojsuel|.

/95'000°'8 - G9G'¥9e’L - 06.'605 0gkey - - - - - 8102 ‘L€ Jequieoeq
papua JeaA 8Uj} 40} BWODUI SAISUBYSIAWOD [E10]
6381'6.¢ - (Les'eL1) - 06/'60S oel'ey - - - - - sW00U| BAISUBYaIdWOD Jeyl0
8/8°129'L 280'v8 96¢°2€5°L - - - - - - - - JeaAh 8u) 1o} Uoiexe) Jsye 1ol
8/8'68'6c  02€'vSC v.'ve0'e) - LOL'ov6'e (661°€9) 668' 77 ovo'sie’e 992'€/t'9g  (8S1'€92) ¥26'98v'92 paje)sal se - L10g ‘L€ Joquiade(q uo se aoueleg

69.'1€8'S - (181°1e2) (000'000°2) - - - 8S1'LLL'e 26.'588'0+ - 26.'588'0+

(181'1ea) - (18L'1ea) - - - - - - - - 1500 enss| aIeys by
056'290'9 - - (000'000°2) ||~ - - 8S1'LLL'e 26.'588'0+ - 26.'588'0+ [exded areys Jo enss|
Aunba ui Apoauip paplodal ‘siIsumo Yyum suonoesuel|
- - (r81'2) - - - 81'e - - - - anIesal Areniels oy Jejsuel|
- feldeiels (ovg'or) - - - - - - - uoysinboe uo DN 10 Jajsuel)

(oge‘0l) (ose‘ol) - - - - - - - - - Areipisgns Aq ereonies Jad G 0 sy
1 /10g ‘0g eunp papus Jeak sy} 4o} pUspIAIP feuld

0ce - 265, - (e22'2) - - - - - - [esodsip uo (sso| pareinwinode) / yjoid pajeudoiddeun oy
sjesse Buipueq uou JO uolenferss uo snjdins woly Jojsuel|

YS9 L1 - 8/9'801} - (z0*16) - - - - - - fesodsip UO (SsO| pereinunooe) / Joid pereudoiddeun
0} S}9SSE paxi JO UoIienfeAdl uo snjdins wolj Jajsues|

- - 14984 - (9re'2) - - - - - - Xe} JO 18U - (SSO| pajeinwinode) / yoid pereudoiddeun o}
sjesse Bupjueq Uou JO uoiienfers) Uo snidINs WO Jojsuel|

- - 62’ LS - (¥62'19) - - - - - - Xe} JO Jau - (Ss0| parenuwinode) / Jjoid perendoiddeun
01 S19SSE Paxi JO Uolien[eAal uo snjdins Wolj Jajsues|

(cog'206'c)  622'99 (9gg'gor'e) - 1v1'92¢ (czl'ce8) - - - - - /102 ‘L€ Jequisde
papus Jeak 8y} 4o} SSO| aAIsUByaIdWwoD [e10]
(921°'059) - (150°28) - 1v1'92¢ (czl'ce8) - - - - - $S0| aAIsUBYRIWOD JOLO
(920'21€'¢) || 622'99 (sog'ese'e) || - - - - - - - - J1eeh sy 1o} UoEXE] Joe SSOT
186'/96'/2  S6E'LSH 801 IS 000'000°'2 062'59.'2 £29°1¥8 Sil'ere't 288'/¢ v.6'282'St (851°€92) 2EL'IGS'SH pajeisal se - /10g ‘10 Aenuer uo se aouejeg

000, u s @9 dny
1saJ9u| (sso| pare|n Ksuow sjosse 19U - saleys
|eyol Bujjosyuon  -wnooe)s poud ysodep Bunjueq SJUBWISAAU| anIesal wniwaid leydeo JO anssi [eudes
- UON peleudoisddeun aiseys uou / paxi4 Aionyers aleys aleys uo junoosiqg asreys

JO uonEeNn[eAal uo xe} Jo jau - (yoyaq) / sniding

8107 ‘L€ laquusoa( papus JeaA sy 104

ALINO3 NI SIDONVHD
40 INANFLVLS dd1vdl'TOSNOD

ELZ1 BOP | ANNUAL REPORT 2018



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended December 31, 2018

1. STATUS AND NATURE OF BUSINESS

1.1 The Bank of Punjab Group (“the Group”) comprises of The Bank of Punjab (“the Bank”) (“BOP”) (“the
Parent”), Punjab Modaraba Service (Private) Limited (“PMSL”) (the Management Company), First
Punjab Modaraba (“FPM”) (“the Modaraba”), Punjab Capital Securities (Private) Limited (“PCSL”)

(100% owned by First Punjab Modaraba). For the purpose of these financial statements, The Bank
of Punjab and consolidated subsidiaries are referred to as the Group.

The Group consists of:
Parent

The Bank of Punjab

% age of % age of
holding holding
2018 2017

Rupees in ‘000’

Subsidiaries

Punjab Modaraba Service (Private) Limited 100.00% 100.00%
First Punjab Modaraba 39.16% 39.16%
Punjab Capital Securities (Private) Limited 39.16% 39.16%

The subsidiary company of the Group, Punjab Modaraba Service (Private) Limited exercises control
over First Punjab Modaraba, as its management company and also has a direct economic interest
in it. Further, Punjab Capital Securities (Private) Limited is a 100% subsidiary of FPM. The Group
has consolidated the financial statements of the modaraba and PCSL as the ultimate parent. The
Group is principally engaged in commercial banking, modaraba management, leasing, brokerage,
etc. Brief profile of the Bank and subsidiaries is as follows:

The Bank of Punjab was constituted pursuant to The Bank of Punjab Act, 1989. It was given the
status of a scheduled bank by the State Bank of Pakistan (SBP) on September 19, 1994. It is
principally engaged in commercial banking and related services with its registered office at BOP
Tower, 10-B, Block E-Il, Main Boulevard, Gulberg I, Lahore. The Bank has 576 branches including
13 sub branches and 72 Islamic banking branches (2017: 536 branches including 06 sub branches
and 64 Islamic banking branches) in Pakistan and Azad Jammu and Kashmir at the year end. The
Bank is listed on Pakistan Stock Exchange. The majority shares of the Bank are held by Government
of the Punjab (GoPb).

Punjab Modaraba Service (Private) Limited

Punjab Modaraba Services (Private) Limited was incorporated in Pakistan on October 19, 1991
under the Companies Ordinance, 1984 as a private limited company. It is wholly owned by The
Bank of Punjab and is primarily engaged in the business of floating and managing Modarabas.

It has accumulated losses of Rs.41.697 million as at December 31, 2018. Further, the Company’s
current liabilities exceeded its current assets by Rs. 41.026 million. These losses are mainly due to
drying up of revenue streams. The management fee and dividend from First Punjab Modaraba (the
Managed Modaraba) are the main sources of revenue of the Company. The financial statements
of PMSL, however, have been prepared under the going concern assumption due to following
reasons:
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. The Managed Modaraba has earned profit and declared dividend consecutively in last few
years.

. With continued support of the Bank of Punjab (the Holding Company), the Modaraba is
expected to show better performance going forward yielding returns for the Bank.

First Punjab Modaraba

First Punjab Modaraba was formed under the Modaraba Companies and Modaraba (Flotation
and Control) Ordinance, 1980 and rules framed there under and is managed by Punjab Modaraba
Services (Private) Limited (wholly owned subsidiary of The Bank of Punjab).The registered office of
the Modaraba is situated at 4th floor, Mega Tower Main Boulevard Gulberg, Lahore. The Modaraba
commenced its operations on 23 December 1992. The Modaraba is listed on Pakistan Stock
Exchange.

Punjab Capital Securities (Private) Limited

Punjab Capital Securities (Private) Limited is registered under the Companies Ordinance, 1984 as
company limited by shares from the 29th day of November 2016. PCSL is mainly engaged in
business of brokerage services, portfolio management and consultancy services. The registered
office of the company is situated at Room No 319, 3rd Floor, LSE Building, Lahore. The Company
is wholly-owned subsidiary of First Punjab Modaraba.

1.2 Basis of Consolidation

Subsidiaries are all entities over which the bank has the power to govern the financial and operating
policies generally accompanying a shareholding of more than one half of the voting rights. The
existence and effect of potential voting rights that are currently exercisable or convertible are
considered when assessing whether the Parent controls another entity. The Bank also assesses
existence of control where it does not have more than 50% of the voting power but is able to
govern the financial and operating policies by virtue of de-facto control. De-facto control may
arise in circumstances where the size of the Bank’s voting rights relative to the size and dispersion
of holdings of other shareholders give the Bank the power to govern the financial and operating
policies, etc.

The Group financial statements include the financial statements of the Bank and its subsidiaries.

Subsidiaries are fully consolidated from the date on which control is transferred to the Bank. They
are deconsolidated from the date that control ceases. The financial statements of subsidiaries have
been consolidated on line by line basis. All significant inter-company transactions, balances, income
and expenses on transactions between group companies are eliminated. Profits and losses resulting
from inter-company transactions that are recognized in assets are also eliminated.

The Bank applies the acquisition method to account for business combinations. The consideration
transferred for the acquisition of a subsidiary is the fair values of the assets transferred, the liabilities
incurred to the former owners of the acquiree and the equity interests issued by the Group. The
consideration transferred includes the fair value of any asset or liability resulting from a contingent
consideration arrangement. ldentifiable assets acquired and liabilities and contingent liabilities
assumed in a business combination are measured initially at their fair values at the acquisition date.
The Bank recognizes any non-controlling interest in the acquiree on an acquisition- by-acquisition
basis, at the non-controlling interest’s proportionate share of the recognized amounts of acquiree’s
identifiable net assets. The Financial Statements of the Bank and its subsidiaries are prepared upto
the same reporting date using consistent accounting policies.
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Acquisition-related costs are expensed as incurred. If the business combination is achieved in
stages, the acquisition date fair value of the acquirer’s previously held equity interest in the acquiree
is remeasured to fair value at the acquisition date through income statement.

Any contingent consideration to be transferred by the Bank is recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the contingent consideration that is deemed to be
an asset or liability is recognized either in profit or loss or as a change to other comprehensive
income. Contingent consideration that is classified as equity is not remeasured, and its subsequent
settlement is accounted for within equity.

Goodwill, if any, is initially measured as the excess of the aggregate of the consideration transferred
and the fair value of non-controlling interest over the net identifiable assets acquired and liabilities
assumed. If this consideration is lower than the fair value of the net assets of the subsidiary acquired,
the difference is recognized in income statement. After initial recognition, is measured at carrying
value i.e. cost at the date of acquisition less any accumulated impairment.

Transactions with non-controlling interests that do not result in loss of control are accounted for
as equity transactions — that is, as transactions with the owners in their capacity as owners. The
difference between fair value of any consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on disposals to
non-controlling interests are also recorded in equity.

When the Bank ceases to have control any retained interest in the entity is re-measured to its fair
value at the date when control is lost, with the change in carrying amount recognized in profit or
loss. The fair value is the initial carrying amount for the purposes of subsequently accounting for the
retained interest as an associate, joint venture or financial asset. In addition, any amounts previously
recognized in other comprehensive income in respect of that entity are accounted for as if the Bank
had directly disposed of the related assets or liabilities. This may mean that amounts previously
recognized in other comprehensive income are reclassified to profit or loss.

BASIS OF PRESENTATION

These financial statements are the consolidated financial statements of the Group in which
investments in subsidiaries is accounted for on the basis of acquisitions method. Standalone
financial statements of the Bank and its subsidiaries are prepared separately.

In accordance with the directives of the Government of Pakistan regarding the conversion of
the Banking system to Islamic modes, the SBP has issued various circulars from time to time.
Permissible forms of trade-related modes of financing include purchase of goods by the Banks
from their customers and immediate resale to them at appropriate marked-up price on deferred
payment basis. The purchases and sales arising under these arrangements are not reflected in
these consolidated financial statements as such but are restricted to the amount of facility actually
utilized and the appropriate portion of mark-up thereon.

The financial results of Islamic Banking business have been consolidated in these consolidated
financial statements for reporting purposes, after eliminating inter-branch transactions / balances. Key
financial figures of the Islamic Banking business are disclosed in Annexure-Il to these consolidated
financial statements.
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2.1 STATEMENT OF COMPLIANCE

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

- Directives issued by the SBP and the Securities Exchange Commission of Pakistan (SECP).
- Requirements of The Bank of Punjab Act, 1989;

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

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

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

Wherever the requirements of the directives issued by the SBP and Securities and Exchange
Commission of Pakistan (SECP), The Bank of Punjab Act, 1989, the Banking Companies
Ordinance, 1962 and the Companies Act, 2017 differ with the requirements of these IFRS or IFAS,
the requirements of the said directives, The Bank of Punjab Act, 1989, the Banking Companies
Ordinance, 1962 and the Companies Act, 2017 take precedence.

2.1.2 The SBP vide BPRD circular no. 02 dated January 25, 2018 specified the new reporting format
for the financial statements of banking companies effective from the year ended December 31,
2018. Accordingly, these consolidated financial statements have been prepared in accordance
with the new format which has resulted in following material changes impacting (other than certain
presentation changes) these consolidated financial statements:

- Intangible assets (Note 5.7) are now being presented separately in statement of financial
position (previously presented in operating fixed assets);

- Reclassification of surplus on revaluation of fixed assets (Note 5.6), non-banking assets (Note
5.11) and investments (Note 5.4) as part of equity (previously shown under a separate head
below equity);

- Recognition of acceptances (Note 5.20) as on-balance sheet item (previously disclosed as
off-balance sheet item).

2.1.3 SBP as per BSD Circular No. 10, dated August 26, 2002 has deferred the applicability of
International Accounting Standard (IAS) 39, “Financial Instruments: Recognition and Measurement”
and International Accounting Standard (IAS) 40, “Investment Property” for banking companies till
further instructions. Further, according to the notification of SECP dated April 28, 2008, the 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
financial statements.

2.1.4 The State Bank of Pakistan through BPRD Circular No. 04 of 2015 dated February 25, 2015 has
deferred applicability of Islamic Financial Accounting Standard - 3 for Profit & Loss Sharing on
Deposits (IFAS 3) issued by the Institute of Chartered Accountants of Pakistan and notified by the
SECP, vide their SRO No. 571 of 2013 dated June 12, 2013 for Institutions offering Islamic Financial
Services (IIFS). The standard will result in certain new disclosures in these consolidated financial
statements of the Group.
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2.1.5 New accounting standards / amendments and IFRS interpretations that are effective for the
year ended December 31, 2018

During the year, certain amendments to standards, interpretations and improvement to accounting
standards became effective; however, the amendments, interpretations and improvements did not
have any material effect on these consolidated financial statements of the Group.

2.1.6 New accounting standards and IFRS interpretations that are not yet effective:

The following standards, amendments and interpretations are only effective for accounting periods,
beginning on or after the date mentioned against each of them. The Group considers that the
following standards and interpretations are either not relevant or will not have any material impact on
its financial statements in the period of initial application other than IFRS 9 and IFRS 16. With regard
to IFRS 9, the Bank considers that as the Prudential Regulations and other SBP directives currently
provide the accounting framework for the measurement and valuation of investments and provision
against non performing loans and advances, the implementation of IFRS 9 may require changes
in the regulatory regime. Therefore, the Bank expects that SBP would issue suitable guidance and
instruction on the application of IFRS 9 for the banking sector of Pakistan. With regard to IFRS 16,
the Group is currently evaluating the impact of application of IFRS 16 on the financial statements.

Standard or Effective date
Interpretations (accounting periods
beginning on or after)

IFRS 16 Leases January 01, 2019
IFRS 17 Insurance Contracts January 01, 2021
IFRIC 23 Uncertainty over Income Tax Treatments January 01, 2019
IFRS 9 Financial Instruments IFRS 9: Classification

and measurement July 01, 2018
IFRS 9 Amendments to IFRS 9 (Prepayment Features with

Negative Compensation) July 01, 2018
IFRS 3 Amendments to IFRS 3 (Definition of a Business) January 01, 2020
IAS1&8 Amendments to IAS 1 and IAS 8 (Definition of Material) January 01, 2020
IAS 28 Amendments to IAS 28 (Long-term Interests in

Associates and Joint Ventures) January 01, 2019
IAS 19 Amendments to IAS 19 (Plan Amendment,

Curtailment or Settlement) January 01, 2019

Annual Improvements to IFRS Standards

2015-2017 Cycle January 01, 2019

3. BASIS OF MEASUREMENT

3.1 These consolidated financial statements have been prepared under the historical cost convention,
except for revaluation of freehold land and buildings on freehold land, revaluation of non banking
assets acquired in satisfaction of claims, valuation of certain investments and commitments in
respect of forward exchange contracts at fair value and certain staff retirement benefits at present
value.

3.2 These consolidated financial statements are presented in Pak Rupees, which is the Group’s
functional and presentation currency.
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4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

The preparation of financial statements in conformity with the approved accounting standards
requires the use of certain critical accounting estimates. It also requires the management to exercise
its judgment in the process of applying the Group’s accounting policies. Estimates and judgments
are continually evaluated and are based on historical experiences, including expectations of future
events that are believed to be reasonable under the circumstances. The areas where various
assumptions and estimates are significant to the Group’s consolidated financial statements or
where judgment was exercised in the application of accounting policies are as follows:

4.1 Classification of investments

In classifying investments as “held for trading” the Group has determined securities which are acquired
with the intention to trade by taking advantage of short term market / interest rate movements and
are to be sold within 90 days.

In classifying investments as “held to maturity” the Group follows the guidance provided in SBP
circulars on classifying non-derivative financial assets with fixed or determinable payments and
fixed maturity. In making this judgment, the Group evaluates its intention and ability to hold such
investments to maturity.

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

4.2  Provision against non-performing advances and debt securities classified as investments

Apart from the provision determined on the basis of time-based criteria given in Prudential
Regulations issued by the SBP, the management also applies the subjective criteria of classification
and, accordingly, the classification of advances and debt securities is downgraded on the basis of
credit worthiness of the borrower, its cash flows, operations in account and adequacy of security in
order to ensure accurate measurement of the provision.

4.3 Impairment of available for sale investments

The Group considers that available for sale equity investments are impaired when there has been a
significant and prolonged decline in the fair value below its cost. Other factors will also need to be
considered before deciding the permanent impairment of investment. This determination of what is
significant and prolonged requires judgment. In addition, impairment may be appropriate when there
is evidence of deterioration in the financial health of the investee, industry and sector performance.
As of the statement of financial position date, the management has determined an impairment loss
on available for sale securities, held to maturity securities as disclosed in note 9.3.

4.4  Depreciation, amortization and revaluation of fixed assets

Estimates of useful life of fixed assets are based on management’s best estimate. In making
estimates of the depreciation / amortization method, the management uses method which reflects
the pattern in which economic benefits are expected to be consumed by the Group. The method
applied is reviewed at each financial year end and if there is a change in the expected pattern of
consumption of the future economic benefits embodied in the assets, the method is changed to
reflect the change in pattern. Further, the Group estimates the revalued amount of freehold land and
buildings on freehold land on a regular basis. The estimates are based on valuations carried out by
an independent valuation expert under the market conditions.
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4.5

4.6

4.7

5.1

5.2

Income taxes

In making estimates for income taxes currently payable by the Group, the management considers
the current income tax laws and the decisions of appellate authorities on certain issues in the past.
There are certain matters where the Group’s view differs with the view taken by the income tax
authorities and such amounts are shown as a contingent liability.

Staff retirement benefits

The amount of provision for gratuity and compensated absences is determined using actuarial
valuation. The valuation involves making use of assumptions about discount rates, mortality,
expected rate of salary increases, retirement rates, and average leave utilization per year. Due to the
degree of subjectivity involved and long-term nature of these plans, such estimates are subject to
significant uncertainty.

Non banking assets acquired in satisfaction of claims

The Group estimates the revalued amounts of non banking assets acquired in satisfaction of claims
on a regular basis. The estimates are based on expected legal enforceability, ease of realization and
valuations carried out by an independent valuation expert under the market conditions.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these consolidated financial statements
are consistent with those of previous financial year, except for the change explained in note 5.1.
Significant accounting policies are enumerated as follows:

Surplus on revaluation of fixed assets

Upto December 31, 2017, surplus / (deficit) on revaluation of fixed assets was measured under the
repealed Companies Ordinance, 1984.

The repealed Ordinance specified the accounting treatment for the surplus / (deficit) on revaluation
of fixed assets, wherein, a deficit arising on revaluation of a particular property was to be adjusted
against the total balance in the surplus account or, if no surplus existed, was to be charged to the
profit and loss account as an impairment of the assets. However, the Companies Act, 2017 removed
the specific provisions allowing the above treatment and hence, a deficit arising on revaluation of
a particular property is now to be accounted for in accordance with applicable financial reporting
standards. Accordingly, any surplus/deficit arising on revaluation of fixed assets is accounted for at
individual asset level wherein any deficit on revaluation is charged to profit and loss account after
netting off any surplus already recorded on that asset.

This change in accounting policy has no impact on Group’s statement of financial position and profit
and loss account, therefore no adjustments are being taken.

Cash and cash equivalents
Cash and cash equivalents include cash and balances with treasury banks, balances with other

banks and call money lendings less over drawn nostro accounts and other overdrawn bank
accounts.
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5.3 Lendings / borrowings from financial institutions

The Group enters into transactions of repo and reverse repo at contracted rates for a specified
period of time. These are recorded as under:

5.3.1 Sale under repurchase obligations

Securities sold subject to a repurchase agreement (repo) are retained in the financial statements as
investments and the counter party liability is included in borrowings from financial institutions. The
differential in sale and repurchase price is accrued using effective yield method and recorded as
interest expense over the term of the related repo agreement.

5.3.2 Purchase under resale obligations

Securities purchased under agreement to resell (reverse repo) are not recognized in the financial
statements as investments and the amount extended to the counter party is included in lendings to
financial institutions. The differential between the contracted price and resale price is amortized over
the period of the contract and recorded as interest income.

5.4 Investments

Investments other than those categorized as held for trading are initially recognized at fair value
which includes transaction costs associated with the investments. Investments classified at held for
trading are initially recognized at fair value and transaction costs are expensed in the profit and loss
account.

All regular way purchase / sale of investment are recognized on the trade date, i.e., the date the
Group commits to purchase / sell the investments. Regular way purchase or sale of investment
requires delivery of securities within the time frame generally established by regulation or convention
in the market place investments are classified as follows;

Held for trading

These are securities which are acquired with the intention to trade by taking advantage of short-term
market/interest rate movements. These are carried at market value, with the related surplus / (deficit)
on revaluation being taken to profit and loss account.

Held to maturity

These are securities with fixed or determinable payments and fixed maturity that are held with the
intention and ability to hold to maturity. These are carried at amortized cost.

Available for sale

These are investments, other than those in subsidiaries and associates, which do not fall under the
held for trading or held to maturity categories. These are carried at market value with the surplus /
(deficit) on revaluation taken to ‘Surplus / (deficit) on revaluation of assets’ shown in equity, except
available for sale investments in unquoted shares, debentures, bonds, participation term certificates,
term finance certificates, federal, provincial and foreign government securities (except for Treasury
Bills and Pakistan Investment Bonds) which are stated at cost less provision for diminution in value
of investments, if any.
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Provision for diminution in the value of investments is made after considering impairment, if any, in
their value and charged to profit and loss account. Provision for diminution in value of investments in
respect of unquoted shares is calculated with reference to break-up value. Provision for diminution
in value of investments for unquoted debt securities is calculated with reference to the time-based
criteria as per the SBP’s Prudential Regulations.

Premium or discount on debt securities classified as available for sale and held to maturity securities
are amortized using the effective yield method.

On de-recognition or impairment in quoted available for sale securities the cumulative gain or loss
previously reported as “Surplus / (Deficit) on revaluation of assets” in equity is included in the profit
and loss account for the year.

Gain and loss on disposal of investments are dealt with through the profit and loss account in the
year in which they arise.

