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The General Manager

Pakistan Stock Exchange Limited
Stock Exchange Building,

Stock Exchange Road,

Karachi

March 6, 2019
Dear Sir,

Transmission of Annual Report 2018 for the Year Ended December 31, 2018

We have to inform you that the Annual Report of Habib Bank Limited for the year ended
December 31, 2018 have been transmitted through PUCARS and is also available on the Bank’s
website.

You may please inform the TRE Certificate Holders of the Exchange accordingly.

Yours faithfully,

L=

Neelofar Hameed
Company Secretary

cC:
1. Management Executive (Enforcement), Securities & Exchange Commission of
Pakistan, NIC Building, 63 Jinnah Avenue, Islamabad (with 3 printed copies of the
Annual Report 2018 of the Bank for the year ended December 31, 2018)

2. The Registrar, Company Registration Office, State Life Building 7, Jinnah Avenue,
Blue Area, Islamabad (with 3 printed copies of the Annual Report 2018 of the Bank for
the year ended December 31, 2018)

3. The Director, Banking Policy & Regulation Department, State Bank of Pakistan, LI
Chundrigar Road, Karachi (with 3 printed copies of the Annual Report 2018 of the Bank
for the year ended December 31, 2018)
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Corporate Secretariat
(Registered Office)
9th Floor,
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Jinnah Avenue, Blue
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The future is already upon us. HBL will thrive through a shift towards a _
“Technology company with a banking license’. Technology will be a key enabler..

in the way we serve our customers through value added products & sewi¢§sz_
enhance financial inclusion, promote diversity and stay connected to the widep=s==
world. —
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Sagheer Mufti
Chief Operating Officer

Naeem Bashir Ahmad
Head Business Transformation

Amer Aziz
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Rizwan Haider
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Company Secretary
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Technology is shaping us as much as we are shaping it. Our branchless
banking pl m ‘Konnect’ is a first step towards a frictionless digital future.
Data will il for the digital economy of the future and for that our focus will
be aroun ing data for better security, quality and usability.
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VISION

Enabling people to advance with
confidence and success

MISSION

To make our customers prosper,
our staff excel and create value for
shareholders

@ ANNUAL REPORT 2018




VALUES

Our values are the fundamental principles that define our culture and
are brought to life in our attitudes and behaviour.

CUSTOMER FOCUS

We strive to fully understand our customers’ needs while adapting our products and
services to meet their requirements. We always endeavour for customer satisfaction as
our primary goal.

EXCELLENCE

This is at the core of everything we do. In an increasingly competitive environment, we
strive to provide quality services, products and premises. Only by being the very best,
can we become successful.

PROGRESSIVENESS

We believe in the advancement of society through the adoption of enlightened working
practices, innovative products and processes and a spirit of enterprise.

INTEGRITY

We are the leading bank in Pakistan, and our success depends upon building trust at
every level. Our customers — and society in general — expect us to possess and
steadfastly adhere to high moral principles and professional standards.

MERITOCRACY

We believe in providing opportunities to our employees on the basis of their performance
and ability. We reward achievements and provide enriching careers for all.

ANNUAL REPORT 2018 @
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Our digital channels are helping us get closer to the vast unbanked population
in unique ways. We are enabling individuals and businesses to have access to
affordable financial services in a responsible and sustainable way. This is also
leading to a reduction in gender gap in financial services at an accelerated pace
as women can now conduct banking from the comfort and security of their
home.

- _.__ -
U1
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We remain focused and consistent over a multi-year journey on
our 6-Point Agenda. The HBL team is well positioned to provide
its commitment to our customers, shareholders and communities
at large to take this franchise to the next level.

Relentless focus
on customer
experience

We will continue sustainable revenue growth built
around scale and relevance to our customer base, in
conjunction with strict cost discipline. There is no
institution in the country that can match the length and
breadth of our products and services that we can
deliver to our customers.

Commitment
to deliver on
P&L

Giving back to
the country and PN«
communities that
we serve

Corporate Social Responsibility (‘CSR’)
is at the heart of HBL values. This will be
backed by a robust Development
Finance agenda and proactive employee
volunteerism.

We remain willing and able to constantly reinvent
ourselves in anticipation and ahead of the
change curve with the help of technology (‘we are
a technology company with a banking license’)
and constant process improvement (‘good is
never good enough’).

12 ANNUAL REPORT 2018



‘Delighting our customers’ is now our rallying
cry - this mindset is institutionalized in the

organization front-to-back.

Embedding

People
Agenda is our

top priority

Risk,
Compliance and
Control agenda
in our Business
Principles

We will continue to attract and retain ‘top
talent’. Our focus on diversity will intensify to
encourage more women participation in our
work force, especially at senior levels.

We conduct “1¢'- class business in a 1!-class way’.
This is going to become our biggest competitive
advantage as we go forward compliant with the
new norm/world order by strengthening our 1¢t, 2"
and 3" lines of defense across all disciplines.

ANNUAL REPORT 2018
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In our pursuit to enrich the lives of our customers, we focus on continuous
innovation. By innovating our products, services and solutions, the ease and
convenience of our customers increases dramatically.

ANNUAL REPORT 2018 ‘
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Our global footprint helps connect our customers to their clients, business
partners or loved ones around the world. Be it the introduction of new
investment in Pakistan, nurturing the international growth of local business or
participation in the economic growth of our host countries, our international role
will only strengthen as we connect our customers to the world, anywhere and
anytime.
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Branches: SRS
Afghanistan | Bahrain | Bangladesh | Belgium | China | Lebanon | Maldives

Mauritius | Oman | Pakistan | Singapore | SriLanka | Turkey | UAE | USA

Representative Office:
People’s Republic of China - Beijing
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" UK | Switzeriand | Netheriands | Hong Kong

Affiliates:
Nepal | Kenya | Kyrgyz Republic
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Leadership for us is our 14 million customers and clients, who entrust us with
their financial well-being, served by over 1,700 branches, +2100 ATMs and
multiple digital channels. It is the unwavering commitment of our staff to serve
our customers. It is through the recognition of independent observers of our
industry who acknowledge that HBL has an extraordinary heritage and a
promising future.
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Best Investment Bank
Pakistan Banking Awards held under
the aegis of Institute of Bankers Pakistan

Best Bank for Agriculture
Pakistan Banking Awards held under the
aegis of Institute of Bankers Pakistan

Best Belt and Road (CPEC) Bank
adjudged by FinanceAsia magazine

Best Investment Bank
adjudged by FinanceAsia magazine

7“2 20 ANNUAL REPORT 2018

#1 Credit Card in Pakistan
adjudged by VISA on payment volume
and spend

Brand of the Year - Banking

Pakistan
World Branding Awards 2018 - London

Best Bank as Employer of

Choice for Gender Diversity
adjudged by Pakistan Business Council
and International Finance Corporation
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(In alphabetical order):

h i "
~ Mr. Sultan Ali Allana Mr. Shaffiq Dharamshi Ms. Sadia Khan
Chairman Director Y Director 3
Mr. Sultan Ali Allana has served Mr. Dharamshi joined the Board in Director Ms. Sadia Khan joined the Board in
as the Chairman of the Board of 2015. He is a banker with over 25 ME Mo e amallhas baan March, 2018. She has pursued a
Directors of HBL since privatisation years of banking experience in the . : versatile career path traversing
February 2004. He has over 34 Middle East and Africa on el ik bl since .2009' _He investment banking, financial
years of experiénce in the financial . P:esf?n\;er:c‘i‘gl ﬁigrd el regulation, family bdsinesses and
and banking sector. | ge aldso cfulgrently s(;e[rves Oé‘u thlf i entreprenet:\:‘shiﬁ li:lcro;s tf'1vr|ee
oards of Diamond Trust Bank, continents. Ms. Khan has Master’s
i Mr. Allana also serves on the Boards I Tanzania, Diamond Trust Bank, ggf#g;%n#uz?g:s; Irzetrr:eaBoards of degree in Business Administration
of The Aga Khan Fund for Economic Uganda, Diamond Trust Bank, : ya, from INSEAD and Master’s degrees
Development S.A, (AKFED) and as Kenya, DCB Bank Limited, India, Zﬂ%;far?mgﬁfzﬁcgﬁfvxtéeﬂand in Economics from both Cambridge
AKFED's nominee on the Boards of; Kyrgyz Investment and Credit Bank, gency AG. University and Yale University and
AQA Holding S.p.A, Geasar S.p.A, Kyrgyzstan and First Microfinance started her career at Lehman

Jubilee Holdings Limited (East Bank, Tajikistan. Brothers in New York.

Africa), Jubilee Life Insurance
b— Company Limited, Industrial

Promotion Services (Pakistan)

Limited and Tourism Promotion

r—' Services (Pakistan) Limited.

Since then she has worked with
various international institutions and
local regulatory authorities,
including Asian Development Bank
in the Philippines, the Securities &
Exchange Commission of Pakistan
and State Bank of Pakistan.

Ms. Khan currently serves on the
Boards of Engro Fertilizers and
Pakistan Cables.




Mr. Salim Raza
Director

Mr. Salim Raza joined the Board in
2017. He has over 40 years of
experience in the banking and
financial sector. He has held various
positions at Citibank NA in Pakistan
and abroad and has also held the
position of Governor of the State
Bank of Pakistan.

He currently serves on the Board of
International Steels Limited and is
an adjunct professor at the Institute
of Business Administration (IBA),
Karachi for Political Economy.

Dr. Najeeb Samie
Director

Dr. Najeeb Samie was appointe

the Board in 2013. He has over 38
years of experience in the corporate
and financial sector. He is currently
the Managing Director of PIA
Investments Limited, and the
President of Roosevelt Hotel
Corporation, and is a Director of
Minhal France, S.A., amongst some
other companies.

Mr. Agha Sher Shah

Director

Mr. Agha Sher Shah has been on
the Board since 2013. He has over
26 years of experience in the
financial sector.

He is currently Chairman and Chief
Executive of Bandhi Sugar Mills
(Private) Limited. He is also Director
of HBL Asset Management Limited,
Attock Cement Pakistan Limited,
Thatta Cement Company Limited,
Bandhi Powergen (Private)

Limited and Triton LPG (Private)
Limited.
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Mr. Muhammad

Aurangzeb
President & CEO

Mr. Muhammad Aurangzeb joined
HBL on April 30, 2018 as the
President & CEO.

Prior to this responsibility at HBL,
Mr. Aurangzeb was the CEO for JP
Morgan’s Global Corporate Bank
based in Asia, with a rich
international banking experience of
over 30 years in other senior
management roles at ABN AMRO
and RBS based in Amsterdam and
Singapore.

Mr. Aurangzeb received his BS and
MBA degrees from The Wharton
School (University of Pennsylvania),
and he is the only Pakistani to be
invited to the exclusive membership
of the Global CEO Council
organized by WSJ/DowJones

group. N
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Our customers and clients are our main stakeholders and delighting them,
responsibly and fairly, is ingrained in our business ethos. Our Business
Transformation Program is revolutionizing the way our customers engage with
us. We believe that conducting 7% class business in a 1% class way is essential
for improved customer experience.

ANNUAL REPORT 2018 (25
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2018 may best be described as a year of transformation. We set our goals and
channeled our energies to embrace global standards and global best practices in
all that we do. We successfully built excitement as we progressed and launched
technologically backed financial inclusion products never before seen in the market.
We made significant investments in upgrading compliance and control frameworks,
across all business lines, making this a core essence of our DNA. Effective
governance structures were put in place at the board and at the management levels
to strengthen the core of the bank and to ensure sustainability of our resolve to
do what is “right” and in doing so, aligning ourselves with international and best
practice principles in all spheres of our work. We have partnered with global experts
and completely revamped our customer onboarding, risk management and related
processes.

Over the year, the bank added nearly 2.5 million customers to its client base, using
its fully digitized account opening process, which entails rigorous “Know Your
Customer” (KYC) protocols and screening, modeled on international best practices.
The new standards and processes such as the one’s adopted for onboarding, are
being reinforced for our first, second and third lines of defense by providing rigorous
training at all levels. | am pleased to report that, our efforts in ensuring adherence
to control protocols are being recognized as best in class by our partner banks and
institutions.

Leading the way

Whilst paving the path for a deep rooted and sustained compliance culture, we
continued to grow our core business, over the year rigorously. HBL'’s balance sheet
size touched Rs. 3 trillion in 2018, a growth of 12%. Total deposits in Pakistan
reached Rs 1.9 trillion, as HBL maintained its leadership position by maintaining
a near 14% share of the market. HBL also became the first bank in Pakistan to
cross Rs 1.0 trillion in total net advances; this is a result of continued efforts to grow




domestic lending (30% increase in 2018). HBL recorded a consolidated profit after
tax of Rs 12.4 billion for the year ended December 31, 2018, a growth of 41% over
2017.

The Bank’s consolidated capital adequacy ratio was 16.2% on December 31, 2018
closing, signifying a comfortable buffer and paving the way for further growth of our
businesses. HBL's rating was reaffirmed at AAA in June 2018. While the rating on
HBL’s subordinated debt was upgraded from AA+ to AAA.

Shaping the Future

The information age is upon us and technological advancements are changing
the way we work and the way we think. With the advent of Artificial Intelligence
(Al), we are seeing the dawn of a new era. At HBL, we are totally committed to
embracing this new era and repositioning HBL so that the future of the organization,
may be best articulated by our vision of becoming a ‘Technology company with
a banking license’. We intend to invest more than before and it is our endeavor
to Insha’Allah become not only an industry leader in Pakistan but aim at being
recognized as a progressive institution in the global context. In this review, we are
pleased to report on two key product launches, which we are proud to say have
surpassed most expectations, namely “Konnect” and our mobile app based small-
scale lending program. Since its launch in July 2018, through the Konnect platform,
which primarily targets the unbanked and underbanked population of the country,
we have been able to onboard over 1.4 million new customers thereby breaking all
previous records. Noteworthy is that 25% of these accounts have been opened by
women and that over 25% of these account openings were done by downloading the
app. The second product launch worthy of mention is our mobile app based small-
scale lending program to individuals that has reduced the loan disbursal time to a
few hours compared to a few days. This was launched towards the end of the year
and has contributed to nearly 10% of our personal loan portfolio growth for the year
2018. In 2019, this will be scaled up and we are looking to expand the asset-based
product offering through our mobile app, which will include credit cards.

In terms of our international footprint, we have embarked on a plan to consolidate
our network with a view of focusing our resources on branches with greatest
potential. Efforts to standardize product offerings and upgrading our human capital
in all international markets is beginning to show results. At the same time, we have
put in place stringent risk management and compliance frameworks, which over the
coming years will be formalized and strengthened resulting in better returns, which
will augment further earnings for the bank.

Our people, our assets

Our high achievers have been the true drivers of the bank’s transformation process.
They have taken the challenges head on and are committed to making HBL the best

ANNUAL REPORT 2018 Q



in its class. We wish to express our gratitude for their hard work to overcome the
challenges of the past and for repositioning HBL for a brighter future. At the board
level, there is complete unanimity that we will continue to add competencies where
necessary and at the same time we adopt a “zero tolerance” approach for non-
compliance. Training and human development has been and will continue to remain
areas where there will be no compromises. We wish to engrain a transparent merit
based culture throughout the bank and are determined on building an organization of
equal opportunity. In this context, | am pleased to report that women now constitute
for 16% of our workforce. We target achieving 20% by 2020.

Looking Ahead

In 2018, we have made meaningful investments in business transformation,
compliance, technology and people, which have impacted our cost base, significantly.
However, these are essential investments, which will chalk our future course and
will undoubtedly result in the emergence of a stronger organization. In 2019, we
will continue to focus on supporting the domestic economy through increased
lending, with a focus on SME and small scale borrowers whilst delivering profitable
growth and rationalizing our cost base on the back of our endeavors in technology.
Innovation will remain our cornerstone and we are positioning for exciting strides in
times to come.

Agriculture is and will remain the backbone of Pakistan’s economy. There is much to
be done in this area and HBL will play its part. We are currently the largest private
sector financier in this segment and we intend to develop new products to support
future growth through a focused initiative for which we have created a division,
which will henceforth report to a new board committee, the “Development Finance
Committee”, which will monitor progress and lend support to the management’s
efforts. As a responsible corporate citizen of the country we at HBL are committed
to conducting business in an environmentally sustainable manner and our approach
is reflected in the development of products and services focusing on green finance.

Being an intrinsic part of the economy of Pakistan, with our growing balance sheet,
our strong capital base and technological advancements, aided by our inspired staff
we will continue to support the economic growth of the country and Insha’Allah,
remain a strong development partner for Pakistan.

Before ending my review for 2018, | wish to thank our customers for their unwavering
support and continued patronage of HBL for the past seven decades. It is their trust
and confidence in our capabilities that motivate us to continue to serve them for the
future. | also express our sincere gratitude to our shareholders who have provided
steadfast support and who remain a source of strength.

@ ANNUAL REPORT 2018




We also wish to express our gratitude to our Regulators for their support and
guidance in all aspect of our workings.

We will be pleased to present before our shareholders at the forthcoming AGM, a

final cash dividend of Rs 1.25 per share (12.50%), bringing the total dividend for the
year 2018 to Rs 4.25 per share.

Sultan Ali Allana
Chairman
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Directors’ Report 2018

On behalf of the Board of Directors, we are pleased to present the Consolidated Financial
Statements for the year ended December 31, 2018.

Macroeconomic Review

GDP growth for FY18 rose to 5.8% from the 5.4% achieved in FY17. This was supported by gains in Agriculture and
Manufacturing, with Services maintaining a steady growth rate of 6.4%. However, the first half of FY19 has seen a
slowdown in economic activity with the LSM index for H1FY19 contracting by 1.5% due to demand containment, and
agricultural production declining from FY18 levels. GDP growth, after 3 years of acceleration is now projected to moderate
down to under 4.0%. CPl inflation has been on an upward trajectory and reached a 51-month high of 7.2% in January 2019.
Average inflation for 7MFY19 is 6.2% compared to 3.9% in the same period last year and is expected to be 6.5% — 7.5%
for FY19.

The key determinant of macroeconomic policy has been the balance of payments situation where a protracted and
historically large current account deficit has forced tough decisions on the economy. During FY18, imports rose to an all-
time high of USD 67 billion, ballooning the trade deficit to USD 37 billion. For 7MFY 19 the balance of trade has declined by
5.3% over 7TMFY18; import containment has been somewhat successful with only a 2.4% decrease but, despite the weaker
Rupee, exports have remained stagnant. Remittances, having returned to a nominal growth trajectory in FY18, picked up
pace during the current fiscal year, increasing by 12% and, once again, served to mitigate the negative trade balance. The
current account deficit of USD 8.4 billion for this period, while still significant, represents a 16.8% decline compared to the
same period last year.

With the external account under considerable pressure, the Rupee continued to slide, losing 26% of its value during the
year and crossing Rs 140 before retracting to slightly below this level. After declining by more than 15% from June 2018
levels, foreign exchange reserves rebounded slightly to USD 14.8 billion on inflows from Saudi Arabia and UAE. The
weakening macroeconomic indicators have weighed on Pakistan’s sovereign ratings as Moody’s revised its Outlook on the
current B3 rating to Negative in June while Fitch announced a cut to B- with a Stable Outlook in December. In February,
S&P also downgraded Pakistan’s long-term sovereign credit rating to B-with a Negative Outlook based on external account
concerns. Recently, Moody’s changed its Pakistan Banking System Outlook from Stable to Negative given the industry’s
high exposure to the sovereign and a slowing economy.

The fiscal deficit for FY18 was recorded at 6.6% of GDP, exceeding even the revised target of 5.5%. A similar trend is
apparent for FY19 and Government estimates are for the deficit to reach 6.3% compared to a budgeted level of 5.1%.
Performance on the fiscal front during H1FY19 has remained weak with revenue targets missed as a result of lower tax
rates, the slowing economy and reduction in petroleum levies. On the other hand, expenditure has continued to increase,
driven by rising debt servicing costs and escalating provincial current expenditure. Consequently, the deficit for HIFY19 is
already at 2.7% of GDP.

Given the overall economic context, the equity market underperformed during 2018 with the PSX index showing a
retracement of 8.4% and closing the year at 37,067 points. This is the first time since 1995-1996 that the PSX index has
declined year-on-year for two consecutive years. After a brief rally in January 2019, the downturn in stocks has continued
as the market awaits a clearer roadmap on economic policy and on the timing and quantum of the inevitable IMF program.

Currency in circulation rose by 19%, while Prize Bond issuance has increased substantially. These two developments
indicate a medium-term cash-preference behavior for a broad section of the overall population, largely attributable to tax on
cash withdrawals and other banking transactions. Private sector credit during H1FY19 increased by Rs 570 billion, nearly
double the increase seen in the same period in FY18. This is largely attributed to higher raw material costs as well as
capacity expansions in power and construction related sectors. The SBP has adopted a rapid tightening of monetary policy,
increasing rates in all but one monetary policy; announcement, by a total of 425 bps during 2018. Total industry deposits
grew by 8.0% during 2018, while advances increased by 22.4% over December 2017 levels. Banking system spreads,
after bottoming out in August 2018, have been gradually rising, but the average for 11M18 is still lower than in 2017 due to
the lagged repricing of loans in the rising rate environment.

Financial Performance

HBL’s profit after tax for the year is Rs 12.4 billion, an increase of 41% over 2017, with earnings per share of Rs 8.22
compared to Rs 5.79 in 2017. Pretax profit of Rs 21.6 billion is 27% lower than in 2017 as a result of the multiple one-offs
that affected the Bank’s financial performance in 2018, including the impact of the continued slide in the Rupee and the
remediation, legal and regulatory costs related to its New York branch.

HBL'’s balance sheet has grown by 12%, to Rs 3.0 trillion in Dec’18. Domestic deposits have increased by 6.8% helped by

continued focus on soliciting current deposits which rose by 12.9% to Rs 709 billion. The mix of current deposits improved
from 35.6% in Dec’17 to 37.6% in Dec’18. HBL has become the first bank in Pakistan to cross Rs 1.0 ftrillion in total
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advances, driven by continued growth in domestic lending initiated over the last couple of years. Domestic advances have
increased by 30% over 2017 to Rs 913 billion, with a broad-based growth across most business segments.

Key drivers of the domestic business remain strong and on a rising trajectory; average domestic current accounts increased
by 14.9% over 2017 while average domestic loans increased by 32.4%. The average domestic balance sheet grew by
8%, offsetting the spread reduction caused by lower investment yields and lagged loan repricing. Domestic net interest
income is thus 2.4% higher than for 2017. A turnaround is evident in international revenues in the last quarter of 2018;
nevertheless, they are significantly lower than last year. HBL's total net interest income thus remained at nearly the same
level as in 2017.

Core domestic fees remained strong and increased by 8% over 2017 driven by account operations and card related fees,
consumer financing and general banking charges. Reported fee income at Rs 18.0 billion, is 8% lower as a result of lower
international fee income and a steep, but expected, decline in home remittance income following the extensive de-risking
in end 2017. The Bank’s open FX position has resulted in a revaluation loss of Rs 6.8 billion due to the sharp depreciation
of the Pak rupee; excluding this, FX income grew by 14% on the back of higher trading revenue. The Bank realized
significant capital gains on fixed income bonds in late 2017 in anticipation of a rising interest rate environment. These were
not expected to be replicated and capital gains are Rs 6.0 billion lower than in 2017. Consequently, non-markup income
for 2018 is reported at Rs 19.9 billion.

Administrative expenses in 2018 increased by Rs 16.1 billion. This included several one-offs such as the costs related to
New York, consultancy fees for the business transformation project, a new regulatory requirement of deposit insurance
introduced in H2’18, a revision in the minimum pension level and the impact of rupee devaluation on international expenses.
Excluding the impact of these items, the Bank’s administrative expense growth is contained to low single digits.

With the stock market performing poorly during the year, the Bank recorded an impairment charge of Rs 2.9 billion on its
listed equity investments. This, along with higher provisions in the international business, resulted in total provisions of
Rs 5.0 billion for the year. However, domestic recovery streams continue to stay strong with net credit reversals of Rs 0.9
billion and a Rs 1.5 billion reduction in non-performing loans. Asset quality improved from 8.2% in December 2017 to 7.0%
in December 2018, its lowest level in the last 15 years. The Coverage Ratio declined slightly from prior year end levels but
remained strong at 89.1%.

Movement in Reserves

2018 2017
Rupees in million
(Restated)
Profit after tax 12,441 8,848
Unappropriated profit brought forward 96,974 106,142
Effect of retrospective change in accounting policies
- Deficit on revaluation of fixed assets — net of tax - (803)
- Impact of adoption of IFRS 9 — net of tax (65) -
Unappropriated profit brought forward — restated 96,909 105,339
Profit attributable to equity holders of the Bank 12,056 8,495
Exchange translation realized on sale of Bank branch - 371
Re-measurement loss on defined benefit obligations — net of tax (156) (1,014)
Transferred from surplus on revaluation of assets — net of tax 64 48
11,964 7,900
Profit available for appropriation 108,873 113,239
Appropriations:
Transferred to statutory reserves (1,428) (883)
Transferred from statutory funds of associates 29 20
Cash dividend — Final (1,467) (5,134)
1stinterim cash dividend (1,467) (5,134)
2" interim cash dividend (1,467) (5,134)
3 interim cash dividend (1,467) -
Total appropriations (7,267) (16,265)
Unappropriated profit carried forward 101,606 96,974
Earnings per share (Rupees) 8.22 5.79
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Capital Ratios

Despite the strong asset growth, the consolidated Capital Adequacy Ratio (CAR) improved from 16.0% as at December
31, 2017 to 16.2% at the end of 2018, while the Tier 1 CAR was maintained at 12.0%. This has been underpinned by a
continued optimization of Risk Weighted Assets as well as a conservative dividend policy. Both ratios remain well above
regulatory requirements.