5.5 Advances including net investment in finance lease

Advances and net investments in finance lease are stated net of provision for doubtful debts.
Provision for doubtful debts is made in accordance with the Prudential Regulations prescribed by
the SBP and charged to profit and loss account.

Leases where risks and rewards incidental to ownership are substantially transferred to lessee are
classified as finance lease. A receivable is recognized at an amount equal to the present value of the
lease payments including any guaranteed residual value.

The rentals received / receivable on ljarahs are recorded as income / revenue. Depreciation on
ljarah assets is charged to profit and loss account by applying the straight line method whereby the
depreciable value of ljarah assets is written off over the ljarah period. The Group charges depreciation
from the date of the delivery of respective assets to Mustajir upto the date of maturity / termination
of ljarah agreement.

5.6 Fixed assets and depreciation
5.6.1 Owned

Property and equipment, other than freehold land which is not depreciated, are stated at cost
or revalued amounts less accumulated depreciation and accumulated impairment losses (if any).
Freehold land is carried at revalued amount.

Depreciation on property and equipment is charged to income using the diminishing balance method
S0 as to write off the historical cost / revalued amount of the asset over its estimated useful life,
except motor vehicles, leasehold improvements and computer equipment on which depreciation
is charged using the straight line basis. The rates at which the depreciation is charged are given
in note 11.2 to these consolidated financial statements. Impairment loss or its reversal, if any, is
charged to income. When an impairment loss is recognized, the depreciation charge is adjusted in
future periods to allocate the asset’s revised carrying amount over its estimated useful life.

Depreciation on additions is charged from the month the assets are available for use while no
depreciation is charged in the month in which the assets are disposed.
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Surplus arising on revaluation of freehold land and buildings on freehold land is credited to the
“Surplus on Revaluation of Assets” in equity and any deficit arising on revaluation is taken to profit and
loss account directly. Revaluation is carried out with sufficient regularity to ensure that the carrying
amount of assets does not differ materially from the fair value. To the extent of the incremental
depreciation charged on the revalued assets, the related surplus on revaluation of buildings (net of
deferred taxation) is transferred directly to un-appropriated profit / accumulated loss.

Gains and losses on sale of fixed assets are included in profit and loss account currently.

Major renewals and improvements are capitalized and the assets so replaced, if any, are retired.
Normal repairs and maintenance are charged to the profit and loss account as and when incurred.

Capital work-in-progress is stated at cost less accumulated impairment losses (if any). These are
transferred to specific assets as and when assets are available for use.

5.6.2 Leased

Property and equipment subject to finance lease are accounted for by recording the assets and
the related liabilities. These are stated at fair value or present value of minimum lease payments
whichever is lower at the inception of the lease less accumulated depreciation. Financial charges are
allocated over the period of lease term so as to provide a constant periodic rate of financial charge
on the outstanding liability.

5.7 Intangible assets
Intangible assets are stated at cost less accumulated amortization and accumulated impairment
losses (if any). The cost of intangible assets is amortized over their useful lives, using the straight line
method as per the rates given in note 12.1 to these consolidated financial statements. Amortization
on additions is charged from the month the assets are available for use while no amortization is
charged in the month in which the assets are disposed.

Intangible-in-progress is stated at cost less accumulated impairment losses (if any). These are
transferred to specific assets as and when assets are available for use.

5.8 Borrowings / deposits

Borrowings / deposits are recorded at the proceeds received. The cost of borrowings / deposits is
recognized as an expense in the period in which this is incurred.

5.9 Subordinated debt
Subordinated loans are initially recorded at the amount of proceeds received. Mark-up accrued on
subordinated loans is recognized separately as part of other liabilities and is charged to the profit
and loss account over the period on an accrual basis.

5.10 Employee retirement and other benefits
Defined contribution plan - Provident fund
The Group operates an approved provident fund scheme, covering all permanent employees.

Contributions are made monthly by the Group and the employees at the rate of 8.33% of basic
salary. Contributions by the Group are charged to profit and loss account.
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5.11

5.12

5.13

Defined benefit plan - Gratuity scheme

The Bank operates an approved funded gratuity scheme for all its permanent employees.
Contributions are made to cover the obligations under the scheme on the basis of actuarial
valuation and are charged to income. Actuarial gains and losses are charged or credited to other
comprehensive income in the year in which they occur.

Defined benefit plan - Employees’ compensated absences

The Bank makes annual provision in the financial statements for its liabilities towards vested
compensated absences accumulated by its employees on the basis of actuarial valuation. Actuarial
gains and losses are charged to income in the year in which they occur.

Assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims are carried at revalued amounts less
accumulated depreciation except land which is carried at revalued amount. Revaluation by
independent professionally qualified valuers, is carried out with sufficient regularity to ensure that
their net carrying value does not differ materially from their fair value. Surplus arising on revaluation
of non banking assets is credited to the ‘surplus on revaluation of assets’ account and any deficit
arising on revaluation is taken to profit and loss account directly. Legal fees, transfer costs and direct
costs of acquiring title to property is charged to profit and loss account and not capitalized.

Foreign currencies

Transactions in foreign currency are translated to Rupees at the exchange rates prevailing on
the date of transaction. Monetary assets and liabilities and commitments for letters of credit and
acceptances in foreign currencies are translated at the exchange rates prevailing at the statement
of financial position date except assets and liabilities for which there are forward contracts which
are translated at the contracted rates. Forward exchange contracts and foreign bills purchased are
valued at forward rates applicable to their respective maturities.

All exchange differences are charged to profit and loss account.
Revenue recognition

Revenue is recognized to the extent that the economic benefits will flow to the Group and the
revenue can be reliably measured. The following recognition criteria must be met before revenue is
recognized:

Mark-up / return / interest income

Mark-up / return / interest on advances and return on investments are recognized in profit and loss
account on an accrual basis, except mark-up on non-performing advances which is recognized
when received.

Dividend income
Dividend income is recognized when the Group’s right to receive the dividend is established.

Lease finance income

Financing method is used in accounting for income from lease financing. Under this method, the
unearned lease income (excess of the sum of total lease rentals and estimated residual value over
the cost of leased assets) is deferred and taken to income over the term of the lease periods so as
to produce a constant periodic rate of return on the outstanding net investment in lease. Unrealized
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lease income is suspended, where necessary, in accordance with the requirements of the SBP.
Gain/loss on termination of lease contracts, documentation charges and other lease income are
recognized as income when these are realized.

Fees and commission income
Commission income is recognized on time proportion basis.

5.14 Operating leases

Operating lease rentals are recorded in profit and loss account on a time proportion basis over the
term of the lease arrangements.

5.15 Taxation
Current

Provision for current taxation is based on taxable income for the year determined in accordance with
the prevailing law for taxation of income. The charge for current tax is calculated using prevailing tax
rates or tax rates expected to apply to the profit for the year if enacted. The charge for current tax
also includes adjustments, where considered necessary, to provision for tax made in previous years
arising from assessments framed during the year for such years.

Prior years

The taxation charge for prior years represents adjustments to the tax charge relating to prior years,
arising from assessments / changes in laws and changes in estimates made during the current year.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary
differences arising from differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax basis used in the computation of taxable profit.
Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred tax
assets are recognized to the extent that it is probable that the taxable profits will be available against
which the deductible temporary differences, unused tax losses and tax credits can be utilized.

Deferred tax is calculated at the rates that are expected to apply to the period when the differences
reverse based on tax rates that have been enacted or substantively enacted by the statement of
financial position date. Deferred tax is charged or credited in income statement, except in the case
of items credited or charged to equity in which case it is included in equity.

The Group also recognizes deferred tax asset / liability on deficit / surplus on revaluation of operating
fixed assets and available for sale securities which is adjusted against the related deficit / surplus in
accordance with the requirements of International Accounting Standard (IAS)12, ‘Income Taxes’.

5.16 Impairment

The carrying amounts of assets (other than deferred tax assets) are reviewed for impairment at each
statement of financial position date whenever events or changes in circumstances indicate that
the carrying amounts of the assets may not be recoverable. If such indication exists, and where
the carrying value exceeds the estimated recoverable amount, assets are written down to their
recoverable amount. The resulting impairment loss is taken to the profit and loss account except for
impairment loss on revalued assets, which is adjusted against the related revaluation surplus to the
extent that the impairment loss does not exceed the surplus on revaluation of that asset.
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5.17 Provisions

Provisions are recorded when the Group has a present obligation as a result of a past event when it
is probable that it will result in an outflow of economic benefits and a reliable estimate can be made
of the amount of the obligation.

5.18 Provision for off balance sheet obligations

Provision for guarantees, claims and other off balance sheet obligations are made when the Group
has legal or constructive obligation as a result of past events, it is probable that an outflow of
resources will be required to settle the obligation and a reliable estimate of amount can be made.
Charge to profit and loss account is stated net of expected recoveries.

5.19 Share capital

Ordinary shares are classified as equity and recognized at their face value. Incremental costs directly
attributable to the issue of new shares are shown in equity as a deduction from the equity.

5.20 Acceptances

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

5.21 Financial instruments
5.21.1 Financial assets and liabilities

Financial instruments carried on the statement of financial position include cash and bank balances,
lending to financial institutions, investments, advances, certain receivables, borrowing from financial
institutions, deposits and other payables. The particular recognition criteria adopted for significant
financial assets and financial liabilities are disclosed in the individual policy statements associated
with them.

5.21.2 Off setting

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

5.22 Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing product
or services (business segment), or in providing products or services within a particular economic
environment (geographical segment), which is subject to risks and rewards that are different from
those of other segments.

During the year, SBP through its circular no. 02 dated January 25, 2018 has directed to report
operating segments on the basis of management accountability and monitoring. Accordingly, the
segment information disclosed in theses consolidated financial statements along with comparative
information has been prepared in accordance with IFRS - 8 "Operating Segments”.
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5.22.1 Business segments

Wholesale
This includes, loans , deposits , project finance, real estate finance, export finance, trade finance,
investment banking, and other banking activities with corporate and public sector customers.

Retail
It includes lending and deposits, banking services, private lending and deposits, trust and estate
investment advice, merchant / commercial and private labels and retail.

Consumer and agri
It includes loans and deposits of individuals and agriculture customers. Products offered to
customers include transport finance, house finance, livestock finance, dairy finance etc.

Treasury
It includes fixed income, equity, foreign exchanges, commodities, credit, funding, own position
securities, lending and repos and brokerage debt.

Islamic
The segment pertains to full scale Islamic Banking operations of the Bank.

Others
This includes head office related activities, and all other activities not tagged to the segments above.

5.22.2 Geographical segments
The Group operates only in Pakistan.

5.23 Dividend distribution and appropriations
Dividend distributions and appropriation to reserves are recognized as a liability in the financial
statements in the period in which these are approved. Transfer to statutory reserve and any of the
mandatory appropriations as may be required by law are recognized in the period to which they
relate.

5.24 Earnings per share
The Group presents earnings per share (EPS) for its ordinary shares which is calculated by dividing
the profit or loss attributable to ordinary shareholders of the Group by weighted average number
of ordinary shares outstanding during the year. Diluted EPS is determined by adjusting the profit

or loss attributable to ordinary shareholders and the weighted average number of ordinary shares
outstanding for the effect of all dilutive potential ordinary shares (if any).
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2018

2017

Note Rupees in ‘000’
6. CASH AND BALANCES WITH TREASURY BANKS
In hand:
Local currency 8,558,995 7,678,814
Foreign currency 1,667,982 989,859
10,126,977 8,668,673
With SBP in:
Local currency current account 6.1 19,249,586 21,547,541
Foreign currency current account 6.2 431,861 427,867
Foreign currency deposit account 6.3 1,283,551 1,263,173
20,964,998 23,238,581
With National Bank of Pakistan in:
Local currency current account 12,451,416 10,527,699
Prize bonds 46,219 43,256
43,589,610 42,478,209
6.1 This represents current account maintained with the SBP under the requirements of section 22
“Cash Reserve Requirement” of the Banking Companies Ordinance, 1962.
6.2  This represents mandatory reserves maintained in respect of foreign currency deposits under FE-25
scheme, as prescribed by the SBP.
6.3  This carries mark-up at the rate ranging from 0.56% to 1.35% per annum (2017: 0.23% to 0.37%
per annum) as announced by SBP on monthly basis.
2018 2017
Note Rupees in ‘000’
7. BALANCES WITH OTHER BANKS
In Pakistan:
Current accounts 3,759,621 2,941,485
Deposit accounts 7.1 1,541,033 2,371,040
5,300,654 5,312,525
Outside Pakistan :
Current accounts 435,886 276,364
Deposit account 7.2 101,422 527,408
537,308 803,772
5,837,962 6,116,297
7.1 These carry mark-up at rates ranging from 3.07% to 8.90% per annum (2017: 2.40% to 5.55% per
annum).
7.2 This carry mark-up at 2.1% per annum (2017: 0.77% to 1.17% per annum).
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2018 2017

Note Rupees in ‘000’
8. LENDINGS TO FINANCIAL INSTITUTIONS
Call money lendings = 4,803,323
Repurchase agreement lendings (Reverse Repo) 8.2 22,093,153 9,510,527
Bai muajjal receivable with SBP - 767,000
Placements 8.3 5,350,000 9,090,000

27,443,153 24,170,850

8.1 Particulars of lendings

In local currency 27,443,153 24,170,850
In foreign currencies - -

27,443,153 24,170,850

8.2  Securities held as collateral against lendings to financial institutions

2018 2017
Rupees in ‘000’
Held by Further Total Held by Further Total

bank given as bank given as

collateral collateral
Market treasury bills - - - 8,650,527 - 8,650,527
Pakistan investment bonds 22,093,153 - 22,093,153 860,000 - 860,000
Total 22,093,153 - 22,093,153 9,510,527 - 9,510,527

Market value of securities held as collateral as at December 31, 2018 amounted to Rs. 21,350,630
thousand (2017: Rs. 9,526,431 thousand). These carry mark-up at rate ranging from 10.00% to
10.50% per annum (2017: 5.90% to 6.25% per annum) with maturities upto February 07, 2019.

8.3  These carry profit at rate ranging from 9.00% to 9.80% per annum (2017: 5.60% to 6.25% per
annum) with maturities upto February 25, 2019.

9. INVESTMENTS - NET

2018 2017
Cost / Provision Surplus Carrying Cost / Provision Surplus Carrying
Amortised for / (Deficit) value Amortised for / (Deficit) value
cost diminution cost diminution
Note Rupees in ‘000’
9.1 Investments by type:
Held-for-trading securities
Federal government securities 9.1.1 25,075,868 - (1,892) 25,073,976 32,310,448 - 80 32,310,528
Ordinary shares 12,630 - (1,849) 10,781 - - - -
25,088,498 - (8,741) 25,084,757 32,310,448 - 80 32,310,528
Available-for-sale securities
Federal government securites ~ 9.1.1 &9.2.1 177,736,092 - (44,199) 177,691,893 203,203,555 - 38,284 203,241,839
Shares 2,136,937 (1,024,880) 24,614 1,136,671 2,275,690  (777,126) (138,245) 1,360,319
Non government debt securities 8,119,488 (2,236,623) 2,094 5,884,959 7,542,089 (2,236,622) 17,654 5,323,101
Foreign securities 4,019 - 4,019 - - - -

187,996,536 (3,261,503) (17,491) 184,717,542 213,021,314 (3,013,748) (82,307) 209,925,259
Held-to-maturity securities

Federal government securities 9.1.1&9.6.1 250,329 - 250,329 252,178 - - 252,178
WAPDA bonds 400 (400) - - 400 (400) - -

250,729 (400) - 250,329 252,578 (400) - 252,178
Total investments 213,335,763 (3,261,903) (21,232) 210,052,628 245,584,340 (3,014,148)  (82,227) 242,487,965
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9.1.1 Market treasury bills and Pakistan investment bonds are eligible for re-discounting with SBP.

9.1.2 Certain approved / Government securities are kept with the SBP to meet statutory liquidity
requirements calculated on the basis of domestic demand and time liabilities.

2018 2017
Cost/ Provision Surplus Carrying Cost / Provision Surplus Carrying
Amortised for / (Deficit) value Amortised for / (Deficit) value
cost diminution cost diminution
Note Rupees in ‘000’
9.2 Investments by segments:
Federal government securities:
Market treasury bills 9.2.1 197,432,162 (14,005) 197,418,157 195,749,077 - 743 195,749,820
Pakistan investment bonds 250,329 o 250,329 34,985,878 - 40,646 35,026,524
liarah sukuks 2,623,602 (32,086) 2,591,616 5,031,226 = (3,025) 5,028,201
Sukuk - bai muajjal with
Government of Pakistan 2,756,196 = o 2,756,196 - - -
WAPDA bonds 400 (400) o = 400 (400) -
203,062,689 (400) (46,091) 203,016,198 235,766,581 (400) 38,364 235,804,545
Shares:
Listed companies 2,028,317 (1,015,870) 22,765 1,035,212 2,164,391  (768,116) (138,245) 1,258,030
Unlisted companies 121,250 (9,010 = 112,240 111,298 (9,010) - 102,288
2,149,567 (1,024,880) 22,765 1,147,452 2,275,689  (777,126) (138,245) 1,360,318
Non government debt securities:
Listed 867,573 (17,348) 2,094 852,319 1,330,918 (17,348) 17,654 1,331,224
Unlisted 7,251,915  (2,219,275) = 5,032,640 6,211,152 (2,219,274) - 3,991,878
8,119,488 (2,236,623) 2,094 5,884,959 7,542,070 (2,236,622) 17,654 5,323,102
Foreign securities:
Equity securities 4,019 - 4,019 - - -
Total investments 213,335,763 (3,261,903) (21,232) 210,052,628 245,584,340 (3,014,148) (82,227) 242,487,965
2018 2017
Rupees in ‘000’
9.2.1 Investments given as collateral
Market treasury bills 19,829,188 20,712,635
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2018

2017

Rupees in ‘000’

9.3  Provision for diminution in value of investments
9.3.1 Opening balance 3,014,149 2,936,885
Charge / reversals:
Charge for the year 247,754 94,584
Reversals for the year - (9,226)
247,754 85,358
Reversal on disposals - (8,094)
Closing Balance 3,261,903 3,014,149
9.3.2 Particulars of provision against debt securities
2018 2017
Category of classification NPI Provision NPI Provision
Rupees in ‘000’
Domestic
Other assets especially mentioned - - - -
Substandard - - - -
Doubtful - - - -
Loss 2,237,023 2,237,023 2,237,022 2,237,022
Total 2,237,023 2,237,023 2,237,022 2,237,022
2018 2017

Cost / Amortized cost

Rupees in ‘000’

9.4  Quality of available for sale securities

Details regarding quality of Available for Sale (AFS)

securities are as follows:

Federal government securities - government guaranteed

Market treasury bills 172,356,294 163,438,629
Pakistan investment bonds - 34,733,700
ljarah sukuks 2,623,602 5,031,226
Sukuk bai-muajjal with Government of Pakistan 2,756,196 -

177,736,092 203,203,555
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2018 2017

Cost / Amortized cost

Rupees in ‘000’

Shares
Cement 74,957 21,367
Fertilizer 877,838 1,053,360
Commercial banks 258,827 357,577
Power generation & distribution 388,039 369,004
Technology & telecommunication 85,415 67,319
Textile composite 73,008 73,008
Cable & electrical goods 265,475 230,628
Textile spinning 2,067 2,067
Qil & gas marketing companies 3,398 3,398
Sugar & allied industries 89,448 79,496
Paper & board 85 85
Leasing companies 168 168
Glass & ceramics 43 43
Others 18,169 18,170
2,136,937 2,275,690
2018 2017
Unlisted Companies Cost Breakup Cost Breakup
value value
Rupees in ‘000’
Al - Baraka Bank Pakistan limited 25,000 15,990 25,000 15,990
Al - Arabia Sugar Mills Limited 81,358 106,498 71,406 93,471
LSE Financial Services Limited 14,892 18,314 14,892 15,259
121,250 140,802 111,298 109,461
2018 2017
Cost
Rupees in ‘000’
Non government debt securities
Listed
- AAA 250,000 499,650
- AA+, AA, AA- 595,240 809,122
- Unrated 22,333 22,146
867,573 1,330,918
Unlisted
- AAA 3,878,571 2,771,429
- AA+, AA, AA- 501,448 -
- A+ A A- 306,943 723,286
- Unrated 2,564,953 2,716,437
7,251,915 6,211,152
9.5 Foreign equity securities
SWIFT shares 4,019 -
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This represents 66 shares of SWIFT purchased by the Bank as per mandatory requirement of
the Swift by-laws requiring its members to purchase shares allocated on the basis of financial
contributions payable to Swift.

9.6 Particulars relating to Held to Maturity securities are as follows:

2018 2017
Cost / Amortized cost
Rupees in ‘000’

Federal government securities - government guaranteed

Pakistan investment bonds 250,329 252,178

9.6.1 Market value of held to maturity investments amounted to Rs. 248,902 thousand (2017: Rs. 258,323
thousand).

10. ADVANCES - NET

Performing Non Performing Total
2018 2017 2018 2017 2018 2017
Note Rupees in ‘000’
Loans, cash credits, running finances, etc. 10.1 324,935,141 262,644,850 49,471,677 51,146,126 374,406,818 313,790,976
Net book value of assets in ljarah
under IFAS 2 - In Pakistan 337,920 782,822 215,000 215,000 562,920 997,822

Islamic financing and related assets 19,584,952 11,165,299 76,882 60,000 19,661,834 11,225,299
Bills discounted and purchased 31,583,488 16,078,284 16,992 16,992 31,600,480 16,095,276
Advances - gross 376,441,501 290,671,255 49,780,551 51,438,118 426,222,052 342,109,373
Provision against advances:
- Specific = - (43,763,990) (45,842,665) (43,763,990 (45,842,665)
- General (348,299) (425,283) = - (348,299) (425,283)

(348,299) (425,283) (43,763,990) (45,842,665) (44,112,289)  (46,267,948)
Advances - net of provision 376,093,202 290,245,972 6,016,561 5,595,453 382,109,763 295,841,425

10.1 Includes net investment in finance lease as disclosed below:

2018 2017
Not later Later thzn Over Not later Later thzn Over
than one Ione a: five Total than one lone in five Total
year ess than years year less than years
five years five years
Rupees in ‘000’ Rupees in ‘000’
Lease rentals receivable 2,965,571 24,128,949 - 27,094,520 3,131,032 24,046,645 - 2777677
Residual value 887,435 10,679,835 - 11,667,270 847,727 9,436,103 - 10,283,830
Minimum lease payments 3,853,006 34,808,784 - 38,661,790 3,978,759 33,482,748 - 37,461,507
Financial charges for
future periods 970,028 2,641,092 - 3,611,120 880,126 1,422,530 - 2,302,656
Present value of minimum
lease payments 2,882,978 32,167,692 S 35,050,670 3,098,633 32,060,218 - 35,158,851
2018 2017
Rupees in ‘000’
10.2 Particulars of advances (gross)
In local currency 426,076,906 341,929,156
In foreign currencies 145,146 180,217

426,222,052 342,109,373
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10.3 Advances include Rs. 49,780,551 thousand (2017: 51,438,118 thousand) which have been placed
under non-performing status as detailed below:

2018 2017
Non Non
Category of classification performing  Provision  performing Provision
loans loans

Rupees in ‘000’

Domestic

Other assets especially mentioned 52,234 801 81,533 2,895
Substandard 351,004 65,741 285,447 54,330
Doubtful 9,722,789 5,247,064 7,540,694 3,546,630
Loss 39,654,524 38,450,384 43,530,444 42,238,810
Total 49,780,551 43,763,990 51,438,118 45,842,665

10.4 Particulars of provision against advances

2018 2017
Note Specific General Total Specific General Total
Rupees in ‘000’

Opening balance 45,842,665 425,283 46,267,948 31,747,696 390,971 32,138,667
Charge for the year 2,364,557 -|| 2,364,557 (17,194,540 34,312 | [17,228,852
Reversals for the year (4,436,831)|| (76,984)|(4,513,815) |(3,097,374) - | (3,097,374)

(2,072,274)  (76,984) (2,149,258) 14,097,166 34,312 14,131,478
Amounts written off 10.5.1 (6,401) = (6,401) (2,197) - (2,197)
Closing balance 43,763,990 348,299 44,112,289 45,842,665 425,283 46,267,948

10.4.1 Particulars of provision against
advances with respect to currencies

In local currency 43,763,990 348,299 | (44,112,289 45,842,665| 425,283 | /46,267,948
In foreign currencies - - -

43,763,990 348,299 44,112,289 45,842,665 425,283 46,267,948

10.4.2 General provision represents provision against consumer financing portfolio as required by Prudential
Regulations issued by the SBP.