Business Developments

Branch Banking continues to be the growth engine for the Bank, both for new customer acquisition as well as low cost
deposit growth. HBL has maintained its leadership position with a market share of nearly 14%. This year HBL added nearly
1 million new customers through its branch network, bringing its total branch customer base to over 11 million.

HBL Asaan Account, offering a simplified account opening process for smaller ticket customers is a key product for
increasing inclusion of the unbanked population. Since the launch of this product, HBL has been a market leader both in
terms of accounts and volume, with a market share of around 25 percent. In 2018, HBL added 187,000 new customers in
this category. The Bank now has nearly 720,000 Asaan accounts with a total deposit balance of over Rs 10 billion.

HBL deepened the Nisa portfolio (the Bank’'s Women Markets program) through joint campaigns with the HBL Asaan
Account product to further the Bank’s financial inclusion objectives. Benefits were added to make the program more
attractive. The Nisa program also promotes non-financial services, including workshops, training sessions and networking
opportunities to help grow outreach. In 2018, the Bank added 112,000 new Nisa accounts, bringing the total portfolio to
over 430,000 accounts with a deposit of Rs 34.2 billion. HBL now proudly serves 3 million female customers.

Despite gains by competitors, HBL maintained its position as the market leader in Bancassurance with a share of over
35%. Banca-Takaful, the Islamic variant of this product has now gained increasing acceptance, comprising more than a
third of total sales. During the year the business launched HBL Sahara, a small ticket policy sold through Telesales and
EFU Life’s first product offering through HBL. A strengthened call back control mechanism was also implemented and sales
scripts and product marketing material was revised to strengthen compliance.

HBL is the largest private sector agricultural finance provider with nearly 25% of the commercial bank market share. The
Rural Banking business launched several innovative products this year including a mobile application which captures farm
images through mobile and tower-based data. This tool provides significant data points of the farm including farm images,
farmer pictures and geotagging of the farm along with a date and time stamp. Recently HBL became the first bank in
the industry to integrate its system with the Punjab Land Records Authority, allowing online extraction of title documents
and records of agricultural land holdings of farmers. This will enable ownership verification, ensuring the authenticity and
availability of critical documents.

In line with HBL's customer-centricity goals, the business launched Kisaan ki Awaaz (Voice of the Farmer), a structured
program of town halls where farmers are informed about agriculture finance products along with a series of value added
discussions on agronomy and better farm management. HBL is committed to financial inclusion of the rural population
as this segment is of critical importance to Pakistan’s economic development. For the third year in a row, the Institute of
Bankers Pakistan awarded HBL the Best Bank for Agriculture at the Pakistan Banking Awards. HBL is the only bank to have
won this award since their inception.

HBL aspires to create a consistent quality experience for its existing as well as its prospective clients. Service Quality is a
strategic priority for the Bank and is viewed as a key product offering to our clients. To improve the overall service culture,
a Quality Council was established in 2018. Service pledges by staff, along with reward and recognition programs, have
been launched under the umbrella HBL Cares, to recognize their contribution to the organization’s strategic goals. To align
internal service measures with customer feedback, the governance around monitoring and measurement was strengthened
with internal mystery shopping as well as independent customer surveys. This resulted in tangible improvements in attitude
and product disclosure, branch upkeep and Overall High Satisfaction. The organization-wide focus on visibility of customer
complaints and quick complaint resolution has also improved the Problem Resolution Satisfaction scores.

The Conduct Assessment Framework (CAF) committee worked on various cross-functional initiatives to improve Fair
Treatment to Customers as per the SBP’s guidelines. They were able to achieve an improvement in the Bank’s CAF rating,
from 1.74 in 2017 to 1.81 in 2018. In 2018, 70,140 complaints were received directly by the Bank. On average, 4.67 days
were taken to resolve the complaints.

HBL's Consumer Banking business, which helps people achieve their financial aspirations, continued its consistent and
steady growth. In 2018, the portfolio grew by 15% crossing a landmark of Rs 50 billion, with the major contribution coming
from personal loans and auto financing. The overall asset quality continues to be well managed with exceptionally low loss
rates even after several years of sustained growth.

HBL'’s flagship Platinum Card continues to be one of the most acclaimed and sought-after cards in the market, with its
extensive array of features and discounts for customers and worldwide acceptance. This year, the premium card suite was
expanded with the launch of the HBL-Qatar Airways Cobrand, which allows cardholders to accumulate air miles against
spend. In 2018, HBL'’s credit card spend grew by 34% over 2017 to Rs 46 billion and VISA adjudged the Bank as the #1
Credit Card in Pakistan based on payment volumes and spend. HBL continues to be the clear market leader in debit cards,
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with 5.1 million cards in circulation and launched a Gold debit card targeted at the mass affluent segment. Debit card
usage grew by over 42% to Rs 33 billion. Merchant Acquiring assumed clear market leadership with more than 21,000
POS terminals which processed a throughput of Rs 105 billion.

The Islamic Banking business grew its loans and deposits by over 20% while launching several new products — Islamic
Home Finance, Tijarah (Inventory Financing), an Islamic version of the SBP’s conventional Long Term Facility for Export-
Oriented Projects and Islamic Tractor Financing. A dedicated Internal Shariah Audit unit has been set up within the Internal
Audit function, consisting of adequately trained and skilled staff. During the year, HBL Islamic won the coveted Best Islamic
Window of the year 2017, awarded by the CFA association of Pakistan.

HBL'’s Corporate Banking business demonstrated an exceptional performance, growing its loan book by 38% and acquiring
30 new relationships focussed on developing new market segments. The overall client relationship became the key driver
of performance and cross-sell of HBL's powerful suite of products was emphasised. Renewed focus on trade resulted in a
46% growth in volumes.

Leadership in Investment Banking was strengthened and multiple landmark transactions were executed. These included a
330 MW indigenous coal-based power plant, a USD 190 million foreign currency financing facility for an electricity company
and a first-of-its-kind privately placed book built Sukuk issue for a steel manufacturer. The Bank has received several
accolades from both local and international bodies for its prowess in Investment Banking. Some of the most significant
include the Best Investment Bank in Pakistan — International Banker, FinanceAsia, AsiaMoney and the Pakistan Banking
Awards, Regional Bank of the Year for Belt and Road Initiatives in Southeast Asia — FinanceAsia and Best Bank for
Infrastructure / Project Finance in the Region in South Asia — AsiaMoney.

HBL continues to lead the Transaction and Employee Banking space with a market share of 37% in cash management
and 55% in employee banking through its proprietary HBL At Work (HAW) initiative. Total throughput in these initiatives
increased to over Rs 3.1 trillion with over 2,000 mandates. HBL now processes nearly Rs 200 billion in salary payments to
almost 1 million employees. In 2018, the product offering was extended to mid-market and commercial customers along
with the launch of an Islamic HAW product.

HBL — SEMS (Social & Environmental Systems) continued to work with the SBP providing support in the development of
the Green Banking Guidelines (GBG). In line with the facilitation requirements of the GBG, a Solar Product Development
training course was conducted. An Environmental Committee has been formed and various Own Impact Reduction
initiatives are underway. The ESG diligence process is already embedded in all corporate banking credit approvals with
the environmental impact of HBL'’s financing scrutinized by the SEMS team. In 2018, this discipline was extended to other
lending businesses.

HBL'’s Treasury strengthened its position in the domestic fixed income market by retaining its top-ranked Primary Dealer
status for the fourth consecutive year. Over the course of the year the business hosted high-profile seminars in Karachi,
Lahore, and Islamabad to keep clients updated about current and expected macroeconomic developments and their impact
on business and industry. All three events were well-attended by leaders and executives as well as representatives from
the not-for-profit and the public sectors. The Islamic Treasury successfully implemented the OPICS+ system during the
year ensuring that risk management of the Islamic Banking balance sheet is accomplished via a state-of-the-art technology
platform.

In 2018, the Bank accelerated its digitization drive and proactively engaged in conversations about digitization and
innovation across the businesses with key internal and external stakeholders. 2018 was also a leap forward in our journey
to enhance the customer’s digital experience as both the Mobile and the Internet Banking platforms were revamped
and relaunched with a far superior user experience and interface. The new versions have enabled key services which
were previously available only through branch visits. These have now also been launched in key international locations.
Redundancy was built into the technology infrastructure on which the Mobile, Internet and Konnect applications run, to
meet the stringent uptime requirements demanded by these applications.

The Bank was also the first in the market to leverage opportunities on the asset side by offering Personal Loans using
the Mobile App. Approval time has been reduced to hours with approved loans being disbursed directly to the customer’s
account. This revolutionary offering has created ease for our clients, with a quick turnaround and a more personalized
offering to meet their financing needs. So far over Rs 1 billion have been disbursed through this product enhancement.

Konnect with its end-to-end Digital customer acquisition and servicing model was rolled out in July and, by the end of the
year, had enrolled 1.4 million New to Bank customers; 25% of Konnect account holders are women. By leveraging key
digital principles of a frictionless customer journey and a high degree of personalization, this mobile platform was built using
agile methodology and leveraging a network of 40,000 agent locations Konnect offers a range of services for customers
including a biometric authentication based instant account opening while adhering to high compliance standards. A pilot of
open/collaborative banking through APIs was successfully deployed with integrations for two e-commerce merchants. This
is expected to gather momentum in 2019.

HBL recognizes data to be a valuable organizational asset and a critical driver of the digital business model. 2018 saw
the roll out of a comprehensive data strategy which included the initiation of a formal data governance program under the
guidance of a Data Governance Council. A centralized advanced analytics team has also been created and has undergone
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extensive training in artificial intelligence / machine learning techniques. Initial analytics projects are already underway
which will help HBL in providing highly personalized client offerings.

In 2018, the Bank completed a strategic review of its global footprint, which it continued to consolidate, closing its
Paris branch and progressing the orderly winddown of the Seychelles business. In the aftermath of the accelerated de-
dollarization and de-risking carried out in late 2017 and early 2018, this has been a year of rebuilding for the international
network, with a new strategy for the overall network focused on business / trade corridor connectivity with Pakistan. As the
largest executor of CPEC related financing in Pakistan, special emphasis has been placed on Pak-China business flows.
USD clearing challenges faced in 2018 have been addressed through new arrangements, along with enhanced controls
and resources for payment screening and correspondent query management. Countries continue to make significant
progress in improving their compliance systems, processes and governance. Indigenization is a new focus area and HBL
will seek to on-board qualified local talent in the diverse locations in which it operates.

During the year HBL's Urumgqi Branch was granted an RMB license by the China Banking and Inspection Regulatory
Commission (CBIRC) and is targeted to commence RMB business at the end of Q1 2019. This will uniquely position HBL
to offer door to door RMB intermediation. During the year, in-principle approval was received from SBP for upgrading HBL's
Representative Office in Beijing to a branch and work is in progress on obtaining regulatory approvals in China.

HBL'’s subsidiary, the First MicroFinance Bank (FMFB) continued its strong growth while pursuing its objective of financial
inclusion by providing opportunities and stability for its customers and helping them to improve their quality of life. FMFB’s
total loan portfolio grew by 64% to Rs 23.9 billion, covering nearly 420,000 borrowers, 36% of whom are women. Financial
literacy remained a priority in all communications across all channels with unique infomercials placed on social media and
used by branches to educate customers. In 2018, FMFB commercially launched its digital access channels, to further
increase the touchpoints for its diverse customer base. Options now include a Mobile App, IVR Banking, SMS banking and
USSD Banking for customers in remote areas with active support through a 24 x 7 call center. Through proprietary debit
cards, FMFB’s customers can now access their account at any ATM in Pakistan, in addition to the Bank’s 76 own ATMs.
FMFB remains focused on Compliance and launched a Compliance Certification program for all staff.

During 2018, FMFB achieved the Consumer Protection Certification by SMART Campaign, attained after an independent
evaluation of the Bank’s policies and procedures from Microfinanza Rating SRL, an international rating agency. This agency
also awarded FMFB the “Gold Pricing Disclosure Award” a reflection of the Bank’s commitment to transparency. These
certifications demonstrate the Bank’s commitment to expand outreach in a responsible and sustainable manner, adhering
to globally recognized principles of consumer protection.

The initiative that consumed 2018 was HBL’'s Business Transformation program, which is a multiyear change initiative,
centered on making the Bank fit for purpose with sufficient controls and mitigants for handling risks across all geographies
in which the Bank operates. The program focusses on four key pillars — Governance, people, processes and technology —
to ensure that the change is sustainable. These pillars cut across the entire organization, end-to-end and front-to-back, so
that all of HBL’s business and support functions are aligned to the change agenda.

New and enhanced control standards were enforced to create a robust governance framework, ensuring that the
transformation is embedded throughout the organization and becomes part of the Bank’s DNA. Customer onboarding,
risk rating and related processes were totally revamped to create a strong control framework that can safeguard the
Bank against Money Laundering (ML), Terrorist Financing (TF) and Know Your Customer (KYC) related risks. Continuous
and repeated training, development and communication reinforced the transformation initiatives. Compliance and AML
technology systems were upgraded to align with international best practices for sanctions screening and transaction
monitoring so that ML, TF and KYC risks are adequately identified, assessed, mitigated and managed.

In 2018, the Bank took several initiatives to protect its customers against fraud and theft. HBL secured all 2,100+ ATMs
with Skimming Protection Solutions and anti-skimming devices, making HBL the largest secured network in the country.
Domestic EMV acquiring has been rolled out in line with Payment Card security regulations which enables HBL ATMs
to acquire and process local EMV and Chip based transactions. All new card issuance is now EMV (Chip) based, which
reduces the risk of card cloning to a very large extent. In order to enhance protection against fraudulent international usage,
the Bank’s debit cards have been configured so that they cannot be used outside Pakistan by default. Customers have to
call and activate their cards for international POS and ATM usage. Likewise, 3D Secure has been implemented for all debit
and credit card e-commerce transactions, thus reducing the possibility of fraudulent usage. HBL is now enrolled with Visa
and Mastercard in their fraud monitoring programs, which enables the Bank to define rules and limits as appropriate to
identify and prevent fraudulent transactions.

HBL continued to consolidate its strong brand equity throughout 2018. In research conducted by an independent external
agency, HBL maintained its leadership position within the financial sector and its highest brand equity score remains more
than twice that of its nearest competitor. HBL's marketing efforts were recognized by the World Branding Awards, which
once again rated the Bank as Brand of the Year — Banking, Pakistan.

HBL Pakistan Super League (HBLPSL) remained the premier event on the country’s sporting calendar and continues to
advance the goal of bringing international cricket back to Pakistan. Each year, this tournament provides a platform for the
youth of the country to showcase their talent and fulfill their dreams and ambitions, enabling the discovery of new cricketing
stars. HBL has renewed its title sponsorship and is delighted to be continuing its association with the country’s signature
sporting event.
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Human Resources
HBL aims to make the Bank an ‘Employer of Choice’ for top talent in the market.

In line with the Bank’s strategy to increase bench strength in senior positions and to develop the future leadership of HBL,
a number of highly experienced professionals were inducted as part of the Bank’s Executive team. Interactive engagement
sessions and town halls with the President and senior team members were held throughout the network to facilitate
interaction with the field staff and to share the Bank’s strategy and future plans.

With the objective of creating and developing an engaged workforce within the Bank, an engagement survey was rolled
out for the first time. This was enthusiastically received with 82% of HBL's employees availing the opportunity to provide
feedback. The overall engagement level of 78% was ahead of Mercer’s 74% global average, reflecting positively on the
interaction within the Bank. The focus going forward is for all teams to develop and implement their own engagement plans
which will resultantly drive higher performance within the organization and also enhance employee retention.

To attract outstanding millennials, 30 high potential employees were selected as part of ‘The League’, the Bank’s avidly
sought-after Management Trainee program. As part of their development, selected individuals were provided short
international assignments. To develop the leadership pool as part of the Bank’s Talent Management program, structured
plans were developed to engage and retain high potential employees. Over 1,200 staff were hired to build front-line talent
in the branch network through program-based hiring. We were also selected as one of only two banks in Pakistan to be
designated as a Training Organization Outside Practice (TOOP) by the Institute of Chartered Accountants, Pakistan which
allows articleship to be completed through work experience at the Bank.

As always, building employee capacity remained a key area of focus. In particular, emphasis was placed on creating
and driving a compliance culture and delivering the learning and training aspect of the Bank’s business transformation
initiatives. Specific learning interventions were rolled out that resulted in accomplishing a total of over 750,000 manhours
of training during the year, including through e-learning programs covering a wide range of topics. High-end training
was provided to over 180 IT employees where constant upgradation of skills is critical in a rapidly changing technology
environment. More than 1,000 staff received Islamic Banking training while several also attended external training courses
offered by SBP, IBA-CEIF and ETICHA Institute of Islamic Finance.

HBL places great emphasis on creating a diverse culture and promoting a healthy gender mix in its global workforce.
Specific programs such as ‘HBL Elevate’ and ‘HBL Beacon’ were rolled out to develop women leadership. Progressing
towards its objectives of increasing women representation in the Bank, emphasis was placed on hiring at least 30% women
in new hires. In IT, the Bank hired an all-female batch of fresh IT graduates and onboarded them after an eight-week
training program. These concerted efforts have resulted in the percentage of female employees increasing from 14.8% in
2017 to 15.7% in 2018. It is very encouraging that HBL's efforts in this area have been recognized, with the Bank receiving
an award for ‘Employer of Choice for Gender Balance’ from IFC and the Pakistan Business Council.

Risk Management Framework

Effective risk management is the cornerstone of HBL'’s strategic priorities. This is articulated in the Bank’s risk appetite
which is set by the Board in line with international best practices, regulatory requirements and evolving business
needs.

The Bank continuously evaluates its risk architecture and governance framework through the Board Risk Management
Committee which monitors, assesses and manages the risk profile of the Bank on an ongoing basis. Various risk committees
at the senior management level are responsible for oversight and execution whereas day-to-day risk management activities
are delegated to different levels through multi-tier management supervision and clearly articulated policies and procedures.

To further strengthen monitoring of the investment portfolio, the Bank has implemented Value-at-Risk (VaR) based
limits; this is a key milestone achieved towards the adoption of the Basel Internal Models Approach (IMA).

Policies, procedures and systems are in place to govern Operational Risk Management practices in a systematic
and consistent manner. Key tools such as Risk Control Self-Assessment (RCSA), Key Risk Indicators and Operational
Loss Data Management, are used to gauge the likelihood and severity of operational risk. The Operational Risk
Profile and Fraud Risk Assessment are regularly shared with senior management and the Board Risk Management
Committee. The Bank uses stress testing and scenario analysis to proactively assess the impact of different operational
loss scenarios.

Management of Compliance risk has remained high on HBL's agenda for 2018. During this year, a dedicated Board
Compliance & Conduct Committee was formed to improve governance and oversight of this critical area.

As part of the Bank’s transformation program, HBL has upgraded its Sanctions screening and transaction monitoring
systems while graduating to a real-time customer risk rating methodology incorporating FATF, Basel and Wolfsberg
guidelines. Staffing has been more than doubled and subject matter experts have been inducted in new areas such as
Trade-Based Money Laundering, compliance training and project management. HBL has developed a holistic Financial
Crime Risk Assessment based on local and international best practices to better dimension and mitigate its Compliance
risk.
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The emphasis on Compliance training translated into the rollout of improved programs, both for e-learning as well as for
classroom training. A suite of e-Learning modules was developed in Urdu, in addition to English, to ensure that the training
is appropriately delivered and achieves maximum outreach and knowledge retention.

As consumers increasingly adopt and depend on mobile and digital technologies for their business as well as lifestyle
needs, Information Security has become a critical business function and an essential component of governance. HBL is
committed to protecting its clients and their information and has increased its efforts to stay ahead of industry trends. HBL
continues to strengthen its cyber defenses by utilizing effective preventive and detective information security measures
to counter evolving threats. In 2018, HBL successfully retained its PCI DSS certification, the de facto security standard
for the Payment Card industry and remains the only bank in the country to have achieved this milestone. During the year
HBL also achieved ISO 27001 international information security related certification. These measures allow HBL to provide
protection, confidence and security to clients while offering them innovative digital solutions. Support was also provided
to our UK and European operations to enable them to meet the September 2018 deadline of adherence to the EU’s new
GDPR regulations.

Corporate Social Responsibility (CSR)

Giving back to society is one of HBL's core values and the Bank continues to play its role as a responsible corporate citizen.
In order to promote sustained economic and social development to the communities it serves, the Bank contributes 1% of
its annual profit after tax to the HBL Foundation, which was established in 2009 to promote the development and well-being
of the underprivileged, and improve their quality of life. During 2018, the Bank donated Rs 128 million, both to the HBL
Foundation and also directly to deserving causes.

In 2018, significant financial support was provided to various organizations across Pakistan, primarily focusing on health
and education. 29 doctors of Indus Hospital benefited from the Emergency Medicine Training Program which will provide
free health care to the general public. 12 free eye surgical camps were setup in collaboration with Marie Adelaide Leprosy
Center in Balochistan and Gilgit Baltistan, bringing the total number of beneficiaries to more than 15,000. HBL also partnered
with the Cancer Care Hospital and Research Center, Jinnah Post Graduate Medical Center, Lady Dufferin Hospital and
Aga Khan Health Service all of which will ultimately benefit the less privileged sections of society.

HBL firmly believes that education will be the driving force for the economic uplift of the people of Pakistan. Vocational
training, conventional education and skill development were all invested in through collaboration with Helping Hands
Welfare Association, Network of Organizations Working for People with Disabilities (NOWPDP) and others. Contributions
were made to institutions across the country including a youth vocational training center in Skardu, Baltistan, and higher
educational institutions in Balochistan and in interior Sindh. HBL’s support has also facilitated The Citizens Archive of
Pakistan to set up an interactive museum in an underprivileged area of Lahore.

Corporate volunteering is a key strategic agenda for the Bank and in 2018, more than 500 employees dedicated their time
and resources to social and national causes. HBL, in collaboration with | AM KARACHI, participated in the Heritage Walk
which aims to rekindle the general public’s interest in the city’s heritage and historic sites. Employees collaborated with the
Indus Hospital to launch a Blood Donation Drive and organized an Eid Milan Party for special children.

HBL, in collaboration with the World Wildlife Fund, celebrated the World Environment Day with this year’s theme/tag line
#BeatPlasticPollution. An interactive awareness session for employees was organized and as a sequel, Karachi employees
participated in a ‘Beach Clean’ Activity. 150 employees at the Bank’s IT Innovation Center organized a plantation drive
around the premises, sending out a strong message for the need to plant trees and contribute to the environment.

Donations to the HBL Foundation and others are disclosed in Note 28.4 to the financial statements.
Credit Ratings

The Bank’s credit ratings were re-affirmed in June 2018 by JCR-VIS at AAA/A-1+ for long-term and short-term respectively.
At the end of the year, JCR-VIS also restored the Outlook on HBL'’s ratings to Stable and the rating of the subordinated debt
to AAA. In doing so, the rating agency cited the improvements in HBL's corporate governance framework in general and
compliance in particular, and reflected the Bank’s position as Pakistan’s largest commercial bank with systemic importance,
a strong franchise and diversified operations. Moody’s also reaffirmed HBL's local currency deposit ratings at B3 and the
baseline credit assessment at caa1. Based on Moody’s rating of the sovereign as B3 Negative, the Bank’s foreign currency
rating is at Caa1 with the Outlook on the overall ratings as Negative.

Future Outlook

The headwinds affecting Pakistan’s macroeconomics have intensified. The country’s historical problem with the twin
deficits, suppressed for some time, has resurfaced, with a combined deficit of over 12%. Core inflation continues to rise
and, despite some curbing of demand, is expected to increase further with the knock-on effects of the exchange rate
movements and higher electricity and gas tariffs. There is an urgent need to revitalize industrial production and stimulate
exports which, despite the currency devaluation, have failed to show meaningful performance. On the fiscal side, with the
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rising rate environment leading to spiraling debt servicing costs, revenue enhancements through a meaningful widening of
the tax base remain imperative. Infrastructure gains made under the first phase of CPEC now need to be leveraged with
export-centric industrial expansion in Phase .

Support from friendly countries has temporarily averted a balance of payments crisis. However, given the looming
repayments in 2019 IMF assistance will be required and a program appears to now be very much on the cards. However,
this will require the Government to take tough steps on energy prices, ailing public sector enterprises and circular debt and
to implement sweeping taxation reform.

After a challenging year, HBL is expected to deliver improved performance in 2019. Some of the exceptional cost pressures
faced in 2018 will abate in both the domestic and international businesses as the external costs of the Bank’s business
transformation and the New York related remediation expenses have peaked. The Bank’s investment in its transformation
program is, as expected, now becoming a competitive advantage for the Bank and is being recognized by local and
international partners and stakeholders.

HBL, as a Technology Company with a Banking License will accelerate its digital journey in 2019 transforming the customer
experience through innovative products and channels. The Mobile First strategy will ensure that we keep delighting our
customers with new product and feature offerings to make this their Lifestyle App of choice. Service quality, where much
remains to be done, will remain a priority for the foreseeable future. Gains made under the Bank’s business transformation
program will be further embedded so that world class standards are achieved and maintained in all aspects of operations.
The Bank is fully committed to its objective of financial inclusion for all and in female empowerment. With its growing
balance sheet, improved capital strength and unmatched footprint across all channels, HBL has the capacity and the
determination to make a significant contribution to the development of the country and its economy.

Dividend

The Board has recommended a final cash dividend of Rs 1.25 per share for the year ended December 31, 2018, bringing
the total cash dividend for the year to Rs 4.25 per share. The Board had earlier declared and paid interim cash dividends
totalling Rs 3.00 per share.

Change in Directors

Mr. Sajid Zahid retired from the Board of Directors on March 26, 2018, at the conclusion of his term, after having served
on the HBL Board since 1999. The Board wishes to place on record its deepest appreciation for the contribution and wise
counsel of Mr. Zahid. On March 27, 2018, the remaining six retiring Directors were elected to a new three-year term on the
Board of HBL.

Ms. Sadia Khan was elected as a Director on March 27, 2018. Ms. Khan has extensive domestic and international
experience, having served with multilateral organizations, and in the areas of financial regulation and entrepreneurship.
The Board welcomes Ms. Khan and looks forward to her contribution.

Meetings of the Board

Board Meeting
“:3::;%::::: Attendance
Mr. Sultan Ali Allana 10 10
Mr. Shaffiq Dharamshi 10 9
Mr. Moez Ahamed Jamal 10 10
Mr. Salim Raza 10 10
Dr. Najeeb Samie 10 10
Mr. Agha Sher Shah 10 8
Mr. Sajid Zahid * 3 3
Ms. Sadia Khan 2 7 7
Mr. Rayomond H. Kotwal * 4 4
Mr. Muhammad Aurangzeb “ 6 6

" Mr. Sajid Zahid completed his term as a Director on March 26, 2018

2 Ms. Sadia Khan was elected as a Director with effect from March 27, 2018

3 Mr. Rayomond H. Kotwal was appointed as Acting President & CEO effective December 1, 2017 to April 29, 2018
4 Mr. Muhammad Aurangzeb was appointed as President & CEO effective April 30, 2018
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Meetings of Board Committees

pudicomiteo | Msllmagomert | HumerReseusend | Bomd Complarce &
Meetings Meetings Meetings Meetings
held during | Attendance | held during | Attendance | held during | Attendance | held during | Attendance
tenure tenure tenure tenure

Mr. Sultan Ali Allana N/A N/A N/A N/A 6 6 N/A N/A
Mr. Shaffiq Dharamshi N/A N/A 4 4 5 5 N/A N/A
Mr. Moez Ahamed Jamal 8 8 N/A N/A 1 1 6 6
Mr. Salim Raza N/A N/A 4 4 N/A N/A N/A N/A
Dr. Najeeb Samie 8 8 N/A N/A N/A N/A N/A N/A
Mr. Agha Sher Shah N/A N/A N/A N/A 6 5 N/A N/A
Mr. Sajid Zahid * 2 2 1 1 N/A N/A N/A N/A
Ms. Sadia Khan 2 6 6 N/A N/A 4 4 6 6
Mr. Rayomond H. Kotwal 3 N/A N/A 2 2 N/A N/A N/A N/A
Mr. Muhammad Aurangzeb * N/A N/A 2 2 N/A N/A N/A N/A

" Mr. Sajid Zahid completed his term as a Director on March 26, 2018

2 Ms. Sadia Khan was elected as a Director with effect from March 27, 2018

3 Mr. Rayomond H. Kotwal was appointed as Acting President & CEO effective December 1, 2017 to April 29, 2018
4 Mr. Muhammad Aurangzeb was appointed as President & CEO effective April 30, 2018

Meetings Meetings Meetings
held during | Attendance | held during | Attendance | held during | Attendance
tenure tenure tenure

Mr. Sultan Ali Allana 3 2 N/A N/A N/A N/A
Mr. Shaffiq Dharamshi N/A N/A " 1" N/A N/A
Mr. Moez Ahamed Jamal N/A N/A N/A N/A N/A N/A
Mr. Salim Raza 3 3 N/A N/A 4 4
Dr. Najeeb Samie N/A N/A 11 11 N/A N/A
Mr. Agha Sher Shah N/A N/A N/A N/A 4 4
Mr. Sajid Zahid ' N/A N/A N/A N/A N/A N/A
Ms. Sadia Khan 2 N/A N/A N/A N/A N/A N/A
Mr. Rayomond H. Kotwal * N/A N/A N/A N/A N/A N/A
Mr. Muhammad Aurangzeb * 3 3 N/A N/A 2 2

" Mr. Sajid Zahid completed his term as a Director on March 26, 2018

2 Ms. Sadia Khan was elected as a Director with effect from March 27, 2018

3 Mr. Rayomond H. Kotwal was appointed as Acting President & CEO effective December 1, 2017 to April 29, 2018
4 Mr. Muhammad Aurangzeb was appointed as President & CEO effective April 30, 2018

The Board IT Committee was reconstituted on February 15, 2018

The Board Committee on Agri, SME and Financial Inclusion was formed on April 10, 2018 and renamed as the Development Finance Committee on
May 30, 2018

The Board Committees were reconstituted on April 10, 2018

Ms. Sadia Khan was co-opted in the Board Human Resources and Remuneration Committee from May 30, 2018

In addition to the above, a Board Oversight Committee — International Governance was formed in the Board Meeting held
on December 14 & 15, 2018, to bring dedicated focus on the international business. The committee is chaired by Mr. Sultan
Ali Allana and includes Dr. Najeeb Samie and Mr. Muhammad Aurangzeb. The committee has not held any meetings in
2018.

Auditors

The current auditors, Messrs. A. F. Ferguson & Co., Chartered Accountants, retire and, being eligible, offer themselves for
reappointment at the Annual General Meeting. Accordingly, the Board of Directors, on the recommendation of the Board
Audit Committee, recommends the appointment of Messrs. A. F. Ferguson & Co., Chartered Accountants, as the auditors
of the Bank for the financial year 2019.




Statement on Corporate and Financial Reporting

The Board is committed to ensure that the requirements of corporate governance set by the Securities and Exchange
Commission of Pakistan are fully met and the Directors are pleased to report that:

a)  The financial statements prepared by the management of the Bank present a true and fair view of the state of its
affairs, operational results, cash flows and changes in equity.

b)  Proper books of accounts of the Bank have been maintained.

c)  Otherthan the changes as disclosed in Note 4.1 to the financial statements, accounting policies have been consistently
applied in the preparation of financial statements and accounting estimates are based on reasonable and prudent
judgment.

d) The Bank has followed International Financial Reporting Standards (as applicable to Banks in Pakistan) in the
preparation of its financial statements and there is no departure from the said standards.

e) As a continuous process, efforts have been made to effectively implement the internal control system. HBL follows
the SBP Internal Control Guidelines, including the roadmap and the guidelines for Internal Controls over Financial
Reporting (ICFR). The Bank has evaluated its ICFR process and developed a Framework document for the
management of ICFR, including a Management Testing and Reporting Framework.

f) There are no doubts about the Bank’s ability to continue as a going concern.
g)  There has been no material departure from the best practices of corporate governance as detailed in the Code.

h)  Key operating and financial data for the last six years is presented in the financial statements under the section
“Growth 2013 to 2018 — Consolidated”.

i) The Directors, CEO, CFO and Company Secretary have confirmed that neither they nor their spouses are engaged
in the business of stock brokerage.

j) Audit, Human Resource and Remuneration, Risk Management, IT, Compliance and Conduct, Development Finance
and Board Oversight Committees constituted by the Board are functioning efficiently in accordance with their Terms
of Reference. The Board has met regularly and held ten meetings in the year, including at least once in every quarter.

The Board is pleased to endorse the statement made by the management relating to Internal Controls. The Statement of
Internal Control, the Statement of Compliance with the Code, the Review Report on Statement of Compliance with the
Code and the Auditor's Reports are attached to the Financial Statements.

Events After the Balance Sheet Date

The Finance Supplementary (Second Amendment) Bill, 2019 laid down before the National Assembly of Pakistan on
January 23, 2019, amended the rates of Super Tax noted in the earlier Finance Act 2018 and prescribed a flat rate of 4%
super tax for all accounting years from 2017 to 2020. The changes proposed by the Bill are being deliberated and have not
yet been enacted. If the Bill is enacted in its proposed form, the potential financial impact of the revision in the rate of Super
Tax for the accounting year 2017 would amount to Rs 1,933 million.

Value of Investments in Employee Retirement Benefits Funds

The table below shows the value of the investments of the provident, pension, gratuity and benevolent funds maintained
by the Bank, based on their audited financial statements as at December 31, 2018.

Rupees in million
Employees’ Provident Fund 6,176
Employees’ Pension Fund 4,351
Employees’ Gratuity Fund 1,845
Employees’ Benevolent Fund — Executives and Officers 1,446
Employees’ Benevolent Fund — Clerical and Non-Clerical 699

Pattern of Shareholding

The pattern of shareholding as at December 31, 2018 and the trading in the Bank’s shares by Executives, as defined by
the Board of Directors under the Code is given in the Annual Report under the requirements of the Code.
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Parent Company

As disclosed in Note 1.1 of the financial statements, The Aga Khan Fund for Economic Development (AKFED), S.A. is the
parent company of the Bank and its registered office is in Geneva, Switzerland.

Training programs attended by Directors

As mentioned in the Statement of Compliance with the Code of Corporate Governance (the Code), a majority of the
Directors have previously attended the SECP approved Directors’ Training program offered by the Institute of Business
Administration, Karachi and are certified as Directors in accordance with the Code. During this year, the Board attended a
two-day training program on Financial Crime Prevention organized by the Commonwealth Development Corporation PLC
(CDC), to ensure an appropriate level of focus on this critical area.

Composition of the Board and Board Committees

The composition of the Board and details of the Board Committees are given in the Statement of Compliance with the Code
of Corporate Governance.

Compensation of Directors

The Directors are paid Rs 400,000 for attending Board and Committee Meetings. In addition, the non-Executive Directors
are entitled to receive TA/DA and fare for travel as per the TA/DA policy approved by the Board from time to time. These
were approved by the Shareholders in the Bank’s Extraordinary General Meeting held on March 19, 2018.

The aggregate amount of fees paid to the Directors is disclosed in Note 39 to the Consolidated Financial Statements.
Appreciation and Acknowledgement

On behalf of the Board and management, we would like to place on record our appreciation for the efforts of our Regulators
and the Government of Pakistan, in particular the State Bank of Pakistan, the Ministry of Finance and the Securities and
Exchange Commission of Pakistan, for developing and strengthening the banking and financial industry through continuous
improvements in the regulatory and governance framework.

We are indebted to our customers, many of whom have banked with us for generations, and who continue to entrust us with
their business and confidence. Our shareholders have provided steadfast support and to them and to all our stakeholders,
we are deeply grateful. The Board and the management remain committed to maintaining the highest standards of

governance and we assure our stakeholders that we will be industry leaders in this area. We would also like to thank our
employees and their families for their dedication and their tireless efforts towards the growth of HBL.

On behalf of the Board

Muhammad Aurangzeb Moez Ahamed Jamal
President & Chief Executive Officer Director

February 20, 2019
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Growth at a Glance - 2013 to 2018 (Consolidated)

2013 | 2014 | 2015 | 2016 | 2017 | 2018

Investments 826062 922,691 1,270,824 1,344,405 1,374,816 1,390,052
Advances 583701 600,020 637,384 748,466 851,502 1,080,440
Totalassets 1715271 1,864,618 2,218,433 2,519,077 2,696,218 3,025,853
CASAdeposits 1027284 1,190,428 1,348,095 1,552,598 1,668,837 1,755,960
Total deposits ~1401,230 1,524,645 1,634,944 1,885,959 1,998,935 2,137,293
Borrowings 107,864 103,411 314,319 331,727 397,803 523,319
Totalequity 142434 169,595 182,620 196,269 188,751 199,252
Net interestincome 55,398 68,583 78,169 81,951 81,833 81,677
Non fund income 18,941 23,425 36,584 31,435 34,116 19,894
Total revenue 74,339 92,008 114,753 113,387 115,949 101,571
Total expenditure 36,854 42,227 49,713 55,970 62,371 74,978
Operating profit 37,485 49,781 65,040 57,417 53,578 26,593
Provision against advances & others 1,351 1531 4754 892 374 5,009
Extraordinary and unusualitem T T T T AL A
Profit before taxaton 36,133 48,250 60,286 56,525 29,487 21,585
Profit after taxaton 23,027 31,483 35,102 34,206 8,848 12,441
Return on average assets (RoA) 1.4% 1.8% 1.7% 1.4% 03%  04%
Return on average equity (RoE) 16.8% 20.2% 19.9% 18.1% 52% 1A%
Cost to income rato 48.6% 44.8% 42.2% 48.3% 529%  76.2%
NFI to gross revenue 25.5% 25.5% 31.9% 27.7% 294%  19.6%
Gross advances to deposits rato 45.0% 43.7% 43.2% 43.3% 46.1%  53.9%
Investment to deposits rato 59.0% 60.5% 77.7% 71.3% 68.8%  65.0%
NPLs to gross advances 12.7% 11.9% 10.9% 9.2% 82%  1.0%
Coverage - specific 80.8% 79.9% 85.8% 86.4% 87.6%  84.7%
Coverage -total 83.5% 83.2% 90.1% 91.2% 91.6%  891%
Currentdeposits mix 29.4% 34.2% 36.7% 37.0% 36.7%  38.0%
CASAmix 73.3% 78.1% 82.5% 82.3% 83.5%  82.2%
Earnings per share 17.2 216 23.9 23.2 58 82
Cash dividend per share 8.0 12.0 14.0 14.0 80 43
Bonus issue pershare 1.0 T T T T
Dividend yield (based on cash dividend) 6.1% 6.3% 6.8% 6.8% 34%  2.5%
Dividend payoutrato 46.0% 56.0% 58.0% 60.0%  1382%  51.7%
Price to book value ratio (times) 12 16 1.7 1.5 18 13
Price to earnings ratio (times) 76 8.8 8.6 8.8 403 207
Market value per share : : : :

Closing 161.2 216.3 200.1 273.3 1671  120.5

High during theyear 1775 225.8 236.9 284.0 3140  229.7

Low during the year 88.0 156.0 167.5 169.0 1483  M73
Market Capitalisation (Rs in Billion) 215.0 317.2 293.5 400.8 2451 176.7
Breakup value per share 106.8 116.0 1245 133.8 1287  135.8
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Growth at a Glance - 2013 to 2018 (Consolidated)

2013 | 2014 | 2015 | 2016 | 2017 | 2018

Industry share

Deposits  151%  148%  141%  141%  143%  13.9%
Advances  107%  110%  107%  113%  11.6%  12.2%
Trade (Rs in Million) . . . . -
Importvolume 476574 401,464 385846 390,224 438,466 426,155
Exportvoume 427845 442003 450522 359,214 322267 316,900

Capital adequacy

CET1TtoRWA 129%  133%  131%  120%  120%  12.0%
Tier-1toRWA 12.9% 13.3% 13.1% 12.0% 120%  12.0%
Total capital to RWA 15.4% 16.2% 17.0% 15.5% 16.0%  16.2%
RWAto total assets 49.3% 52.0% 47.8% 48.1% 431%  39.0%
Branches 1,594 1,644 1,716 1,731 1,751 1,743
AIMs 1,283 1,592 1,947 2,000 2,007 2139
Branchless banking agents 4,607 8,425 17,268 18,699 27,000 37,503
POS terminals - 1,619 12,300 14,926 18,015 21,024
Customers (in milion) 6.8 76 8.8 10.2 1.6 141
Women customers-% 19% 24% 24% 24% 24%  24%
Mobile & net banking subscribers (‘000) 84 120 168 387 Mmoo 773
Debitcards(000) 2,098 2,319 4,736 4,233 4636 5,168
Creditcards (0OO) 129 116 19 132 142 162
Permanent employees 13,825 14,103 15,042 17,220 18,085 20,093
Femalestaff -% 8.0% 9.8% 12.5% 12.3% 148%  157%
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Annual Statement on Internal Controls 2018

An internal control system is a set of procedures and activities designed to identify and mitigate the risk in processes
and operations in order to support the overall business objectives of the Bank. It is the responsibility of the Bank’s
management to establish an internal control system to maintain an adequate and effective internal control environment
on an ongoing basis.

The management of the Bank has formulated, implemented, and maintained a system of internal controls approved by
the Board of Directors, the goal of which is to achieve effectiveness and efficiency of operations while adhering to laws
and regulations, resulting in reliability of financial reporting. However, even a well-designed system of internal controls
has inherent limitations and therefore can only provide reasonable assurance and not absolute assurance against
material misstatement and loss. It also requires continuous improvement to align it with the changing environment
and needs of the business.

The Bank’s internal control structure comprises of different levels of monitoring activities. The Bank follows the “three
lines of defense” model with the first line comprising of front-office and customer facing and enabling functions, the
second line being Compliance and other Risk and Control Functions and the third line of defense being Internal Audit.
In 2018, management has formed a Compliance Committee of Management and a Control Committee, to monitor,
review and provide oversight of compliance and control related matters across all units and locations of the Bank.
Where known gaps exist, plans are in place to address them and these plans are reviewed and monitored by the two
committees. Both these Committees are chaired by the President. In addition, the HBL Board has formed a Board
Compliance & Conduct Committee, which acts as an oversight authority and supports the Board in embedding a
compliance and conduct culture in the Bank.

The front-line management’s role is to monitor day to day operations and ensure that business risks are properly
mitigated, control breaches are identified on a timely basis and corrective actions are promptly implemented. The
Bank’s Internal Control Unit (ICU) conducts on-site and off-site reviews of operations processes in branches as well
as in the Head Office. ICU monitors and identifies design and implementation gaps in processes and ensures that
timely remedial actions are undertaken.

The Compliance function’s role is to strengthen the compliance environment and minimize compliance risk across the
institution through effective compliance with laws, regulations, guidelines and internal policies and procedures. Internal
Audit conducts audit of relevant activities and processes to evaluate the effectiveness of the control environment
throughout the Bank. All significant/material findings of Internal Audit are reported to the Board Audit Committee,
which oversees implementation of internal controls to ensure that any identified risks are mitigated to safeguard the
interest of the Bank.

The Bank follows the SBP’s instructions on Internal Controls over Financial Reporting (ICFR) and has complied with
the SBP’s stage wise implementation roadmap. As part of this exercise, the Bank has documented a comprehensive
ICFR Framework which has been approved by the Board of Directors. The Bank’s external auditors are engaged
annually to provide a Long Form Report on ICFR, which is submitted to the SBP within the required timelines. A
quarterly progress report on ICFR, duly approved by the BAC, is also submitted to the SBP. During the year, the Bank
conducted testing of financial reporting controls for ensuring the effectiveness of ICFR throughout the year. None of
the deficiencies identified are expected to have a material impact on financial reporting.

At the end of 2017, the Bank had embarked on a business and compliance transformation program across the
organization to proactively review and further enhance the Bank’s controls, compliance and governance. Progress
on this major initiative has been satisfactory and has been recognized by our various stakeholders. While the majority
of the formal program is expected to be completed in 2019, management will continue to strengthen its compliance
and control environment on an ongoing basis.

Based upon the results achieved from reviews, ongoing testing of financial reporting controls and audits conducted
during the year 2018, the management considers that the Bank’s existing system of internal controls, including ICFR,
is adequate and has been effectively implemented and monitored, although room for improvement always exists.

The Board of Directors has duly endorsed management’s evaluation of internal controls including ICFR in the
Director’s Report.

Rayomond Kotwal Nauman Riaz Armughan Ahmed Kausar Sagheer Mufti
Chief Financial Officer = Chief Compliance Officer  Chief Internal Auditor Chief Operating Officer
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Independent Auditor’s Review Report
To the members of Habib Bank Limited

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
Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of Habib Bank Limited For
the year ended December 31, 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
responsibility is to review whether the Statement of Compliance reflects the status of the Bank’s compliance
with the provisions of the Regulations and report if it does not and to highlight any non-compliance with the
requirements of the Regulations. A review is limited primarily to inquiries of the Bank’s personnel and review of
various documents prepared by the Bank to comply with the Regulations.

As a part of our audit of the financial statements we are required 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 requires 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 undertaken 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 December 31, 2018.

A.F. Ferguson & Co.
Chartered Accountants

Engagement Partner: Salman Hussain
Karachi

Date: February 25, 2019
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Statement of Compliance with Listed Companies
(Code of Corporate Governance) Regulations, 2017

Habib Bank Limited (hereinafter referred to as ‘the Bank’) has complied with the requirements of the Listed
Companies (Code of Corporate Governance) Regulations, 2017 (“the Regulations”) in the following manner:

1.

2.

10.

1.

The total number of Directors is 8 as shown in the following table:

Category Number of Directors
a. | Male Director* 7
b. | Female Director 1

* including the President & CEO, who is an Executive Director

The composition of the Board of Directors is as follows:

Categories Names of Directors
1-  Mr. Salim Raza
Independent Directors 2- Dr. Najeeb Samie

3- Mr. Agha Sher Shah

4-  Mr. Sultan Ali Allana

5- Mr. Shaffig Dharamshi
6- Mr. Moez Ahamed Jamal
7- Ms. Sadia Khan

Executive Directors 8- Mr. Muhammad Aurangzeb

Non-Executive Directors

The Directors have confirmed that none of them is serving as a Director of more than five (5) listed
companies (excluding the listed subsidiaries of listed holding companies where applicable), including the
Bank.

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

The Board has approved a Vision / Mission statement, overall corporate strategy and significant policies
of the Bank. The Bank maintains a complete record / log of all policies along with the dates on which these
were approved or amended including the dates when these are required to be updated.

All the powers of the Board have been duly exercised and decisions on relevant matters have been taken
by Board / shareholders as empowered by the relevant provisions of the Companies Act 2017 and the
Regulations.

The meetings of the Board were presided over by the Chairman of the Board. The Board has complied
with the requirements of Companies Act 2017 and the Regulations with respect to frequency, recording
and circulating minutes of meetings of the Board.

The Board of Directors have a formal policy and transparent procedures for remuneration of Directors in
accordance with the Companies Act 2017 and the Regulations.

A majority of the Directors have attended SECP approved Directors’ Training Programs and are certified
as Directors in accordance with the Code.

The Board has approved appointment of the President & CEO, the Chief Financial Officer, the Company
Secretary and the Head of Internal Audit, including their remuneration and terms and conditions of
employment and complied with the relevant requirements of the Regulations.

The Chief Financial Officer and the Chief Executive Officer have duly endorsed the financial statements
before the approval of the Board.
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12. The Board has formulated the following committees comprising of the members listed against each
committee as of December 31, 2018:

Name of Committee Composition

a) Board Audit Committee (BAC) 1. Dr. Najeeb Samie, Chairman
2. Mr. Moez Ahamed Jamal, Member
3. Ms. Sadia Khan, Member

b) Board Compliance and Conduct Committee (BCNC) 1. Mr. Moez Ahamed Jamal, Chairman

2. Ms. Sadia Khan, Member

3. Mr. Sagheer Mufti, Non-voting member

—_

. Mr. Salim Raza, Chairman
2. Mr. Sultan Ali Allana, Member
. Mr. Muhammad Aurangzeb, Member

c) Board Development Finance Committee (BDFC)

w

d) Board Human Resource & Remuneration
Committee (BHR&RC)

. Mr. Agha Sher Shah, Chairman
. Mr. Sultan Ali Allana, Member

. Mr. Shaffiq Dharamshi, Member
. Ms. Sadia Khan, Member

ArOWODN -

. Mr. Salim Raza, Chairman
. Mr. Agha Sher Shah, Member
. Mr. Muhammad Aurangzeb, Member

e) Board IT Committee (BITC)

WN =

. Mr. Sultan Ali Allana, Chairman
. Dr. Najeeb Samie, Member
. Mr. Muhammad Aurangzeb, Member

f) Board Oversight Committee — International
Governance (BOC-IG)

WN =

g) Board Oversight Committee — New York (BOC-NY)

—_

. Mr. Shaffiq Dharamshi, Chairman
2. Dr. Najeeb Samie, Member

h) Board Risk Management Committee (BRMC) . Mr. Salim Raza, Chairman

. Mr. Shaffiq Dharamshi, Member

. Mr. Muhammad Aurangzeb, Member

WN =

13. The Terms of Reference of the aforesaid committees have been formed, documented and advised to the
committee for compliance.

14. The number of meetings of the committees held during the year were as per the following table:

Name of Committee Number of Meetings
a) Board Audit Committee (BAC)

b) Board Compliance and Conduct Committee (BCNC)

c) Board Development Finance Committee (BDFC)

d) Board Human Resource and Remuneration Committee (BHR&RC)
e) Board IT Committee (BITC)

f) Board Oversight Committee — International Governance (BOC-IG) *
g) Board Oversight Committee — New York (BOC-NY) 1
h) Board Risk Management Committee (BRMC)

1O WO

3

* The Committee was formed and its Terms of Reference were approved by the Board in December 2018. Therefore, no meetings
of this committee were held in 2018.

15. The Board has set up an effective Internal Audit function. The Internal Auditors are conversant with the
policies and procedures of the Bank and are considered suitably qualified and experienced for the purpose.
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16. The Statutory Auditors of the Bank have confirmed that they have been given a satisfactory rating under
the quality control review program of the Institute of Chartered Accountants of Pakistan (ICAP) and are
registered with the Audit Oversight Board of Pakistan, that they or any of the partners of the firm, their
spouses and minor children do not hold shares of the Bank 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.