10.4.3 The Bank has availed the benefit of Forced Sale Value (FSV) of collateral against non-performing
advances as allowed vide BSD Circular No.1 dated October 21, 2011. This has resulted in decrease
in provision against non-performing advances by Rs. 1,186,127 thousand (2017: Rs. 1,380,448
thousand). The FSV benefit availed is not available for cash or stock dividend.

2018 2017
Note Rupees in ‘000’
10.5 Particulars of write offs:
10.5.1 Against provisions 10.4 6,401 2,197
Directly charged to profit and loss account 31 2,450 -
8,851 2,197
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2018

2017

Note Rupees in ‘000’
10.5.2 Domestic
Write offs of Rs. 500,000 and above 10.6 7,820 1,840
Write offs of below Rs. 500,000 1,031 357
8,851 2,197

10.6

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

In terms of sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962 the statement
in respect of written-off loans or any other financial relief of Rupees five hundred thousand or above
allowed to a person(s) during the year ended December 31, 2018 is given in Annexure-.

2018 2017
Note Rupees in ‘000’
11. FIXED ASSETS
Capital work-in-progress 231,947 268,837
Property and equipment 8,561,244 7,625,734
8,793,191 7,894,571
11.1 Capital work-in-progress
Civil works 201,487 236,840
Equipment 30,460 31,997
231,947 268,837
2018
Freehold Building on Furniture Lease Electrical Computer
land freehold and hold and office equipment Vehicles Total
land fixture  improvements equipment
Rupees in ‘000’
11.2  Property and equipment
At January 1, 2018
Cost / Revalued amount 2,209,383 3,295,684 612,391 2,065,543 1,317,459 1,202,282 318,748 11,021,490
Accumulated depreciation - (148,335)  (236,950) (1,612,848) (673,694) (495,180) (228,749)  (3,395,756)
Net book value 2,209,383 3,147,349 375,441 452,695 643,765 707,102 89,999 7,625,734
Year ended December 31, 2018
Opening net book value 2,209,383 3,147,349 375,441 452,695 643,765 707,102 89,999 7,625,734
Additions during the year 122,804 256,891 86,990 429,849 343,099 237,591 90,212 1,567,436
Disposals during the year - at cost - (168,718) (3,534) - (10,346) (25,070) (23,489) (231,157,
Depreciation on disposal = 28,247 2,588 = 9,279 24,563 15,678 80,355
Disposals during the year - at book value - (140,471) (946) - (1,067) (507) (7,811) (150,802)
Depreciation charge during the year (171,011) (41,453) (325,563) (162,251) (208,165) (68,229) (976,672)
Other adjustments / transfers - 487,973 - 5,442 2,133 - - 495,548
Closing net book value 2,332,187 3,680,731 420,032 562,423 825,679 736,021 104,171 8,561,244
At December 31, 2018
Cost / Revalued amount 2,332,187 3,871,830 695,847 2,500,834 1,652,345 1,414,803 385,471 12,853,317
Accumulated depreciation - (291,099)  (275,815) (1,938,411) (826,666) (678,782) (281,300)  (4,292,073)
Net book value 2,332,187 3,680,731 420,032 562,423 825,679 736,021 104,171 8,561,244
Rate of depreciation (percentage) - 5% 10% 33.33% 20% 20% 33.33%
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2017

Freehold Building on Furniture Lease Electrical Computer
land freehold and hold and office equipment Vehicles Total
land fixture improvements  equipment

Rupees in ‘000’

At January 1, 2017

Cost / Revalued amount 2,020,827 3,095,168 531,948 1,791,756 1,047,998 645,519 342,524 9,475,740
Accumulated depreciation - - (206,793) (1,331,439 (562,875) (424,235) (181,651)  (2,706,993)
Net book value 2,020,827 3,095,168 325,155 460,317 485,123 221,284 160,873 6,768,747
Year ended December 31, 2017
Opening net book value 2,020,827 3,095,168 325,155 460,317 485,123 221,284 160,873 6,768,747
Additions during the year 269,908 177,721 88,732 273,787 284,681 583,346 18,488 1,696,663
Disposals during the year - at cost (81,352) (75,127) (8,289) - (15,220) (26,583) (42,264) (248,835)
Depreciation on disposal - 12,858 6,020 - 13,590 26,553 41,539 100,560
Disposals during the year - at

book value (81,352) (62,269) (2,269) - (1,630) (30) (725) (148,275)
Depreciation charge during the year - (161,193) (36,177) (281,409) (124,409) (97,498) (88,637) (789,323)
Other adjustments / transfers - 97,922 - - - - - 97,922
Closing net book value 2,209,383 3,147,349 375,441 452,695 643,765 707,102 89,999 7,625,734
At December 31, 2017
Cost / Revalued amount 2,209,383 3,295,684 612,391 2,065,543 1,317,459 1,202,282 318,748 11,021,490
Accumulated depreciation - (148,335) (236,950) (1,612,848) (673,694) (495,180) (228,749)  (3,395,756)
Net book value 2,209,383 3,147,349 375,441 452,695 643,765 707,102 89,999 7,625,734
Rate of depreciation (percentage) - 5% 10% 33.33% 20% 20% 33.33%

11.2.1 Freehold land and buildings on freehold land were revalued on December 31, 2016 by PBA
approved independent valuer, on the basis of fair market value. The valuation resulted in surplus of
Rs. 1,049,948 thousand (2017: Rs. 1,049,848 thousand) and Rs. 1,324,264 thousand (2017: Rs.
1,466,843 thousand) in respect of freehold land and buildings on freehold land respectively. Detailed
particulars are as follows:
Revalued Amount
Rupees in ‘000’

Free hold land 2,332,187
Buildings on free hold land 3,580,731

11.2.2 Had the freehold land and buildings on freehold land not been revalued, their carrying amounts
would have been as follows:

2018 2017
Rupees in ‘000’
Freehold land 1,282,239 1,159,435
Buildings on freehold land 2,256,467 1,680,570

11.2.3 The gross carrying amount (cost) of fully depreciated assets that are still in use is Rs. 535,439
thousand (2017: Rs. 368,465 thousand).

11.2.4 Detall of fixed assets sold to related parties is as follows:

Particulars Cost Book Sale Loss
value price

Rupees in ‘000’

Toyota Land Cruiser sold as per Board’s
approval to Mr. Naeemuddin Khan
Ex-President/CEO 23,450 7,818 7,818 -
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11.2.5 The carrying amount of fixed assets held for disposal is Rs. 889,792 thousand. The fair value of
these fixed assets approximates their carrying amount.

2018 2017
Note Rupees in ‘000’
12. INTANGIBLE ASSETS

Intangible in progress 129,279 586,070
Softwares 12.1 768,711 52,392

897,990 638,462

12.1 Softwares

At January 01
Cost 149,151 121,782
Accumulated amortization (96,759) (70,562)
Net book value 52,392 51,220
Year ended December 31
Opening net book value 52,392 51,220
Purchases capitalized during the year 787,244 27,369
Amortization charge (68,425) (26,197)
Impairment loss recognized in the profit and loss account - net (2,500) -
Closing net book value 768,711 52,392
At December 31
Cost 936,395 149,151
Accumulated amortization and impairment (167,684) (96,759)
Net book value 768,711 52,392
Rate of amortization (percentage) 10-33.33% 33.33%

12.1.1 The gross carrying amount (cost) of fully amortized intangible assets that are still in use is Rs. 72,747
thousand (2017: Rs. 16,474 thousand).

12.1.2 Intangibles include room at LSE financial services limited and Trading Right Entitlement Certificate
(TREC), which have indefinite useful life.
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13.

DEFERRED TAX ASSETS - NET

2018
At Prior year Recognized Recognized At
January 01 adjustments in P&L A/C in OCI December 31
Rupees in ‘000’
Deductible temporary differences on:
- Post retirement employee benefits 44,182 (44,182) - - -
- Deficit on revaluation of investments 28,808 - (22,686) 6,122
- Provision against advances 11,525,114 (648,301) || (1,950, 243) - 8,926,570
- Business loss, tax credits, etc. 62,640 - (806) - 61,834
11,660,744 (692,483)  (1,951,049) (22,686) 8,994,526
Taxable temporary differences on:
- Surplus on revaluation of fixed assets (513,360) - 24,583 25,284 (463, 493)
- Surplus on revaluation of investments (110) - 110 -
- Accelerated tax depreciation (813,847) - (6,231) - (820, 078)
- Surplus on revaluation of non banking assets (47,143) - 1,851 (138,559) (183,851)
(874,460) - 20,313 (113,275) (967,422)
10,786,284 (692,483)  (1,930,736) (135,961) 8,027,104
2017
At Prior year Recognized  Recognized At
January 01 adjustments in P&L A/C in OCI December 31
Rupees in ‘000’
Deductible temporary differences on:
- Post retirement employee benefits - - - 44,182 44,182
- Deficit on revaluation of investments - - - 28,808 28,808
- Provision against advances 7,740,836 (147,298) 3,931,576 - 11,525,114
- Business loss, tax credits, etc. 53,433 - 9,207 - 62,640
7,794,269 (147,298) 3,940,783 72,990 11,660,744
Taxable temporary differences on:
- Surplus on revaluation of fixed assets (556,582) - 27,620 15,602 (513,360)
- Surplus on revaluation of investments (453,182) - (110) 453,182 (110)
- Accelerated tax depreciation (225,104) - (88,743) - (813,847)
- Surplus on revaluation of non banking assets (25,712) - 1,263 (22,694) (47,143)
(1,260,580) - (59,970) 446,090 (874,460)
6,533,689 (147,298) 3,880,813 519,080 10,786,284
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2018 2017

Note Rupees in ‘000’
14. OTHER ASSETS - NET

Income / mark-up accrued in local currency 8,896,935 6,486,203
Income / mark-up accrued in foreign currency 1,961 2,126
Profit paid in advance on pehlay munafa scheme 8,027 21,007
Advances, deposits, advance rent and other prepayments 816,682 763,721
Advance taxation (payments less provisions) 3,633,574 2,812,366
Non-banking assets acquired in satisfaction of claims 141 7,467,804 8,021,548
Acceptances 4,888,386 8,190,094
Branch adjustment account 180,704 227,183
Mark to market gain on forward foreign exchange contracts 146,431 99,266
Stock of stationery 108,048 84,023
Suspense account 1,710 5,318
Zakat recoverable from NITL 14.2 36,790 36,790
Unrealized gain on revaluation of foreign bills and trade loans 78,013 76,844
Fraud and forgeries 121,806 104,441
Unearned income on sale of sukuk on bai-muajjal basis 1,044,888 20,403
Others 1,195,952 1,080,913
28,627,711 28,032,246
Less: Provision held against other assets 14.3 (2,207,512) (1,530,686)
Other assets (net of provision) 26,420,199 26,501,560

Surplus on revaluation of non-banking assets
acquired in satisfaction of claims 1,544,813 983,913
Other assets - total 27,965,012 27,485,473

14.1 Market value of non-banking assets acquired in

satisfaction of claims - net of provision 7,436,947 8,044,187

The carrying and revalued amounts have been determined based on prudence, expected legal
enforceability, ease of realization and current market conditions etc. These include assets which are
in the process of sale and are stated at their respective sale prices. Latest desktop valuations are
carried out by independent valuer as on December 31, 2018.

2018 2017
Note Rupees in ‘000’
14.1.1 Non-banking assets acquired in
satisfaction of claims
Opening balance 8,044,187 8,337,295
Additions during the year 260,477 20,280
Surplus on revaluation during the year 668,714 351,813
Disposals during the year (360,610) (268,592)
Transfer to fixed assets (495,507) (97,922)
Depreciation charge during the year 29 (65,918) (86,535)
Impairment charge during the year (614,396) (212,152)
Closing balance 7,436,947 8,044,187
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2018 2017
Rupees in ‘000’

14.1.2 Gain on disposal of non-banking assets
acquired in satisfaction of claims

Disposal proceeds 397,387 280,749
Less:

- Cost / revalued amount 363,945 269,628

- Impairment / depreciation (3,335) (1,036)

360,610 268,592

Gain on sale recognized during the year 36,777 12,157

14.2 This represents zakat deducted on dividends by NITL. The Bank has filed suit against NITL for
recovery of the amount. The case was decided in favour of the Bank in 1993 and intra court appeal
was filed by the Zakat and Ushr Department against the decision which is still pending. As a matter
of prudence, though without prejudice to the Bank’s claim against NITL at the court of law, the claim
amount has been fully provided for.

2018 2017
Note Rupees in ‘000’
14.3 Provision held against other assets
Advances, deposits, advance rent & other prepayments 35,723 35,723
Non banking assets acquired in satisfaction of claims 1,575,670 961,274
Zakat recoverable from NITL 36,790 36,790
Fraud and forgeries 101,364 63,232
Others 457,965 433,667
2,207,512 1,530,686
14.3.1 Movement in provision held against other assets
Opening balance 1,352,353 838,978
Charge for the year 707,272 513,461
Reversals during the year (80,367) -
31 676,905 513,461
Amount written off (79) (86)
Closing balance 2,029,179 1,352,353
15. CONTINGENT ASSETS
Contingent assets Nil Nil
16. BILLS PAYABLE
In Pakistan 3,577,677 3,365,325
Outside Pakistan - -
3,577,677 3,365,325
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2018 2017
Note Rupees in ‘000’
17. BORROWINGS
Secured
Borrowings from SBP under:
Export refinance scheme (ERF) 171 13,451,606 12,089,724
Long term financing facility (LTFF) 17.2 6,219,303 4,991,566
Finance facility for storage of agricultural
produce (FFSAP) 17.3 25,991 15,954
Finance facility for renewable energy
performance platform (REPP) 17.4 1,025,036 241,746
20,721,936 17,338,990
Repurchase agreement borrowings 17.5 2,497,905 994,298
Call borrowings 17.6 17,251,702 19,558,533
Total secured 40,471,543 37,891,821
Unsecured
Call borrowings - 998,853
Overdrawn nostro accounts 210,763 58,688
Foreign placement 17.7 1,110,895 -
Redeemable capital - Musharika certificates 8,039 -
Total unsecured 1,329,697 1,057,541
41,801,240 38,949,362

17.1 These are secured against the Bank’s cash and security balances held with the SBP. Mark-up on
these borrowings is payable quarterly at rates ranging from 1.00% to 2.00% per annum (2017:
1.00% to 2.00% per annum) with maturities upto June 26, 2019.

17.2  This amount is due to the SBP and has been obtained for providing long term finance to customers.
As per the agreements with the SBP, the Bank has granted the SBP right to recover the outstanding
amount from the Bank at the date of maturity of finance by directly debiting current account
maintained by the Bank with the SBP. Mark-up on these borrowings is payable quarterly at rates
ranging from 1.00% to 9.70% per annum (2017: 1.00% to 9.70% per annum) with maturities upto
November 13, 2028.

17.3 Theserepresent borrowings from the SBP under scheme of financing facility for storage of agricultural
produce. Mark-up on these borrowings is payable quarterly at rates ranging from 2.50 % to 3.50%
per annum (2017: 2.00% to 3.50% per annum) with maturities upto March 30, 2019.

17.4 These represent borrowings from the SBP under scheme of financing facility renewable energy
performance platform. Mark-up on these borrowings is payable quarterly at rate of 2.00% per
annum (2017: 2.00% per annum) with maturities upto March 28, 2019.

17.5 These are secured against market treasury bills, carrying mark-up at rates ranging from 10.25% to
10.40% per annum (2017: 5.86% per annum) maturing on January 02, 2019. The carrying value of
market treasury bills given as collateral against these borrowings is Rs. 2,498,613 thousand (2017:
Rs. 994,937 thousand).

17.6  These are secured against market treasury bills, carrying markup at 10.00% per annum (2017: 5.75%
to 5.83% per annum) maturing on January 03, 2019. The carrying value of market treasury bills given
as collateral against these borrowings is Rs. 17,330,575 thousand (2017: Rs. 19,717,698 thousand).

17.7 This represents borrowings from a bank abroad carrying mark-up at rate of 4.06% per annum
(2017: Nil) with maturity on May 20, 2019.
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2018

2017

Rupees in ‘000’

17.8 Particulars of borrowings with respect to currencies

In local currency 40,479,582 38,890,674
In foreign currencies 1,321,658 58,688
41,801,240 38,949,362
18. DEPOSITS AND OTHER ACCOUNTS
2018 2017
In local In foreign Total In local In foreign Total
currency currencies currency currencies
Rupees in ‘000’
Customers:
Current deposits 119,614,715 || 2,343,451 || 121,958,166/ 122,038,556 || 2,970,737/ | 125,009,293
Savings deposits 253,500,729 || 2,413,949 || 255,914,678/ 236,074,458|| 2,131,255|| 238,205,713
Term deposits 181,768,000 || 3,496,387 || 185,264,387 ||155,235,309|| 2,001,674|| 157,236,983
Others 25,541,626 -|| 25,541,626/ 30,031,545 -|| 30,031,545
580,425,070 8,253,787 588,678,857 543,379,868 7,103,666 550,483,534
Financial institutions:
Current deposits 3,610,496 188,548|| 3,799,044|| 2,503,322 187,500| 2,690,822
Savings deposits 2,166,684 186|| 2,166,870|| 2,558,681 156/ 2,558,837
Term deposits 755,000 - 755,000 129,000 - 129,000
Others 162,192 - 162,192 329,680 - 329,680
6,694,372 188,734 6,883,106 5,520,683 187,656 5,708,339
587,119,442 8,442,521 595,561,963 548,900,551 7,291,322 556,191,873
2018 2017
Rupees in ‘000’
18.1 Composition of deposits:
- Individuals 155,825,503 146,200,955
- Private sector 83,340,638 86,015,100
- Government (federal and provincial) 335,274,213 305,160,214
- Public sector entities 14,238,503 13,107,265
- Banking companies 4,547,275 3,371,068
- Non-banking financial institutions 2,335,831 2,337,271
595,561,963 556,191,873
18.2 Deposits eligible to be covered under insurance arrangements of Deposit Protection Corporation
amounts to Rs 210,859,766 thousand (2017: 199,598,985 thousand).
2018 2017
Note Rupees in ‘000’
19. SUBORDINATED DEBTS
Loan from GoPb 19.1 2,000,000 2,000,000
Privately placed term finance certificates - | 19.2 2,498,000 2,499,000
Privately placed term finance certificates - || 19.3 4,299,140 -
8,797,140 4,499,000
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19.1 Loan from the GoPb

The GoPb extended loan of Rs. 2,000,000 thousand to support capital structure of the Bank for the
purpose of the regulatory capital requirement. The loan is unsecured and sub-ordinated to all other
indebtedness including deposits. The salient features of the loan are as follows:

Tenor:

Issue date

Maturity date

Rating

Security:

Profit payment & frequency:
Profit rate:

Conversion option:
Repayment:

Call / Put option:

Lock in clause:

Loss absorbency clause:

07 Years.

December 31, 2014

December 30, 2021

Unrated

Unsecured and subordinated to all other indebtedness of the Bank
including deposits.

Profit payable on half yearly basis in arrears on the outstanding
principal amount.

Average SBP discount rate. (Average shall be calculated on daily
basis)

May be converted, subject to consent of the parties and necessary
regulatory approvals, after a period of five years into ordinary shares
at the rate of Rs. 15 per share.

Bullet repayment after lapse of 07 years.

Callable after a period of 05 years. However no put option is
available to GoPb.

Neither profit nor principal may be paid (even at maturity) if such
payments would result in a shortfall in the Bank’s Minimum Capital
Requirement (MCR) or Capital Adequacy Ratio (CAR) or increase
any existing shortfall in MCR or CAR.

May be converted into ordinary shares or written off immediately
(either partially or in full) at the discretion of the SBP, upon the
occurrence of a point of non-viability (“PONV”) event as defined in
the Basel lll guidelines, at the market value of the shares on the date
of trigger of PONV as declared by the SBP.

19.2 Privately Placed Term Finance Certificates - |

The bank has issued rated, unsecured and subordinated term finance certificates under section 120
of the Companies Ordinance, 1984, in a set of twenty (20) scrips, corresponding to the redemption
dates of the TFC and representing the TFC Holders entitlement to the redemption amount on the
each such redemption date; and registered book entry securities in accordance with the CDC
regulations, as outlined by SBP under BPRD Circular No. 06 dated August 15, 2013; with each TFC
having a face value of PKR 100,000 or multiples thereof.

Issue amount:
Issue date:
Maturity date:
Rating:

Tenor:
Security:

Profit payment & frequency:

Profit rate:
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Rupees 2,500,000 thousand

December 23, 2016

December 22, 2026

AA-

10 Years.

Unsecured and subordinated to all other indebtedness of the Bank
including deposits.

Profit payable on half yearly basis in arrears on the outstanding
principal amount.

Floating rate of return at base rate plus 100 bps p.a. (Base rate will
be the average rate ‘Ask side of the six month Karachi Inter Bank
Offered Rate set at 1 (one business) day prior to the redemption date
for the redemption amount payable on the immediately following
redemption date).



19.3

Repayment: The TFC has been structured to redeem 0.02% of the issue amount
semi-annually in the first 09 years after the issue and the remaining
issue amount in two equal semi-annual installments of 49.82%
each, in the 10th year.

Call / Put option: Callable after a period of 05 years. However no put option is
available to the investors.
Lock in clause: Neither profit nor principal may be paid (even at maturity) if such

payments would result in a shortfall in the Bank’s Minimum Capital
Requirement (MCR) or Capital Adequacy Ratio (CAR) or increase
any existing shortfall in MCR or CAR.

Loss absorbency clause: May be converted into ordinary shares or written off immediately
(either partially or in full) at the discretion of the SBP, upon the
occurrence of a point of non-viability (“PONV”) event as defined in
the Basel lll guidelines, at the market value of the shares on the date
of trigger of PONV as declared by the SBP.

Privately placed term finance certificates - Il

During the year, the Bank has issued rated, unsecured and subordinated term finance certificates
under section 66 of the Companies Act, 2017, in a set of twenty (20) scrips, corresponding to the
redemption dates of the TFC and representing the TFC Holders entitlement to the redemption
amount on the each such redemption date and registered book entry securities in accordance with
the CDC regulations, as outlined by SBP under BPRD Circular No. 06 dated August 15, 2013 with
each TFC having a face value of PKR 100,000 or multiples thereof.

Issue amount: Rupees 4,300,000 thousand

Issue date: April 23, 2018

Maturity date: April 22, 2028

Rating: AA-

Tenor: 10 Years.

Security: Unsecured and subordinated to all other indebtedness of the Bank

including deposits.

Profit payment & frequency: Profit payable on half yearly basis in arrears on the outstanding
principal amount.

Profit rate: Floating rate of return at base rate plus 125 bps p.a. (Base rate will
be the average rate ‘Ask side of the six month Karachi Inter Bank
Offered Rate set at 1 (one business) day prior to the redemption date
for the redemption amount payable on the immediately following
redemption date).

Repayment: The TFC has been structured to redeem 0.02% of the issue amount
semi-annually in the first 09 years after the issue and the remaining
issue amount in two equal semi-annual installments of 49.82%
each, in the 10th year.