17. The Statutory Auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the Companies Act 2017, the regulations or any other regulatory
requirement and the auditors have confirmed that they have observed IFAC guidelines in this regard.

18. We confirm that all other material requirements of the Regulations have been complied with.

Muhammad Aurangzeb Dr. Najeeb Samie
President & CEO Director

Date: February 20, 2019
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Report of Shariah Board

For the year ended December 31, 2018
Presented to the Board of Directors

Alhamdulillah, HBL — Islamic Banking (HBL-IB) has completed another year of successful Islamic banking
operations. The Shariah Board (SB) hereby presents its opinion on the affairs of HBL's Islamic Banking
operations. The Board of Directors (BoD) and the management is committed to providing an effective and
comprehensive Shariah Governance environment to regulate the overall functions of the bank. During the
year Shariah Board convened various SB meetings to discuss different matters referred to the Shariah Board
including Shariah compliance review reports, Internal/External Shariah Audit Reports, policies and procedures,
new products/ renewals of existing products, transaction structuring, Shariah queries, process flows, business
and marketing material etc.

HBL-IB is equipped with a team of qualified professionals in its Shariah Compliance Department (SCD), working
under the supervision and guidance of the Shariah Board. The prime objective of this function is to ensure
Shariah Compliance at various levels and take corrective measures.

The SB has reviewed and evaluated the Shariah basis and principles used in products & services, agreements
& contracts, transactional processes & structures and policies introduced by HBL-IB during the year. The SB has
also conducted Shariah compliance reviews through the Sharia Compliance Department (SCD), which includes
examination of transactions on sample basis. SCD has reviewed relevant documentation and procedures
adopted by HBL-IB and obtained sufficient information and evidence to form an opinion and provide reasonable
assurance whether HBL-IB has complied with respective Shariah rules and guidelines issued by the SB and the
SBP. The SCD, besides conducting Shariah reviews of Islamic Banking Windows (IBWs) and Islamic Banking
Branches (IBBs) has reviewed financing transactions and monthly review of profit distribution to the Investment
Account holders. Internal Shariah Audit Unit has also conducted quarterly post-disbursement audits of the profit
distribution and presented their reports to the SB.

The SCD has revamped the Shariah Compliance Manual in the light of the revised Shariah Governance
Framework issued by the SBP in 2018. Moreover, as required, the SCD has also developed a separate Shariah
Governance Framework for HBL approved by the Shariah Board and the BoD. One of the key developments in
this framework is the inclusion of Islamic Banking operations of international locations, currently constituting Sri
Lanka and Mauritius.

In compliance with the Shariah Governance Framework issued by SBP to strengthen the Shariah environment,
the Bank, in addition to a Shariah Scholar in the SCD, has appointed one scholar in the Internal Shariah Audit
unit, while two are under hiring process for the Product Development Department.

Going forward, keeping in view the growing pace of financing portfolio of SME and consumer business, it is
recommended to further strengthen the Shariah Compliance Department by adding resources to the existing
team.

Product Developments

To contribute to the agricultural segment and to address the need of farmers, an Islamic Tractor Financing
product based on Diminishing Musharakah was launched during the year, which was HBL-IB’s first product for
the Rural Banking segment. In addition, several new products were added in order to offer multiple financing
solutions to cater to varied customer segments. HBL Tijarah and Islamic Long-Term Financing Facility (ILTFF)
were launched to cater to the Corporate, Commercial and SME business segments. An Islamic Housing Finance
facility was also introduced for retail customers as well as for HBL Islamic staff.

The existing products & policies due for renewal were reviewed and aligned with current market needs. To
extend the outreach of Islamic Banking to overseas locations, i.e. Sri Lanka and Mauritius, the Shariah Board
(SB) has approved Murabaha, Diminishing Musharakah, Placement & Acceptance of Funds and Profit & Loss
Distribution policy for these locations only, while assessment of the Shariah compliance environment of these
locations is planned in the upcoming year.
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Moreover, SME Credit Policy, Rural Banking Manual and Consumer Banking Policy’ were also developed to set
out guiding principles for these segments.

In addition to the above achievements, the Bank has also participated in the structuring transaction of a steel
manufacturer and in Tier-2 Sukuk launched by two full-fledged Islamic banks during the year.

Training and Resource Development

During the year 2018, Human Resource development remained a top priority of HBL-IB. A training needs
assessment was one of the significant activities performed for capacity building of the staff and to equip them
with better understanding for implementation of Shariah-compliant products. HBL continued its focus on human
resource development by providing in-house and external Islamic Banking trainings to its employees. The SB
along with the SCD had imparted numerous training sessions, thereby more than 1,300 employees across the
country participated in these programs through respective Learning & Development Centers.

Charity
As per the Charity Policy, PKR 1.518 million was received from clients in respect of charity on account of delay
in payments and was credited to the charity account.

An amount of PKR 230.0Mn was disbursed from the Charity Fund during the year in line with the approved
Charity Policy.

Business Review

The SB appreciates that HBL-IB had used various Islamic modes for its financing activities during the year
including ljarah, Diminishing Musharakah, Running Musharakah, Tijarah, Salam, Istisna, and Murabaha.
Resultantly, the Bank has witnessed a significant growth in its financing portfolio by achieving a new mark
of PKR 104 billion evidencing a growth of 23% on a Year-on-Year basis. On the deposit side, the Bank also
maintained its growth pace vis-a-vis financing portfolio, by achieving a new deposit size of PKR 203 billion, a
24% increase over last year.

Shariah Opinion
Based on Shariah compliance reviews, External/lnternal Shariah Audit reports, and explanations & realistic
assurances given by the management, the SB is of the view that;

i. HBL-IB has overall complied with Shariah rules and principles in the light of Shariah rulings and guidelines
issued by the Shariah Board.

i. HBL-IB has overall complied with directives, regulations, instructions and guidelines related to Shariah
compliance issued by the SBP in accordance with the rulings of SBP’s Shariah Board.

iii. HBL-IB has a mechanism in place to ensure Shariah compliance in its operations.

iv.  HBL-IB has placed a satisfactory system that any earnings realized from sources or by means prohibited
by Shariah have been credited to the charity account. HBL-IB has a well-defined system in place to utilize
the charity account properly.

v.  HBL-IB has overall complied with the SBP guidelines on profit and loss distribution and pool management.

vi. The level of awareness of staff and management regarding Islamic Banking and the importance of Shariah
compliance in products and processes of the Bank is satisfactory and the management is vigorously
working on capacity building of the staff.

vii. SB has been provided adequate resources enabling it to discharge its duties effectively.

Shariah Board recommends management to continue focusing on Shariah Compliance at priority.
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Recommendations
On the basis of Shariah compliance review and Internal/External Shariah Audit reports we recommend the
following for consideration:

Account Opening

A centralized account opening process was introduced by the management during the year, which will result
in minimization/elimination of usage of incorrect account opening form. We appreciate this initiative which
may resolve a long outstanding issue of using conventional account opening forms by IBWs which persists in
accounts opened till July 2018. Under the new account opening procedure, it has been identified that in some
cases, only the account opening forms were being signed by the customers and the terms and conditions of
account opening forms were not separately signed. It is recommended to rectify the identified instances at the
earliest.

Staff Rotation

Despite issuance of clear guidelines by Global Operations on training of staff posted in Islamic Banking
Windows (IBWSs), certain instances were noted where posted staff had not been given the appropriate training.
We recommend that a robust process is implemented by HR to ensure that all staff in Islamic Banking Branches/
Windows are trained.

Automation of Pool Management

In order to ensure further transparency in profit distribution mechanism to its Investment Account Holders, the
Bank has automated the profit distribution process through in-house development. The Bank has automated
both General and Special pools which is highly appreciated. We recommend to explore options for automation
of IERS and Treasury Pools as well, although it remains a challenge for the whole industry.

Customer Awareness Sessions

In order to enhance customer awareness of Islamic Banking, the management has arranged a public awareness
session on Islamic banking in Quetta. The session was delivered by the Resident Shariah Board Member
(RSBM) and was appraised by participants as highly interactive and informative. We recommend to arrange
more sessions in the coming years.

Staff Training

While appreciating the management’s efforts and focus on HR development, we recommend to the management
to ensure compliance of recent guidelines issued by SBP on HR capacity building by taking necessary measures
for imparting extensive training to staff at all levels involved in Islamic banking operations. We have been
informed that the Learning & Development department is developing an extensive training plan in compliance
with these guidelines.

Mufti Muhammad Yahya Asim Dr. Ejaz Ahmad Samadani Dr. Muhammad Zubair Usmani
Resident Member Shariah Board Member Shariah Board Chairman Shariah Board

Date: February 20, 2019

@ ANNUAL REPORT 2018




b &
&Y
oINS ST 1,

JL‘”’;;JriL..@@Ju/in(ijlm;g/“/ﬁrw_y’é‘/f zgivé@ywuVg»“;K,G%Ju/;(HBL)wQ@m};
K&f;g}?m;lb‘@,@ééé;f’/mi&ﬁiv@ uf‘adm,sgf,fwﬁum}f/’u"_}m-%b/ﬁu}&fj@;
‘u’b/g/,y’w/“ut‘un:y/:MJgJ;g:4/ruﬁiiuﬁ%uﬁmg}uﬁ“ﬁiwuwJu;y,,g/“dvuw-g/ﬂ}wn
025 e P ket S S Femtiv § S Sbb et s bl BT 2 2 S K S

L

rl‘{'l/u&/b,d(}’.‘.!Jr(}ﬁud/g&l,y/)i&if{]d@)){;},}}?%ﬁ/’;i/’l;‘5&%;/5%M/£5J/MA;KV@JU/1J'L}@|
e WG Wit o b 1§ 2 2 e 4t G b s

MUTb 3 P ey et abe el b By L 31T Do o S 2 § B L JI 3B i 0
/7;&%‘{2./}?{(%1Ky/’tgJ/‘M/gﬁu’u?f;g/“;gu;z.m,g/itl/?//gyngyby’@m)mmuug,(j}u(fof
Y AES 20t eipstes Sne S A O P B g1 e 3 2 B ey bl St
cqthuleT_,@ _n,:"m,um,g/“é__ﬁéﬁ.fu/uJJQé}ugffétgJ(’L?LU:JMJJJG’U“’J%»gl.}v.fydﬁ’”
AL P LS muf 1iS Sk St et 3l a2 AT Ll 9991 2 s S S e
LU e LUl M Lt ST 2 2 S 21 a7 G §B e oo s Z s s sl e L AL

B afeSomdesed s $Ew

ufd’“uJMAJ’é)u"/f.a/“Lut“/gdhé:. d’«:””’Lﬁ/gfu'”’ﬂ;‘rpﬂ/"i#wtﬁ‘ﬂ?uﬁ'"'Adr’ﬁ‘u}‘/U;f:A/“
TPV AN e KT 2 e S S e 0 S 2 U S Stz
-ugd/lgu.‘fu’fi///;lléld/;}!!&ﬁgt//gfﬁufuc;@/'u;‘/):{c—ﬂb»L.—é@u’ﬂ/lJu;/jjl.blu’,gguﬁ‘

et W L LS S § L RSN Tt fo S Sl Lo ST G e
J}IK)KA;.{/"uJJ/E5M{5M|4,§£J6/}J'J/$!,.g{/“_,ggf{ur&w;/gfbﬁrg/“dfluwé:d//ﬁd//él,g{/"
e F S LG

JL’alfu’fo;"d:l/'iau?/Jyzgﬁu;/ﬂgf;{.;fcat'n()l‘”dﬁﬁﬁjL}.:‘:d:gi_né’i”/,ézgug‘}vc;cjg/umdlﬁlJ»’J
vt LS

d«}‘.f{f.:)/f!/?

S S 2GS0 S Iy § B0 A G B S S i i 2 B T o S skt a2 L s
LRI PSRN LU 2 S S eliro G U o™ w2 e 2T G b K N (B U S
e o L SUA MGG - oS ™ o G stad b G "5 L LA K S s F Sferi K
W Ol Lo PE A Ut esus 2 4 6 6 1 i S e o S LB i L L A oS
S8 G A s SBE e 1 p . Lo a2 2 Ko K S S U 52 S Mot
e E I To A BUAL U 0 P U8 M Ui B b PSSP

<uf.cyzﬁ"dflw/fu;c"ﬁufjft'$@/4/Jggd/d/{:;yc;gf/uulJK&/Q%}:Jgg&%/dlﬁiuﬁdjluﬂ&

ANNUAL REPORT 2018 @



e
_Lgt‘/’/u:ff::«lﬁ/l&zgﬂ)’gu&‘)‘ziA;JdﬁuJJ/{/@ﬁg/LJ}’glmJ/"«’i:u;‘//lg‘f/:‘

oflg(oﬁbfyc—_,é;)!&fﬂ

Loy lin Pt LG* SR L L E A E S P Sk K3 S E T ST e Jin
:Jﬁféc’iiﬁ(:uﬁj&*iuﬁ‘/‘;ﬁhuﬁl«*!d&c//gﬁ.}buﬁ’éL‘ﬁ‘gfé;coé’dﬂﬁf(lﬁiwzi,“flb?ﬁﬁu{;g,/:ﬁq’f
P N RN TS e N

A i Skl P ML L P en S (st ML L PEL K pr L Baidl
S UI s S5 e8 gide e S e S b b1 i S 2 2 S 2 FE U P lnsrlos St

L
roanrzn & ey ChS L ™ Lt s e 3 3 e GRS D U nles e Lt e S PSP T AE
G w7 L pirtss g S S S % AU U U snles b s B S B i S o ST

<2_L>.d?‘/@cﬁJﬁ;uLuéw(f;;w&szJ&uf&fmﬁé

By

JGJ}'JﬂJ}’gg‘/rijg)i/‘:/lb‘%'Lq—&g %_Lg_b&/f:w JWJCW u&"/}LUUU:W/U/(:L/,J/UZ"ILi//:«L.Jiﬂ
iéd}filHCC:JUMgfﬂz,g/fl/glay//g}iffd,fgfud/i«/}rgu(ilf‘iz)ldzzj,J/LL{;d/L’Z_y/bﬂr‘Lrlb/g)i/dz
B

ST LL A

e SO eI ST N & B S U 25 L FELE T ) 8T e S St P e
Ui TS LS oy % AL pemz s f e i Qb 1 Pl 2V (518 0 f ot 2 JRSBM
RN ST IS 1Y -4

BSATIT!

e SAEU TG ¢{"4,:w}ifugL/Jtvgf":ﬂ-JZJ//.}}*Jd;w}n,??m;:;’@L.“»w}lfqr;u/ﬁ
e Uk J&/‘U'}{l}L%JN'{:i/ﬁﬂ“L—/&Uﬁ‘dﬁ/}éLL&L}?’/AﬁMéQE’#%VM/dA?Jwa—dﬂ/
e S U BT L&D 52 B ud e a SSBP S e (et o P e 1L

O 58 Qw161 15 (I
S f U Sda gt Y TEV Sy

RO I oV

@ ANNUAL REPORT 2018




Z—f‘o}/{d/lgLb’f’lgd/u:@dﬂfmdt/uwu}ij{}léJ@&VdL&f!%Té_.@ jviv&w;rgdmﬁwguﬁ
GBS TG

d)l/)l/'wl;g;}'

e eid Ut U o § ot b (T S § e L J1 381 e s S i LA g A
&./um&,ééww)uégJﬁu/’%u’if4La‘_u/{z_,/,&,wLq}/@ﬁf&dz&:dmﬁ@d/’/ﬂ.,g
‘ufwgﬂf&é]ut‘j-%“&ﬁ])ﬁ'g/‘jzj’é.»%"/gsu“u;f;g/‘mm;g/ig/}’//%.?ijygfwQ@L’/ﬂ}:{,];ém
‘d/cﬂ//&c;b;é:&%ﬁ{ﬁejjwaUfJux’ijc;ra["IV":./.”u@ufcj?

G

WG getmdndrstad Fe it Ene o b e JL}/JLI 51&}@&{%@7

WU Qb L 8 gt 230 0 o

07l S a6
J‘E'u'.fUﬁréU/KL:/,/:«U}’”JU/Ich“iLU};’/(/&yhv@yﬂwdldg!JVUI/»,(LLL“/J!%)wid/c«‘,u’lb}f;j;‘
Kb 1047 B 31Ut £ LUl Ut 3 L7 gt 51l Gt ol S Mon Bse St i S
Soadoagt Mo L Jb 23 Sk 203 i U AL e e AL Sl ada3 gt d e L0 20 Sak

LSS L

L’J’df:‘f;

ﬁLUdjy/ﬂL}f;ﬁ}'dﬁfﬂde& u’duiu;’u}dbd.ladﬁcb}/’d//lb/lui /)’/u;T;J/:'J/’f’.’./iu!J}!w'//lgLf;
et

-u:(d/lgE"?}E"?;Lé’/y,,g/“ﬁ%p/d/@u’MJ,wégu}’j&}uwu)ﬁl&}g&&ﬁ,@_ﬂthdél 1.

d/wﬁéi’éujﬂrfsi/"cug (57//ﬁ§/|/5:Jfgf'{/.:kjly"‘;,wi;"ul:,L:;G’.ccay,«,d/!ul/’ub‘f,f,é@uﬂyld@@
4

e G s G A TR L 12 s Bl 6 1 St B LG 3.

»

Sz uwd"tp:.c’w&//d).ud//fc_mu‘”/_,Lwic_weru)”Juul.,OLVC@JMJUéu 4.
4.)2,»(&)&4&1&4&&‘6»(;‘@uﬁ.ﬂ%dwdj@é|¢~L£4./JW|/7/?{]_/;KQ5.?<4.@

/‘,ca.kil,«,(PoolManagement)&Lf%J{JUD@JT,,@&?U;UK,@)L HJUW}(‘?@/)JJV@JUMJ!Q@I 5.
bt

JGU‘KT‘«_%JUIJu'*/u;fg/‘m;gmw,ﬁu(m‘u"‘@,/?H@JMJ,f@w.Jl:«uLJM,@#JK%% 6.
-:‘_ut};‘bl

gL Lppf i S L LENS oG S P B .
_d/j:(t'Jé//[/y?d’yb}/’JJ*/U,(J/A/“:({@I/“J?U;’?}'LL/A/“

ANNUAL REPORT 2018 @



@ ANNUAL REPORT 2018




ANNUAL REPORT 2018 ‘




Independent Auditor’s Report

To the members of Habib Bank Limited
Opinion

We have audited the annexed consolidated financial statements of Habib Bank Limited and its subsidiaries
(the Group), which comprise the consolidated statement of financial position as at December 31, 2018, and the
consolidated profit and loss account, the consolidated statement of comprehensive income, the consolidated
statement of changes in equity and 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 December 31, 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.

Following are the Key audit matters:
S.
No.

1 | Provision against advances
(Refer note 9.5 to the consolidated financial statements)

Key Audit Matters How the matter was addressed in our audit

The Group makes provision against advances on a time based
criteria that involves ensuring all non-performing loans and
advances are classified in accordance with the ageing criteria
specified in the Prudential Regulations (PRs) issued by the
State Bank of Pakistan (SBP).

Our audit procedures to verify provision against
advances, amongst others, included the following:

We reviewed the design and tested operating
effectiveness of key controls established by the Group
to identify loss events and for determining the extent of
In addition to the above time based criteria the PRs require a | provisioning required against non -performing loans.
subjective evaluation of the credit worthiness of borrowers to

determine the classification of advances. The testing of controls included testing of:

automated (IT system based) controls over correct
classification of non-performing advances on time
based criteria;

The PRs also require the creation of general provision for the | ®
consumer portfolio.

Provision against advances of overseas branches and
subsidiaries is made as per the requirements of the respective | *
regulatory regimes.

controls over monitoring of advances with higher
risk of default and correct classification of non-
performing advances on subjective criteria;

The Group has recognized a net provision against advances

amounting to Rs. 1,961.36 million in the consolidated profitand | ®

loss account in the current year. As at December 31, 2018,
the Group holds a provision of Rs 71,993.60 million against
advances.

controls over accurate computation and recording
of provisions; and

controls over the governance and approval
process related to provisions, including continuous
reassessment by the management.
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Key Audit Matters

How the matter was addressed in our audit

The determination of provision against advances based on
the above criteria remains a significant area of judgement
and estimation. Because of the significance of the impact of
these judgements/estimations and the materiality of advances
relative to the overall statement of financial position of the
Group, we considered the area of provision against advances
as a key audit matter.

In accordance with the regulatory requirement,
we sampled and tested at least sixty percent of the
total advances portfolio and performed the following
substantive procedures for sample loan accounts:

« verified repayments of loan / mark-up installments
and checked that non-performing loans have been
correctly classified and categorized based on the
number of days overdue.

« examined watch list accounts and, based on
review of the individual facts and circumstances,
discussions with management and our assessment
of financial conditions of the borrowers, formed a
judgement as to whether classification of these
accounts as performing was appropriate.

We checked the accuracy of specific provision
made against non-performing advances and of
general provision made against consumer finance by
recomputing the provision amount in accordance with
the criteria prescribed under the PRs.

We issued instructions to auditors of those overseas
branches and subsidiaries which were selected for
audit, highlighting ‘Provision against advances’ as a
significant risk. The auditors of those branches and
subsidiaries performed audit procedures to check
compliance with regulatory requirements and reported
the results thereof to us.

Regulatory Matters in respect of New York Branch
(Refer note 21.3.2 to the consolidated financial statements)

Habib Bank Limited (the Bank) operates a branch in New
York which is licensed by the New York State Department of
Financial Services (NYSDFS) and is also subject to supervision
by the Federal Reserve Bank of New York (FRBNY).

On September 07, 2017, NYSDFS, the Bank and the New York
Branch agreed to a Consent Order. Pursuant to the Consent
Order, the expanded review by an independent third party is
currently in progress. The US Attorney’s office for the Eastern
District of New York, a component of the U.S. Department of
Justice (DOJ), had sought documents in relation to the Bank’s
compliance with the anti — money laundering laws and the
Bank Secrecy Act.

When there is a possibility of outflow of economic resources,
the related disclosure is key to understanding the risk. As is
acknowledged in the note, the management considers that
resolution of the above matters cannot be determined at this
stage including any possible impact on the Group. The said
matter has been disclosed as a contingency in the consolidated
financial statements. Given the level of uncertainty involved,
the matter was identified as a significant risk and considered a
key audit matter.

Our audit procedures included the following:

» we held discussions with the senior management
and Board Audit Committee to obtain their views
on the status of the regulatory matters and any
potential impact on the consolidated financial
statements;

« we met and held discussions with the Bank’s
legal counsel dealing with the HBL NY matter in
Pakistan to understand the nature and status of
the regulatory action and any further potential
exposure;

* we reviewed relevant regulatory correspondence;

* we obtained a legal opinion from the Bank’s
external legal counsel;

* we read the minutes of meetings of the Board
to assess the appropriateness of conclusions
reached; and

* We assessed the disclosure made on this matter
in the consolidated financial statements to
determine whether it complied with the applicable
financial reporting framework.
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Key Audit Matters

How the matter was addressed in our audit

Retirement benefit obligations
(Refer note 36 to the consolidated financial statements)

The Bank operates various defined benefit schemes for its
employees.

Determining liability in respect of defined benefit obligations
involves the use of estimates and is sensitive to demographic
and financial variables that are used in calculating the present
value of defined benefit obligations. As a result, actual amounts
may be significantly different from the amount recognized on
the statement of financial position.

The provision for employee retirement benefits includes liability
in respect of pension payable to eligible employees. During the
year, the Honorable Supreme Court of Pakistan announced
a judgement based on a proposal submitted by banks,
including Habib Bank Limited, in which it raised the minimum
monthly pension of employees. Based on legal advice, and
in accordance with the judgement of the Honorable Supreme
Court, the Bank has commenced pension payments.

We focused on this area as a key audit matter because the
judgement of the Supreme Court in relation to pensions was a
significant development during the year. Also, the whole subject
of valuation of retirement benefit obligations is complex and
requires significant judgment in choosing appropriate actuarial
assumptions including the involvement of management’s
experts.

Our audit procedures to assess the determination of
the retirement benefit obligations, amongst others,
included the following:

» we tested the fair value of the scheme’s assets;

* we independently verified, on a test basis, the
Bank’s data used by the actuary in the calculation;

* we engaged an independent actuarial expert to
assess the reasonableness of management's key
assumptions and actuarial calculations;

* we reviewed a legal opinion obtained by the
management in respect of pension matter;

* we reviewed Board minutes where the pension
matter was specifically discussed to assess
appropriateness of conclusions reached; and

* we also assessed the disclosure made on this
matter in the consolidated financial statements to
determine whether it complied with the applicable
financial reporting framework.

Change in format of the financial statements
(Refer note 4.1.3 to the consolidated financial statements)

The State Bank of Pakistan (SBP) has amended the format of
annual financial statements of banks. All banks are directed to
prepare their annual financial statements on the revised format
effective from the accounting year ending December 31, 2018.
Accordingly, the Group has prepared these consolidated
financial statements on the new format prescribed by the State
Bank of Pakistan.

As part of this transition to the new requirements, the
management performed a gap analysis to identify differences
between the previous and current format. The adoption of
the new format required certain recognition requirements
and reclassification of certain financial information. The
amended format also introduced certain new disclosures in the
consolidated financial statements.

In view of the significant impact of the first time adoption of the
revised format on these consolidated financial statements, we
considered this as a key audit matter.

We reviewed and understood the requirements of the
SBP’s amended format of annual financial statements
for banks. Our audit procedures included the following:

» considered the management’s process to identify
the changes required in the consolidated financial
statements to comply with the new format; and

» obtained relevant underlying supports relating to
changes required in the consolidated financial
statements consequent to the adoption of the new
format to assess their appropriateness and verified
them on a test basis.

Information Other than the Consolidated and Unconsolidated Financial Statements and Auditor’s
Reports Thereon

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

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.
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In connection with our audit of the consolidated financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the consolidated 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 Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with accounting and reporting standards as applicable in Pakistan and the Companies Act, 2017
(XIX of 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:

= |dentify 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 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.
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= 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 with 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 consolidated 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.

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

A. F. Ferguson & Co.

Chartered Accountants

Karachi

Date: February 25, 2019
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Consolidated Statement of Financial Position
As at December 31, 2018

2018 2017 2016 Note 2018 2017 2016
----------------- (US $in '000) -===mmmmmmemmmame mmmmmmmmmmnmnnmenma=- (RUpees in '000) ----------=n-mnmuneem
(Restated) (Restated) (Restated) (Restated)
ASSETS

2,012,508 1,771,854 1,717,089 Cash and balances with treasury banks 5 279,460,688 246,043,030 238,438,283

307,082 293,848 330,970 Balances with other banks 6 42,642,022 40,804,269 45,959,095

369,269 244,130 237,386 Lendings to financial institutions 7 51,277,336 33,900,345 32,963,803

10,010,323 9,900,602 9,681,596 Investments 8  1,390,052,464 1,374,816,442  1,344,404,771

7,780,682 6,132,009 5,390,005 Advances 9  1,080,440,220 851,502,420 748,466,297

461,489 406,464 216,119 Fixed assets 10 64,083,277 56,442,342 30,010,739

56,643 45,732 43,761 Intangible assets 11 7,865,361 6,350,501 6,076,770

4,110 - - Deferred tax assets 12 570,717 - -
788,273 621,904 523,954 Other assets 13 109,461,065 86,358,715 72,757,266
21,790,379 19,416,543 18,140,880 3,025,853,150 2,696,218,064 2,519,077,024
LIABILITIES

305,776 243,063 224,654 | Bills payable 14 42,460,568 33,752,219 31,195,900

3,768,630 2,864,736 2,388,896 | Borrowings 15 523,319,055 397,802,667 331,726,654

15,391,501 || 14,395,130 || 13,581,544 | Deposits and other accounts 16 | 2,137,293,065 || 1,998,935,057 || 1,885,959,026

- - - Liabilities against assets subject to finance lease - - -

71,942 71,971 72,000 | Subordinated debt 17 9,990,000 9,994,000 9,998,000

- 6,995 43,864 | Deferred tax liabilities 12 - 971,368 6,090,983

817,635 475,379 416,511 | Other liabilities 18 113,538,251 66,012,132 57,837,591

20,355,484 18,057,274 16,727,469 2,826,600,939 2,507,467,443  2,322,808,154

1,434,895 1,359,269 1,413,411  NET ASSETS 199,252,211 188,750,621 196,268,870

REPRESENTED BY

Shareholders' equity

105,634 105,634 105,634 | Share capital 19 14,668,525 14,668,525 14,668,525
464,024 376,391 345,368 | Reserves 64,435,243 52,266,420 47,958,414
104,648 154,258 178,991 | Surplus on revaluation of assets - net of tax 20 14,531,643 21,420,452 24,855,064
731,708 697,882 758,587 | Unappropriated profit 101,606,320 96,909,270 105,338,759

Total equity attributable to the equity holders

1,406,014 1,334,165 1,388,580 of the Bank 195,241,731 185,264,667 192,820,762

28,881 25,104 24,831  Non-controlling interest 4,010,480 3,485,954 3,448,108

1,434,895 1,359,269 1,413,411 199,252,211 188,750,621 196,268,870
CONTINGENCIES AND COMMITMENTS 21

The annexed notes 1 to 48 and annexures | to Il form an integral part of these consolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Dr. Najeeb Samie Agha Sher Shah Moez Ahamed Jamal
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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Consolidated Profit and Loss Account
For the year ended December 31, 2018

2018 2017 Note 2018 2017
(US $in '000) (Rupees in '000)
(Restated) (Restated)
1,190,267 1,065,881 Mark-up / return / profit / interest earned 23 165,282,752 148,010,269
602,079 476,567 Mark-up / return / profit / interest expensed 24 83,605,886 66,177,013
588,188 589,314 Net mark-up / return / profit / interest income 81,676,866 81,833,256

Non mark-up / interest income

129,799 140,564 Fee and commission income 25 | 18,024,117 19,519,052
7,100 8,783 Dividend income 985,867 1,219,610
19,609 14,776 Share of profit of associates and joint venture 2,722,983 2,051,887
(17,269) 19,828 Foreign exchange (loss) / income (2,397,975) 2,753,305
(6,533) 1,306 (Loss) / income from derivatives (907,204) 181,376
7,417 55,917 Gain on securities - net 26 1,029,880 7,764,681
3,143 4,506 Other income 27 436,377 625,737
143,266 245,680 Total non mark-up / interest income 19,894,045 34,115,648
731,454 834,994 Total income 101,570,911 115,948,904

Non mark-up / interest expenses

557,247 441,449 Operating expenses 28 | 77,380,215 61,300,444
(20,873) 7,486 Workers' Welfare Fund 29 | (2,898,437) 1,039,582

3,570 226 Other charges 30 495,726 31,356
539,944 449,161 Total non mark-up / interest expenses 74,977,504 62,371,382

191,510 385,833 Profit before provisions, extraordinary / unusual item and taxation 26,593,407 53,577,522

36,069 2,689 Provisions and write offs - net 31 5,008,578 373,557
Extraordinary / unusual item - settlement payment to

- 170,796 New York State Department of Financial Services - 23,717,115

155,441 212,348  Profit before taxation 21,584,829 29,486,850

65,849 148,628  Taxation 32 9,143,886 20,638,576

89,592 63,720 Profit after taxation 12,440,943 8,848,274

Attributable to:

86,817 61,177 Equity holders of the Bank 12,055,571 8,495,211

2,775 2,543 Non-controlling interest 385,372 353,063

89,592 63,720 12,440,943 8,848,274
Rup

Basic and diluted earnings per share 33 8.22 5.79

The annexed notes 1 to 48 and annexures | to Il form an integral part of these consolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Dr. Najeeb Samie Agha Sher Shah Moez Ahamed Jamal
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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Consolidated Statement of Comprehensive Income
For the year ended December 31, 2018

2018 2017 2018 2017
(US $in "000) (Rupees in '000)
(Restated) (Restated)
Profit after taxation for the year attributable to:
86,817 61,177 Equity holders of the Bank 12,055,571 8,495,211
2,775 2,543 Non-controlling interest 385,372 353,063
89,592 63,720 12,440,943 8,848,274

Other comprehensive income / (loss)

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

Effect of translation of net investment in foreign branches, subsidiaries,
joint venture and associates - net of tax, attributable to:

77,874 26,954 Equity holders of the Bank 10,813,654 3,742,908
1,344 1,037 Non-controlling interest 186,605 143,989
79,218 27,991 11,000,259 3,886,897
(526) 279 Share of exchange translation reserve of associates (73,028) 38,788

Movement in surplus / deficit on revaluation of investments - net of tax,
attributable to:

(51,344) (83,740) Equity holders of the Bank (7,129,697)| | (11,628,370)

(332) (107) Non-controlling interest (46,056) (14,890)

(51,676) (83,847) (7,175,753)  (11,643,260)
Movement in share of surplus / deficit on revaluation of investments

1,481 (7,085) of associates - net of tax 205,744 (983,872)

Items that are not to be reclassified to the profit and loss account
in subsequent periods

Remeasurement loss on defined benefit obligations - net of tax, attributable to:

(1,114) (7,280) Equity holders of the Bank (154,907) (1,010,912)
(6) (26) Non-controlling interest (793) (3,548)
(1,120) (7,3086) (155,700) (1,014,460)

Share of remeasurement loss on defined benefit obligations of associate
(10) (20) - net of tax (1,366) (2,671)

Movement in surplus / deficit on revaluation of operating fixed assets -
net of tax, attributable to:

- 68,494 Equity holders of the Bank - 9,511,105

- 8 Non-controlling interest - 1,165

- 68,502 - 9,512,270

10 73 Transferred from surplus on revaluation of non-banking assets - net of tax 1,348 10,078
Movement in surplus / deficit on revaluation of fixed assets of associates

(301) 757 - net of tax (41,848) 105,175

(10) (73) Transferred to surplus on revaluation of fixed assets - net of tax (1,348) (10,078)

1,011 (2,816) Movement in surplus / deficit on revaluation of non-banking assets - net of tax 140,421 (391,112)

1,001 (2,889) 139,073 (401,190)

117,669 60,175 Total comprehensive income 16,339,672 8,356,029

Total comprehensive income attributable to:

113,888 56,720 Equity holders of the Bank 15,814,544 7,876,250

3,781 3,455 Non-controlling interest 525,128 479,779

117,669 60,175 16,339,672 8,356,029

The annexed notes 1 to 48 and annexures | to Il form an integral part of these consolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Dr. Najeeb Samie Agha Sher Shah Moez Ahamed Jamal
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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Consolidated Statement of Changes in Equity

For the year ended December 31, 2018

Balance as at December 31, 2016 (as reported)
Effect of retrospective changes in accounting policies

Reclassification of surplus to equity (note 4.1.3)
Deficit on revaluation of fixed assets transferred to unappropriated
profit (note 4.1.1)

Balance as at December 31, 2016 (restated)
Comprehensive income for the year
Profit after taxation for the year ended December 31, 2017 (restated)

Other comprehensive income / (loss)
Effect of translation of net investment in foreign branches,
subsidiaries, joint venture and associates - net

Share of reserve of
Remeasurement loss on defined benefit obligations - net of tax

Share of remeasurement loss on defined benefit
obligations of associate - net

Movement in surplus / deficit on revaluation of assets - net of tax

Share of surplus on revaluation of assets of associates - net of tax

Transferred to statutory reserves
Transferred from surplus on revaluation of assets - net of tax
Transactions with owners, recorded directly in equity

Final cash dividend - Rs 3.5 per share declared subsequent to
the year ended December 31, 2016

1st interim cash dividend - Rs 3.5 per share

2nd interim cash dividend - Rs 3.5 per share

Acquisition of additional interest in a subsidiary from a minority
shareholder

Capital contribution from statutory funds of associates

Exchange translation realised on sale of Bank branch to
HBL Bank UK Limited (formerly Habibsons Bank Limited)

Exchange translation realised on sale of Bank branches
Balance as at December 31, 2017 (restated)

Impact of adoption of IFRS 9 - net of tax (note 4.1.2)
Balance as at December 31, 2017 (restated)
Comprehensive income for the year

Profit after taxation for the year ended December 31, 2018
Other comprehensive income / (loss)

Effect of translation of net investment in foreign
branches, subsidiaries, joint venture and associates - net

Share of reserve of

Remeasurement loss on defined benefit obligations - net of tax

Share of remeasurement loss on defined benefit
obligations of associate - net

Movement in surplus / deficit on revaluation of assets - net of tax

Share of surplus on revaluation of assets of associates - net of tax

Transferred to statutory reserves
Transferred from surplus on revaluation of assets - net of tax
Transactions with owners, recorded directly in equity

Final cash dividend - Rs 1.0 per share declared subsequent
to the year ended December 31, 2017

1st interim cash dividend - Rs 1.0 per share
2nd interim cash dividend - Rs 1.0 per share

3rd interim cash dividend - Rs 1.0 per share

Capital contribution from statutory funds of associates

Balance as at December 31, 2018

Attributable to shareholders of the Bank

Reserves Surplus/(Deficit) on
Capital Revenue revaluation of
Statutory reserves Capital Non-
Share | Exchange . Non- | reserve on X controlling Total
capital | translation AAssocla(es, distribu- | acquisition| General Una.ppm- Fixed I.Non Sub Total interest
Joint venture B priated Investments | Banking
reserve Bank table capital| of common| reserve )
and profit Assets
bsidiary reserve control
su entity
Rupees in '000)
14,668,525 10,839,728 582,381 30,072,084 547,115  (156,706) 6,073,812 106,142,374 - - 168,769,313 3,435,710 172,205,023
R - - - - - - - 12,209,309 11,842,140 24,051,449 12,398 24,063,847
- - - - - - - (803,615) - 803,615 - - -
- - - - - - - (803,615) 12,209,309 12,645,755 24,051,449 12,398 24,063,847
14,668,525 10,839,728 582,381 30,072,084 547,115  (156,706) 6,073,812 105,338,759 12,209,309 12,645,755 192,820,762 3,448,108 196,268,870
- - - - - - - 8,495,211 - - 8495211 353,063 8,848,274
- 3,742,908 - - - - - - - - 3,742,908 143989 3,886,897
- 38,788 - - - - - - - - 38,788 - 38,788
- - - - - - - (1,010912) - - (1,010912) (3,548)  (1,014,460)
- - - - - - - (2.,671) - - (2,671) - (2,671)
- - - - - - - - (11,628,370) 9,119,993  (2,508,377)  (13,725) (2,522,102)
- - - - - - - - (983,872) 105,175 (878,697) - (878,697)
- 3,781,696 - - - - - 7481628 (12,612,242) 9,225168 7,876,250 479,779 8,356,029
- - 176,326 706,440 - - - (882,766) - - - - -
- - - - - - - 47,538 - (47,538) - - -
- - - - - - - (5133,984) - - (5133,984) - (5133,984)
- - - - - - - (5133,984) - - (5133,984) - (5133,984)
- - - - - - - (5133,984) - - (5133,984) - (5133984)
- - - - - - - (15,401,952) - - (15/401,952) - (15,401,952)
- - - - - - - - - - - (441,933)  (441,933)
- - - - - - - 19,914 - - 19,914 - 19,914
- (371,022) - - - - - 371,022 - - - - -
- 14,566 - - - - - - - - 14,566 - 14,566
14,668,525 14,264,968 758,707 30,778524 547,115  (156,706) 6,073,812 96,974,143  (402,933) 21,823,385 185,329,540 3,485954 188,815,494
- - - - - - - (64,873) - - (64,873) - (64,873)
14,668,525 14,264,968 758,707 30778524 547,115  (156,706) 6,073,812 96,909,270  (402,933) 21,823,385 185,264,667 3,485,954 188,750,621
- - - - - - - 12,085,571 - - 12,055571 385372 12,440,943
- 10,813,654 - - - - - - - - 10813654 186,605 11,000,259
- (73,028) - - - - - - - - (73,028) - (73,028)
- - - - - - - (154,907) - - (154,907) (793)  (155,700),
- - - - - - - (1,366) - - (1,366) - (1,366)
- - - - - - - - (7129697) 140421 (6,989,276)  (46,056) (7,035,332)
- - - - - - - - 205,744 (41,848) 163,896 - 163,896
- 10,740,626 - - - - - 11,899,298 (6,923,953) 98,573 15,814,544 525128 16,339,672
- - 249,281 1,178,916 - - - (1,428,197) - - - - -
- - - - - - - 64,031 - (63,429) 602 (602) -
- - - - - - - (1,466,852 - - (1,466,852) - (1,466,852
- - - - - - - (1,466,852) - - (1,466,852) - (1,466,852
- - - - - - - (1,466,852) - - (1,466,852) - (1,466,852)
- - - - - - - (1,466,852) - - (1,466,852) - (1,466,852)
- - - - - - - (5867,408) - - (5,867,408) - (5,867,408)
- - - - - - - 29,326 - - 29,326 - 29,326
14,668,525 25,005,594 1,007,988 31,957,440 547,115  (156,706) 6,073,812 101,606,320 (7,326,886) 21,858,529 195,241,731 4,010,480 199,252,211

The annexed notes 1 to 48 and annexures | to 11l form an integral part of these consolidated financial statements.

Muhammad Aurangzeb
President and
Chief Executive Officer
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Consolidated Cash Flow Statement
For the year ended December 31, 2018

2018 2017 Note 2018 2017
(US $ in "000) (Rupees in '000)
(Restated) (Restated)
CASH FLOWS FROM OPERATING ACTIVITIES
155,441 383,144 Profit before extraordinary / unusual item and taxation 21,584,829 53,203,965
(7,100) (8,783) Dividend income (985,867) (1,219,610)
(19,609) (14,776) Share of profit of associates and joint venture (2,722,983) (2,051,887)
(26,709) (23,559) (3,708,850) (3,271,497)
128,732 359,585 17,875,979 49,932,468
Adjustments:
23,247 23,943 Depreciation 3,228,184 3,324,805
2,316 4,925 Amortisation 321,624 683,948
- (4,849) Reversal of impairment - (673,370)
23,917 4,586 Provision for diminution in value of investments 3,321,271 636,899
14,125 3,335 Provision against loans and advances 1,961,357 463,130
1,492 3,577 Provision against other assets 207,143 496,671
512 (3,829) Provision / (reversal) of provision against off-balance sheet obligations 71,156 (531,722)
(78) 528 Unrealised (gain) / loss on held-for-trading securities (10,789) 73,353
(2,471) (1,825) Exchange gain on goodwill (343,173) (253,239)
- 105 Loss on sale of Bank branches - net - 14,566
(397) (238) Gain on sale of fixed assets - net (55,195) (33,107)
(20,873) 7,486 Workers' Welfare Fund (2,898,437) 1,039,582
41,790 37,744 5,803,141 5,241,516
170,522 397,329 23,679,120 55,173,984
(Increase) / decrease in operating assets
(125,139) (6,744) Lendings to financial institutions (17,376,991) (936,542)
448,839 (197,596) Held-for-trading securities 62,326,578 (27,438,553)
(1,662,797) (745,339) Advances (230,899,157)| | (103,499,253)
(35,700) (50,326) Other assets (excluding advance taxation) (4,957,302) (6,988,202)
(1,374,797) (1,000,005) (190,906,872)  (138,862,550)
(Decrease) / increase in operating liabilities
62,712 18,409 Bills payable 8,708,349 2,556,319
903,894 475,840 Borrowings from financial institutions 125,516,388 66,076,013
996,371 813,586 Deposits and other accounts 138,358,008 112,976,031
334,811 41,469 Other liabilities 46,492,509 5,758,728
2,297,788 1,349,304 319,075,254 187,367,091
1,093,513 746,628 151,847,502 103,678,525
(159,985) (196,245) Income tax paid (22,215,778) (27,250,907)
933,528 550,383 Net cash flows from operating activities 129,631,724 76,427,618
CASH FLOWS FROM INVESTING ACTIVITIES
(1,097,138) 32,328 Net investments in available-for-sale securities (152,350,622) 4,489,122
452,529 (160,568) Net investments in held-to-maturity securities 62,838,987 (22,296,738)
6,488 (17,235) Net investment in associates 900,885 (2,393,342)
7,356 9,073 Dividend income received 1,021,434 1,259,924
(77,573) (136,254) Investments in fixed assets (10,771,978) (18,920,541)
(10,754) (5,772) Investments in intangible assets (1,493,311) (801,566)
584 599 Proceeds from sale of fixed assets 81,042 83,110
Effect of translation of net investment in foreign branches, subsidiaries, joint venture
77,348 27,234 and associates 10,740,626 3,781,696
(641,160) (250,595) Net cash flows used in investing activities (89,032,937) (34,798,335)
CASH FLOWS FROM FINANCING ACTIVITIES
1,344 1,037 Effect of translation of net investment by non-controlling interest in a subsidiary 186,605 143,989
(29) (29) Repayment of subordinated debt (4,000) (4,000)
- (3,183) Acquisition of additional interest in a subsidiary from a minority shareholder - (441,933)
(39,795) (109,175) Dividend paid (5,525,981) (15,160,303)
(38,480) (111,350) Net cash flows used in financing activities (5,343,376) (15,462,247)
- (170,796) Cash outflow for settlement payment to New York State Department of Financial Services - (23,717,115)
253,888 17,642 Increase in cash and cash equivalents during the year 35,255,411 2,449,921
1,899,342 1,966,387 Cash and cash equivalents at the beginning of the year 263,746,248 273,056,213
166,360 81,673 Effect of exchange rate changes on cash and cash equivalents 23,101,051 11,341,165
2,065,702 2,048,060 286,847,299 284,397,378
2,319,590 2,065,702 Cash and cash equivalents at the end of the year 34 322,102,710 286,847,299

The annexed notes 1 to 48 and annexures | to Il form an integral part of these consolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Dr. Najeeb Samie Agha Sher Shah Moez Ahamed Jamal
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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Notes to the Consolidated Financial Statements
For the year ended December 31, 2018

1 THE GROUP AND ITS OPERATIONS
1.1 Holding company
Habib Bank Limited, Pakistan

Habib Bank Limited (the Bank) is incorporated in Pakistan and is engaged in commercial banking related services in
Pakistan and overseas. The Bank’s registered office is at Habib Bank Tower, 9th Floor, Jinnah Avenue, Islamabad and its
principal office is at Habib Bank Plaza, |.I.Chundrigar Road, Karachi. The Bank's shares are listed on the Pakistan Stock
Exchange. The Bank operates 1,697 (2017: 1,703) branches inside Pakistan including 47 (2017: 47) Islamic Banking
Branches and 46 (2017: 48) branches outside the country including in the Karachi Export Processing Zone (KEPZ). The Aga
Khan Fund for Economic Development (AKFED), S.A. is the parent company of the Bank and its registered office is in
Geneva, Switzerland.

1.2 The Bank has decided to close its branch in Seychelles. Accordingly, after receiving permission from the Central Bank of
Seychelles, the branch is being wound down. All customer activities have ceased as of December 28, 2018 and the branch
is now completing the required formalities for closure.

1.3 Subsidiaries
- Habib Allied Holding Limited — 90.50% shareholding

Habib Allied Holding Limited (HAHL) is a private company incorporated in the United Kingdom with its registered office at 9
Portman Street, London, UK. HAHL is the holding company of HBL Bank UK Limited (formerly Habibsons Bank Limited).

- HBL Bank UK Limited (formerly Habibsons Bank Limited) — 90.50% effective shareholding

HBL Bank UK Limited (HBL UK) (formerly Habibsons Bank Limited) is a wholly owned subsidiary of HAHL and is
incorporated in the United Kingdom. HBL UK provides a range of commercial banking services to individuals as well as to
businesses. The registered office of HBL UK is at 9 Portman Street, London, UK. HBL UK operates a network of 9 branches
in the UK and one each in the Netherlands and Switzerland. During the year, HBL UK has closed its branch in Paris.

- Habib Finance International Limited — 100% shareholding

The company is registered as a deposit taking company under the Hong Kong Banking Ordinance and its principal activities
are the taking of deposits and the provision of loans and trade financing. The registered office of the company is at 602, 6th
floor, Miramar Tower, 132 Nathan Road, Tsim Sha Tsui Kowloon, Hong Kong. The company has filed for voluntary
liquidation and is in the process of completing the required formalities in this regard.

- Habib Currency Exchange (Private) Limited — 100% shareholding

HBL Currency Exchange (Private) Limited (HCEL) is a private limited company, incorporated in Pakistan under the
Companies Act, 2017. HCEL is engaged in the business of dealing in foreign exchange and its registered office is at Plot
No. 49-A, Block-6, PECHS Nursery, Main Shahrah-e-Faisal, Karachi, Pakistan.

- HBL Asset Management Limited — 100% shareholding

HBL Asset Management Limited (HBL AML) is an unlisted public limited company, incorporated in Pakistan under the
Companies Act, 2017. HBL AML is licensed by the Securities and Exchange Commission of Pakistan (SECP) to carry out
asset management and investment advisory services. The registered office of the company is at 7th Floor, Emerald Tower,
G-19, Block 5, Main Clifton Road, Clifton, Karachi.

- The First MicroFinanceBank Limited - 50.51% shareholding

The First MicroFinanceBank Limited (FMFB) is an unlisted public limited company, incorporated in Pakistan under the
Companies Act, 2017. FMFB’s principal business is to provide microfinance services to the poor and underserved segments
of society as envisaged under the Microfinance Institutions Ordinance, 2001. The registered office of the company is at 16th
and 17th floor, Habib Bank Tower, Blue Area, Islamabad, Pakistan. FMFB operates through a network of 203 (2017: 186)
business locations comprising of 184 (2017: 145) branches / permanent booths and 19 (2017: 41) Pakistan Post Office
(PPO) sub offices.
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- Habib Bank Financial Services (Private) Limited — 100% shareholding

Habib Bank Financial Services (Private) Limited is a private limited company, incorporated in Pakistan under the
Companies Act, 2017. It is registered as a Modaraba Management Company with the Registrar of Modaraba Companies
and Modarabas, Islamabad. The registered office of the company is at 1st floor, Bank House No-1, Habib Bank Square,
M.A. Jinnah Road, Karachi, Pakistan.

2 BASIS OF PRESENTATION

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

Key financial figures of the Islamic banking branches are disclosed in Annexure | to these consolidated financial statements.

The US Dollar amounts shown in these consolidated financial statements are stated solely for information convenience. The
statement of financial position, profit and loss account, statement of comprehensive income and cash flow statement as at
and for the years ended December 31, 2018 and 2017 have all been converted using an exchange rate of Rupees 138.8619
per US Dollar.