Call / Put option: Callable after a period of 05 years. However no put option is
available to the investors.
Lock in clause: Neither profit nor principal may be paid (even at maturity) if such

payments would result in a shortfall in the Bank’s Minimum Capital
Requirement (MCR) or Capital Adequacy Ratio (CAR) or increase
any existing shortfall in MCR or CAR.

Loss absorbency clause: May be converted into ordinary shares or written off immediately
(either partially or in full) at the discretion of the SBP, upon the
occurrence of a point of non-viability (“PONV”) event as defined in
the Basel lll guidelines, at the market value of the shares on the date
of trigger of PONV as declared by the SBP.
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2018

2017

Note Rupees in ‘000’
20. OTHER LIABILITIES
Mark-up / return / interest payable in local currency 7,234,452 4,982,702
Mark-up / return / interest payable in foreign currency 44,506 30,599
Lease key money 11,567,270 10,283,830
Sundry creditors and accrued expenses 996,944 673,944
Acceptances 4,888,386 8,190,094
Mark-up payable on privately placed term finance certificates 97,9183 4,443
Unclaimed dividends 2,599 2,636
Payable to gratuity fund 287,512 233,841
Gratuity payable to key management personnel 41.4 100,403 -
Payable to charity fund 114 6
Provision against off-balance sheet obligations 201 62,183 62,183
Provision for employees compensated absences 102,294 93,523
Taxes / zakat / import fee payable 193,646 290,329
Deferred income on sale of sukuk on bai - muajjal basis 1,044,888 20,403
Others 479,539 185,565
27,102,649 25,054,098
20.1 Provision against off-balance sheet obligations
62,183 62,183
The above provision has been made against letters of guarantee issued by the Bank.
21. SHARE CAPITAL - NET
21.1 Authorized Capital
2018 2017 2018 2017

Number of shares

Rupees in ‘000’

5,000,000,000 5,000,000,000 Ordinary/ Preference shares of Rs. 10 each

50,000,000

50,000,000

The authorized capital of the Bank is fifty thousand million rupees divided into five thousand million ordinary or

preference shares of ten rupees each.
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21.2 Issued, subscribed and paid up share capital

2018 2017 2018 2017
Number of shares Rupees in ‘000’

Opening Balance
1,607,912,555 519,333,340 Ordinary shares of Rs. 10 each

paid in cash 16,079,125 5,193,333
526,315,789 526,315,789  Ordinary shares of Rs. 10 each

issued at discount 5,263,158 5,263,158
509,464,036 509,464,036 Issued as bonus shares 5,094,641 5,094,641

Movement during the year
- 1,088,579,215 Issuance of right shares
during the year - 10,885,792

Closing balance
1,607,912,555 1,607,912,555 Ordinary shares of Rs. 10 each

paid in cash 16,079,125 16,079,125

526,315,789 526,315,789  Ordinary shares of Rs. 10 each
issued at discount 5,263,158 5,263,158
509,464,036 509,464,036 Issued as bonus shares 5,094,641 5,094,641
2,643,692,380 2,643,692,380 26,436,924 26,436,924
- - Less: Discount on issue of shares (263,158) (263,158)
2,643,692,380 2,643,692,380 26,173,766 26,173,766

GoPb held 57.47% shares in the Bank as at December 31, 2018 (December 31, 2017: 57.47%).

2018 2017
Note Rupees in ‘000’
22.  SURPLUS ON REVALUATION OF
ASSETS - NET OF TAX
Surplus / (deficit) on revaluation of:
- Available for sale securities 9.1 (17,491) (82,307)
- Fixed assets 221 2,374,212 2,516,691
- Non-banking assets acquired in satisfaction of claims  22.2 1,544,813 983,913
3,901,534 3,418,297
Deferred tax on surplus / (deficit) on revaluation of:
- Available for sale securities 6,122 28,808
- Fixed assets (463,493) (513,360)
- Non-banking assets acquired in satisfaction of claims (183,851) (47,143)
(641,222) (5631,695)
3,260,312 2,886,602
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2018 2017

Note Rupees in ‘000’
22.1 Surplus on revaluation of fixed assets - net of tax
At January 01 2,516,691 2,698,419
Surplus on building transferred from non banking
assets during the year 47,130 5,864
Surplus realized on disposal during the year (119,375) (108,678)
Transferred to unappropriated profit in respect of
incremental depreciation charged during the year
- net of deferred tax (45,652) (51,294)
Related deferred tax liability on incremental
depreciation charged during the year (24,582) (27,620)
At December 31 2,374,212 2,516,691
Less: related deferred tax liability on:
- revaluation as at January 01 (513,360) (556,582)
- surplus transferred from non banking asset
during the year (16,496) (2,052)
- surplus realized on disposal during the year 41,781 17,654
- incremental depreciation charged during the year 24,582 27,620
13 (463,493) (513,360)
1,910,719 2,003,331
22.2 Surplus on revaluation of non-banking assets
acquired in satisfaction of claims - net of tax
At January 01 983,913 649,165
Surplus recognized during the year 668,714 351,813
Surplus realized on disposal during the year (55,392) (7,592)
Surplus on building transferred to fixed assets during the year (47,130) (5,864)
Transferred to unappropriated profit in respect of
incremental depreciation charged during the year
- net of deferred tax (3,440) (2,346)
Related deferred tax liability on incremental
depreciation charged during the year (1,852) (1,263)
At December 31 1,544,813 983,913
Less: related deferred tax liability on:
- revaluation as at January 01 (47,143) (25,712)
- revaluation recognized during the year (158,924) (25,066)
- surplus transferred to fixed assets during the year 16,496 2,052
- surplus realized on disposal during the year 3,868 320
- incremental depreciation charged during the year 1,852 1,263
13 (183,851) (47,143)
1,360,962 936,770
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2018 2017

Note Rupees in ‘000’
23. CONTINGENCIES AND COMMITMENTS
Guarantees 23.1 52,717,758 46,460,896
Commitments 23.2 91,698,462 88,212,961
Other contingent liabilities 23.3 1,464,824 162,772

145,881,044 134,836,629

23.1 Guarantees:

Financial guarantees 18,743,220 9,445,515
Performance guarantees 18,257,988 17,311,736
Other guarantees 15,716,550 19,703,645

52,717,758 46,460,896

23.2 Commitments:

Documentary credits and short-term
trade-related transactions

- letters of credit 44,621,896 45,477,822
Commitments in respect of:
- forward foreign exchange contracts 23.2.1 22,172,986 17,913,553
- forward lending 2322 14,747,883 16,356,114
- operating leases 23.2.3 9,937,311 8,240,421
Commitments for acquisition of:
- fixed assets 56,437 89,809
- intangible assets 161,949 135,242
91,698,462 88,212,961
23.2.1 Commitments in respect of forward
foreign exchange contracts
Purchase 13,420,469 10,067,323
Sale 8,752,517 7,846,230
22,172,986 17,913,553
23.2.2 Commitments in respect of forward lending
Undrawn formal standby facilities, credit lines
and other commitments to lend 23.2.2.1 14,747,883 16,356,114

23.2.2.1 These represent commitments that are irrevocable because they cannot be withdrawn at the
discretion of the Group without the risk of incurring significant penalty or expense. In addition, the
Group makes revocable commitments that do not attract any significant penalty or expense if the
facility is unilaterally withdrawn.
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2018 2017
Rupees in ‘000’

23.2.3 Commitments in respect of operating leases

Not later than one year 878,342 764,740

Later than one year and not later than five years 3,357,036 2,809,444

Later than five years 5,701,933 4,666,237
9,937,311 8,240,421

23.3 Other contingent liabilities 1,464,824 162,772

23.3.1 For the tax years 2010, 2011 & 2012 Income Tax Department has amended the assessment orders
on the issues of separate taxation of dividend income against which the Bank had filed appeals
before the Commissioner Inland Revenue Appeals (CIR(A)). CIR(A) provided relief to the Bank on
issue of separate taxation of dividend income. Now, the tax department has filed appeal against
the decision of CIR(A) with the Appellate Tribunal Inland Revenue (ATIR). The expected tax liability in
respect of aforesaid tax years amounts to Rs. 162,772 thousand. The management of the Bank, as
per the opinion of its tax consultant, is confident that the decision for the aforementioned tax years
will be decided in Bank’s favour.

23.3.2 For the tax years 2007 and 2013 to 2017, the Income Tax Department concluded proceedings
under section 161/205 and created a default of Rs. 298,984 thousand. The Bank has filed appeals
against the said orders with CIR (A) and ATIR. The expected tax liability for the said years amounts to
Rs. 298,984 thousand. However, the management of the Bank, as per opinion of its tax consultant,
is confident that the decision for the aforementioned tax years will be decided in Bank’s favour.

23.3.3 For the tax year 2017, the Income Tax Department amended the assessment order on account of
adjustment of minimum tax paid in earlier years by allowing Rs. 384,451 thousand against claim of
Rs. 1,387,519 thousand. The Bank has filed appeals against the said order of CIR (A) with ATIR.
However, the management of the Bank, as per opinion of its tax consultant, is confident that the
decision for the aforementioned tax years will be decided in Bank’s favour.

2018 2017
Note Rupees in ‘000’

23.4 Claims against the Bank not acknowledged as debts 23.4.1 57,300,059 28,621,942

23.4.1 The amounts involved in the claims filed against the Group are yet to be adjudicated by the concerned
Courts as the same have been filed as outburst to our recovery suits. Uptil now, in no case, any
claim has been adjudicated, determined or decreed by the Courts against the Group. Moreover,
there is no likelihood of decreeing the suits against the Bank because, the claims are frivolous.
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2018

2017

Note Rupees in ‘000’
24. MARK-UP /RETURN/INTEREST EARNED
a) On loans and advances 28,940,909 20,610,016
b) On investments:
Available for sale securities 13,826,666 11,758,908
Held for trading securities 2,007,688 1,454,106
Held to maturity securities 20,652 30,083
c) On lendings to financial institutions:
Securities purchased under resale agreements 1,498,792 281,488
Call lending 631,774 529,284
Letters of placement 3,488 1,884
d) On balances with banks 28,101 83,659
46,958,070 34,749,428
25. MARK-UP / RETURN / INTEREST EXPENSED
Deposits 23,550,468 17,075,289
Borrowings:
Securities sold under repurchase agreements 1,140,951 201,374
Call borrowings 1,132,925 1,297,018
SBP borrowing 401,719 217,384
Subordinated debts:
Mark-up on subordinated loan from GoPb 162,274 125,000
Mark-up on privately placed term finance certificates 459,031 178,642
26,837,368 19,094,707
26. FEE AND COMMISSION INCOME
Branch banking customer fees 567,779 505,088
Consumer finance related fees 238,323 221,377
Card related fees 372,759 340,705
Credit related fees 446,529 518,781
Branchless banking fees 1,935 557
Commission on trade 572,490 381,687
Commission on guarantees 273,908 335,320
Commission on cash management 154,651 64,184
Commission on remittances including home remittances 203,911 163,398
Commission on bancassurance 207,325 97,512
Commission on wheat financing 82,959 85,356
SMS banking income 143,548 103,855
3,266,117 2,817,820
27. GAIN ON SECURITIES - NET
Realized gain on sale of securities - net 271 31,508 1,316,155
Unrealized loss - held for trading 9.1 (8,741) 80
27,767 1,316,235
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2018

2017

Note Rupees in ‘000’
27.1 Realized gain on sale of securities - net:
Federal government (4,444) 1,293,803
Shares / units 37,150 22,352
Term finance certificates (1,198) -
31,508 1,316,155
28. OTHER INCOME - NET
Rent on property 4,937 8,171
(Loss) / gain on sale of fixed assets - net 4,785 2,403
Gain on sale of non banking assets - net 36,777 12,157
Compensation on tax refund 36,295 233,940
Notice pay on resignations 14,298 12,457
97,092 269,128
29. OPERATING EXPENSES
Total compensation expense 29.1 6,299,334 5,115,417
Property expense:
Rent and taxes 971,978 779,043
Insurance 13,529 10,617
Utilities cost 494,984 394,505
Security 7,642 8,061
Repair and maintenance including janitorial charges 28,130 15,901
Depreciation 496,574 442,602
2,012,837 1,650,729
Information technology expenses:
Software maintenance 199,717 92,781
Hardware maintenance 96,159 89,270
Depreciation 207,917 97,148
Amortization 70,925 26,197
Network charges 320,661 235,647
895,379 541,043
Other operating expenses:
Directors’ fees and allowances 4,425 4,160
Fees and allowances to shariah board 3,164 4,684
Legal and professional charges 152,343 61,629
Subscription charges 17,599 15,453
Outsourced staff services costs 36.1 241,494 296,297
Travelling and conveyance 476,375 356,412
NIFT clearing charges 49,899 48,208
Depreciation 272,181 249,573
Depreciation on non banking assets 65,918 86,535
Depreciation on ijarah assets 405,213 377,544
Training and development 15,687 8,861
Postage and courier charges 110,468 72,377
Stationery and printing 242,858 144,737
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2018 2017
Note Rupees in ‘000’

Marketing, advertisement and publicity 140,868 120,384
Auditors remuneration 29.2 12,634 9,555
Insurance 101,088 79,457
Deposit protection fee 159,680 -
Repair and maintenance 138,897 121,862
Entertainment expenses 90,567 81,659
Fuel for generator 94,795 90,338
Commission and brokerage 119,395 89,309
Bank charges 52,420 53,301
SMS banking charges 33,900 10,724
ATM charges including ATM maintenance charges 97,645 127,390
Cash remittance charges 190,182 149,295
Branch license fee 17,983 24,738
CNIC verification / ECIB charges 33,688 34,302
Warehouse and storage charges 1,504 4,395
Share registrar and share enlistment fee 4,661 3,035
Miscellaneous expenses 161,895 141,593
3,509,426 2,867,807

12,716,976 10,174,996

Total cost for the year included in other operating expenses relating to outsourced activities is
Rs. 667,703 thousand (2017: Rs 472,328 thousand). This expense represents payments made to

companies incorporated in Pakistan.

2018 2017
Note Rupees in ‘000’
29.1 Total compensation expense

Managerial remuneration:

Fixed 5,696,347 4,683,293

Variable cash bonus / awards etc. 7,524 3,076
Provision for gratuity 37.2.1 114,781 107,608
Provision for compensated absences 3794 10,457 9,860
Gratuity expense of key management personnel 41.4 100,403 -
Gratuity expense of key management personnel of subsidiary 670 -
Contribution to defined contribution plans 178,210 161,513
Rent & house maintenance 888 835
Utilities 150 1,055
Medical 318 840
Medical insurance 145,798 101,157
Conveyance 20,884 20,691
Liveries 17,339 20,454
Scholarship 5,561 5,015
Others 4 20
Grand Total 6,299,334 5,115,417
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2018

2017

Note Rupees in ‘000’
29.2 Auditors remuneration
Audit fee 3,045 2,500
Fee for half year review and other statutory certifications 7,270 4,945
Special certifications and sundry advisory services 1,260 1,260
Out of pocket expenses 1,059 850
12,634 9,555
30. OTHER CHARGES
Penalties imposed by SBP 53,565 43,003
31. PROVISIONS AND WRITE OFFS - NET
Provisions for diminution in value of investments 9.3.1 247,754 91,645
(Reversal) / provisions against advances 10.4 (2,149,258) 14,131,478
Provision against other assets - net 14.3.1 676,905 513,461
Bad debts written off directly 10.5.1 2,450 -
(1,222,149) 14,736,584
32. TAXATION
Current 32.1 2,672,397 2,274,233
Prior years 47,533 227,511
Deferred 1,930,736 (3,880,813)
4,650,666 (1,379,069)

32.1 This includes provision for super tax for the year in accordance with Income Tax Ordinance, 2001.

2018

2017

Rupees in ‘000’

32.2 Relationship between tax expense and
accounting profit

Accounting profit / (loss) before tax for the year 12,272,044 (4,696,145)
Tax on income @ 35% 4,295,215 (1,643,651)
Tax effect of permanent differences 18,748 15,051
Tax effect of super tax 273,470 253,668
Others 63,233 (4,137)
Tax charge for the year 4,650,666 (1,379,069)
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2018 2017

33. BASIC EARNINGS / (LOSS) PER SHARE
Profit / (loss) after tax for the year (Rs in ‘000’) attributable
to equyity holderts opf the parent 7,537,296 (3,383,805)
Weighted average number of ordinary shares (No.) 2,643,692,380 2,053,175,436
Basic earnings / (loss) per share (Rs) attributable
to equyity holderts opf the parent 2.85 (1.65)
34. DILUTED EARNINGS / (LOSS) PER SHARE
There is no dilution effect on basic earnings per share.
2018 2017
Rupees in ‘000’
35. CASH AND CASH EQUIVALENTS
Cash and balance with treasury banks 43,589,610 42,478,209
Balance with other banks 5,837,962 6,116,297
Call money lendings - 4,803,323
Overdrawn nostro accounts (210,763) (58,688)
49,216,809 53,339,141
2018 2017
Number
36. STAFF STRENGTH
Permanent 4,318 3,947
On bank contract 4,315 3,157
Daily wages 42 300
Bank’s own staff strength at the end of the year 8,675 7,404
36.1 In addition to the above, 766 (2017: 1,309) employees of outsourcing services companies were
assigned to the Bank as at the end of the year to perform services other than guarding and janitorial
services.
37. EMPLOYEE BENEFITS
37.1 Defined benefit plan - gratuity

The Bank operates a funded gratuity scheme for all its permanent employees. The benefits under
the scheme are payable on retirement / resignation which is equal to one month’s last drawn basic
salary for each year of eligible service or part thereof, with effect from January 01, 2008, subject to
minimum of five years of service. The Bank makes annual provision in these unconsolidated financial
statements for its liabilities on the basis of actuarial valuation.
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37.1.1 Number of employees under the scheme

The number of employees covered under the following defined benefit scheme are:

2018 2017
Number

- Eligible employees under gratuity scheme

4,275 3,921

37.1.2 Principal actuarial assumptions

The most recent valuation was carried out at December 31, 2018 using the “Projected Unit Credit
Method”. The principal assumptions used in the valuation were as follows:

2018 2017
Per annum
Discount rate 9.00% 8.25%
Expected rate of return on plan assets 9.00% 8.25%
Expected rate of salary increase 8.00% 7.25%
Average expected remaining working life (years) 8 9
2018 2017
Note Rupees in ‘000’
37.1.3 Reconciliation of payable to defined benefit plan
Present value of obligations 37.1.4 1,030,585 777,084
Fair value of plan assets 37.1.5 (760,528) (563,526)
Benefits payable 17,455 20,283
Payable to defined benefit plan 287,512 233,841
37.1.4 Movement in present value of
defined benefit obligations
Obligations at the beginning of the year 777,084 599,144
Current service cost 106,692 103,545
Interest cost 61,042 45,534
Benefits paid by the Bank (74,389) (59,943)
Re-measurement loss 160,156 88,804
Obligations at the end of the year 1,030,585 777,084
37.1.5 Movement in fair value of plan assets
Fair value at the beginning of the year 563,526 477,283
Interest income on plan assets 52,952 41,471
Contribution by the Bank - net 233,841 143,235
Benefits paid during the year (77,217) (61,035)
Return on plan assets excluding interest income (12,574) (37,428)
Fair value at the end of the year 760,528 563,526
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2018 2017

Note Rupees in ‘000’
37.1.6 Movement in (receivable) / payable
under defined benefit schemes
Opening balance 233,841 143,235
Charge for the year 37.2.1 114,781 107,608
Contribution by the Bank - net (233,841) (143,235)
Re-measurement loss recognized in other
comprehensive income during the year 37.2.2 172,731 126,233
Closing balance 287,512 233,841
37.2 Charge for defined benefit plans
37.2.1 Cost recognized in profit and loss
Current service cost 106,692 103,545
Net interest on defined benefit plan 8,089 4,063
114,781 107,608
37.2.2 Re-measurements recognized in other
comprehensive income during the year
Loss on obligation experience adjustment 160,156 88,804
Return on plan assets over interest income 12,575 37,429
Total re-measurement loss recognized in
other comprehensive income 172,731 126,233
37.3 Components of plan assets
Cash and cash equivalents - net 481,883 539,665
Shares / units 278,645 23,861
760,528 563,526
These assets are mostly contained in the form of cash and cash equivalents so there is no significant
risk associated with it. However, investments in shares/ units may be adversely affected by movement
in equity and interest rate markets.
37.4 Sensitivity analysis

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions
constant and calculating the impact on the present value of the defined benefit obligations. The
increase / (decrease) in the present value of defined benefit obligations as a result of change in
discount rate and salary growth is summarized below:

2018 2017
Rupees in ‘000’
1% increase in discount rate 950,479 697,803
1% decrease in discount rate 1,122,241 868,303
1 % increase in expected rate of salary increase 1,122,241 868,303
1 % decrease in expected rate of salary increase 949,079 696,414
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2018 2017
Rupees in ‘000’

37.5 Expected contributions to be paid to the
fund in the next financial year 287,512 233,841

37.6 Expected charge for the next financial year 170,223 114,781

37.7 Maturity profile

The weighted average duration of the obligation (in years) 7 8

37.8 Funding policy

There is no statutory minimum funding requirements. However, contributions to the scheme are
made on the basis of actuarial valuations carried in each year.

The Bank’s gratuity scheme is mainly subject to following risks:

Asset volatility The majority of the gratuity fund assets are invested in cash or cash-
equivalent. Therefore, there is insignificant investment risk to the
scheme due to fluctuation in interest rate environment or changes in
bond yields. Also, there is no liquidity investment risk to the scheme.
However, investments in shares/ units may be adversely affected by
movement in equity and interest rate markets.

Inflation risk Higher than expected growth in inflation may result in higher than
assumed salary increases which will lead to increase in liability.
However, assets of the scheme may not be at significant risk due to
changes in inflation rate.

Life expectancy / Actuarial valuation assumes heavy withdrawals for younger ages
Withdrawal rate but moderate withdrawal rates are used for older ages. Significant
withdrawals of employees having reasonable years of service would
cause large benefit payments. Consequently, deficit position of the
scheme would deteriorate further. However, availability of cash for
benefit payments will not be an issue due to the liquid nature of assets
of the Gratuity Fund.

37.9 Defined benefit plan - compensated absences

The Bank makes annual provision in these unconsolidated financial statements for its liabilities
towards vested compensated absences accumulated by its employees on the basis of actuarial
valuation. The employees of the Bank are entitled to take leave as Leave Preparatory to Retirement
(LPR) immediately before retirement. These leaves are subject to retirees’ un-utilized privilege leave
balance with an upper limit of 180 days. Alternatively, the retiree may receive a lump-sum cash
amount equal to 180 days basic salary at the time of retirement in lieu of LPR of 180 days. Privilege
leave accrues at the rate of 30 days per year. Moreover, any unutilized privilege leaves over 180 days
are ignored.
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37.9.1 Principal actuarial assumptions

The most recent valuation was carried out at December 31, 2018. The principal assumptions used
in the valuation were as follows:

2018 2017
Discount rate (%) 9.00% 8.25%
Expected rate of eligible salary increase in future years (%) 8.00% 7.25%

Average number of leaves accumulated per annum

by the employees (days) 20 17

2018 2017

Rupees in ‘000’

37.9.2 Present value of defined benefit obligation 102,294 93,523

37.9.3 Movement in payable to defined benefit plan:

Opening balance 93,523 91,181
Charge for the year 10,457 9,860
Benefit paid (1,686) (7,518)
Closing balance 102,294 93,523

37.9.4 Charge for defined benefit plan:

Current service cost 3,697 4,483
Interest cost 7,646 6,994
Actuarial gain recognized (886) (1,617)

10,457 9,860

37.9.5 Sensitivity analysis:

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions
constant and calculating the impact on the present value of the defined benefit plan. The increase
/ (decrease) in the present value of defined benefit plan as a result of change in discount rate and
salary growth is summarized below:

2018 2017
Rupees in ‘000’
Increase in discount rate by 1% 92,185 87,234
Decrease in discount rate by 1% 114,225 100,879
Increase in expected future increment in salary by 1% 114,225 100,879
Decrease in expected future increment in salary by 1% 92,012 87,124

37.9.6 Reconciliation of net liability recognized for compensated absences for the five years is as follows:

2018 2017 2016 2015 2014
Rupees in ‘000’

Opening net liability 93,523 91,181 228,742 223,672 209,961
Net charge for the year 8,771 2,342 (137,561) 5,070 13,711

102,294 93,523 91,181 228,742 223,672
Actuarial gain on obligation 886 1,617 162,677 29,003 33,037
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37.10 Defined contribution plan

The Group operates and approved provident fund scheme for all its permanent employees. Equal
monthly contributions are made by the Group and employees at the rate of 8.33% of basic salary.