2.1 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Bank and the financial statements of
subsidiary companies from the date that control of the subsidiary by the Group commences until the date that control
ceases. The financial statements of the subsidiary companies are incorporated on a line-by-line basis and the investment
held by the Bank is eliminated against the corresponding share capital and pre-acquisition reserve of subsidiaries in the
consolidated financial statements.

The financial statements of subsidiaries are prepared for the same reporting period as the Holding Company, using
accounting policies that are generally consistent with those of the Holding Company. However:

- Non-banking subsidiaries in Pakistan follow the requirements of International Accounting Standard (IAS) 39, Financial
Instruments: Recognition and Measurement, IAS 40, Investment Property and IFRS 7, Financial Instruments:
Disclosures, and

- Overseas subsidiaries comply with local regulations enforced within the respective jurisdictions.
Material intra-group balances and transactions are eliminated.

Associates are those entities in which the Group has significant influence, but not control, over the financial and operating
policies. Joint ventures are those entities over whose activities the Group has joint control established by contractual
agreement. Associates and joint ventures are accounted for using the equity method.

2.2 STATEMENT OF COMPLIANCE

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

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

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

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

- Directives issued by the SBP and the Securities & Exchange Commission of Pakistan (SECP) from time to time.
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Whenever the requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017, or the directives issued
by the SBP and the SECP differ with the requirements of IFRS or IFAS, the requirements of the Banking Companies
Ordinance, 1962, the Companies Act, 2017 and the said directives shall prevail.

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

IFRS 10, Consolidated Financial Statements, was notified by the SECP as applicable for accounting periods beginning from
January 1, 2015. However, the SECP, through SRO 56(1)/2016 dated January 28, 2016, has directed that the requirement of
consolidation under this standard and under Section 228 of the Companies Act, 2017 is not applicable in the case of
investments by a bank in mutual funds managed by its own asset management company and established under the trust
structure. Therefore, direct investments by the Bank in mutual funds managed by HBL Asset Management Limited (HBL
AML) are not consolidated as would otherwise be required under the definition of control specified in IFRS 10.

2.3 Standards, interpretations of and amendments to existing accounting standards that have become effective in the
current year.

During the current year, IFRS 9, Financial Instruments: Classification and Measurement, became applicable for certain
overseas branches of the Bank. The impact of the adoption of IFRS 9 on the Group's financial statements is disclosed in
note 4.1.2 below.

In addition, there are certain other new standards and interpretations of and amendments to existing accounting standards
that have become applicable to the Group for accounting periods beginning on or after January 1, 2018. These are
considered either to not be relevant or to not have any significant impact on the Group's financial statements.

2.4 Standards, interpretations of and amendments to existing accounting standards that are not yet effective.

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

Effective date (annual periods
beginning on or after)

- IFRS 15 - Revenue from contracts with customers July 1, 2018

- IFRS 11 - Joint Venture - (Amendments) January 1, 2019
- IFRS 16 - Leases January 1, 2019
- |1AS 19 - Employee Benefits - (Amendments) January 1, 2019
- IAS 28 - Investments in Associates and Joint Ventures - (Amendments) January 1, 2019
- IFRIC 23 - Uncertainty over Income Tax Treatments January 1, 2019
- IFRS 3 - Business Combinations - (Amendments) January 1, 2020

Effective date (annual periods
ending on or after)

IFRS 9 - Financial Instruments: Classification and Measurement June 30, 2019

IFRS 16 replaces existing guidance on accounting for leases, including IAS 17 'Leases’, IFRIC 4 'Determining whether an
Arrangement contains a Lease', SIC-15 'Operating Leases- Incentive and SIC-27 'Evaluating the Substance of Transactions
Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on balance sheet lease accounting model for lessees. A
lessee recognises a right a right-of-use asset representing its right to use the underlying asset and a lease liability
representing its obligations to make lease payments. There are recognition exemptions for short-term leases and leases of
low-value items. Lessor accounting remains similar to the current standard i.e. lessors continue to classify leases as finance
or operating leases.

On adoption of IFRS 16, the Group shall recognise a 'right to use asset' with a corresponding liability for lease payments.
The Group is in the process of assessing the full impact of this standard.
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IFRS 9: 'Financial Instruments' addresses recognition, classification, measurement and derecognition of financial assets
and financial liabilities. The standard has also introduced a new impairment model for financial assets which requires
recognition of impairment charge based on an 'expected credit losses' (ECL) approach rather than the 'incurred credit
losses' approach as currently followed. The ECL has impact on all assets of the Group which are exposed to credit risk. As
detailed in note 4.1.2, the Bank has already adopted IFRS 9 in respect of certain overseas branches.

The Group is in the process of assessing the full impact of this standard.

The Group expects that adoption of the remaining interpretations and amendments will not affect its financial statements in
the period of initial application.

2.5 Critical accounting estimates and judgements

The preparation of consolidated financial statements in conformity with approved accounting standards as applicable in
Pakistan requires the use of certain critical accounting estimates. It also requires the management to exercise its judgement
in the process of applying the Group's accounting policies. Estimates and judgements are continually evaluated and are
based on historical experience, 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 financial statements or
where judgement was exercised in the application of accounting policies are as follows:

i) Classification of investments (note 4.4)

i) Valuation and impairment of available-for-sale equity investments and associates (note 4.4.4)
iii) Provision against non-performing advances (note 4.5)

iv) Fixed assets valuation and depreciation (note 4.6)

v) Intangible assets valuation and amortisation (note 4.7)

vi) Defined benefit plans and other retirement benefits (note 4.11)

vii) Taxation (note 4.14)

viii) Fair value of derivatives (note 4.21)

Revisions to accounting estimates are recognised in the period in which the estimate is revised if the revision affects only
that period, or in the period of revision and future periods if the revision affects both current and future periods.

During the year, the Bank has reviewed the useful lives of its furniture and fixtures, electrical, office and computer equipment
and intangible assets as required by IAS 16 and IAS 38. This review has resulted in a change in the useful lives of these
assets. This revision has been accounted for as a change in accounting estimate in accordance with the requirements of
IAS 8. Accordingly, the effect of this change in accounting estimate has been recognised prospectively in the consolidated
profit and loss account from the current year. The impact of this change is disclosed in notes 10.2.1 and 11.1.1 to these
consolidated financial statements.

3 BASIS OF MEASUREMENT

3.1 Accounting convention

These consolidated financial statements have been prepared under the historical cost convention except for:

- Certain classes of fixed assets and non-banking assets acquired in satisfaction of claims which are stated at revalued
amounts less accumulated depreciation.

- Investments classified as held-for-trading and available-for-sale and derivative financial instruments, including forward
foreign exchange contracts, which are measured at fair value.

- Net obligations in respect of defined benefit schemes which are carried at their present values.

The consolidated financial statements are presented in Pakistani rupees, which is the Group's functional currency. Amounts
are rounded to the nearest thousand Rupees.

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these consolidated financial statements are consistent with those of
the previous financial year except as disclosed in note 4.1 below.
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4.1 Changes in accounting policies

4.1.1 The Bank has changed its policy for accounting for a deficit arising on revaluation of fixed assets. The Bank's previous
accounting policy, in accordance with the repealed Companies Ordinance, 1984, required that a deficit arising on
revaluation of a particular asset 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 asset. The Companies Act, 2017 removed the
specific provisions allowing the above treatment. A deficit arising on revaluation of a particular asset is now to be accounted
for in accordance with IFRS, which requires that such deficit cannot be adjusted against the surplus for any other asset, but
is to be taken to the profit and loss account as an impairment.

The effect of this change in accounting policy, which is applied with retrospective effect, is as follows:

As at As at As at
December 31, December 31, December 31,
2018 2017 2016
Impact on Statement of Financial Positon e ((SUT R [1]1) ———
Decrease in unappropriated profit (129,607) (131,799) (803,615)
Increase in surplus on revaluation of assets — net of tax 129,607 131,799 803,615

For the year ended

December December

31,2018 31, 2017
Impact on Statement of Comprehensive Income (Rupees in '000)
Increase in profit and loss account - 666,147
Decrease in other comprehensive income - (666,147)

4.1.2 As per the accounting policy of the Bank, provision against advances, investments and off-balance sheet obligations of
overseas branches is made as per the requirements of the respective regulatory regimes in which the branches operate.
During the current year, provision requirement under IFRS 9, Financial Instruments: Classification and Measurement,
became applicable for certain overseas branches of the Bank. Under this accounting standard, provision against advances,
investments and off-balance sheet obligations is determined under the expected credit loss model whereas previously, it
was determined under the incurred loss model. Accordingly, in respect of such branches, the Bank has changed its
accounting policy and has followed the requirements of IFRS 9 while determining the requirements for recording provision
against advances, investments and off-balance sheet obligations.

The adoption of this standard by these overseas branches has been applied retrospectively which resulted in an additional
provision of Rs 106.349 million (Rs 64.873 million net of tax) as at December 31, 2017. The effect of the additional provision
against advances is Rs 95.044 million (note 9.5) and provision against off-balance sheet obligations is Rs 11.305 million
(note 18.1).

4.1.3 The SBP vide BPRD Circular No. 02 of 2018 dated January 25, 2018 has amended the format of annual financial
statements of banks. All banks are directed to prepare their annual financial statements on the revised format effective from
the accounting year ending December 31, 2018. Accordingly, the Group has prepared these financial statements on the new
format prescribed by the State Bank of Pakistan. The adoption of new format contains recognition requirements,
reclassification of comparative information and additional disclosures and accordingly a third statement of financial position
as at the beginning of the preceding period (i.e. December 31, 2016) has been presented in accordance with the
requirements of International Accounting Standard 1 — Presentation of Financial Statements. The amended format also
introduced certain new disclosures and has resulted in the following significant changes:

- Acceptances amounting to Rs 12,526.361 million (2017: Rs 12,074.889 million, 2016: Rs 12,978.821 million) which
were previously shown as part of contingencies and commitments are now recognised on the consolidated statement of
financial position both as assets and liabilities. They are included in other assets (note 13) and other liabilities (note 18);

- Surpluses on revaluation of assets (note 20) amounting to Rs 14,531.643 million as at December 31, 2018 (2017: Rs

21,420.252 million, 2016: Rs 24,855.064 million) which were previously shown below equity as required by the repealed
Companies Ordinance, 1984 has now been included as part of equity;
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- Intangibles (note 11) amounting to Rs 7,865.361 million (2017: Rs 6,350.501 million, 2016: Rs 6,076.770 million) which
were previously shown as part of fixed assets (note 10) are now shown separately on the consolidated statement of
financial position;

- Cost of foreign currency swaps (note 24) amounting to Rs 1,592.062 million (2017: Rs 1,234.216 million) which was
previously shown as part of foreign exchange income / (loss) has now been shown as part of mark-up / return / profit /
interest expense in the consolidated statement of profit and loss account.

4.2 Cash and cash equivalents
Cash and cash equivalents include cash and balances with treasury banks and balances with other banks.

4.3 Lending / borrowing transactions with financial institutions

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

4.3.1 Purchase under resale agreements (reverse repo)
Securities purchased under agreement to resell are not recognised as investments in these consolidated financial
statements and the amount extended to the counterparty is included in lendings to financial institutions. The difference
between the purchase price and the contracted resale price is accrued on a time proportion basis over the period of the
contract and recorded as income.

4.3.2 Sale under repurchase agreement (repo)
Securities sold subject to a repurchase agreement are retained as investments in these consolidated financial statements
and the liability to the counterparty is included in borrowings. The difference between the sale price and the contracted
repurchase price is accrued on a time proportion basis over the period of the contract and recorded as expense.

4.3.3 Bai Muajjal
Bai Muajjal transactions represent sales of Sukuks on a deferred payment basis and are shown in lendings to financial
institutions except for transactions undertaken directly with the Government of Pakistan which are shown as investments.
The difference between the deferred payment amount receivable and the carrying value at the time of sale is accrued and
recorded as income over the life of the transaction.

4.4 Investments

The Group classifies its investment portfolio, other than its investments in associates and joint ventures, into the following
categories:

Held-for-trading

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

Held-to-maturity

These are securities with fixed or determinable payments and fixed maturity that the Group has the positive intent and ability
to hold till maturity.

Available-for-sale

These are investments, other than investments in associates and joint ventures, that do not fall under the held-for-trading or
held-to-maturity categories.

4.4.1 Initial measurement
All purchases and sales of investments that require delivery within the time frame established by regulations or market

convention are recognised at the trade date. The trade date is the date on which the Group commits to purchase or sell the
investment.
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In the case of investments classified as held-for-trading, transaction costs are expensed through the profit and loss account.
Transaction costs associated with investments other than those classified as held-for-trading are included in the cost of the
investments.

4.4.2 Subsequent measurement
Held-for-trading

Investments classified as held-for-trading are subsequently measured at fair value. Any unrealised surplus / deficit arising
on revaluation is taken to the profit and loss account.

Held-to-maturity

Investments classified as held-to-maturity are subsequently measured at amortised cost using the effective interest rate
method, less any impairment recognised to reflect irrecoverable amounts.

Available-for-sale

Listed securities classified as available-for-sale are subsequently measured at fair value. Any unrealised surplus / deficit
arising on revaluation is recorded in the surplus / deficit on revaluation of securities account shown as part of equity in the
statement of financial position and is taken to the profit and loss account either when realised upon disposal or when the
investment is considered to be impaired.

Unlisted equity securities are carried at the lower of cost and break-up value. The break-up value is calculated with reference
to the net assets of the investee company as per its latest available audited financial statements. Other unlisted securities
are valued at cost less impairment, if any.

4.4.3 Investments in associates and joint ventures

Associates and joint ventures are accounted for using the equity method of accounting. Under the equity method, the
investment is initially recognised at cost and the carrying amount is increased / decreased to recognise the investor's share
of the profit and loss / reserves of the investee subsequent to the date of acquisition. The investor's share of the profit and
loss of the investee is recognised through the profit and loss account.

4.4.4 Impairment

The Group determines that available-for-sale listed equity investments are impaired when there has been a significant or
prolonged decline in the fair value of these investments below their cost. The determination of what is significant or
prolonged requires judgement. In making this judgement, the Group evaluates, among other factors, the normal volatility in
share price. In addition, impairment may be appropriate when there is evidence of deterioration in the financial condition of
the investee, industry and sector performance and changes in technology. A subsequent increase in the fair value of a
previously impaired listed equity security is recorded in the statement of financial position in the surplus / deficit on
revaluation of securities account and only recorded through the profit and loss account when realised on disposal.

A decline in the carrying value of unlisted equity securities is charged to the profit and loss account. A subsequent increase
in the carrying value, up to the cost of the investment, is credited to the profit and loss account.

Provision for diminution in the value of debt securities is made as per the Prudential Regulations issued by the SBP.
Provision against investments by the Group's overseas branches is made as per the requirements of the respective
regulatory regimes in which the overseas branches operate.

When a debt security, classified as available-for-sale, is considered to be impaired, the balance in the surplus / deficit on
revaluation of securities account is transferred to the profit and loss account as an impairment charge. If, in a subsequent
period, the fair value of a debt instrument increases and the increase can be objectively related to an event occurring after
the impairment loss was recognised, the impairment loss is reversed through the profit and loss account. When a debt
security classified as held to maturity is considered to be impaired, the impairment is charged to profit and loss account
directly.

Provision for diminution in the value of other securities is made after considering objective evidence of impairment.
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The Group considers that a decline in the recoverable value of its investments in associates and joint ventures below their
cost may be evidence of impairment. Recoverable value is calculated as the higher of fair value less costs to sell and value
in use. An impairment loss is recognised when the recoverable amount falls below the carrying value and is charged to the
profit and loss account. Any subsequent reversal of an impairment loss, up to the cost of the investment in associates and
joint ventures, is credited to the profit and loss account.

4.5 Advances

Advances are stated net of specific and general provisions. Provision against advances by the Group's branches in Pakistan
is made in accordance with the requirements of the Prudential Regulations. Provision against advances by the Group's
overseas branches is made as per the requirements of the respective regulatory regimes in which the overseas branches
operate. Advances are written off in line with the Bank’s policy when there are no realistic prospects of recovery.

4.5.1 Finance lease receivables

Leases where the Group transfers a substantial portion of the risks and rewards incidental to the ownership of an asset to
the lessee are classified as finance leases. A receivable is recognised at an amount equal to the present value of the lease
payments including any guaranteed residual value. The net investment in finance lease is included in advances.

4.5.2 Islamic financing and related assets

Under Murabaha financing, funds disbursed for the purchase of goods are recorded as advance against Murabaha finance
and the financing is recorded at the deferred sale price. Goods purchased but remaining unsold at the statement of financial
position date are recorded as inventories.

Assets given on ljarah are stated at cost less accumulated depreciation. ljarah assets are depreciated on a reducing balance
basis over the term of the ljarah after taking into account the estimated residual value. Impairment of ljarah assets is
recognised in line with the Prudential Regulations or upon the occurrence of an impairment event which indicates that the
carrying value of the ljarah asset may exceed its recoverable amount.

In Running Musharakah, the Bank and the customer enter a Musharakah agreement where the Bank agrees to finance the
operating activities of the customer’s business and share in the profit or loss in proportion to an agreed ratio at an agreed
frequency.

Under Diminishing Musharakah financing, the Bank creates joint ownership with the customer over the tangible assets to
fulfill capital expenditure / project requirements. The Bank receives periodic payments from the customer against the
gradual transfer of its share of ownership to the customer.

In Istisna transactions, the Bank finances the cost of goods manufactured by the customer. Once the goods are
manufactured, these are sold by the customer as an agent of the Bank to recover the cost plus the agreed profit.

Under Tijarah, the Bank purchases the finished goods from the customer against payment, takes possession and appoint
customer as an agent to sell these goods to ultimate buyer on deferred payment basis. Profit is recognised on accrual basis
over the period of transaction.

Wakalah is an agency contract in which Bank provides funds to the customer who invests it in a Shariah compliant manner.
4.6 Fixed Assets

Fixed assets are stated at cost, except for land and buildings which are carried at revalued amounts less accumulated
depreciation, where applicable, and accumulated impairment losses, if any.

ltems included in property and equipment, other than land, are depreciated over the expected useful lives using the straight-
line method. Depreciation is calculated so as to write down the assets to their residual values over their expected useful lives
at the rates specified in note 10.2 to these consolidated financial statements. Depreciation on additions is charged from the
month in which the assets are available for use. No depreciation is charged in the month in which the assets are disposed
off. The residual values, useful lives and depreciation methods are reviewed and adjusted, if appropriate, at each statement
of financial position date.
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Land and buildings are revalued by independent, professionally qualified valuers with sufficient regularity to ensure that their
net carrying amount does not differ materially from their fair value. An increase arising on revaluation is credited to the
surplus on revaluation of fixed assets account. A decrease arising on revaluation of fixed assets is adjusted against the
surplus of that asset or, if no surplus exists, is charged to the profit and loss account as an impairment of the asset. A
surplus arising subsequently on an impaired asset is reversed through the profit and loss account up to the extent of the
original impairment.

Surplus on revaluation of fixed assets (net of associated deferred tax) to the extent of the incremental depreciation charged
on the related assets is transferred to unappropriated profit.

Normal repairs and maintenance are charged to the profit and loss account as and when incurred. Major repairs and
renovations that increase the useful life of an asset are capitalised.

Gains or losses arising on the disposal of fixed assets are charged to the profit and loss account. Surplus on revaluation
(net of deferred tax) realised on disposal of fixed assets is transferred directly to unappropriated profit.

4.7 Intangible assets
4.7.1 Intangible assets other than goodwill

Intangible assets having a finite useful life are stated at cost less accumulated amortisation and accumulated impairment
losses, if any. Such intangible assets are amortised over their estimated useful lives using the straight-line method.
Amortisation is calculated so as to write down the assets to their residual values over their expected useful lives at the rates
stated in note 11.1 to these consolidated financial statements. Amortisation on additions is charged from the month in which
the assets are available for use. No amortisation is charged in the month in which the assets are disposed off. The residual
values, useful lives and amortisation methods are reviewed and adjusted, if appropriate, at each statement of financial
position date.

Intangible assets having a finite useful life which arise from contractual or other legal rights on the acquisition of another
entity and are deemed separable, are considered as part of the net identifiable assets acquired. These are initially measured
at fair value, and are amortised over their expected useful lives.

Intangible assets having an indefinite useful life are stated at cost less impairment, if any.
4.7.2 Goodwill

Goodwill acquired in a business combination is measured, subsequent to initial recognition, at cost less impairment, if any.
Goodwill is tested for impairment annually or whenever there is an indication of impairment, as per the requirements of IAS
36, Impairment of Assets. An impairment charge in respect of goodwill is recognised through the profit and loss account.

4.8 Assets acquired in satisfaction of claims

Assets acquired in satisfaction of claims are initially recorded at cost and revalued at each year-end date of the statement of
financial position. An increase in market value over the acquisition cost is recorded as a surplus on revaluation. A decline in
the market value is adjusted against the surplus of that asset, if any, or if no surplus exists, is charged to the profit and loss
account as an impairment. A subsequent increase in the market value of an impaired asset is reversed through the profit
and loss account up to the extent of the original impairment. All direct costs of acquiring title to the asset are charged
immediately to the profit and loss account.

Depreciation on assets acquired in satisfaction of claims is charged to the profit and loss account in line with the
depreciation charged on fixed assets.

Any reductions in non-performing loans and corresponding reductions in provisions held against non-performing loans, as a
result of the recognition of such assets, are disclosed separately.

These assets are generally intended for sale. Gains and losses realised on the sale of such assets are disclosed separately

from gains and losses realised on the sale of fixed assets. If such asset is subsequently used by the Bank for its own
operations, the asset, along with any related surplus, is transferred to fixed assets.
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4.9 Borrowings / deposits

Borrowings / deposits are recorded at the amount of proceeds received. The cost of borrowings / deposits is recognised as
an expense on an accrual basis in the period in which it is incurred.

410 Subordinated debt

Subordinated debt is recorded at the amount of proceeds received. Mark-up accrued on subordinated debt is charged to the
profit and loss account.

411 Employee benefits

The Bank operates a number of post-retirement benefit plans, which include both defined contribution plans and defined
benefit plans.

For defined contribution plans, the Bank pays contributions to the fund on a periodic basis, and such amounts are charged
to the profit and loss account when the payment obligation is established. The Bank has no further payment obligations
once the contributions have been paid.

For funded defined benefit plans, the liability recognised in the statement of financial position is the present value of the
defined benefit obligations less the fair value of plan assets as at the statement of financial position date. Contributions to
the fund are made by the Bank on a periodic basis.

For non-funded defined benefit plans, the liability recognised in the statement of financial position is the present value of the
defined benefit obligations as at the statement of financial position date.

The liability in respect of all obligations under defined benefit schemes is calculated annually by an independent actuary
using the Projected Unit Credit Method.

Actuarial gains and losses

Actuarial gains and losses that arise out of experience adjustments and changes in actuarial assumptions are recognised in
other comprehensive income with no subsequent recycling through the profit and loss account. Gains and losses on
remeasurement of the liability for compensated absences are recognised in the profit and loss account immediately.

Past Service Cost

Past service cost is the change in the present value of the defined benefit obligation resulting from a plan amendment or
curtailment. The Bank recognises past service cost as an expense when the plan amendment or curtailment occurs.

4.12 Foreign currency
4.12.1 Foreign currency transactions

Transactions in foreign currencies are translated to Pakistani rupees at the exchange rates prevailing on the transaction
date. Monetary assets and liabilities in foreign currencies are expressed in rupee terms at the rates of exchange prevailing
on the date of the statement of financial position. Forward transactions in foreign currencies and foreign bills purchased are
valued at forward foreign exchange rates applicable to their respective maturities.

4.12.2 Foreign operations

The assets and liabilities of foreign operations are translated to Pakistani rupees at exchange rates prevailing at the date of
the statement of financial position. The income and expenses of foreign operations are translated to Pakistani Rupees at
average rates of exchange prevailing during the year.

Exchange differences arising from the translation of the net investment in foreign branches, associates, joint venture and
subsidiaries, and of instruments designated as hedges of such investments, are separately recorded within equity as an
Exchange Translation Reserve. These are recognised through the profit and loss account only on disposal of the investment
in the foreign branches, associates, joint venture or subsidiaries.
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4.12.3 Translation gains and losses

Translation gains and losses on assets and liabilities denominated in foreign currencies are included in the profit and loss
account.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the
foreign entity and translated at foreign exchange rates prevailing as at the date of the statement of financial position.

4.12.4 Contingencies and Commitments

Contingencies and commitments denominated in foreign currencies are expressed in rupee terms at the rates of exchange
prevailing on the date of the statement of financial position.

4.13 Income recognition

Revenue is recognised to the extent that the economic benefits associated with a transaction will flow to the Group and the
revenue can be reliably measured.

4.13.1 Advances and investments
Income on performing advances and debt securities is recognised on a time proportion basis as per the terms of the
contract. Where debt securities are purchased at a premium or discount, such premium / discount is amortised through the
profit and loss account over the remaining maturity of the debt security using the effective yield method.
Income recoverable on classified advances and investments is recognised on a receipt basis. Income on rescheduled /
restructured advances and investments is recognised as permitted by the SBP regulations or by the regulatory authorities of
the countries where the Group operates.