38. COMPENSATION OF DIRECTORS AND EXECUTIVES

The aggregate amount charged in these Consolidated financial statements for remuneration,
including benefits to the Chairman, President/Chief Executive Officer, Directors and Executives of

the Bank was as follows:
Chairman President / Directors Executives
Chief Executive

2018 2017 2018* 2017 2018 2017 2018 2017

Rupees in ‘000’

Fees 725 475* - 3,700* 3,485* - -
Managerial remuneration - - 71,511 62,723 - 1,271,806 1,056,540
Bonus - - 42,263 34,501 - - 385,271 298,277
Rent and house maintenance - - 5,516 4,838 - - 493,341 409,799
Utilities - 14 4,969 4,359 - - 122,350 103,032
Medical 384 298 - - - 125,308 102,690
Other allowances 584 693 2,571 9,126 - - 156,618 143,615

1,693 1,480 126,830 115,547 3,700 3,485 2,554,694 2,113,953

Number of persons 1 1 1 1 8 10 1,289 1,110

* This represents fee paid to non-executive directors for attending the Board and its Committees
meetings.

** This represents compensation paid to Ex-President / CEO from January 01, 2018 to December
07, 2018.

Chairman, President / Chief Executive Officer and certain executives are provided with free use of
the Group’s maintained cars.

In addition to the above, contribution to defined contribution and benefit plans have been made in
accordance with the Group’s policy. Further, executives are entitled to certain additional benefits in
accordance with the Group’s policy.

For the purpose of this disclosure executive means officers, other than the chief executive and
directors, whose basic salary exceeds five hundred thousand rupees in the financial year.

39 FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on quoted
market price. Quoted securities classified as held to maturity are carried at cost. The fair value of
unquoted equity securities, other than investments in 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 assets, other liabilities, fixed term
deposits 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.
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39.1

In the opinion of the management, the fair value of the remaining financial assets and liabilities are
not significantly different from their carrying values since these are either short-term in nature or, in
the case of customer loans and deposits, are frequently reprised.

The Group measures fair vale 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 measurement using inputs other than quoted prices included within Level 1 that
are observable for the asset 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 on observable
market data (i.e. unobservable 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:

2018
Carrying Fair value
value Level 1 Level 2 Level 3 Total
Rupees in ‘000’

On balance sheet financial instruments
Financial assets measured at fair value:
Government securities 202,765,869 - 202,765,869 - 202,765,869
Shares 1,066,094 1,050,104 - 15,990 1,066,094
Non-Government debt securities 852,320 - 852,320 - 852,320
Foreign securities 4,019 - - 4,019 4,019
Financial assets disclosed but not

measured at fair value: - - - - -
Government securities 250,329 - 248,902 248,902
Non Financial assets measured at fair value:
Operating fixed assets (land & building) 5,912,918 - 5,912,918 5,912,918
Non banking assets acquired in satisfaction of claims 7,436,947 - 7,436,947 7,436,947
Financial liabilities measured at fair value:
Payable to gratuity fund 287,512 - 287,512 287,512
Provision for employees compensated absences 102,294 - 102,294 102,294
Off balance sheet financial instruments:
Forward purchase of foreign exchange contracts 13,823,439 - 13,823,439 13,823,439
Forward sale of foreign exchange contracts 9,009,056 - 9,009,056 9,009,056
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2017

Carrying Fair value
value Level 1 Level 2 Level 3 Total
Rupees in ‘000’
On balance sheet financial instruments
Financial assets measured at fair value :
Government securities 235,552,367 - 235,552,367 - 285,552,367
Shares 1,345,427 1,329,437 - 15,990 1,345,427
Non-Government debt securities 1,331,224 - 1,331,224 - 1,331,224
Foreign securities - - - - -
Financial assets disclosed but not measured at fair value:
Government securities 252,178 - 258,323 - 258,323
Non Financial assets measured at fair value:
Operating fixed assets (land & building) 5,356,732 - 5,356,732 - 5,356,732
Non banking assets acquired in satisfaction of claims 8,044,187 - 8,044,187 - 8,044,187
Financial liabilities measured at fair value:
Payable to gratuity fund 233,841 233,841 233,841
Provision for employees compensated absences 93,523 93,523 93,523
Off balance sheet financial instruments:
Forward purchase of foreign exchange contracts 10,273,009 - 10,273,009 - 10,273,009
Forward sale of foreign exchange contracts 7,952,649 - 7,952,649 - 7,952,649
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40. SEGMENT INFORMATION

40.1 Segment details with respect to business activities

2018
Wholesale Retail Consumer Treasury Islamic Others Total
& agri
Rupees in ‘000’

Profit & loss
Net mark-up / return / profit 22,764,648 717,948 3,706,863 16,742,842 2,874,347 151,422 46,958,070
Inter segment revenue - net (18,824,476) 33,223,387  (2,056,855) (13,621,479) (48,042) 1,327,465 -
Non mark-up / return / interest income 1,315,652 913,566 196,301 970,974 67,763 235,478 3,699,734
Total income 5,255,824 34,854,901 1,846,309 4,092,337 2,894,068 1,714,365 50,657,804
Segment direct expenses 2,486,027 30,298,206 527,107 2,547,627 2,289,116 1,459,826 39,607,909
Total expenses 2,486,027 30,298,206 527,107 2,547,627 2,289,116 1,459,826 39,607,909
Provisions (1,582,327) (562,796) (188,580) 247,754 156,631 707,169  (1,222,149)
Profit / (loss) before tax 4,352,124 5,119,491 1,507,782 1,296,956 448,321 (452,630) 12,272,044
Balance sheet
Cash & bank balances 7,362,336 22,778,391 - 14,890,671 4,396,174 - 49,427,572
Investments - net 1,299,368 - - 199,154,100 9,599,160 - 210,052,628
Net inter segment lending 498,991,218 49,898,663 548,889,881
Lendings to financial institutions - - - 22,093,153 5,350,000 - 27,443,153
Advances - performing 302,276,330 11,840,351 39,641,148 - 19,922,874 2,412,499 376,093,202

- non-performing - net 5,161,190 291,565 199,217 256,617 72,752 35,220 6,016,561
Others 11,302,445 1,793,055 1,398,214 987,735 2,039,876 28,161,972 45,683,297
Total assets 327,401,669 535,694,580 41,238,579 237,382,276 41,380,836 80,508,354 1,263,606,294
Borrowings 20,624,727 105,248 - 21,071,265 - - 41,801,240
Subordinated debts = = = = = 8,797,140 8,797,140
Deposits & other accounts 29,780,664 528,081,227 1,062,397 10,109 36,501,111 126,455 595,561,963
Net inter segment borrowing 305,080,375 - 28,190,518 214,631,140 987,848 - 548,889,881
Others 7,772,375 8,671,896 11,665,892 97,392 1,500,040 972,731 30,680,326
Total liabilities 363,258,141 536,858,371 40,918,807 235,809,906 38,988,999 9,896,326 1,225,730,550
Equity (35,856,472) (1,163,791) 319,772 1,672,370 2,391,837 70,612,028 37,875,744
Total equity & liabilities 327,401,669 535,694,580 41,238,579 237,382,276 41,380,836 80,508,354 1,263,606,294
Contingencies & commitments 108,446,058 10,482,058 - 22,172,986 3,096,732 1,683,210 145,881,044

2017
Wholesale Retail Consumer Treasury Islamic Others Total
& agri
Rupees in ‘000’

Profit & loss
Net mark-up / return / profit 15,069,060 784,276 3,543,384 13,228,185 1,916,611 207,912 34,749,429
Inter segment revenue - net (11,624,796) 23,578,415  (1,742,601)  (9,881,918) (32,596) (296,504) -
Non mark-up / return / interest income 1,150,658 898,688 174,042 1,913,338 61,755 363,296 4,561,778
Total income 4,594,922 25,261,379 1,974,826 5,259,605 1,945,771 274,704 39,311,207
Segment direct expenses 1,255,388 21,091,175 267,699 1,997,094 1,692,600 2,966,813 29,270,768
Total expenses 1,255,388 21,091,175 267,699 1,997,094 1,692,600 2,966,813 29,270,768
Provisions 11,852,608 2,199,045 (20,844) 91,163 62,497 552,115 14,736,584
Profit / (loss) before tax (8,513,074) 1,971,160 1,727,970 3,171,349 190,674  (3,244,224)  (4,696,145)
Balance sheet
Cash & Bank balances 5,795,340 18,956,894 - 18,808,429 4,762,844 270,999 48,594,506
Investments - net 1,696,992 - - 233,162,772 7,628,201 - 242,487,965
Net inter segment lending - 452,448,001 - - 127,446 54,170,422 506,745,869
Lendings to financial institutions - - - 14,313,850 9,857,000 - 24,170,850
Advances - performing 225,620,228 16,258,547 37,456,477 - 11,561,344 (873,035) 290,023,561

- non-performing 4,577,231 328,711 683,100 - 212,503 16,319 5,817,864
Others 13,010,205 1,274,802 952,776 1,290,090 792,913 29,484,004 46,804,790
Total assets 250,699,996 489,266,955 39,092,353 267,575,141 34,942,251 83,068,709 1,164,645,405
Borrowings 17,092,417 246,573 - 21,610,372 - - 38,949,362
Subordinated debts - - - - - 4,499,000 4,499,000
Deposits & other accounts 35,318,667 486,768,312 1,086,026 (79,174) 33,011,564 86,478 556,191,873
Net inter segment borrowing 234,441,975 - 26,484,782 245,819,112 - - 506,745,869
Others 10,238,037 5,834,505 10,225,006 871,061 458,422 792,392 28,419,423
Total liabilities 297,091,096 492,849,390 37,795,814 268,221,371 33,469,986 5,377,870 1,134,805,527
Equity (46,391,100)  (3,582,435) 1,296,539 (646,230) 1,472,265 77,690,839 29,839,878
Total equity & liabilities 250,699,996 489,266,955 39,092,353 267,575,141 34,942,251 83,068,709 1,164,645,405
Contingencies & commitments 101,647,570 4,018,738 - 17,913,553 2,628,525 8,628,243 134,836,629
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41. RELATED PARTY TRANSACTIONS

Related parties comprise subsidiary, key management personnel and entities in which key
management personnel are office holders / members. The Bank in the normal course of business
carries out transactions with various related parties on arm’s length basis. Amounts due from and
due to related parties are shown under receivables and payables. Remuneration of key management
personnel is disclosed in Note 38. In addition key management personnel are paid terminal and
short-term terminal benefits.

2018 2017
Key Employee Others Key Employee Others
management  funds management funds
personnel personnel
Rupees in ‘000 Rupees in ‘000

Advances
Opening balance 189,636 - - 121,393
Addition during the year 98,028 - - 150,219
Repaid during the year (77,218) = = (81,976)
Closing balance 210,446 - - 189,636
Provision held against advances
Advance rent = = 67,317 - - 53,166
Deposits and other accounts:
Opening balance 24,423 2,770,528 2,396 28,730 2,459,349 24,630
Received during the year 561,535 791,508 156,480 518,986 633,557 202,189
Withdrawn during the year (547,786) (1,163,647)  (151,123) (523,293) 322,378 224,423
Closing balance 38,172 2,398,389 7,753 24,423 2,770,528 2,396
Income:
Mark-up / return / interest earned 10,112 - - 8,085 -
Net gain on sale of fixed asset (Note 11.2.4) - - - - 6,505
Expense:
Mark-up / return / interest paid 965 169,425 146 578 147,814 100
Contribution to employee funds - - - 131,458 -

41.1 Balances pertaining to parties that were related at the beginning of the year but ceased to be so
related during any part of the current year are not reflected as part of the closing balance. The same
are accounted for through movement presented above.

41.2  The GoPb holds controlling interest (57.47% shareholding) in the Bank and therefore entities which
are owned and / or controlled by the GoPb, or where the GoPb may exercise significant influence,
are related parties of the Bank. The Bank in the ordinary course of business enters into transaction
with Government- related entities. Such transactions include lending to, deposits from and provision
of other banking services to Government-related entities.

As at Statement of Financial Position date the loans and advances, deposits and contingencies
relating to GoPb and its related entities amounted to Rs. 55,256,269 thousand (2017: Rs.
44,641,720 thousand), Rs. 306,110,933 thousand (2017: Rs. 289,679,475 thousand) and Rs.
30,682,028 thousand (2017: Rs. 25,792,141 thousand) respectively. Further, during the period,
the Bank has incurred markup expense of Rs. 152,274 thousand (2017: Rs. 125,000 thousand) on
subordinated debt of Rs. 2,000,000 thousand received from GoPb in year 2014.
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41.3

4.4

41.5

The Bank made contribution of Rs. 139,739 thousand (2017: Rs. 131,458 thousand) to employees
provident fund during the year.

During the year, the Bank has recorded Rs. 60,376 thousand and Rs. 40,027 thousand as gratuity
payable to Ex-President / CEO and Deputy Chief Executive Officer respectively.Further, PMSL has
recorded a provsion of Rs. 670 thousand as gratuity payable to its CEO.

Advances to employees as at December 31, 2018, other than key management personnel, amounts
to Rs. 3,914,070 thousand (2017: Rs. 2,713,342 thousand).

2018 2017
Rupees in ‘000’

42,

CAPITAL ADEQUACY, LEVERAGE RATIO &
LIQUIDITY REQUIREMENTS

Minimum Capital Requirement (MCR):

Paid-up capital (net of losses) 34,287,380 26,698,956
Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capital 28,672,062 19,933,855
Eligible Additional Tier 1 (ADT 1) Capital - 734
Total Eligible Tier 1 Capital 28,672,062 19,934,589
Eligible Tier 2 Capital 9,616,982 5,596,901
Total Eligible Capital (Tier 1 + Tier 2) 38,289,044 25,531,490
Risk Weighted Assets (RWAs):

Credit Risk 255,838,950 230,961,771
Market Risk 2,364,970 3,181,905
Operational Risk 36,075,151 29,822,807
Total 294,279,071 263,966,483
Common Equity Tier 1 Capital Adequacy ratio 9.74% 7.55%
Tier 1 CAR (%) 9.74% 7.55%
Total CAR (%) 13.01% 9.67%
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Capital adequacy framework

The Basel Framework for a capital adequacy is applicable to the Bank both at the consolidated level
(including the subsidiary) and on a standalone basis. The Bank’s policy is to maintain strong capital
base so as to maintain, investor, creditor and market confidence and to sustain future business
developments. The adequacy of the Bank’s capital is monitored using, among other measures,
the rules and ratios established by the SBP. The ratio compares the amount of eligible capital with
the total of risk-weighted assets. The Bank monitors and reports its capital ratios under SBP rules,
which ultimately determine the regulatory capital required to be maintained by Banks and DFls.

In addition, the SBP requires that the paid up capital of locally incorporated banks should be raised
to Rs. 10 billion by December 31, 2013 in a phased manner. The paid-up capital requirement (net
of losses) as at December 31, 2018 is Rs.10.0 billion.

The SBP requires that banks doing business in Pakistan should maintain regulatory capital for
credit, market, and operational risks, the amount of which should at least be equal to 10% plus
capital conservation buffer of 1.90% of the risk weighted assets of the Bank. The Group’s capital
adequacy ratio as at December 31, 2018 under Basel lll is 13.01%.

The capital adequacy ratio of the Bank was subject to Basel lll capital adequacy guidelines stipulated
by the SBP through its circular BPRD Circular No. 06 of 2013 dated August 15, 2013. These
instructions are effective from December 31, 2013 in a phased manner with full implementation
intended by December 31, 2019. Under Basel Ill guidelines banks are required to maintain the
following ratios on an ongoing basis.

Phase-in arrangement and full implementation of the minimum capital requirements:

As of

Year end
December

Sr. No.

Ratio 2013 2014 2015 2016 2017 2018 2019

CET1 5.00% | 5.50% | 6.00% | 6.00% | 6.00% | 6.00% 6.00%

ADT-1 1.50% | 1.50% | 1.50% | 1.50% | 1.50% | 1.50% 1.50%

Tier-1 6.50% | 7.00% | 7.50% | 7.50% | 7.50% | 7.50% 7.50%

Total capital 10.00% | 10.00%/| 10.00% | 10.00% | 10.00% | 10.00% 10.00%

CCB (consisting of CET1 only) | 0.00% | 0.00% | 0.25% | 0.65% | 1.275% | 1.90% 2.50%

o O~ W N

Total capital plus CCB 10.00% | 10.00%| 10.25% | 10.65% | 11.28% | 11.90% 12.50%

The SBP’s regulatory capital as managed by the Bank is analyzed into following tiers:

. Tier | capital (CET1), which comprises of highest quality capital element and include fully
paid up capital, share premium, reserve for bonus shares, general reserves and accumulated
losses.

. Additional Tier | capital (ADT-I), which includes instrument meeting the prescribed SBP
criteria e.g. perpetual non-cumulative preference shares and its premium after all regulatory
adjustments applicable on ADT-I.

The deductions from Tier 1 capital include mainly:

i) Book value of goodwill / intangibles;

ii) Shortfall in provision

iii) Deficit on revaluation of available for sale investments - AFS & fixed assets;
iv) Defined benefit pension fund asset
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v) Investment in own shares

vi) Reciprocal cross holdings in equity capital instruments of other banks, financial institutions
and insurance companies;

vii) Investment in mutual funds above a prescribed ceiling

viii) Threshold deductions applicable from 2014 on deferred tax assets and certain investments;
iX) 10% of investments in majority capital instruments or other financial subsidiaries not
consolidated in the statement of financial position during transition phase

. Tier Il capital, which includes subordinated debt / instruments and its premium, general
reserve for loan losses (up to a maximum of 1.25% of CRWA), net of tax revaluation reserves,
exchange translation reserves after all regulatory adjustments applicable on Tier-II.

The deductions from Tier 2 include mainly
i) Reciprocal cross holdings in other capital instruments of other banks, financial institution and
insurance companies;
i) 10% of investments in majority capital instruments or other financial subsidiaries not
consolidated in the statement of financial position, during transition phase.

The Bank calculates capital requirement as per regulatory framework, using the following

approaches:
Credit risk Standardized Approach
Market risk Standardized Approach

Operational risk Basic Indicator Approach

Basel-lll Framework enables a more risk-sensitive regulatory capital calculation to promote long
term viability of the Bank.

2018 2017
Rupees in ‘000’

42.2 Leverage Ratio (LR):

Eligible Tier-1 Capital 28,672,062 19,933,855
Total Exposures 852,478,531 781,533,564
LR (%) 3.36% 2.55%
42.3 Liquidity Coverage Ratio (LCR):
Total High Quiality Liquid Assets 272,221,864 285,713,249
Total Net Cash Outflow 203,539,146 214,101,572
LCR (%) 133.74% 133.45%
Net Stable Funding Ratio (NSFR):
Total Available Stable Funding 417,010,019 383,239,594
Total Required Stable Funding 371,740,462 300,969,211
NSFR (%) 112.18% 127.34%
42.4  The full disclosures on the capital adequacy, leverage ratio and liquidity requirements as per SBP

instructions issued from time to time are available on http://bop.com.pk.
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43. RISK MANAGEMENT

The Group has established market, credit, liquidity and operational risk appetite under the supervision
of Board of Directors, where the Group has already implemented new core business system and
web based obligor risk rating system. The Group has implemented a system of reporting risks and
exceptions on various frequencies to business groups, Asset and Liabilities Committee, Investment
Committee, Board Risk Management Committee and Board of Directors.

43.1 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge its obligations and
cause the other party to incur a financial loss. The Group manages its exposure to credit risk by
pursuing credit policy approved by the Board of Directors and undertaking all lending activities in
accordance with standard practices and procedures as laid down in the Credit Policy Manual. The
Group’s credit process currently entails assessment of credit worthiness of potential customers, pre-
sanction evaluation of credit proposal, adequacy and quality checks over collateral and examination
of charge documents before disbursements. The Group will also continue to keep its focus on
expansion through diversified exposure. Further, to strengthen the portfolio and as a matter of
prudence, adequate provisions against non-performing advances are accounted for in accordance
with the requirements of the Prudential Regulations issued by the SBP.

The Group’s risk management involves the identification, measurement, monitoring, mitigation and
controlling of risks to ensure that following primary objectives are adhered:

a. Individuals who take or manage risks clearly understand it in the entire credit value chain.

b. The Group’s risk exposure is within the risk appetite limits duly defined by the regulator or
established by Board of Directors.

c. Risk taking decisions are in line with business strategy and objectives set by the management.

d. Business decisions optimize the risk-reward trade-off.

e. Risk taking decisions are explicit and clear.

f. Sufficient capital as a buffer is available to take risk.

Further, assessment of following obligor risk rating factors are in place for effective risk
management:

Adjusted net worth, current ratio, net profit margin, adjusted leverage, relationship with the

Group, quality of financial reporting, ownership structure, account behavior, internal quality
and buyer / supplier concentration.
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43.1.1 Lendings to financial institutions

Credit risk by public / private sector

Gross lendings Non-performing lendings Provision held
2018 2017 2018 2017 2018 2017
Rupees in ‘000’

Public / Government - -
Private 27,443,153 24,170,850 - - - -

27,443,163 24,170,850 = - = -

43.1.2 Investment in non government
debt securities

Oil & gas 250,000 250,000 - - - -
Textile 582,301 582,301 582,301 582,301 582,301 582,301
Cement 20,000 20,000 20,000 20,000 20,000 20,000
Sugar 317,811 317,811 - - - -
Electronics and electrical appliances 284,855 501,148 27,862 27,862 27,862 27,862
Construction 47,387 47,387 47,387 47,387 47,387 47,387
Power (electricity), gas, water, sanitary 3,878,571 2,771,429 - - - -
Transport, storage and communication 34,852 53,430 6,986 6,986 6,986 6,986
Financial 364,858 1,054,587 34,408 34,408 34,408 34,408
Services 501,448 - - - - -
Fertilizer 1,837,405 1,943,976 1,517,679 1,517,679 1,517,679 1,517,679

8,119,488 7,542,069 2,236,623 2,236,623 2,236,623 2,236,623

Credit risk by public / private sector

Public/ Government 203,219,126 235,984,454 400 400 400 400
Private 10,266,690 9,749,939 3,392,701 3,144,947 3,392,701 3,144,947
213,485,816 245,734,393 3,393,101 3,145,347 3,393,101 3,145,347
Gross advances Non-performing advances Provision held
2018 2017 2018 2017 2018 2017

Rupees in ‘000’

43.1.3 Advances

Agriculture, forestry, hunting and fishing 12,137,030 7,982,413 979,463 1,241,412 903,024 1,083,988
Oil & gas 3,053,643 2,835,095 89,702 258,215 74,753 234,766
Textile 69,429,971 64,056,702 24,225,200 25,166,034 20,807,249 21,615,377
Chemical and pharmaceuticals 9,049,220 6,975,205 68,734 165,751 68,734 107,872
Cement 16,233,751 7,936,662 1,522,129 1,455,102 933,816 1,117,903
Sugar 14,035,366 13,827,944 1,171,500 1,168,346 1,144,701 1,168,346
Footwear and leather garments 733,435 536,773 517,610 514,959 200,115 397,192
Automobile and transportation equipment 2,664,113 2,359,729 2,078,025 2,092,251 2,012,317 2,026,543
Electronics and electrical appliances 5,067,299 3,077,379 105,264 229,373 75,784 1,115,106
Cable, electrical & engineering 7,162,896 6,390,003 1,839,829 1,836,933 1,835,208 915,913
Production & transmission of energy 27,470,799 15,517,124 1,562,787 1,549,640 1,655,016 1,549,640
Construction 7,684,052 8,317,498 1,450,980 1,715,512 1,287,928 1,598,666
Trading & commerce 51,102,780 28,631,669 6,939,448 6,640,045 6,283,841 6,279,691
Food & allied 8,910,941 8,181,893 3,034,783 2,765,718 2,733,790 2,427,574
Transport, storage and communication 4,484,181 5,567,254 195,567 243,674 163,407 160,552
Financial 519,615 687,552 315,517 314,692 315,515 314,692
Fertilizer 5,253,412 4,411,851 119,464 86,174 96,939 81,074
Services 12,224,142 12,008,070 1,017,584 1,191,730 999,325 1,113,138
Individuals 42,364,144 40,807,906 748,749 681,997 590,933 516,196
Government public sector enterprises 65,603,523 53,424,285 - - - -
Federal & provincial governments 42,543,716 31,568,349 - - - -
Others 18,494,023 17,013,017 1,798,216 2,130,560 1,681,595 2,118,436

426,222,052 342,109,373 49,780,551 51,438,118 43,763,990 45,842,6 65

Credit risk by public / private sector

Public/ Government 107,860,937 84,803,242 = - = -
Private 318,361,115 257,306,131 49,780,551 51,438,118 43,763,990 45,842,665
426,222,052 342,109,373 49,780,551 51,438,118 43,763,990 45,842,665
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2018

2017

Rupees in ‘000’

43.1.4 Contingencies and commitments

Textile and ginning 6,345,358 7,451,430
Cement 5,853,118 11,171,166
Sugar 1,046,522 88,720
Financial 34,160,855 23,360,093
Construction and real estate 12,290,435 13,227,494
Oil and gas 4,972,657 6,173,757
Auto and allied 811,305 655,509
Food and allied 2,530,882 1,985,961
Chemical and pharmaceuticals 1,462,319 1,491,963
Fertilizers 687,074 330,609
Cable, electrical and engineering 2,392,473 3,343,376
Production and transmission of energy 14,654,291 13,927,902
Transport, storage and communication 390,778 448,101
Government
- Public sector enterprises 26,458,474 18,123,887
- Federal and Provincial Government 12,431,667 14,612,653
Individuals 9,334,557 7,861,988
Trading and commerce 2,251,009 2,323,822
Services 345,822 203,401
Other 7,461,448 8,054,797
145,881,044 134,836,629
Credit risk by public / private sector
Public/ Government 38,890,141 38,890,141
Private 106,990,903 95,946,488
145,881,044 134,836,629
43.1.5 Concentration of advances

The bank top 10 exposures on the basis of total (funded and non-funded exposures) aggregated to

Rs. 171,650,837 thousand (2017: Rs. 134,015,695 thousand).

2018 2017
Rupees in ‘000’
Funded 143,474,249 101,265,637
Non Funded 28,176,588 32,750,058
Total Exposure 171,650,837 134,015,695

The sanctioned limits against these top 10 exposures aggregated to Rs. 197,377,856 thousand

(2017: Rs. 163,110,958 thousand).
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Total funded classified therein

2018 2017

Amount Provision Amount Provision
held held

Rupees in ‘000’

OAEM - - - -
Substandard - - - -
Doubtful 6,390,871 3,895,436 6,590,871 3,295,436
Loss - - - -
Total 6,390,871 3,895,436 6,590,871 3,295,436

For the purpose of this note, exposure means outstanding funded facilities and utilized non-funded
facilities as at the reporting date.

43.1.6 Advances - province / region-wise disbursement and utilization

2018
Disbursements Utilization
AJK
Punjab Sindh KPK Baluchistan Islamabad including

Province / Region including Gilgit-

FATA Baltistan

Rupees in ‘000’

Punjab 169,149,765 | 162,229,899 5,095,631 164,225 647,946 999,874 12,190
Sindh 71,345,255 704,500 | 70,273,794 366,958 = 3 =
KPK including FATA 1,621,655 12,350 - 1,509,305 - - -
Baluchistan = = = = = = =
Islamabad 16,108,150 348,428 - 2,321,141 -1| 13,438,581 -
AJK including Gilgit-Baltistan 5,443 4 = = = = 5,439
Total 258,130,268 163,295,181 75,369,425 4,361,629 647,946 14,438,458 17,629

2017

Disbursements Utilization
AJK
Punjab Sindh KPK Baluchistan Islamabad including

Province / Region including Gilgit-

FATA Baltistan

Rupees in ‘000’

Punjab 143,956,796 | 134,361,022 7,345,140 10,779 - 1,046,359 -
Sindh 36,222,363 725,838 | 35,396,525 100,000 - - -
KPK including FATA 3,587,081 - - 3,587,081 - - -
Baluchistan - - - - - - -
Islamabad 16,887,902 91,273 - 2,382,617 -1| 14,314,012 100,000
AJK including Gilgit-Baltistan 70,768 1 - - - - 70,767
Total 200,724,910 135,178,134 42,741,665 6,080,477 - 15,360,371  170,767.00
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43.1.7 Credit risk - general disclosures

The Group follows the standardized approach for its credit risk exposures, which sets out fixed risk
weights corresponding to external credit rating or type of exposure, whichever is applicable.

Under standardized approach, the capital requirement is based on the credit rating assigned to the
counterparties by the External Credit Assessment Institutions (ECAIs) duly recognized by SBP for
capital adequacy purposes. Group utilizes, wherever available, the credit ratings assigned by the
SBP recognized ECAIs, viz. PACRA (Pakistan Credit Rating Agency), JCR-VIS (Japan Credit Rating
Company — Vital Information Systems), Fitch Moody’s and Standard & Poors . Credit rating data for
advances is obtained from recognized ECAIls and then mapped to SBP’s rating grades.

Type of exposures & ECAIls used

Exposures JCR-VIS PACRA S&P Moody’s | Fitch
Corporate J J

Banks J J J J J
Sovereigns J

PSEs J J

SMEs J J

Mapping to SBP rating grades

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

Long term ratings grades mapping

SBP rating grade Fitch Moody’s | S&P | PACRA |JCR-VIS | ECA Scores
1 AAA Aaa AAA AAA AAA 0
AA+ Aal AA+ AA+ AA+ 1
AA Aa2 AA AA AA
AA- Aa3 AA- AA- AA-
2 A+ A1 A+ A+ A+ 2
A A2 A A A
A- A3 A- A- A-
3 BBB+ Baa1 BBB+ BBB+ BBB+ 3
BBB Baa? BBB BBB BBB
BBB- Baa3 BBB- BBB- BBB-
4 BB+ Ba1 BB+ BB+ BB+ 4
BB Ba2 BB BB BB
BB- Ba3 BB- BB- BB-
5 B+ B1 B+ B+ B+ 5
B B2 B B B 6
B- B3 B- B- B-
6 CCC+ Caaf CCC+ CCC+ CCC+ 7
and below | and below | and below| and below | and below
Short term rating grades mapping
SBP rating grade Fitch Moody’s | S &P PACRA |JCR-VIS
S1 F1 P-1 A-1+ A-1+ A-1+
S1 F1 P-1 A-1 A-1 A-1
S2 F2 pP-2 A-2 A-2 A-2
S3 F3 P-3 A-3 A-3 A-3
S4 Others Others Others | Others | Others
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Credit exposures subject to standardized approach

2018 2017
. Amount Deduction Net Amount Deduction Net
Exposures Ratin . )
P o outstanding CRM amount | outstanding CRM amount
Rupees in ‘000
Corporate 1 36,639,351 | (11,989,689) | 24,649,662 14,901,614 (6,422,459) 8,479,155
2 59,171,775 (424,547) | 58,747,228 32,431,841 (5653,644) 31,878,197
3,4 10,985,907 - | 10,985,907 1,343,893 (600) 1,343,293
5,6 - - - - - -
Unrated-125%| 66,332,367 | (22,361,098) | 43,971,269 44,064,831| (14,382,719) 29,682,112
Unrated-100%| 45,225,278 (1,070,380) | 44,154,898 63,302,099 (2,309,411) 60,992,688
Bank 1 41,222,542 | (17,422,279) | 23,800,263 35,626,748 (5,148,215) 30,478,533
2,3 - - - - - -
4,5 90,185 - 90,185 807,143 (495,090) 312,053
6 - - - - - -
Unrated - - - - - -
Public sector enterprises 1 15,451,040 - | 15,451,040 13,633,719 - 13,633,719
in Pakistan 2,3 - - - - -
4,5 - - - - - -
6 - - - - - -
Unrated 50,180,349 | (49,330,975) 849,374 39,837,010| (39,499,409 337,601
Sovereigns and on Government 0 251,343,496 | (39,150,264) | 212,193,232 | 267,522,258 (31,007,716 236,514,542
of Pakistan or Provisional 1 - - - - - -
Government or SBP or Cash 2 - - - - - -
3 - - - - -
4,5 36,318 - 36,318 67,941 - 67,941
6 - - - - - -
Unrated - - - - - -
Listed equity investments 100% 320,393 - 320,393 670,942 - 670,942
Un-listed equity investments 150% 15,990 - 15,990 15,990 - 15,990
Non performing loans 150% 1,274,139 - 1,274,139 949,788 - 949,788
100% 1,843,634 - 1,843,634 4,128,288 - 4,128,288
50% 2,736,868 - 2,736,868 314,506 - 314,506
Mortgage 35% 3,202,861 - 3,202,861 2,203,203 - 2,208,203
Retail 75% 57,175,835 | (12,702,477) | 44,473,358 55,904,433 (6,928,970) 48,975,463
Fixed assets 100% 8,793,191 - 8,793,191 7,894,571 - 7,894,571
Deferred tax assets 100% - - - 2,046,300 - 2,046,300
Deferred tax assets 250% 3,286,288 - 3,286,288 2,601,076 - 2,601,076
Significant investments 250% - - - -
Others 100% 27,965,015 (2,141,878) | 25,823,137 19,295,379 - 19,295,379
Total 683,292,822 | (156,593,587) | 526,699,235| 609,563,573 (106,748,233) 502,815,340

43.1.8 Credit risk: Disclosures with respect to credit risk mitigation for standardized approach

The Group has adopted comprehensive approach of credit risk mitigation for banking book.
Under this approach cash, lien on deposits, government securities, and eligible securities etc. are
consolidated as eligible collateral. Where the Bank’s exposure to an obligor is secured by eligible
collaterals, the Group reduces its exposure for the calculation of the capital requirement by the
realizable amount of the collateral, adjusted for any applicable haircuts.

43.1.8.1 Credit risk: Disclosures for portfolio subject to the standardized approach
No credit risk mitigation benefit is taken in the trading book. For each asset class, the risk weights

as specified by the SBP or corresponding to the SBP rating grades are applied to the net amount
for the calculation of risk weighted assets.
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43.1.8.2 Equity position risk in the banking book

The Group takes proprietary equity positions for both short term and long term trading purposes.
As of December 31, 2018 the composition of equity investments, is as follows:

Held for Available Total
trading for sale
Rs. In ‘000’
Ordinary shares (listed) - net of impairment held 10,781 1,021,009 1,031,790
Ordinary shares (un-listed) - net of impairment held - 34,304 34,304
Preference shares - net of impairment held - 81,358 81,358
Total 10,781 1,136,671 1,147,452

The Group classify its equity investment portfolio in accordance with the directives of the SBP as
follows:

Investments — Held for trading
Investments — Available for Sale
Investments in subsidiaries

43.2 Market risk

Market risk is the risk that the value of ‘on’ or ‘off’ balance sheet positions will be adversely affected
by movements in equity and interest rate markets, foreign exchange rates and equity position risk.

Interest rate risk is risk to the earnings or market value of a portfolio due to uncertain future interest
rates. Interest rate risks can be categorized in different ways, and there is usually some overlap
between categories. Interest rate risk can be categorized into the following components:

a. Repricing or maturity mismatch risk or yield curve risk
b. Basis risk

c. Options risk

d. Price risk

Equity price risk is the risk that the value of a security or portfolio of securities will decline in the
future. It is risk to earnings or capital that results from adverse changes in the value of equity related
portfolios of a financial institution.

Foreign exchange risk is the exposure of an institution to the potential impact of movements in
foreign exchange rates. The risk is that adverse fluctuations in exchange rates may result in a loss
to the institution.

Foreign exchange risk arises from two factors: currency mismatches in an institution’s assets and
liabilities (both on- and off-balance sheet) that are not subject to a fixed exchange rate, and currency
cash flow mismatches. Such risk continues until the foreign exchange position is covered.

The Group’s market risk management structure consists of Board Risk Management Committee,
Assets and Liabilities Committee, Market Risk Management Committee and independent Enterprise
Risk Management unit (ERM). Market risk is an independent risk management function that works
in close partnership with the business segments to identify and monitor market risks throughout the
Group and to define market risk policies and procedures. ERM unit seeks to facilitate efficient risk/
return decisions, reduce volatility in operating performance and provide transparency in reporting
the Group’s market risk profile to the senior management, the Board of Directors and the SBP.
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The Group is using following techniques for mitigation of market risk:

-Hedging the open positions i.e. taking offsetting positions

-Portfolio diversification
-Limits setting, monitoring and reporti

ng

The Group is using following techniques for measurement of market risk and all the reports along
with suggestive strategies which are escalated to senior management for their review and corrective

actions:

¢ Daily mark to market revaluation of equity, foreign exchange and bonds portfolio
e Estimated value at risk on equity and foreign exchange exposures.

¢ Interest rate gap analysis

¢ Duration analysis

e Stress testing of market risk exposu
e Scenarios based analysis

res.

43.2.1 Balance sheet split by trading and banking books
2018 2017
Banking Trading Total Banking Trading Total
book book book book
Rupees in ‘000’
Cash and balances with

treasury banks 43,589,610 - 43,589,610 42,478,209 - 42,478,209
Balances with other banks 5,837,962 - 5,837,962 6,116,297 - 6,116,297
Lendings to financial institutions 27,443,153 - 27,443,153 24,170,850 - 24,170,850
Investments 183,939,423 26,113,205 210,052,628 206,919,775 35,568,190 242,487,965
Advances 382,109,763 - 382,109,763 295,841,425 - 295,841,425
Fixed assets 8,793,191 - 8,793,191 7,894,571 - 7,894,571
Intangible assets 897,990 = 897,990 638,462 - 638,462
Deferred tax assets 8,027,104 - 8,027,104 10,786,284 - 10,786,284
Other assets 27,965,012 - 27,965,012 27,485,473 - 27,485,473
688,603,208 26,113,205 714,716,413 622,331,346 35,568,190 657,899,536

43.2.2 Foreign exchange risk

The Group’s foreign exchange exposure comprises of forward contracts, purchases of foreign
bills, foreign currency cash in hand, balances with banks abroad, foreign currency placements with
foreign commercial banks and foreign currency deposits. The Group manages its foreign exchange
exposure by matching foreign currency assets and liabilities. Foreign exchange exposure and
nostro balances are managed within the statutory limits, as fixed by SBP. Counter parties limits are
also fixed to limit risk concentration. Market risk charge calculates on FEEL and forward contracts
(interest rate) and credit risk charge manage by Group on all forward contracts.

2018 2017
Foreign Foreign Off-balance Net Foreign Foreign  Off-balance Net

currency currency sheet  foreign currency currency sheet foreign

assets liabilities items  currency assets liabilities items currency
exposure exposure

Rupees in ‘000 Rupees in ‘000

United States Dollar 2,362,917 6,138,839 2,709,608 (1,066,313) 2,762,879 4,778,853 668,696 (1,347,278)
Great Britain Pound Sterling 901,919 2,546,288 1,623,063  (21,306) 516,096 1,255,465 723,049 (16,320)
Euro 552,558 995,396 252,015 (190,823) 272,382 1,314,550 868,434 (173,734)
Japanese Yen - 1,185 - (1,185) 10,810 922 - 9,888
Other currencies 148,454 82,471 83,266 149,247 102,721 220  (39,086) 63,415
3,965,848 9,764,179 4,667,952 (1,130,380) 3,664,888 7,350,010 2,221,093 (1,464,029)
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2018 2017

Banking Trading Banking Trading
book book book book

Rupees in ‘000’

Impact of 1% change in foreign exchange rates on
- Profit and loss account - 4,072) - (16,106)
- Other comprehensive income - - - -

43.2.3 Equity position risk

The risk arising from taking long or short positions, in the trading book, in the equities and all
instruments that exhibit market behavior similar to equities. The Group’s strategy is to invest in
equity securities for increase in dividend income and capital gains through market volatility.

2018 2017

Banking Trading Banking Trading
book book book book

Rupees in ‘000’

Impact of 5% change in equity prices on
- Profit and loss account - (62,606) - (72,588)
- Other comprehensive income - - - -

43.2.4 Yield / Interest Rate Risk in the Banking Book (IRRBB)-Basel Il specific

Interest rate risk is the potential that the value of the on-balance sheet and the off-balance sheet
positions of the Group would be negatively affected with the change in the market interest rates.
The vulnerability of the Group towards the adverse movements of the interest rate can be gauged
by using duration GAP analysis.

Interest rate risk in the banking book is the risk to interest income arising from a mismatch between
the duration of assets and liabilities that arises in the normal course of business activities. The
banking book activities that give rise to interest rate risk include lending activities, balance sheet
funding and capital management. Interest rate risk in banking book can be measured by both,
changes in net interest income and changes in market value of interest bearing AFS investments.
This also refers to the non-trading market risk. To adjust the effective rate sensitivity, the Group is
using following strategies after proper analysis of the Group’s gaps and prevailing interest rate:

¢ Reduced asset sensitivity
¢ Increased asset sensitivity
¢ Reduced liability sensitivity
¢ Increased liability sensitivity

The Group’s interest rate risk management policy includes following techniques to mitigate potential risks:

a) Monitoring and management of interest rate volatility in terms of percentage change in net
income through interest sensitive gaps.

b)  Key consideration in investing in interest rate driven financial instruments.

c)  Managing volatility in the trading on category / instrument wise basis.

2018 2017

Banking Trading Banking Trading
book book book book

Rupees in ‘000’

Impact of 1% change in interest rates on
- Profit and loss account 1,277,000 261,000 1,384,000 335,629
- Other comprehensive income - - - -
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Reconciliation of financial assets and liabilities with total assets and liabilities:

2018 2017
Rupees in ‘000’

Financial assets 683,794,053 626,956,300
Non financial assets:
Fixed assets 8,793,191 7,894,571
Intangibles 897,990 638,462
Deferred tax assets - net 8,027,104 10,786,284
Other assets 13,204,079 11,623,919

30,922,364 30943236
Total assets as per statement of financial position 714,716,417 657,899,536
Financial liabilities 675,733,598 627,997,475
Non financial liabilities:
Other liabilities 1,107,071 62,183
Total liabilities as per statement of financial position 676,340,669 628,059,658

43.3 Operational risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people
and system or from external events. The Group cannot expect to eliminate all operational risks, but
through a control framework and by monitoring and responding to potential risks, the Bank is able to
manage operational risk. Controls include effective segregation of duties, access, authorization and
reconciliation procedures, staff education and appraisal procedures, including the use of internal
audit. The Bank has established a comprehensive business continuity plan to deal with the risk of
financial loss and damage to reputation arising from operational risk factors.

The Bank uses Risk Control Self Assessment and monitoring of Key Risk Indicators to mitigate
operational losses. The Group’s operational risk management framework, as laid down in the
operational risk policy, duly approved by Board of Directors, is flexible enough to implement in
stages and permits the overall risk management approach to evolve in the light of organizational
learning and the future needs of the Group. Operational loss events are reviewed and appropriate
corrective actions taken on an ongoing basis, including measures to improve control procedures
with respect to design and operative effectiveness.

In accordance with the operational risk policy and framework, a database covering losses, control
breaches and near misses is being maintained. Major risk events are analyzed from the control
breach perspective and mitigating controls are assessed on design and operating effectiveness.
quarterly updates on operational risk events are presented to senior management and the Board
Risk Management Committee (BRMC).
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43.3.1 Operational risk disclosures Basel-ll specific

Currently, the Group is reporting operational risk capital charge under Basic Indicator Approach
(BIA). However, the Group took a number of initiatives with respect to operational risk management.
The Group will initiate further steps for improvement in operational risk management to adopt next
approach of capital charge i.e. Alternative Standardized Approach (ASA).

43.4 Liquidity risk

Liquidity risk is the potential for loss to an institution arising from either its inability to meet its
obligations or to fund increase in assets as they fall due without incurring unacceptable cost or
losses. The Bank’s ALCO is primarily responsible to ensure adequate maintenance and monitoring
of liquidity and minimization of liquidity risk. The Group manages its liquidity risk by continuous
monitoring of the maturity profiles of its assets and liabilities, strengthening of its credit recovery
procedures by focusing on retail and medium-sized customers and managing open positions
through effective treasury operations. Allocation of funds towards various business prepositions
and pricing of assets and liabilities of the Group are given significant importance.

The Group is using following strategies for mitigation of liquidity risk:

¢ |nvest key liquid deposit providers in liquid investment.

¢ Contingency funding plan

¢ Monitoring of advances to deposits ratio.

¢ Diversification of portfolio

¢ Maintaining desirable level of currency wise liquidity

¢ |dentify situations or events that may trigger a crisis situation in terms of liquidity
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44. NON ADJUSTING EVENTS AFTER THE BALANCE SHEET DATE

The Board of Directors of the Bank in its meeting held on March 04, 2019 has proposed a cash
dividend of 7.50 percent (2017: Nil). These appropriations will be approved in the forthcoming Annual
General Meeting. These consolidated financial statements for the year ended December 31, 2018 do not
include the effect of these appropriations which will be accounted for in the consolidated financial
statements for the year ending December 31, 2019.

45. DATE OF AUTHORIZATION FOR ISSUE

These consolidated financial statements were authorized for issue on March 04, 2019 by the Board
of Directors of the Bank.

46 GENERAL

46.1 These consolidated financial statements have been prepared in accordance with the revised forms
of annual financial statements of commercial banks issued by SBP vide BPRD Circular No. 02 dated
January 25, 2018 and other circulars issued from time to time.

46.2  Figures have been rounded off to the nearest thousand rupees.

46.3 Corresponding figures have been re-arranged and re-classified wherever necessary, for the purpose
of comparison. However no significant reclassification has been made except for the following:

Re-classified from Re-classified to Rupees in ‘000
SBP refinance Mark-up / return / interest earned  Mark-up / return / interest expensed 217,384
Non Mark-up / interest income  Other income Fee and commission income 1,680,402
Chief Financial Officer President Chairman Director Director
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ISLAMIC BANKING BUSINESS Annexure Il

The Bank has started Islamic banking operations in the year 2013. As at close of the December 31, 2018,
The Bank is operating 72 Islamic banking branches and 02 sub Islamic banking branches (2017: 64
Islamic banking branches and 02 sub Islamic banking branches).