4.13.2 Lease financing
Income from lease financing is accounted for using the financing method. Under this method, the unearned lease income
(defined as the sum of total lease rentals and estimated residual value less the cost of the leased assets) is deferred and
taken to income over the term of the lease so as to produce a constant periodic rate of return on the outstanding net
investment in the lease. Gains or losses on termination of lease contracts are recognised through the profit and loss account
when these are realised. Unrealised lease income and other fees on classified leases are recognised on a receipt basis.

4.13.3 Fee, Commission and Brokerage Income
Fee, Commission and Brokerage income is recognised on an accrual basis.

4.13.4 Dividend income
Dividend income is recognised when the right to receive the dividend is established.

4.14 Taxation

Income tax expense comprises of the charge for current and prior years and deferred tax. Income tax expense is recognised
in the profit and loss account except to the extent that it relates to items recognised directly in equity.

4.14.1 Current

The charge for current taxation is calculated on taxable income earned during the year from local as well as foreign
operations using tax rates enacted as at the date of the statement of financial position.

4.14.2 Prior years

The charge for prior years represents adjustments to the tax charge for prior years, arising from assessments, changes in
estimates, and retrospectively applied changes to law, made during the current year.
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4.14.3 Deferred

Deferred tax is recognised using the balance sheet liability method on all temporary differences between the amounts
attributed to assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
is calculated at the tax rates that are expected to be applicable to the temporary differences when they reverse, based on
laws that have been enacted or substantively enacted as at the date of the statement of financial position.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against
which the asset can be utilised.

Where objective evidence exists that the carrying value of a deferred tax asset may not be recoverable, the deferred tax
asset is reduced to its recoverable value and a corresponding charge to deferred tax expense is recognised in the profit and
loss account.

4.15 Impairment of non-financial assets

The carrying amount of the Group's assets (other than deferred tax assets) are reviewed at each statement of financial
position date to determine whether there is any indication of impairment. If such indication exists, the recoverable amount of
the relevant asset is estimated. An impairment loss is recognised through the profit and loss account whenever the carrying
amount of an asset exceeds its recoverable amount. A subsequent increase in the recoverable value of the asset results in a
reversal of the impairment loss through the profit and loss account, up to the original carrying value of the asset, if the
reversal can be objectively related to an event occurring after the impairment loss was recognised.

4.16 Provision for claims under guarantees

A provision for claims under guarantees is recognised when intimated and reasonable certainty exists that the Group will
settle the obligation. The charge to the profit and loss account is stated net of expected recoveries and the obligation is
recognised in other liabilities.

4.17  Other provisions

Other provisions are recognised when the Group has a 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 the amount can be
made. Provisions are reviewed at each statement of financial position date and are adjusted to reflect the current best
estimate.

4.18 Contingent Liabilities

Contingent liabilities are not recognised in the statement of financial position as they are possible obligations where it has
yet to be confirmed whether a liability, which will ultimately result in an outflow of economic benefits, will arise. If the
probability of an outflow of economic resources under a contingent liability is considered remote, it is not disclosed.

419 Off setting

Financial assets and financial liabilities are set-off and the net amount is reported in the consolidated 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 realise the
assets and to settle the liabilities simultaneously.

4.20 Financial Assets and Liabilities

Financial assets and liabilities carried on the statement of financial position include cash and bank balances, lending to
financial institutions, investments, advances, certain other receivables, bills payable, borrowings, deposits, subordinated
debt and certain payables. The particular recognition methods adopted for significant financial assets and financial liabilities
are disclosed in the relevant policy notes.

4.21 Derivative Financial Instruments
Derivative financial assets and liabilities are initially recognised at fair value on the date on which a derivative contract is
entered into and are subsequently measured at their fair value using appropriate valuation techniques. Derivative financial

instruments are carried as an asset when the fair value is positive and as a liability when the fair value is negative. Any
change in the fair value of derivative financial instruments is taken directly to the profit and loss account.
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4.22 Dividends paid
Declarations of dividends to shareholders are recognised as a liability in the period in which they are approved.
4.23 Earnings per share
The Group presents basic and diluted earnings per share (EPS). Basic and diluted EPS is calculated by dividing profit after
tax for the year attributable to equity holders of the Group by the weighted average number of ordinary shares outstanding
during the year.
4.24  Segment reporting
A segment is a distinguishable component of the Group that is engaged in providing unique products or services (business
segment), or in providing products or services within a particular geographic environment (geographical segment), which is
subject to risks and rewards that are different from those of other segments.
4.24.1 Business segments
The Group is managed along the following business lines for monitoring and reporting purposes:
i) Branch banking
Consists of loans, deposits and other banking services to individuals, agriculture, SME and commercial customers.
iy Consumer banking
Consists of loans to consumer customers.
iii) Corporate banking
Consists of lending for project finance, trade finance and working capital to corporate customers. This segment also
provides investment banking services including services provided in connection with mergers and acquisitions and the
underwriting / arrangement of debt and equity instruments through syndications, Initial Public Offerings and private
placements.

iv) Treasury

Consists of proprietary trading, fixed income, equity, derivatives and foreign exchange businesses. Also includes credit,
lending and funding activities with professional market counterparties.

V) International and correspondent banking

International and correspondent banking consists of the Group's operations outside Pakistan and financial institutions'
correspondent banking.

vi) Asset management
This represents HBL Asset Management Limited.
vii) Head Office / Others
This includes corporate items and business results not shown separately in one of the above segments.
4.24.2 Geographical segments
The Group is managed along the following geographic lines for monitoring and reporting purposes:
i) Pakistan (including KEPZ)
ii) Middle East

iii) Asia and Africa
iv) Europe and North America
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5 CASH AND BALANCES WITH TREASURY BANKS Note 2018 2017
(Rupees in '000)
In hand
Local currency 31,732,010 25,969,521
Foreign currencies 4,413,924 4,174,919

36,145,934 30,144,440
With State Bank of Pakistan in

Local currency current accounts 5.1 89,523,321 75,138,113
Foreign currency current accounts 5.2 6,660,233 5,327,299
Foreign currency deposit accounts 5.3 18,077,471 15,968,819

114,261,025 96,434,231
With other Central Banks in
Foreign currency current accounts 5.4 37,297,608 54,120,944
Foreign currency deposit accounts 55 5,424,122 6,089,104
42,721,730 60,210,048

With National Bank of Pakistan in

Local currency current accounts 85,848,781 58,922,899
Local currency deposit account 5.6 355,293 239,017
National Prize Bonds 127,925 92,395

279,460,688 246,043,030

5.1 These represent current accounts maintained under the Cash Reserve Requirement of the SBP.
5.2 These represent foreign currency current accounts maintained under the Cash Reserve Requirement of the SBP.

5.3 These represent deposit accounts maintained under the Special Cash Reserve Requirement of the SBP and a US Dollar
Settlement account maintained with the SBP. These carry mark-up at rates ranging from 0.00% to 1.35% per annum (2017:
0.00% to 0.37% per annum).

54 These represent balances held with the Central Banks of the countries in which the Group operates, in accordance with local
statutory / regulatory requirements. These include balances in remunerative accounts amounting to Rs 7,113.816 million
(2017: Rs 6,216.790 million), which carry mark-up at rates ranging from 0.65% to 2.00% per annum (2017: 0.01% to 7.25%
per annum).

5.5 These represent balances held with the Central Banks of the countries in which the Group operates, in accordance with local
statutory / regulatory requirements. These carry mark-up at rates ranging from 0.00% to 15.00% per annum (2017: 1.00%
to 2.90% per annum).

5.6 This represents deposit account maintained with the National Bank of Pakistan. This carries mark-up at rate of 3.00% per
annum (2017: 3.00% per annum).

Note 2018 2017
6 BALANCES WITH OTHER BANKS (Rupees in '000)
In Pakistan
In current accounts 231,594 324,032
In deposit accounts 6.1 3,284,178 1,071,383
3,515,772 1,395,415
Outside Pakistan
In current accounts 6.2 16,511,609 20,954,810
In deposit accounts 6.3 22,614,641 18,454,044

39,126,250 39,408,854
42,642,022 40,804,269

6.1 These carry mark-up at rates ranging from 3.75% to 11.00% per annum (2017: 3.75% to 7.00% per annum).

6.2 These include balances in remunerative current accounts amounting to Rs 4,860.167 million (2017: Rs 4,148.355 million),
which carry mark-up at a rate of 0.85% per annum (2017: 0.05% to 0.72% per annum).

6.3 These accounts carry mark-up at rates ranging from 0.15% to 23.55% per annum (2017: 0.70% to 13.25% per annum).

Note 2018 2017
7 LENDINGS TO FINANCIAL INSTITUTIONS (Rupees in '000)
Call money lendings 7.2 8,900,000 500,000
Repurchase agreement lendings (reverse repo) 7.3 38,045,810 31,785,507
Bai Muajjal receivables
- with State Bank of Pakistan - 1,614,838
- with other financial institutions 7.4 4,331,526

51,277,336 33,900,345
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7.1 Lendings to financial institutions are all in local currency.
7.2 Call money lendings carry mark-up at rates ranging from 8.21% to 9.60% per annum (2017: 6.50% per annum) and are due
to mature latest by April 11, 2019.
7.3  Repurchase agreement lendings carry mark-up at rates ranging from 8.40% to 10.39% per annum (2017: 5.75% to 6.20%
per annum) and are due to mature latest by February 1, 2019.
7.3.1 Securities held as collateral against 2018 2017
lendings to financial institutions Heldby  Further given Total Heldby  Further given Total
Group as collateral Group as collateral
(Rupees in '000)
Market Treasury Bills 4,995,810 - 4,995,810 485,507 - 485,507
Pakistan Investment Bonds 33,050,000 - 33,050,000 31,300,000 - 31,300,000
38,045,810 - 38,045810 31,785,507 - 31,785,507
7.3.2 The market value of securities held as collateral against repurchase agreement lendings amounted to Rs 37,301.886 million
(2017: Rs 32,478.463 million).
7.4  Bai Muajjal receivables from other financial institutions carry profit at 9.85% per annum (2017: Nil) and are due to mature

latest by January 31, 2019.
8 INVESTMENTS

8.1 Investments by type

Held-for-trading (HFT) securities

Federal Government securities
- Market Treasury Bills
- Pakistan Investment Bonds
- liarah Sukuks

Shares
- Listed companies

Foreign securities
- Government debt securities

Available-for-sale (AFS) securities

Federal Government securities
- Market Treasury Bills
- Pakistan Investment Bonds
- ljarah Sukuks
- Government of Pakistan US Dollar Bonds
Shares
- Listed companies
- Unlisted companies
Non-Government debt securities
- Unlisted
Foreign securities
- Government debt securities
- Non-Government debt securities
- Listed
- Unlisted
- Equity securities - Unlisted
National Investment Trust units
Real Estate Investment Trust units
Preference shares

Held-to-maturity (HTM) securities

Federal Government securities
- Market Treasury Bills
- Pakistan Investment Bonds
- Government of Pakistan US Dollar Bonds
Non-Government debt securities
- Listed
- Unlisted
Foreign Securities
- Government debt securities
- Non-Government debt securities
- Listed
- Unlisted

In in and joint

Total investments
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Note 2018 2017
Cost/ PrOf\(l)I:lOn Surplus / Carrying value Cost/ Prof\:)l:lon Surplus / Carrying value
amortised cost . . . (deficit) ving amortised cost . . . (deficit) ving
diminution diminution
(Rupees in '000)
2,569,965 - (1,499) 2,568,466 48,402,667 - (24,920) 48,377,747
3,683,617 - (12,287) 3,671,330 17,918,321 - (13,149) 17,905,172
- - - - 1,999,062 - (262) 1,998,800
- - - - 274,651 - (19,058) 255,593
90,499 - 24,575 115,074 149,311 - (15,964) 133,347
6,344,081 - 10,789 6,354,870 68,744,012 - (73,353) 68,670,659
83 { 758,446,236 - (275,397) 758,170,839 462,384,221 - (81,386) 462,302,835
' 234,800,806 - (10,064,365) 224,736,441 372,877,489 - 569,276 373,446,765
53,675,083 - (170,821) 53,504,262 83,205,706 - 485,521 83,691,227
5,759,910 (33,047) (52,654) 5,674,209 2,656,628 - (7,256) 2,649,372
14,599,566 || (4,043,987) (385,376) 10,170,203 19,661,232 || (1,117,390) (1,794,580) 16,749,262
3,761,058 (82,274) - 3,678,784 2,716,232 (82,274) - 2,633,958
882 4,949,525 (274,630) - 4,674,895 6,799,664 (303,387) - 6,496,277
21,179,684 (45,262) (12,207) 21,122,215 10,779,643 - (3,816) 10,775,827
50,437,302 (383,589) (626,014) 49,427,699 36,542,874 - 42,915 36,585,789
6,477,305 (2,724) 944 6,475,525 3,972,253 - 3,357 3,975,610
5,413 - - 5413 4,414 - - 4,414
11,113 - 31,449 42,562 11,113 - 36,190 47,303
55,000 - 4,950 59,950 154,000 - - 154,000
97,500 - - 97,500 97,500 - - 97,500
1,154,255,501  (4,865,513)  (11,549,491)  1,137,840,497  1,001,862,969  (1,503,051) (749,779) 999,610,139
86
8.3 154,580 - - 154,580 90,938 - - 90,938
83-85 172,011,963 - - 172,011,963 229,759,743 - - 229,759,743
139,274 - - 139,274 1,177,868 - - 1,177,868
9,092,850 - - 9,092,850 6,631,274 - - 6,631,274
22,538,405 - - 22,538,405 20,526,447 - - 20,526,447
8,657,345 (609) - 8,656,736 17,270,979 - - 17,270,979
2,535,536 - - 2,535,536 2,920,679 - - 2,920,679
1,208,886 (110) - 1,208,776 799,898 - - 799,898
216,338,839 (719) - 216,338,120 279,177,826 - - 279,177,826
8.12 29,013,650 - 505,327 29,518,977 27,169,019 - 188,799 27,357,818
1,405,952,071 _(4,866,232) _ (11,033,375) _1,390,052,464 _ 1,376,953.826 _ (1,503,051) (634,333)  1,374,816,442
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8.2

Investments by segments

Federal Government securities

Market Treasury Bills

Pakistan Investment Bonds

ljarah Sukuks

Government of Pakistan US Dollar Bonds

Shares

Listed companies
Unlisted companies

Non-Government debt securities

Listed
Unlisted

Foreign securities

Government debt securities
Non-Government debt securities
Listed
Unlisted
Equity securities - Unlisted

National Investment Trust units

Real Estate Investment Trust units
Preference shares

Investments in associates and joint venture

Diamond Trust Bank Kenya Limited
Himalayan Bank Limited, Nepal
Kyrgyz Investment and Credit
Bank, Kyrgyz Republic
Jubilee General Insurance Company Limited
Jubilee Life Insurance Company Limited
HBL Cash Fund
HBL Energy Fund
HBL Equity Fund
HBL Financial Planning Fund -
Strategic Allocation
HBL Government securities Fund
HBL Income Fund
HBL Islamic Asset Allocation Fund
HBL Islamic Equity Fund
HBL Islamic Income Fund
HBL Islamic Money Market Fund
HBL Islamic Pension Fund - Debt Sub Fund
HBL Islamic Pension Fund - Equity Sub Fund
HBL Islamic Pension Fund -
Money Market Sub Fund
HBL Islamic Stock Fund
HBL Money Market Fund
HBL Multi Asset Fund
HBL Pension Fund - Equity Sub Fund
HBL Pension Fund - Debt Sub Fund
HBL Pension Fund - Money Market Sub Fund
HBL Stock Fund
HBL Investment Fund Class A
HBL Investment Fund Class B
PICIC Investment Fund

Total investments

2018 2017
Cost/ Provision . Cost/ Provision .
amortised for Surp.IL!s ! Carrying amortised for SurpILfs ! Carrying
AT (deficit) value AT (deficit) value
cost diminution cost diminution
(Rupees in '000)
761,170,781 (276,896)|| 760,893,885 510,877,826 - (106,306)]| 510,771,520
410,496,386 (10,076,652)| | 400,419,734 620,555,553 556,127 621,111,680
53,675,083 - (170,821) 53,504,262 85,204,768 - 485,259 85,690,027
5,899,184 (33,047) (52,654) 5,813,483 3,834,496 - (7,256) 3,827,240
1,231,241,434 (33,047) (10,577,023) 1,220,631,364  1,220,472,643 - 927,824  1,221,400,467
14,599,566 (4,043,987) (385,376) 10,170,203 19,935,883 (1,117,390){ | (1,813,638) 17,004,855
3,761,058 (82,274) - 3,678,784 2,716,232 (82,274) - 2,633,958
18,360,624 (4,126,261) (385,376) 13,848,987 22,652,115 (1,199,664)  (1,813,638) 19,638,813
9,092,850 - 9,092,850 6,631,274 - - 6,631,274
27,487,930 (274,630) 27,213,300 27,326,111 (303,387) - 27,022,724
36,580,780 (274,630) 36,306,150 33,957,385 (303,387) - 33,653,998
29,927,528 (45,871) 12,368 29,894,025 28,199,933 - (19,780) 28,180,153
52,972,838 (383,589) (626,014) 51,963,235 39,463,553 - 42,915 39,506,468
7,686,191 (2,834) 944 7,684,301 4,772,151 - 3,357 4,775,508
5,413 - - 5413 4,414 - - 4,414
90,591,970 (432,294) (612,702) 89,546,974 72,440,051 - 26,492 72,466,543
11,113 31,449 42,562 11,113 - 36,190 47,303
55,000 4,950 59,950 154,000 - - 154,000
97,500 97,500 97,500 - - 97,500
11,717,187 - 11,717,187 8,866,059 - (65,258) 8,800,801
3,779,452 (1,590) 3,777,862 2,739,781 - - 2,739,781
1,594,778 - 1,594,778 1,187,420 - - 1,187,420
2,840,731 232,974 3,073,705 2,678,795 - - 2,678,795
1,940,512 (2,123) 1,938,389 1,533,450 - - 1,533,450
28,573 - 28,573 86,069 - - 86,069
301,246 301,246 443,653 - - 443,653
54,057 54,057 87,236 - - 87,236
96,694 96,694 99,924 - - 99,924
11,038 - 11,038 101,224 - - 101,224
821,419 (329) 821,090 1,752,660 - 487 1,753,147
631,037 (3,537) 627,500 619,678 - (4,259) 615,419
59,059 - 59,059 85,921 - - 85,921
266,065 266,065 250,652 - - 250,652
321,276 - 321,276 405,136 - - 405,136
45,704 234 45,938 43919 - 319 44,238
78,532 16,180 94,712 89,871 - 8,838 98,709
45,555 13 45,568 43,688 - 4) 43,684
636,153 63,365 699,518 676,462 - 58,565 735,027
992,991 (57) 992,934 358,886 - (57) 358,829
96,973 - 77,977 174,950 100,522 77,131 177,653
94,177 - 9,388 103,565 106,273 2,442 108,715
52,450 - 9) 52,441 50,206 (20) 50,186
48,988 - (5) 48,983 46,671 (5) 46,666
1,805,581 - 97,619 1,903,200 4,025,154 60,419 4,085,573
336,967 - (28,470) 308,497 - - -
316,455 - 43,697 360,152 - - -
- - - - 689,709 50,201 739,910
29,013,650 - 505,327 29,518,977 27,169,019 188,799 27,357,818
1,405,952,071 (4,866,232) _(11,033,375) _1,390,052,464 1,376,953 826 (1,503,051) (634,333) 1,374,816,442
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2018 2017
Investments given as collateral (Rupees in '000)
The market value of investments given as collateral is as follows:
Federal Government securities
- Market Treasury Bills 333,213,434 131,176,965
- Pakistan Investment Bonds 29,329,018 134,613,696
Foreign securities
Government debt securities 674,637 -
Non-Government debt securities
- Listed 12,381,600 15,430,235

375,598,689 281,220,896

Investments include securities amounting to Rs 304.162 million (2017: Rs 293.708 million) which are held to comply with
the SBP's statutory liquidity requirements and are available for rediscounting with the SBP.

Investments include Rs 222.214 million (2017: Rs 238.518 million) pledged with the SBP against TT/DD discounting
facilities and demand loan facilities.

Investments include Rs 9.768 million (2017: Rs 10.484 million) pledged with the Controller of Military Accounts in lieu of
Regimental Fund Accounts being maintained at various branches of the Bank.

The market value of investment classified as held-to-maturity amounted to Rs 200,460.226 million (2017: Rs 281,253.970
million) as at December 31, 2018.

2018 2017
(Rupees in '000)
Particulars of provision held against diminution in the value of investments

Opening balance 1,503,051 866,152
Exchange adjustments 41,910 -
Charge / reversals
Charge for the year 4,000,586 1,289,086
Reversal for the year (28,757) (32,573)
Reversal on disposals during the year (650,558) (619,614)
Net charge 3,321,271 636,899
Closing balance 4,866,232 1,503,051

Particulars of provision against debt securities

2018 2017
Non Non
Category of classification Performing Provision Performing Provision
Investments Investments

Domestic (Rupees in '000)
Loss 274,630 274,630 303,387 303,387
Overseas
Not past due but impaired 724,975 377,549 - -

999,605 652,179 303,387 303,387

In addition to the above, overseas branches hold a provision of Rs 87.792 million pertaining to investments in accordance
with IFRS 9 to meet the requirements of the regulatory authorities of the respective countries in which the Group operates.

Exposure amounting to Rs 4,249.895 million (2017: Rs 6,071.278 million) relating to privately placed TFCs of Pakistan
International Airlines Corporation Limited (PIACL) has not been classified as non-performing in accordance with a relaxation
from Regulation-8 of the Prudential Regulations given by the SBP through its letter No. BPRD/ BRD(policy)/ 2018-21629
dated October 04, 2018. These TFCs are fully guaranteed by the Government of Pakistan and do not require any provision.
However, mark-up income has been suspended on this amount and is only recognised when received.
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8.9 Quality of available-for-sale securities

Details regarding quality of available-for-sale (AFS) securities are as follows:
2018 2017
Cost
(Rupees in '000)

Federal Government securities - Government guaranteed

Market Treasury Bills 758,446,236 462,384,221
Pakistan Investment Bonds 234,800,806 372,877,489
ljarah Sukuks 53,675,083 83,205,706
Government of Pakistan US Dollar Bonds 5,759,910 2,656,628

1,052,682,035 921,124,044

Shares

Listed companies

Automobile Parts and Accessories 122,869 138,216
Cement 2,493,024 2,509,343
Chemical 224,083 224,083
Commercial Banks 1,115,136 2,271,099
Engineering 285,553 248,168
Fertilizer 1,566,292 3,633,896
Food and Personal Care Products 696,032 662,602
Insurance 270,498 270,498
Investment Banks / Investment Companies / Securities Companies 1,122,067 1,122,067
Oil and Gas Exploration Companies 921,375 900,210
Oil and Gas Marketing Companies 842,659 1,144,758
Power Generation and Distribution 3,586,815 4,675,568
Refinery 386,561 418,399
Technology and Communication 592,848 947,814
Textile Composite 373,754 494,511
14,599,566 19,661,232
2018 2017
Cost Breakup value Cost Breakup value
Unlisted companies (Rupees in '000)
Central Depository Company of Pakistan Limited 256,347 658,861 256,347 439,179
Engro Powergen Thar (Private) Limited 1,599,623 2,624,676 1,395,085 1,998,345
Pakistan Mortgage Refinance Company Limited 500,000 501,286 15,300 15,735
Sindh Engro Coal Mining Company Limited 1,316,258 1,575,511 956,800 1,120,293
Pak Agriculture Storage and Services Corporation
Limited 5,500 1,331,012 5,500 1,256,081
DHA Cogen Limited - (2,497,155) - (2,497,155)
National Institutional Facilitation Technologies
(Private) Limited 1,527 71,188 1,527 68,784
First Women Bank Limited 63,300 208,937 63,300 219,603
National Investment Trust Limited 100 972,967 100 1,079,031
SME Bank Limited 13,474 (8,996) 13,474 (954)
Society for Worldwide Interbank Financial
Telecommunication (S.W.I.F.T) 4,929 41,350 8,799 42,607
3,761,058 5,479,637 2,716,232 3,741,549
Non-Government debt securities 2018 2017
Cost
Unlisted (Rupees in '000)
Unrated 4,949,525 6,799,664
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Foreign securities
Government debt securities

Bahrain
Germany
Indonesia
Lebanon
Maldives
Mauritius
Netherlands
Oman
Singapore
South Africa
Sri Lanka
United States of America
France

Non-Government debt securities
Listed

AAA

AA+, AA, AA-

A+ A A-

BBB+, BBB, BBB-
BB+, BB, BB-

B+, B, B-

CCC and below

Unlisted
AAA
A+, A A-
BBB+, BBB, BBB-
Unrated
Equity securities - Unlisted
The Benefit Company, Bahrain
Credit Information Bureau, Sri Lanka

LankaClear (Private) Limited, Sri Lanka
SME Equity Fund Limited, Mauritius

National Investment Trust units - listed
Real Estate Investment Trust Units - listed

Preference shares - listed

@ ANNUAL REPORT 2018

2018

2017

Cost

(Rupees in '000)

2,624,914
977,881
27,656
1,282,142
4,770,054
2,952,693
1,670,729
1,681,143
2,440,884
702,195
878,846
1,170,547

21,179,684

Rating

BB-
Aaa
Baa2
B3
B2
Baa1
Aaa
Baa3
Aaa
Baa3
B2
Aaa

Cost

(Rupees in '000)