STATEMENT OF
FINANCIAL POSITION

As at December 31, 2018 2018 2017
Note Rupees in ‘000’
ASSETS
Cash and balances with treasury banks 2,753,286 2,543,172
Balances with other banks 1,642,888 2,219,672
Due from financial institutions 1 5,350,000 9,857,000
Investments - net 2 9,599,160 7,628,201
Islamic financing and related assets - net 3 19,995,626 11,773,847
Fixed assets 309,063 288,794
Intangible assets - -
Due from head office - 127,446
Other assets 1,730,813 504,119
Total assets 41,380,836 34,942,251
LIABILITIES
Bills payable 209,762 188,315
Due to financial institutions = -
Deposits and other accounts 4 36,501,111 33,011,564
Due to head office 187,187 -
Subordinated debt = -
Other liabilities 2,085,897 270,107
38,983,957 33,469,986
NET ASSETS 2,396,879 1,472,265
REPRESENTED BY
Islamic banking fund 1,500,000 1,000,000
Reserves 7,313 1,959
Surplus on revaluation of assets 20,372 49,433
Unappropriated profit 5 869,194 420,873
2,396,879 1,472,265
CONTINGENCIES AND COMMITMENTS 6
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ISLAMIC BANKING BUSINESS
PROFIT AND LOSS ACCOUNT

For the year ended December 31, 2018

Annexure Il

2018 2017
Note Rupees in ‘000’
Profit / return earned 7 2,874,347 1,916,611
Profit / return expensed 8 1,075,232 695,716
Net Profit / return 1,799,115 1,220,895
Fee and commission income 68,172 61,546
Dividend income - -
Foreign exchange income (402) 222
Income / (loss) from derivatives - -
Gain / (loss) on securities - -
Other income (7) (13)
67,763 61,755
Total income 1,866,878 1,282,650
Other expenses
Operating expenses 1,260,634 1,029,480
Workers welfare fund - -
Other charges 1,292 -
1,261,926 1,029,480
Profit before provisions 604,952 253,170
Provisions and write offs - net 156,631 62,497
Profit before taxation 448,321 190,673
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ISLAMIC BANKING BUSINESS
CASH FLOW STATEMENT

For the year ended December 31, 2018

2018

Annexure Il

2017

Rupees in ‘000’

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation 448,321 190,673
Less: dividend income = -
448,321 190,673
Adjustments for:
Depreciation / amortization - own assets 90,961 75,578
Depreciation on ijarah assets under IFAS - 2 359,585 339,052
Amortization of premium on government securities 27,406 17,592
Provision against non-performing islamic financing & r
elated services - net 156,631 62,497
634,583 494,719
1,082,904 685,392
(Increase) / decrease in operating assets:
Lendings to financial institutions 4,507,000 (4,757,000)
Advances - net (8,737,995) (3,238,647)
Others assets - net (1,099,248) (279,771)
(5,330,243) (8,275,418)
Increase / (decrease) in operating liabilities:
Bills payable 21,447 (39,385)
Deposits and other accounts 3,489,547 11,165,450
Other liabilities 2,008,331 (575,416)
5,519,325 10,550,649
1,271,986 2,960,623
Payments of provision against off-balance sheet obligations
Income tax paid - -
Net cash flow from operating activities 1,271,986 2,960,623
CASH FLOWS FROM INVESTING ACTIVITIES
Net investments in available for sale securities (2,027,426) (2,163,345)
Investments in operating fixed assets (111,230) (92,365)
Net cash used in investing activities (2,138,656) (2,255,710)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in Islamic banking fund 500,000 -
Net cash flow from financing activities 500,000 -
Net (decrease) / increase in cash and cash equivalents (366,670) 704,913
Cash and cash equivalents at beginning of the year 4,762,844 4,057,931
Cash and cash equivalents at end of the year 4,396,174 4,762,844
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Notes to the Annexure Il Annexure Il

1. DUE FROM FINANCIAL INSTITUTIONS

2018 2017
In local In foreign Total In local In foreign Total
currency currencies currency currencies

Rupees in ‘000’

Unsecured 5,350,000 - 5,350,000 9,090,000 - 9,090,000
Bai muajjal receiveable from SBP - - - 767,000 - 767,000
5,350,000 = 5,350,000 9,857,000 - 9,857,000
2. INVESTMENTS BY SEGMENTS
2018 2017
Cost / Provision Surplus Carrying Cost / Provision Surplus Carrying
Amortised for / (Deficit) value Amortised for / (Deficit) value
cost diminution cost diminution
Rupees in ‘000’
Federal government securities:
- liarah sukuks 2,623,602 = (32,086) 2,591,616 5,031,226 - (3,025) 5,028,201
- Sale of sukuk- bai muajjal 2,756,196 = = 2,756,196 - - - -
5,379,798 = (32,086) 5,347,712 5,031,226 - (3,025) 5,028,201
Non government debt securities
- Unlisted 4,251,448 = = 4,251,448 2,600,000 - - 2,600,000
Total investments 9,631,246 = (32,086) 9,599,160 7,631,226 - (3,025) 7,628,201
2018 2017
Note Rupees in ‘000’
3. ISLAMIC FINANCING AND RELATED ASSETS
ljarah 3.1 552,920 848,684
Murabaha 3.2 1,004,602 1,015,160
Musharaka 8,340,625 2,074,000
Diminishing musharaka 7,630,222 5,235,730
Istisna 2,686,385 2,662,770
Gross islamic financing and related assets 20,214,754 11,836,344
Less: provision against islamic financings
- Specific 219,128 62,497
- General - -
219,128 62,497
Islamic financing and related assets - net of provision 19,995,626 11,773,847
3.1 ljarah
2018
Cost Depreciation Book value
As at Jan Additions Deletion/ AsatDec AsatJan Deletion/  Charge for AsatDec as atDec
01, 2018 adjustment 31, 2018 01, 2018 adjustment the year 31, 2018 31, 2018
Rupees in ‘000’
Plant and machinery 46,524 78,891 = 125,415 7,847 = 18,923 26,770 98,645
Vehicles 392,823 190,065 (213,955) 368,933 177,484 (8,820) 51,386 220,050 148,883
Equipment 762,428 = 762,428 167,760 = 289,276 457,036 305,392
Total 1,201,775 268,956 (213,955) 1,256,776 363,091 (8,820) 359,685 703,856 562,920
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2017
Cost Depreciation Book value
As at Jan Additions Deleton/  AsatDec  AsatJan Deletion / Charge for ~ As at Dec as at Dec
01,2017 adjustment 31, 2017 01,2017 adjustment the year 31,2017 31,2017

Rupees in ‘000

Plant and machinery 12,810 33,714 - 46,524 - 7,847 7,847 38,677
Vehicles 255,008 138,834 (1,019) 392,823 115,116 (131) 62,499 177,484 215,339
Equipment 411,966 499,002 (148,540) 762,428 47,595 (148,540) 268,705 167,760 594,668
Total 679,784 671,550 (149,5659) 1,201,775 162,711 (148,671) 339,051 353,091 848,684
3.1.1  Future ijarah payments receivable
2018 2017
Not later Later than Over Not later Later than Over
than 1 1& five Total than 1 one & five Total
year less than years year less than years
5 years 5 years
Rupees in ‘000’ Rupees in ‘000’
ljarah rental receivables 214,512 338,408 - 552,920 279,576 569,108 - 848,684
2018 2017
Note Rupees in ‘000’
3.2 Murabaha
Murabaha financing 3.2.1 923,757 737,997
Advances for murabaha 80,845 277,163
1,004,602 1,015,160
3.2.1 Murabaha receivable - gross 3.2.2 968,565 994,048
Less: Deferred murabaha income 3.24 25,772 11,355
Profit receivable shown in other assets 19,036 244,696
Murabaha financings 923,757 737,997
3.2.2 The movement in murabaha financing during the
year is as follows:
Opening balance 994,048 940,866
Sales during the year 2,503,463 2,152,710
Adjusted during the year 2,528,946 2,099,528
Closing balance 968,565 994,048
3.2.3 Murabaha sale price 1,315,985 994,048
Murabaha purchase price 350,119 737,997
965,866 256,051
3.2.4 Deferred murabaha income
Opening balance 11,355 9,939
Arising during the year 79,379 49,321
Less: recognised during the year 64,962 47,905
Closing balance 25,772 11,355
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4. DEPOSITS AND OTHER ACCOUNTS

2018 2017
In local In foreign Total In local In foreign Total
currency currencies currency currencies

Rupees in ‘000’

Customers
Current deposits 8,829,253 119,378 8,948,631 8,091,108 170,587 8,261,695
Savings deposits 26,557,886 7,704 26,565,590 23,927,996 - 23,927,996
Term deposits 771,556 - 771,556 726,746 - 726,746
36,158,695 127,082 36,285,777 32,745,850 170,587 32,916,437
Financial institutions
Current deposits 100,024 - 100,024 5,305 - 5,305
Savings deposits 115,310 - 115,310 89,822 - 89,822
Term deposits - - - - - -
215,334 - 215,334 95,127 - 95,127
36,374,029 127,082 36,501,111 32,840,977 170,687 33,011,564
2018 2017

Rupees in ‘000’

4.1 Composition of deposits

- Individuals 11,579,075 10,040,841
- Government / public sector entities 18,155,538 16,937,205
- Banking companies 215,334 52,114
- Non-banking financial institutions 39,589 43,013
- Private sector 6,511,575 5,938,391

36,501,111 33,011,564

4.2 This includes deposits eligible to be covered under insurance arrangements of Deposit Protection
Corporation amounting to Rs. 15,527,082 thousand (2017: 13,467,283 thousand).

2018 2017
Rupees in ‘000’
5. ISLAMIC BANKING BUSINESS UNAPPROPRIATED PROFIT
Opening balance 420,873 230,200
Add: Islamic banking profit for the period 448,321 190,673
Closing balance 869,194 420,873

6. CONTINGENCIES AND COMMITMENTS

-Guarantees 1,420,734 1,138,970
-Commitments 1,675,998 1,489,555
3,096,732 2,628,525
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2018 2017
Rupees in ‘000’

7. PROFIT / RETURN EARNED OF FINANCING,
INVESTMENTS AND PLACEMENT

Profit earned on:

Financing 1,678,258 1,023,171
Investments 586,306 409,397
Placements 604,496 409,381
Institutions 4,787 74,663

2,874,347 1,916,612

8. PROFIT ON DEPOSITS AND OTHER DUES EXPENSED

Deposits and other accounts 1,027,190 663,120
Profit on deposits from conventional HO 48,042 32,596
1,075,232 695,716

9. CHARITY FUND

Opening balance 1,125 533
Additions during the period
Received from customers on account of delayed payment 52,172 1,037
Other non-shariah compliant income - 69
Profit on charity saving account 247 19
52,419 1,125
Payments / utilization during the period
Welfare works 7,700 533
7,700 533
Closing balance 45,844 1,125

10. POOL MANAGEMENT

10.1 BOP TAQWA islamic banking division is maintaining following pools for profit declaration and
distribution.

i) General pool

i) Special pool-|

iii) Special pool-lI

iv) Special pool-lll

v) Special pool-IV

vi) Special pool-V

vii) Special pool-VI*

viii) Special pool-VII (PER)
ix) Special pool-VIII*

x) Special pool-IX

xi) Special pool-X

xii) Special pool-XI

xiii) Special pool-XII

xiv) USD special pool-I

* (Special pools closed w.e.f 01.10.2018)
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10.2 General pool

The general pool comprises of depositors’ funds, Bank’s equity inclusive of current deposits and
mudaraba placements from BOP head office. The Bank acts as fund manager (Mudarib) and invests
the funds in shariah compliant modes of financings, investments and placements (remunerative
assets). The profit of the pool is calculated on all the remunerative assets booked by the Bank
and is shared amongst the members of the pool on pre-defined mechanism based on weightages
announced before the commencement of period concerned.

The distributable profit of the pool is finalized after deduction of direct expenses only while indirect
expenses including administrative and general expenses are borne by BOP-IBD as Mudarib.

a) Weightages for distribution of profit in general pool

Profit is calculated on the basis of daily product balance in Mudaraba based depositors’ accounts
and paid as per pre defined weightages.

While considering weightages emphasis is given to the quantum, type and the period of risk
assessed by following factors:

e Contracted period, nature and type of deposit/ fund
e Payment cycle of profit on such deposit/ fund, i.e. monthly, quarterly or on maturity

¢ Magnitude of risk
b) Identification and allocation of pool related income & expenses

The distributable profit of the pool is finalized by including direct income earned by income generating
/ remunerative assets and after deducting direct expenses of the period concerned, while indirect
expenses including administrative and general expenses are borne by BOP-IBD as Mudarib.

c) Parameters associated with risk and rewards
Following are the consideration attached with risk & reward of general pool:

e Period, return, safety, security and liquidity of investment

¢ Financing proposals under process at various stages and likely to be extended in the near future.

¢ Expected withdrawals of deposits according to the maturities affecting the deposit base.

¢ Maturities of funds obtained from principal office, Islamic Banking Institutions and Shariah compliant
organizations as regulated in Pakistan.

¢ Element of risk attached to various types of investments.

¢ SBP rules & shariah clearance.

10.3 Special pools

The special pools comprise of depositors’ funds, Bank’s equity inclusive of current deposits and
mudaraba placements from BOP head office. The Bank acts as Fund Manager (Mudarib) and invests
the funds in shariah compliant modes of financings, investments and placements (remunerative
assets). The profit of the pools is calculated on all the remunerative assets booked by the Bank
and is shared amongst the members of the pool on pre-defined mechanism based on weightages
announced before the commencement of concerned period.

The distributable profit of the pool is finalized after deduction of direct expenses only while indirect
expenses including administrative and general expenses are borne by BOP-TAQWA as Mudarib.
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10.4

a) Weightages for distribution of profit in special pools
Profit is calculated on daily product basis and paid as per pre defined weightages.

While considering weightages emphasis is given to the quantum, type and the period of risk

assessed by following factors:
e Contracted period, nature and type of deposit/ fund.

e Payment cycle of profit on such deposit/ fund, i.e. monthly, quarterly or on maturity

* Magnitude of risk

b) Identification and allocation of pool related income & expenses

The distributable profit of the pool is finalized by including direct income earned by income generating
/ remunerative assets and after deducting direct expenses of the period concerned, while indirect
expenses including administrative and general expenses are borne by BOP-IBD as Mudarib.

c) Parameters associated with risk and rewards

Following are the consideration attached with risk & reward of general pool:

¢ Period, return, safety, security and liquidity of investment

¢ Financing proposals under process at various stages and likely to be extended in the near future.
¢ Expected withdrawals of deposits according to the maturities affecting the deposit base.
¢ Maturities of funds obtained from principal office, islamic banking institutions and shariah compliant

organizations as regulated in Pakistan.
e Element of risk attached to various types of investments.
¢ SBP rules & shariah clearance.

Avenues / sectors of economy / business where mudaraba based deposits have been deployed:

2018

2017

Rupees in ‘000’

Federal and provincial governments 4,142,000 1,774,000
Due from GOP - bai muajjal 2,756,196 -
Due from SBP - bai muajjal - 790,146
ljara sukuk 2,622,000 5,005,000
Transport, storage, logistics and communication 152,763 832,961
Manufacturing and trading of food items 729,828 300,000
Manufacture of pesticides and other agro-chemical product 60,379 51,410
Power generation 9,666,937 6,695,604
Manufacture of paper, paperboard and products thereof 250,000 243,166
Consumer car ljarah 51,030 37,439
Textile composite / other 1,308,423 674,621
Cement & allied 3,619,289 944,286
Iron & steel industry 500,000 650,000
Rubber / plastic products etc. - 199,920
Others 10,978,441 13,316,438

36,837,286 31,514,991
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10.5 Charging expenses

The direct expenses are being charged to the pool, while indirect expenses including the
establishment cost is being borne by BOP IBD as Mudarib. The direct expenses to be charged to
the pool may include cost of sales of inventories, insurance / takaful expenses of pool assets, stamp
fee or documentation charges, brokerage fee for purchase of securities/commodities etc.

2018 2017
Rupees in ‘000’
Provisions
Murabaha 34,128 8,341
ljarah 185,000 54,156
219,128 62,497
10.6 Mudarib share (in amount and percentage of distributable income):
2018 2017
Rupees in Percentage Rupeesin Percentage
‘000’ % ‘000’ %
Rupees in ‘000’
Rabbul mal 1,038,576 57.68% 635,586 54.87%
Mudarib 762,126 42.32% 522,763 45.13%
Distributable income 1,800,702 100.00% 1,158,349 100.00%

10.7 Amount & percentage of mudarib share transferred to depositors through Hiba:

2018 2017
Rupees in ‘000’

Mudarib share 762,126 522,763
Hiba 45,427 48,410
Hiba percentage of mudarib share 5.96% 9.26%

This is not a special hiba as such. This hiba has been distributed across the board to all the
investment account holders.

Profit rate earned vs. profit rate distributed to the depositors during the year:

Profit rate earned 7.89% 5.81%
Profit rates distributed to depositors 3.16% 2.63%
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CONSUMER GRIEVANCES HANDLING:

The Bank’s Complaints Management Unit fully adheres to the guidelines of State Bank of Pakistan to
ensure resolution of customer’s grievances within prescribed Turn Around Time (TAT). During the year
2018, the Complaints Management Unit focused on reducing the TAT for complaints, along with enhanced
focus on customer engagement via more efficient communication.

During the year 2018, total number of complaints received were 30,533. The Complaint Types as per
SBP’s Consumer Grievances Handling Mechanism (CGHM) and average TAT is given hereunder:

Product /service Area Average Time taken to
resolve a complaint

Personal Loan/overdraft/ Agri loans 10 WDs
Auto Loan 17 WDs
House Loan NIL

Account Maintenance 10 WDs
ATM/Debit Card 12 WDs
Over the counter issues 5 WDs
Remittance / Clearing (Inland) 12 WDs
e- banking 10 WDs
Home Remittances 2 WDs
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PATTERN OF
SHAREHOLDING OF SHARES

As on December 31, 2018

No. of Shareholders ~ —-eee- Shareholding------ Total Shares Held Percentage
Physical CDC Total From To Physical CDC Total

1051 1175 2226 FROM 1 TO 100 38,206 44,290 82,496 0.0031
1522 1939 3461 FROM 101  TO 500 398,964 747,280 1,146,244 0.0434
635 1719 2354 FROM 501 TO 1000 471,514 1,677,839 2,049,353 0.0775
956 3730 4686 FROM 1001 TO 5000 2,029,726 10,662,672 12,592,398 0.4763
151 1326 1477  FROM 5001 TO 10000 1,029,172 10,557,350 11,586,522 0.4383
47 583 630 FROM 10001 TO 15000 568,297 7,588,854 8,157,151 0.3086
33 386 419  FROM 15001  TO 20000 584,380 7,083,250 7,667,630 0.2900
19 300 319 FROM 20001 TO 25000 412,763 6,981,435 7,394,198 0.2797
46 201 247  FROM 25001 TO 30000 1,206,834 5,709,268 6,916,102 0.2616
7 124 131 FROM 30001 TO 35000 223,398 4,099,382 4,322,780 0.1635
5 125 130 FROM 35001 TO 40000 189,771 4,792,913 4,982,684 0.1885
2 74 76 FROM 40001 TO 45000 84,016 3,209,874 3,293,890 0.1246
2 170 172 FROM 45001  TO 50000 97,708 8,403,647 8,501,355 0.3216
2 67 69 FROM 50001 TO 55000 103,068 3,542,552 3,645,620 0.1379
1 62 63 FROM 55001 TO 60000 57,936 3,643,840 3,701,776 0.1400
2 33 35 FROM 60001 TO 65000 122,497 2,069,781 2,192,278 0.0829
1 36 37 FROM 65001 TO 70000 65,923 2,477,815 2,643,738 0.0962
42 42 FROM 70001  TO 75000 3,096,284 3,096,284 0.1171
1 37 38 FROM 75001 TO 80000 79,812 2,912,802 2,992,614 0.1132
24 24 FROM 80001 TO 85000 1,993,851 1,993,851 0.0754
1 33 34 FROM 85001 TO 90000 89,454 2,895,619 2,985,073 0.1129
1 15 16 FROM 90001 TO 95000 91,457 1,392,212 1,483,669 0.0561
122 122 FROM 95001 TO 100000 12,170,190 12,170,190 0.4603
17 17 FROM 100001  TO 105000 1,746,338 1,746,338 0.0661
17 17 FROM 105001 TO 110000 1,845,792 1,845,792 0.0698
1 17 18 FROM 110001 TO 115000 114,528 1,915,276 2,029,804 0.0768
15 15 FROM 115001 TO 120000 1,785,800 1,785,800 0.0675
21 21 FROM 120001 TO 125000 2,692,710 2,692,710 0.0981
1 9 10 FROM 125001 TO 130000 127,406 1,157,500 1,284,906 0.0486
9 9 FROM 130001 TO 135000 1,201,000 1,201,000 0.0454
6 6 FROM 135001 TO 140000 836,000 836,000 0.0316
9 9 FROM 140001 TO 145000 1,285,864 1,285,864 0.0486
30 30 FROM 145001 TO 150000 4,475,909 4,475,909 0.1693
5 5 FROM 150001 TO 155000 761,182 761,182 0.0288
10 10 FROM 1565001 TO 160000 1,675,428 1,675,428 0.0596
7 7 FROM 160001 TO 165000 1,144,881 1,144,881 0.0433
6 6 FROM 165001 TO 170000 1,001,795 1,001,795 0.0379
5 5 FROM 170001 TO 175000 875,000 875,000 0.0331
6 6 FROM 175001 TO 180000 1,068,201 1,068,201 0.0404
6 6 FROM 180001 TO 185000 1,101,866 1,101,866 0.0417
1 3 4 FROM 185001 TO 190000 189,640 567,500 757,140 0.0286
6 6 FROM 190001 TO 195000 1,169,612 1,169,612 0.0439
39 39 FROM 195001 TO 200000 7,793,075 7,793,075 0.2948
5 5 FROM 200001 TO 205000 1,011,696 1,011,696 0.0383
5 5 FROM 205001 TO 210000 1,042,000 1,042,000 0.0394
6 6 FROM 210001  TO 215000 1,286,500 1,286,500 0.0487
5 5 FROM 215001 TO 220000 1,095,000 1,095,000 0.0414
4 4 FROM 220001 TO 225000 899,500 899,500 0.0340
7 7 FROM 225001 TO 230000 1,699,425 1,699,425 0.0605
5 5 FROM 230001 TO 235000 1,160,190 1,160,190 0.0439
5 5 FROM 235001 TO 240000 1,192,039 1,192,039 0.0451
3 3 FROM 240001 TO 245000 727,666 727,666 0.0275
17 17 FROM 245001 TO 250000 4,239,821 4,239,821 0.1604
1 1 FROM 250001 TO 255000 250,500 250,500 0.0095
3 3 FROM 255001 TO 260000 774,659 774,659 0.0293
3 3 FROM 260001 TO 265000 785,190 785,190 0.0297
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No. of Shareholders ~  ——mm- Shareholding------ Total Shares Held Percentage
Physical CDC Total From To Physical CDC Total
4 4 FROM 265001 TO 270000 1,073,800 1,073,800 0.0406
3 3 FROM 270001  TO 275000 825,000 825,000 0.0312
1 1 FROM 275001  TO 280000 280,000 280,000 0.0106
3 3 FROM 280001 TO 285000 849,000 849,000 0.0321
3 3 FROM 285001 TO 290000 864,091 864,091 0.0327
2 2 FROM 290001 TO 295000 586,810 586,810 0.0222
13 13 FROM 295001 TO 300000 3,896,974 3,896,974 0.1474
3 3 FROM 300001 TO 305000 909,940 909,940 0.0344
3 3 FROM 305001 TO 310000 922,000 922,000 0.0349
1 1 FROM 310001 TO 315000 312,000 312,000 0.0118
3 3 FROM 315001 TO 320000 959,287 969,287 0.0363
2 2 FROM 320001 TO 325000 646,241 646,241 0.0244
2 2 FROM 325001 TO 330000 658,269 658,269 0.0249
4 4 FROM 330001 TO 335000 1,330,968 1,330,968 0.0503
2 2 FROM 335001 TO 340000 676,000 676,000 0.0256
2 2 FROM 340001 TO 345000 683,500 683,500 0.0259
6 6 FROM 345001 TO 350000 2,098,000 2,098,000 0.0794
5 5 FROM 350001 TO 355000 1,763,197 1,763,197 0.0667
3 3 FROM 355001 TO 360000 1,076,500 1,076,500 0.0407
1 1 FROM 360001 TO 365000 363,216 363,216 0.0137
2 2 FROM 365001 TO 370000 735,500 735,500 0.0278
1 1 FROM 370001 TO 375000 374,000 374,000 0.0141
3 3 FROM 385001 TO 390000 1,166,000 1,166,000 0.0441
4 4 FROM 390001 TO 395000 1,673,854 1,673,854 0.0595
4 4 FROM 395001 TO 400000 1,600,000 1,600,000 0.0605
9 9 FROM 400001  TO 405000 3,615,153 3,615,153 0.1367
2 2 FROM 405001 TO 410000 819,053 819,053 0.0310
2 2 FROM 410001  TO 415000 824,000 824,000 0.0312
4 4 FROM 420001  TO 425000 1,700,000 1,700,000 0.0643
2 2 FROM 430001 TO 435000 870,000 870,000 0.0329
1 1 FROM 435001 TO 440000 439,500 439,500 0.0166
3 3 FROM 445001 TO 450000 1,342,501 1,342,501 0.0508
2 2 FROM 450001  TO 455000 907,500 907,500 0.0343
1 1 FROM 455001 TO 460000 459,000 459,000 0.0174
1 1 FROM 460001 TO 465000 461,735 461,735 0.0175
1 1 FROM 470001  TO 475000 471,830 471,830 0.0178
1 1 FROM 475001  TO 480000 480,000 480,000 0.0182
1 1 FROM 480001 TO 485000 483,500 483,500 0.0183
1 1 FROM 485001 TO 490000 487,500 487,500 0.0184
25 25 FROM 495001 TO 500000 12,500,000 12,500,000 0.4728
2 2 FROM 500001 TO 505000 1,001,604 1,001,604 0.0379
1 1 FROM 510001 TO 515000 513,000 513,000 0.0194
1 1 FROM 525001 TO 530000 529,500 529,500 0.0200
2 2 FROM 540001 TO 545000 1,090,000 1,090,000 0.0412
6 6 FROM 545001 TO 550000 3,300,000 3,300,000 0.1248
1 1 FROM 560001 TO 565000 563,993 563,993 0.0213
1 1 FROM 565001 TO 570000 565,500 565,500 0.0214
1 1 FROM 570001 TO 575000 572,000 572,000 0.0216
1 1 FROM 585001 TO 590000 587,500 587,500 0.0222
7 7 FROM 595001 TO 600000 4,200,000 4,200,000 0.1589
1 1 FROM 600001  TO 605000 604,881 604,881 0.0229
1 1 FROM 605001 TO 610000 607,500 607,500 0.0230
1 1 FROM 615001 TO 620000 620,000 620,000 0.0235
1 1 FROM 620001 TO 625000 625,000 625,000 0.0236
1 1 FROM 640001  TO 645000 643,455 643,455 0.0243
1 1 FROM 645001 TO 650000 650,000 650,000 0.0246
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No. of Shareholders ~  —=mm-- Shareholding------ Total Shares Held Percentage

Physical CDC Total From To Physical CDC Total
2 2 FROM 665001 TO 670000 1,336,500 1,336,500 0.0506
1 1 FROM 680001 TO 685000 681,000 681,000 0.0258
2 2 FROM 690001 TO 695000 1,384,500 1,384,500 0.0524
1 1 FROM 695001 TO 700000 700,000 700,000 0.0265
1 1 FROM 705001 TO 710000 706,564 706,564 0.0267
1 1 FROM 710001  TO 715000 712,000 712,000 0.0269
2 2 FROM 725001 TO 730000 1,455,166 1,455,166 0.0550
1 1 FROM 730001  TO 735000 734,000 734,000 0.0278
1 1 FROM 735001 TO 740000 740,000 740,000 0.0280
1 1 FROM 745001  TO 750000 750,000 750,000 0.0284
1 1 FROM 760001  TO 765000 765,000 765,000 0.0289
1 1 FROM 790001  TO 795000 793,000 793,000 0.0300
4 4 FROM 795001 TO 800000 3,200,000 3,200,000 0.1210
2 2 FROM 805001 TO 810000 1,617,000 1,617,000 0.0612
1 1 FROM 810001 TO 815000 811,500 811,500 0.0307
1 1 FROM 815001 TO 820000 818,004 818,004 0.0309
1 1 FROM 840001 TO 845000 842,276 842,276 0.0319
1 1 FROM 845001 TO 850000 850,000 850,000 0.0322
1 1 FROM 850001 TO 855000 852,000 852,000 0.0322
3 3 FROM 855001 TO 860000 2,673,500 2,673,500 0.0973
1 1 FROM 865001 TO 870000 866,818 866,818 0.0328
1 1 FROM 870001 TO 875000 871,000 871,000 0.0329
2 2 FROM 895001 TO 900000 1,800,000 1,800,000 0.0681
1 1 FROM 935001 TO 940000 936,958 936,958 0.0354
1 1 FROM 945001 TO 950000 950,000 950,000 0.0359
1 1 FROM 970001 TO 975000 975,000 975,000 0.0369
1 1 FROM 980001 TO 985000 982,500 982,500 0.0372
2 2 FROM 990001 TO 995000 1,986,500 1,986,500 0.0751
5 5 FROM 995001 TO 1000000 5,000,000 5,000,000 0.1891
1 1 FROM 1000001  TO 1005000 1,000,561 1,000,561 0.0378
1 1 FROM 1005001  TO 1010000 1,010,000 1,010,000 0.0382
2 2 FROM 1010001  TO 1015000 2,026,500 2,026,500 0.0767
1 1 FROM 1020001  TO 1025000 1,021,062 1,021,062 0.0386
1 1 FROM 1045001  TO 1050000 1,048,512 1,048,512 0.0397
1 1 FROM 1050001  TO 1055000 1,054,000 1,054,000 0.0399
1 1 FROM 1060001  TO 1065000 1,062,000 1,062,000 0.0402
1 1 FROM 1080001  TO 1085000 1,084,000 1,084,000 0.0410
1 1 FROM 1095001  TO 1100000 1,100,000 1,100,000 0.0416
1 1 FROM 1125001  TO 1130000 1,127,500 1,127,500 0.0426
1 1 FROM 1130001  TO 1135000 1,132,605 1,132,605 0.0428
1 1 FROM 1140001  TO 1145000 1,141,000 1,141,000 0.0432
1 1 FROM 1215001 TO 1220000 1,217,000 1,217,000 0.0460
2 2 FROM 1220001  TO 1225000 2,444,500 2,444,500 0.0925
1 1 FROM 1225001 TO 1230000 1,227,000 1,227,000 0.0464
1 1 FROM 1235001 TO 1240000 1,240,000 1,240,000 0.0469
1 1 FROM 1245001 TO 1250000 1,250,000 1,250,000 0.0473
1 1 FROM 1265001 TO 1270000 1,268,000 1,268,000 0.0480
1 1 FROM 1280001  TO 1285000 1,285,000 1,285,000 0.0486
1 1 FROM 1295001 TO 1300000 1,296,000 1,296,000 0.0490
2 2 FROM 1300001  TO 1305000 2,602,000 2,602,000 0.0984
1 1 FROM 1335001 TO 1340000 1,337,000 1,337,000 0.0506
2 2 FROM 1345001 TO 1350000 2,700,000 2,700,000 0.1021
1 1 FROM 1360001  TO 1365000 1,362,000 1,362,000 0.0515
1 1 FROM 1435001 TO 1440000 1,435,500 1,435,500 0.0543
2 2 FROM 1445001 TO 1450000 2,900,000 2,900,000 0.1097
1 1 FROM 1455001 TO 1460000 1,460,000 1,460,000 0.0552
1 1 FROM 1465001 TO 1470000 1,470,000 1,470,000 0.0556
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No. of Shareholders ~  —=mmm- Shareholding------ Total Shares Held Percentage
Physical CDC Total From To Physical CDC Total
2 2 FROM 1475001  TO 1480000 2,956,000 2,956,000 0.1118
2 2 FROM 1495001 TO 1500000 3,000,000 3,000,000 0.1135
1 1 FROM 15630001  TO 1535000 1,631,334 1,631,334 0.0579
1 1 FROM 1570001  TO 1575000 1,571,271 1,571,271 0.0594
1 1 FROM 1590001 TO 1595000 1,593,000 1,593,000 0.0603
1 1 FROM 15695001 TO 1600000 1,600,000 1,600,000 0.0605
1 1 FROM 1665001  TO 1670000 1,666,336 1,666,336 0.0630
1 1 FROM 1695001 TO 1700000 1,699,000 1,699,000 0.0643
1 1 FROM 1725001 TO 1730000 1,729,850 1,729,850 0.0654
1 1 FROM 1735001 TO 1740000 1,737,000 1,737,000 0.0657
1 1 FROM 1750001  TO 1755000 1,752,500 1,752,500 0.0663
1 1 FROM 1840001 TO 1845000 1,844,000 1,844,000 0.0698
1 1 FROM 1890001 TO 1895000 1,892,500 1,892,500 0.0716
1 1 FROM 1985001 TO 1990000 1,988,500 1,988,500 0.0752
3 3 FROM 1995001 TO 2000000 6,000,000 6,000,000 0.2270
1 1 FROM 2045001 TO 2050000 2,050,000 2,050,000 0.0775
1 1 FROM 2155001 TO 2160000 2,156,500 2,156,500 0.0816
1 1 FROM 2165001 TO 2170000 2,165,500 2,165,500 0.0819
1 1 FROM 2245001 TO 2250000 2,250,000 2,250,000 0.0851
1 1 FROM 2290001 TO 2295000 2,295,000 2,295,000 0.0868
1 1 FROM 2295001 TO 2300000 2,296,000 2,296,000 0.0868
1 1 FROM 2330001 TO 2335000 2,334,000 2,334,000 0.0883
1 1 FROM 2370001 TO 2375000 2,375,000 2,375,000 0.0898
1 1 FROM 2380001 TO 2385000 2,385,000 2,385,000 0.0902
1 1 FROM 2395001 TO 2400000 2,400,000 2,400,000 0.0908
2 2 FROM 2495001 TO 2500000 5,000,000 5,000,000 0.1891
1 1 FROM 2535001 TO 2540000 2,539,000 2,539,000 0.0960
1 1 FROM 2635001 TO 2640000 2,635,316 2,635,316 0.0997
1 1 FROM 2815001 TO 2820000 2,819,025 2,819,025 0.1066
1 1 FROM 2895001 TO 2900000 2,896,000 2,896,000 0.1095
1 1 FROM 2995001 TO 3000000 3,000,000 3,000,000 0.1135
1 1 FROM 3000001 TO 3005000 3,001,000 3,001,000 0.1135
1 1 FROM 3080001 TO 3085000 3,080,500 3,080,500 0.1165
1 1 FROM 3095001 TO 3100000 3,096,000 3,096,000 0.1171
1 1 FROM 3110001 TO 3115000 3,110,500 3,110,500 0.1177
1 1 FROM 3390001 TO 3395000 3,392,000 3,392,000 0.1283
1 1 FROM 3470001 TO 3475000 3,471,500 3,471,500 0.1313
1 1 FROM 3610001 TO 3615000 3,613,500 3,613,500 0.1367
1 1 FROM 3645001 TO 3650000 3,650,000 3,650,000 0.1381
1 1 FROM 3715001 TO 3720000 3,719,000 3,719,000 0.1407
1 1 FROM 3725001 TO 3730000 3,730,000 3,730,000 0.1411
3 3 FROM 3795001 TO 3800000 11,395,500 11,395,500 0.4310
1 1 FROM 3835001 TO 3840000 3,835,376 3,835,376 0.1451
1 1 FROM 3870001 TO 3875000 3,873,000 3,873,000 0.1465
1 1 FROM 3875001 TO 3880000 3,878,000 3,878,000 0.1467
1 1 FROM 3910001 TO 3915000 3,910,500 3,910,500 0.1479
1 1 FROM 3985001 TO 3990000 3,986,500 3,986,500 0.1508
1 1 FROM 4000001  TO 4005000 4,001,501 4,001,501 0.1514
1 1 FROM 4055001  TO 4060000 4,060,000 4,060,000 0.1536
1 1 FROM 4230001  TO 4235000 4,231,000 4,231,000 0.1600
1 1 FROM 4615001  TO 4620000 4,615,500 4,615,500 0.1746
1 1 FROM 4805001 TO 4810000 4,810,000 4,810,000 0.1819
1 1 FROM 4885001 TO 4890000 4,887,500 4,887,500 0.1849
2 2 FROM 4995001 TO 5000000 10,000,000 10,000,000 0.3783
1 1 FROM 5240001 TO 5245000 5,241,500 5,241,500 0.1983
1 1 FROM 5575001 TO 5580000 5,676,297 5,676,297 0.2109
1 1 FROM 5595001 TO 5600000 5,600,000 5,600,000 0.2118
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No. of Shareholders ~ —eeee- Shareholding------ Total Shares Held Percentage

Physical CDC Total From To Physical CDC Total

1 1 FROM 5805001 TO 5810000 5,806,500 5,806,500  0.2196
1 1 FROM 5995001 TO 6000000 6,000,000 6,000,000  0.2270
1 1 FROM 6105001 TO 6110000 6,110,000 6,110,000  0.2311
1 1 FROM 6250001 TO 6255000 6,254,153 6,254,153  0.2366
1 1 FROM 6655001 TO 6660000 6,657,500 6,657,500  0.2518
1 1 FROM 7110001 TO 7115000 7,110,500 7,110,500  0.2690
1 1 FROM 7555001 TO 7560000 7,557,500 7,657,500  0.2859
1 1 FROM 7910001 TO 7915000 7,912,800 7,912,800  0.2993
1 1 FROM 8245001 TO 8250000 8,250,000 8,250,000  0.3121
1 1 FROM 8925001 TO 8930000 8,928,383 8,928,383  0.3377
1 1 FROM 9395001 TO 9400000 9,400,000 9,400,000  0.3556
1 1 FROM 9480001 TO 9485000 9,481,000 9,481,000  0.3586
1 1 FROM 9795001 TO 9800000 9,797,000 9,797,000  0.3706
1 1 FROM 9965001 TO 9970000 9,969,500 9,969,500  0.3771
1 1 FROM 9995001 TO 10000000 10,000,000 10,000,000  0.3783
1 1 FROM 10265001 TO 10270000 10,266,934 10,266,934  0.3884
1 1 FROM 10720001 TO 10725000 10,725,000 10,725,000  0.4057
1 1 FROM 10750001 TO 10755000 10,755,000 10,755,000  0.4068
1 1 FROM 11180001 TO 11185000 11,185,000 11,185,000  0.4231
1 1 FROM 11340001 TO 11345000 11,342,500 11,342,500  0.4290
1 1 FROM 11760001 TO 11765000 11,760,500 11,760,500  0.4449
1 1 FROM 19105001 TO 19110000 19,108,500 19,108,500  0.7228
1 1 FROM 19550001 TO 19555000 19,653,231 19,653,231 0.7396
1 1 FROM 20105001 TO 20110000 20,110,000 20,110,000  0.7607
1 1 FROM 25290001 TO 25295000 25,294,500 25,294,500  0.9568
1 1 FROM 26240001 TO 26245000 26,241,000 26,241,000  0.9926
1 1 FROM 27595001 TO 27600000 27,600,000 27,600,000  1.0440
1 1 FROM 30215001 TO 30220000 30,217,500 30,217,500  1.1430
1 1 FROM 33740001 TO 33745000 33,743,000 33,743,000  1.2764
1 1 FROM 40260001 TO 40265000 40,262,500 40,262,500  1.5230
1 1 FROM 70695001 TO 70700000 70,697,465 70,697,465  2.6742
1 1 FROM 120625001 TO 120630000 120,630,000 120,630,000  4.5629
1 1 FROM 1519400001  TO 1519405000 1,519,404,845 1,5619,404,845 57.4728
4489 12974 17463 1,5627,781,315 1,115,911,065 2,643,692,380 100.0000
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CATEGORIES OF
SHAREHOLDERS

As on December 31, 2018

Shareholder Category No. of Shareholders Total No. of Shares Held %Age
Physical CDC Total Physical CcDC Total

DIRECTORS 0 2 2 0 17,995 17,995 0.0007%
PROVINCIAL GOVERNMENT 1 0 1 1,519,404,845 0 1,619,404,845 57.4728%
ASSOCIATED COMPANIES 0 0 0 0 0 0 0.0000%
FOREIGN FUNDS 29 12 41 63,134 58,968,086 59,031,220 2.2329%
INDIVIDUALS (FOREIGN) 0 12 12 0 1,287,874 1,287,874 0.0487%
INDIVIDUALS (LOCAL) 4,423 12,671 17,094 8,149,174 525,991,717 534,140,891  20.2044%
BANK/NBFI/FIN.INST./INSURANCE CO./

MODARABAS MUTUAL FUNDS 19 70 89 95,496 286,370,945 286,466,441 10.8358%
LEASING COMPANIES 0 2 2 0 3,175 3,175 0.0001%
CHARITABLE TRUSTS 0 6 6 0 316,087 316,087 0.0120%
COOPERATIVE SOCIETIES 0 0 0 0 0 0 0.0000%
NIT 0 0 0 0 0 0 0.0000%
ICP 1 0 1 975 0 975 0.0000%
JOINT STOCK COMPANIES 16 175 191 67,691 161,794,875 161,862,566 6.1226%
OTHERS 0 24 24 0 81,160,311 81,160,311 3.0700%
TOTAL 4,489 12,974 17,463 1,527,781,3151,115,911,065 2,643,692,380 100.0000%
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CATAGORIES OF SHAREHOLDING REQUIRED UNDER
CODE OF CORPORATE GOVERNANCE (CCG)

As on December 31, 2018

Sr. No. Name No. of Percentage
Shares Held

Associated Companies, Undertakings and Related Parties (Name Wise Detail):

Mutual Funds (Name Wise Detail)
1 CDC - TRUSTEE ABL INCOME FUND - MT 401,000 0.0152%
2 CDC - TRUSTEE ABL PENSION FUND - EQUITY SUB FUND 100,000 0.0038%
3 CDC - TRUSTEE ABL STOCK FUND 8,250,000 0.3121%
4 CDC - TRUSTEE AKD INDEX TRACKER FUND 255,659 0.0097%
5 CDC - TRUSTEE ALFALAH CAPITAL PRESERVATION FUND I 400,500 0.0151%
6 CDC - TRUSTEE ALFALAH GHP ALPHA FUND 3,096,000 0.1171%
7 CDC - TRUSTEE ALFALAH GHP INCOME FUND - MT 572,000 0.0216%
8 CDC - TRUSTEE ALFALAH GHP INCOME MULTIPLIER FUND - MT 330,500 0.0125%
9 CDC - TRUSTEE ALFALAH GHP SOVEREIGN FUND - MT 1,699,000 0.0643%
10  CDC - TRUSTEE ALFALAH GHP STOCK FUND 4,810,000 0.1819%
11 CDC - TRUSTEE ALFALAH GHP VALUE FUND 1,988,500 0.0752%
12 CDC - TRUSTEE ALLIED FINERGY FUND 900,000 0.0340%
183  CDC - TRUSTEE APF-EQUITY SUB FUND 700,000 0.0265%
14 CDC - TRUSTEE ATLAS STOCK MARKET FUND 11,185,000 0.4231%
15  CDC - TRUSTEE FAYSAL ASSET ALLOCATION FUND 75,000 0.0028%
16 CDC - TRUSTEE FAYSAL MTS FUND - MT 10,755,000 0.4068%
17 CDC - TRUSTEE FAYSAL SAVINGS GROWTH FUND - MT 2,295,000 0.0868%
18  CDC - TRUSTEE FAYSAL STOCK FUND 125,000 0.0047%
19  CDC - TRUSTEE FIRST HABIB INCOME FUND - MT 2,896,000 0.1095%
20 CDC - TRUSTEE FIRST HABIB STOCK FUND 135,000 0.0051%
21 CDC - TRUSTEE HBL - STOCK FUND 5,241,500 0.1983%
22  CDC - TRUSTEE HBL EQUITY FUND 342,000 0.0129%
23  CDC - TRUSTEE HBL MULTI - ASSET FUND 167,000 0.0063%
24  CDC - TRUSTEE HBL PF EQUITY SUB FUND 360,000 0.0136%
25  CDC - TRUSTEE LAKSON EQUITY FUND 7,912,800 0.2993%
26 CDC - TRUSTEE LAKSON INCOME FUND 3,986,500 0.1508%
27  CDC - TRUSTEE LAKSON TACTICAL FUND 1,479,500 0.0560%
28  CDC - TRUSTEE MCB PAKISTAN ASSET ALLOCATION FUND 7,657,500 0.2859%
29  CDC - TRUSTEE MCB PAKISTAN STOCK MARKET FUND 30,217,500 1.1430%
30  CDC - TRUSTEE NAFA FINANCIAL SECTOR FUND 6,657,500 0.2518%
31 CDC - TRUSTEE NAFA MULTI ASSET FUND 856,500 0.0324%
32  CDC - TRUSTEE NAFA STOCK FUND 9,797,000 0.3706%
33  CDC - TRUSTEE NIT INCOME FUND - MT 1,014,000 0.0384%
34  CDC - TRUSTEE PAKISTAN CAPITAL MARKET FUND 1,752,500 0.0663%
35  CDC - TRUSTEE PICIC GROWTH FUND 7,110,500 0.2690%
36  CDC - TRUSTEE PICIC INVESTMENT FUND 3,719,000 0.1407%
37  CDC - TRUSTEE UNIT TRUST OF PAKISTAN 44,000 0.0017%
38  CDC-TRUSTEE NAFA ASSET ALLOCATION FUND 1,470,000 0.0556%
39  MC FSL TRUSTEE JS - INCOME FUND 993,000 0.0376%
40  MC FSL TRUSTEE JS - INCOME FUND - MT 2,165,500 0.0819%
41 MCBFSL - TRUSTEE ALLIED CAPITAL PROTECTED FUND 25,000 0.0009%
42  TRUSTEE-BMA CHUNDRIGAR ROAD SAVINGS FUND 10,000 0.0004%

Directors and their Spouse and Minor Children (Name Wise Detail):
1 MR. SAEED ANWAR (CDC) 3,000 0.0001%
2 KHAWAJA FAROOQ SAEED (CDC) 14,995 0.0006%

Public Sector Companies & Corporations: 1,519,404,845 57.4728%

Banks, Development Finance Institutions, Non Banking Finance 142,621,657 5.3948%

Companies, Insurance Companies, Takaful, Modarabas and Pension Funds:
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Shareholders holding five percent or more voting intrest in the listed company (Name Wise Detail)

S. No. Name Holding Percentage

1 GOVERNMENT OF THE PUNJAB 1,519,404,845 57.4728%

All trades in the shares of the listed company, carried out by its Directors, Executives and their spouses and
minor children shall also be disclosed:

S.No Name Sale Purchase Right
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FORM OF PROXY

l/We
(Name and Folio No./Participant Account No. & Sub-Account No.)
of
(Place)
being a member(s) of THE BANK OF PUNJAB hereby appoint
(Name and Folio No./Participant Account No. & Sub-Account No.)
of

(Place)
another member of the Bank as my / our proxy to attend, speak and vote on my / our behalf at the 27"

Annual General Meeting of the Bank to be held on Friday, 29" March, 2019 at 9:30 a.m. at Avari Hotel,
Shahra-e-Quaid-e-Azam, Lahore and at any adjournment thereof.

Signed this Day 2019.

Signature of

Member(s)
In local
Five Rupees
Revenue Stamp
WITNESSES:
1. Signature: 2. Signature:
Name: Name:
Address: Address:
CNIC or CNIC or
Passport No. Passport No.
NOTE:

This form of proxy duly completed must be deposited at Corporate Affairs Department of the Bank at BOP
Tower, 10-B, Block-E-Il, Main Boulevard, Gulberg-lll, Lahore by not less than 48 hours before the time fixed
for the Meeting.
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The Company Secretary

THE BANK OF PUNJAB
BOP Tower, 10-B, Block-E-Il,
Main Boulevard, Gulberg-Ill,
Lahore.

Ph: 35783700-10
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