256,346
796,584
195,563

1,318,699
1,394,770

222,483
1,733,340

729,511
2,757,369
1,374,978

10,779,643

2018

Cost

Rating

BB+
Aaa
Baa3

Baa1
Aaa
Baa2
Aaa

B1

Aaa
Aa2

2017

(Rupees in '000)

2,712,688 1,635,247
9,003,225 5,319,496
19,529,831 16,950,784
16,297,458 10,372,599
1,485,910 1,748,072
683,215 616,676
724,975 -
50,437,302 36,542,874
102,009 331,113
1,890,230 1,502,990
- 42,183
4,485,066 2,095,967
6,477,305 3,972,253
2,947 2,343
61 58
380 360
2,025 1,653
5,413 4,414
11,113 11,113
55,000 154,000
97,500 97,500
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8.10

Particulars relating to held-to-maturity securities are as follows:

Federal Government securities - Government guaranteed

Market Treasury Bills
Pakistan Investment Bonds
Government of Pakistan US Dollar Bonds

Non-Government debt securities
Listed

AA+, AA, AA-
A+, A A-

Unlisted

AAA

AA+, AA, AA-
A+ A A-
Unrated

Foreign securities

Government debt securities

Bahrain
Bangladesh
Indonesia
Kenya
Lebanon
Maldives
Mauritius
Oman

Sri Lanka
Nigeria
Seychelles
Turkey

UK

Non-Government debt securities
Listed

AAA

AA+, AA, AA-

A+, A A-

BBB+, BBB, BBB-
BB+, BB, BB-

B+, B, B-

Unlisted
AA+ AA, AA-

A+ A A-
Unrated

2018

2017

Cost / amortised cost

(Rupees in '000)

154,580 90,938
172,011,963 229,759,743
139,274 1,177,868
172,305,817 231,028,549
8,658,877 6,497,274
433,973 134,000
9,092,850 6,631,274
11,327,025 9,745,741
3,689,018 3,094,620
2,403,822 1,974,755
5,118,540 5,711,331
22,538,405 20,526,447
2018 2017
Cost/ Cost/
amortised Rating amortised Rating
cost cost
(Rupees in '000) (Rupees in '000)
866,409 BB- 1,680,086 BB+
1,500,969 Ba3 2,484,279 Ba3
695,841 Baa2 567,988 Baa3
486,491 B1 390,801 B1
342,548 B3 1,373,582 B3
904,084 B2 4,157,501 B2
304,077 Baa1 1,992,051 Baa1
2,861,553 Baa3 2,135,241 Baa2
695,373 B2 792,713 B1
- 553,525 B
- 436,199 BB-
- 334,338 Ba1
- 372,675 Aa2
8,657,345 17,270,979
2018 2017

Cost / amortised cost

(Rupees in '000)

692,254 1,103,414
415,530 333,197
415,519 663,712
692,384 551,902
319,849 -
- 268,454
2,535,536 2,920,679
642,242 87,528
- 179,950
566,644 532,420
1,208,886 799,898
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8.11 Summary of financial information of associates and joint venture
2018
Total
Based r:wn th.e Country of Profit / Compre-
annual / interim . Percentage . .
) . incorpora- K Assets Liabilities Revenue  (loss) after hensive
financial statements . of holding .
tion tax income /
ason
(loss)
(Rupees in '000)
Diamond Trust Bank Kenya Limited September 30,2018 Kenya 16.15% 525,377,300 447,614,792 49,162,423 8,363,446 7,791,007
Himalayan Bank Limited October 17, 2018 Nepal 20.00% 153,717,681 135,061,073 13,288,725 3,015,678 3,020,298
Kyrgyz Investment and Credit Bank December 31,2018  Kyrgyzstan  18.00% 52,956,428 43,965,367 3,978,561 571,876 571,876
Jubilee General Insurance Company Limited September 30,2018  Pakistan 19.80% 23,190,518 14,828,283 6,378,439 1,048,444 790,395
Jubilee Life Insurance Company Limited September 30,2018  Pakistan 18.52% 137,154,653 127,160,799 12,806,103 2,997,144 2,995,177
HBL Cash Fund December 31,2018  Pakistan 0.28% 16,319,133 6,005,147 907,630 777,931 777,931
HBL Energy Fund December 31,2018  Pakistan 35.86% 877,028 42,112 (78,843)  (114,164)  (114,164)
HBL Equity Fund December 31,2018  Pakistan 19.37% 283,020 13,186 (3,944) (16,183) (16,183)
HBL Financial Planning Fund - Strategic Allocation December 31,2018  Pakistan 50.73% 191,895 318 (5,910) (7,464) (7,464)
HBL Government Securities Fund December 31,2018  Pakistan 4.12% 233,345 24,743 33,785 25,373 25,373
HBL Income Fund December 31,2018  Pakistan 35.57% 2,097,234 56,949 217,034 167,674 163,277
HBL Islamic Asset Allocation Fund December 31,2018  Pakistan 28.04% 2,253,997 2,232,949 127,722 59,111 51,684
HBL Islamic Equity Fund December 31,2018  Pakistan 9.75% 574,962 15,781 12,385 (27,837) (27,837)
HBL Islamic Income Fund December 31,2018  Pakistan 7.13% 3,769,559 36,614 314,928 253,982 253,982
HBL Islamic Money Market Fund December 31,2018  Pakistan 32.35% 974,480 7,420 62,408 49,359 49,359
HBL Islamic Pension Fund - Debt Sub Fund December 31,2018  Pakistan 39.37% 111,923 1,130 6,707 4,500 4,181
HBL Islamic Pension Fund - Equity Sub Fund December 31,2018  Pakistan 57.86% 189,006 3,801 190 (4,557) 5,808
HBL Islamic Pension Fund - Money Market Sub Fund ~ December 31,2018  Pakistan 45.88% 94,573 890 5,443 3,664 3,702
HBL Islamic Stock Fund December 31,2018  Pakistan 29.24% 2,274,282 36,665 (126,967) (214,001) (195,650)
HBL Money Market Fund December 31,2018  Pakistan 12.39% 10,973,341 3,520,870 521,111 429,651 429,651
HBL Multi Asset Fund December 31,2018  Pakistan 50.20% 282,413 16,493 17,126 (1,929) (5,927)
HBL Pension Fund - Debt Sub Fund December 31,2018  Pakistan 28.20% 176,381 2,203 12,552 8,687 8,588
HBL Pension Fund - Equity Sub Fund December 31,2018  Pakistan 45.22% 222,227 2,972 12,411 (4,453) 10,307
HBL Pension Fund - Money Market Sub Fund December 31,2018  Pakistan 27.38% 168,263 1,864 11,149 7,960 7,960
HBL Stock Fund December 31,2018 Pakistan 49.76% 4,198,376 844,630  (234,682)  (436,709)  (344,301)
HBL Investment Fund Class A December 31,2018  Pakistan 17.13% 2,193,289 9,164 37,705 (1,237) (205,443)
HBL Investment Fund Class B December 31,2018  Pakistan 17.32% 2,747,029 249,721 (79,713) (206,909) (206,909)
PICIC Investment Fund December 31,2018  Pakistan - - 200,505 115,858 308,902
2017
Based (.m th.e Country of Profit / Total
annual / interim X Percentage I Compre-
X . incorpora- N Assets Liabilities Revenue  (loss) after .
financial statements tion of holding tax hensive
ason income
(Rupees in '000)
Diamond Trust Bank Kenya Limited September 30,2017 Kenya 16.15% 383,101,389 327,433,269 30,218,318 5,239,849 4,850,701
Himalayan Bank Limited October 17,2017 Nepal 20.00% 122,007,480 108,878,428 2,513,282 416,857 416,857
Kyrgyz Investment and Credit Bank December 31,2017 Kyrgyzstan 18.00% 43,044,952 36,055,814 3,273,636 480,270 462,477
Jubilee General Insurance Company Limited September 30, 2017 Pakistan 19.25% 18,968,650 12,113,495 4445791 795,606 796,446
Jubilee Life Insurance Company Limited September 30,2017  Pakistan 18.52% 114,238,218 108,552,565 20,105,396 1,608,479 1,608,479
HBL Cash Fund December 31,2017 Pakistan 0.83% 10,444,221 37,996 218,977 163,438 163,438
HBL Energy Fund December 31,2017 Pakistan 38.14% 1,269,958 112,546 (50,358) (55,115) (55,115)
HBL Financial Planning Fund - Strategic Allocation Plan December 31,2017  Pakistan 49.11% 207,057 1,560 2,459 2,034 2,034
HBL Equity Fund December 31,2017 Pakistan 28.02% 331,016 26,121 (23,833) (37,374) (37,374)
HBL Government Securities Fund December 31,2017  Pakistan 15.13% 779,404 126,504 54,091 35,481 35,481
HBL Income Fund December 31,2017  Pakistan 48.48% 3,477,739 57,228 271,973 179,215 178,097
HBL Islamic Asset Allocation Fund December 31,2017 Pakistan 21.47% 2,877,444 17,145 220,739 75,698 33,756
HBL Islamic Income Fund December 31,2017  Pakistan 5.27% 4,767,919 10,821 164,957 135,275 135,275
HBL Islamic Money Market Fund December 31,2017 Pakistan 45.01% 887,232 5,807 38,247 27141 27,143
HBL Islamic Equity Fund December 31,2017 Pakistan 6.35% 1,294,937 14,775 (166,180) (195,370) (195,370)
HBL Islamic Pension Fund - Debt Sub Fund December 31,2017 Pakistan 45.25% 93,651 1,010 5,496 3,568 2,930
HBL Islamic Pension Fund - Equity Sub Fund December 31,2017 Pakistan 72.03% 161,156 6,841 11,478 6,428 (34,641)
HBL Islamic Pension Fund - Money Market Sub Fund ~ December 31,2017  Pakistan 56.95% 73,109 927 3,726 2,305 2,344
HBL Islamic Stock Fund December 31,2017 Pakistan 47.86% 1,494,818 55,752 85,868 (28,052) (193,451)
HBL Money Market Fund December 31,2017 Pakistan 5.83% 5,032,999 67,337 211,754 197,860 197,861
HBL Multi Asset Fund December 31,2017 Pakistan 41.97% 337,752 13,742 43,997 15,186 (88,656)
HBL Pension Fund - Debt Sub Fund December 31,2017  Pakistan 23.57% 201,090 2,229 12,628 8,564 7,997
HBL Pension Fund - Equity Sub Fund December 31,2017 Pakistan 48.05% 220,042 3,026 12,205 7,300 (35,610)
HBL Pension Fund - Money Market Sub Fund December 31,2017  Pakistan 27.88% 157,373 2,197 10,289 7,229 7,217
HBL Stock Fund December 31,2017 Pakistan 71.87% 5,512,758 155,247 612,930 124,599 (855,707)
PICIC Investment Fund December 31,2017 Pakistan 17.13% 5,365,476 239,089 (314,685) (441,111) (896,843)
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8.12 Investment in associates and Joint venture 2018 2017
(Rupees in '000)

Diamond Trust Bank Kenya Limited - Listed

Opening balance 8,800,801 5,707,355
Investment - 1,852,188
Share of profit 1,350,819 965,438
Movement in share of surplus / deficit on fixed assets (2,467) 105,175
Movement in share of surplus / deficit on investments 65,258 -
Share of other comprehensive income (91,121) 42,119
Exchange translation impact 1,734,157 217,274
Dividend received (140,260) (88,748)
Closing balance 11,717,187 8,800,801

Himalayan Bank Limited, Nepal - Listed

Opening balance 2,739,781 1,916,452
Investment - 128,468
Share of profit 603,114 436,693
Movement in share of surplus / deficit on investments (1,590) -

Exchange translation impact 436,557 258,168
Closing balance 3,777,862 2,739,781

Kyrgyz Investment and Credit Bank, Kyrgyz Republic - Unlisted

Opening balance 1,187,420 1,040,268
Share of profit 95,147 86,449
Exchange translation impact 329,101 63,906
Share of other comprehensive income - (3,203)
Dividend received (16,890) -

Closing balance 1,594,778 1,187,420

Jubilee General Insurance Company Limited - Listed

Opening balance 2,678,795 2,426,845
Investment 90,061 134,963
Share of profit 215,392 218,975
Movement in share of surplus / deficit on investments 232,974 -

Share of capital contribution from statutory reserve 1,550 1,397
Share of other comprehensive income (2,129) (2,799)
Dividend received (142,938) (100,586)
Closing balance 3,073,705 2,678,795

Jubilee Life Insurance Company Limited - Listed

Opening balance 1,533,450 1,261,559
Share of profit 634,140 451,018
Movement in share of surplus / deficit on investments (2,123) -

Share of capital contribution from statutory reserve 27,776 18,517
Share of other comprehensive income 2,216 -

Dividend received (257,070) (197,644)
Closing balance 1,938,389 1,533,450

HBL Cash Fund - Listed

Opening balance 86,069 -
Investment 180,908 180,000
Share of profit 4,679 1,182
Redemption (242,175) (95,113)
Dividend received (908) -
Closing balance 28,573 86,069
HBL Energy Fund - Listed

Opening balance 443,653 153,594
Investment 32,000 305,076
Share of loss (41,407) (9,941)
Redemption (133,000) -
Dividend received - (5,076)
Closing balance 301,246 443,653
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2018 2017
(Rupees in '000)
HBL Equity Fund - Listed

Opening balance 87,236 101,800
Investment 20,000 7,878
Share of loss (1,179) (14,564)
Redemption (52,000) -
Dividend received - (7,878)
Closing balance 54,057 87,236
HBL Financial Planning Fund - Strategic Allocation - Listed

Opening balance 99,924 -
Investment - 99,920
Share of (loss) / profit (3,230) 4
Closing balance 96,694 99,924
HBL Government Securities Fund - Listed

Opening balance 101,224 81,470
Investment 98,702 338,058
Share of profit 3,862 6,825
Redemption (189,048) (325,129)
Dividend received (3,702) -
Closing balance 11,038 101,224
HBL Income Fund - Listed

Opening balance 1,753,147 1,506,482
Investment 135,120 770,697
Share of profit 78,133 69,643
Redemption (1,089,374) (500,000)
Movement in share of surplus / deficit on investments (816) (541)
Dividend received (55,120) (93,134)
Closing balance 821,090 1,753,147
HBL Islamic Asset Allocation Fund - Listed

Opening balance 615,419 113,341
Investment 1,807 507,086
Share of profit 11,359 10,712
Movement in share of surplus / deficit on investments 722 (8,634)
Dividend received (1,807) (7,086)
Closing balance 627,500 615,419
HBL Islamic Equity Fund - Listed

Opening balance 85,921 284,942
Investment - 1,199
Share of loss (1,862) (31,733)
Redemption (25,000) (167,288)
Dividend received - (1,199)
Closing balance 59,059 85,921
HBL Islamic Income Fund - Listed

Opening Balance 250,652 -
Investment 139,161 250,000
Share of profit 17,005 652
Redemption (133,602) -
Dividend received (7,151) -
Closing balance 266,065 250,652
HBL Islamic Money Market Fund - Listed

Opening balance 405,136 387,003
Investment 12,035 15,473
Share of profit 19,051 18,133
Redemption (102,911) -
Dividend received (12,035) (15,473)
Closing balance 321,276 405,136
HBL Islamic Pension Fund - Debt Sub Fund - Unlisted

Opening balance 44,238 42,963
Share of profit 1,785 1,397
Movement in share of surplus / deficit on investments (85) (122)
Closing balance 45,938 44,238
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2018 2017
(Rupees in '000)

HBL Islamic Pension Fund - Equity Sub Fund - Unlisted

Opening balance 98,709 121,032
Share of loss (11,339) (8,813)
Movement in share of surplus / deficit on investments 7,342 (13,510)
Closing balance 94,712 98,709

HBL Islamic Pension Fund - Money Market Sub Fund - Unlisted

Opening balance 43,684 42,355
Share of profit 1,867 1,323
Movement in share of surplus / deficit on investments 17 6
Closing balance 45,568 43,684

HBL Islamic Stock Fund - Listed

Opening balance 735,027 861,459
Investment - 75,205
Share of loss (40,309) (75,162)
Dividend received - (47,205)
Movement in share of surplus / deficit on investments 4,800 (79,270)
Closing balance 699,518 735,027

HBL Money Market Fund - Listed

Opening balance 358,829 284,056
Investment 712,875 361,397
Share of profit 45,217 22,659
Redemption (111,112) (298,715)
Dividend received (12,875) (10,568)
Closing balance 992,934 358,829

HBL Multi Asset Fund - Listed

Opening balance 177,653 806,906
Share of loss (3,549) (42,320)
Investment - 27,023
Redemption - (550,000)
Dividend received - (27,023)
Movement in share of surplus / deficit on investments 846 (36,933)
Closing balance 174,950 177,653

HBL Mustahekum Sarmaya Fund - Listed

Opening balance - 578,278
Investment - 34,923
Share of profit - 15,701

Redemption - (593,979)
Dividend received - (34,923)

Closing balance - -

HBL Pension Fund - Debt Sub Fund - Unlisted

Opening balance 50,186 48,214
Share of profit 2,244 2,008
Movement in share of surplus / deficit on investments 11 (36)
Closing balance 52,441 50,186

HBL Pension Fund - Equity Sub Fund - Unlisted

Opening balance 108,715 125,576
Share of loss (12,096) (3,267)
Movement in share of surplus / deficit on investments 6,946 (13,594)
Closing balance 103,565 108,715

HBL Pension Fund - Money Market Sub Fund - Unlisted

Opening balance 46,666 44,824
Share of profit 2,317 1,840
Movement in share of surplus / deficit on investments - 2
Closing balance 48,983 46,666
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HBL Stock Fund - Listed

Opening balance

Investment

Share of (loss) / profit

Redemption

Dividend received

Movement in share of surplus / deficit on investments
Closing balance

PICIC Investment Fund - Listed

Opening balance

Investment

Share of profit / (loss)

Movement in share of surplus / deficit on investments

Transfer out on liquidation of PICIC Investment Fund

Transfer out of surplus on liquidation of PICIC Investment Fund
Dividend received

Closing balance

HBL Investment Fund - Class A

Opening balance

Transfer in on liquidation of PICIC Investment Fund

Transfer in of surplus on liquidation of PICIC Investment Fund
Share of loss

Movement in share of surplus / deficit on investments

Closing balance

HBL Investment Fund - Class B

Opening balance

Transfer in on liquidation of PICIC Investment Fund

Transfer in of surplus on liquidation of PICIC Investment Fund
Share of loss

Closing balance

2018

2017

(Rupees in '000)

4,085,573 |[ 4,789,316

- 249,887

(211,890) 2,584

(2,007,683) -

- (249,887)

37,200 || (706,327)

1,903,200 4,085,573

739,910 959,252

19,843 (75,549)

33,063 (78,100)
(709,552) -
(83,264) -

- (65,693)

- 739,910
337,179 -
39,567 -
(212) -
(68,037) -
308,497 -
372,373 -
43,697 -
(55,918) -
360,152 -

29,518,977 27,357,618

8.12.1 The Group has significant influence in Diamond Trust Bank Kenya Limited, Kyrgyz Investment and Credit Bank, Jubilee
General Insurance Company Limited and Jubilee Life Insurance Company Limited because of AKFED's holding in these

entities.
Performing Non - performing Total
9 ADVANCES Note 2018 2017 2018 2017 2018 2017
(Rupees in '000)
Loans, cash credits, running finances, etc. 9.1 904,889,946 714,288,322 75,471,126 70,575,071 980,361,072 784,863,393
Islamic financing and related assets 9.2 103,488,928 84,304,490 111,174 103,513 103,600,102 84,408,003
Bills discounted and purchased 63,223,929 46,569,734 5,248,713 5,166,809 68,472,642 51,736,543
Advances - gross 1,071,602,803 845,162,546 80,831,013 75,845,393 1,152,433,816 921,007,939
Provision against advances
- Specific 95 - - (68,465,249) (66,417,176) (68,465,249) (66,417,176)
- General ’ (3,528,347) (3,088,343) - - (3,528,347) (3,088,343)
(3,528,347) (3,088,343) (68,465,249) (66,417,176) (71,993,596) (69,505,519)
Advances - net of provision 1,068,074,456 842,074,203 12,365,764 9,428,217 1,080,440,220 851,502,420
9.1 This includes net investment in finance lease as disclosed below :
2018 2017
Later than
Not later one and More than five Not later than Later than More than five
than one ) Total one and upto Total
upto five years one year ) years
year five years
years
(Rupees in '000)
Total minimum lease payments 62,580 18,823,708 4,244,227 23,130,515 38,140 16,524,839 3,961,144 20,524,123
Financial charges for
future periods (3,069) (3,279,499) (936,566) (4,219,134) (1,256) (2,595,059) (800,147) (3,396,462)
Present value of minimum
lease payments 59,511 15,544,209 3,307,661 18,911,381 36,884 13,929,780 3,160,997 17,127,661
9.2 Information related to Islamic financing and related assets is given in note 3 of Annexure "I" and is an integral part of these

consolidated financial statements.




Notes to the Consolidated Financial Statements
For the year ended December 31, 2018

2018 2017
(Rupees in '000)
9.3 Particulars of advances (Gross)

In local currency 935,571,558 730,242,752
In foreign currencies 216,862,258 190,765,187
1,152,433,816 921,007,939

9.4 Advances include Rs. 80,831.013 million (2017: Rs. 75,845.392 million) which have been placed under non-performing
status as detailed below:

Category of classification 2018 2017
Non- Non-
performing  Provision performing Provision
advances advances
Domestic (Rupees in '000)
Other assets especially mentioned 873,750 - 1,069,200 -
Substandard 4,154,859 662,072 2,891,184 1,164,228
Doubtful 1,708,204 852,642 1,560,805 778,980
Loss 42,080,394 || 41,014,020 44,829,967 43,694,869
48,817,207 42,528,734 50,351,156 45,638,077
Overseas
Not past due but impaired 1,703,389 432,809 1,382,799 223,242
Overdue by:
Upto 90 days 47,250 3,875 316,710 66,339
91 to 180 days 1,910,162 1,156,936 678,529 335,938
181 to 365 days 1,813,514 1,003,933 1,036,304 421,350
> 365 days 26,539,491 || 23,338,962 22,079,894 19,732,230
32,013,806 25,936,515 25,494,236 20,779,099
Total 80,831,013 68,465,249 75,845,392 66,417,176

9.5 Particulars of provision against advances

Note 2018 2017
Specific General Total Specific General Total
(Rupees in '000)

Opening balance 66,417,176 3,088,343 69,505,519 65,160,197 3,623,544 68,783,741
Exchange adjustment 5,337,123 322,503 5,659,626 1,417,860 102,173 1,520,033
Charge for the year 6,111,202 424,324 6,535,526 5,294,493 337,509 5,632,002
Reversal for the year 9.5.1 | (4,172,302) (401,867) (4,574,169)|| (4,198,521) (970,351) (5,168,872)
Net charge / (reversal) against advances 1,938,900 22,457 1,961,357 1,095,972 (632,842) 463,130
Charged off during the year -

agriculture financing 9.7 (477,679) - (477,679) (400,719) - (400,719)
Written off during the year 9.8 (4,750,271) - (4,750,271) (352,587) - (352,587)
Impact of adoption of IFRS 9 41.2 - 95,044 95,044 - - -
Transfer out on sale of Kenya business - - - (550,276) (21,002) (571,278)
Other movements - - - 46,729 16,470 63,199
Closing balance 68,465,249 3,528,347 71,993,596 66,417,176 3,088,343 69,505,519

9.5.1 This includes reversal of provision amounting to Rs Nil (2017: Rs 68.374 million) due to acquisition of non-banking assets in
satisfaction of claims.
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9.5.2 Particulars of provision against advances

2018 2017
Specific General Total Specific General Total
(Rupees in '000)

In local currency 41,542,880 1,884,884 43,427,764 44,804,563 1,543,896 46,348,459
In foreign currencies 26,922,369 1,643,463 28,565,832 21,612,613 1,544,447 23,157,060
68,465,249 3,528,347 71,993,596 66,417,176 3,088,343 69,505,519

9.6 General provision includes provision amounting to Rs 1,652.318 million (2017: Rs 1,405.701 million) against consumer
finance portfolio and Rs 232.566 million (2017: Rs 138.195 million) against advances to microenterprises as required by the
Prudential Regulations. General provision also includes Rs 1,643.463 million (2017: Rs 1,544.447 million) pertaining to
overseas advances to meet the requirements of the regulatory authorities of the respective countries in which the Group
operates.

9.7  These represent non-performing advances for agriculture finance which have been classified as loss, are fully provided and
are in default for more than 3 years. These non-performing advances have been charged off by extinguishing them against
the provision held in accordance with the SBP's Prudential Regulations for Agriculture Financing. This charge off does not,
in any way, prejudice the Bank's right of recovery from these customers.

Note 2018 2017
9.8 Particulars of write offs (Rupees in '000)
9.8.1 Against provisions 9.5 4,750,271 352,587
Against charge-off - 31,064
4,750,271 383,651
9.8.2 Analysis of write offs
Write offs of Rs. 500,000 and above
- Domestic 9.9.1 1,754,587 109,429
- Overseas 9.9.2 2,759,347 639
Write offs of below Rs. 500,000 236,337 273,583
4,750,271 383,651

9.9 Details of written - off advances of Rs 500,000/- and above

9.9.1 The statement required under sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962 in respect of
written-off advances or any other financial relief of five hundred thousand rupees or above allowed to a person(s) during the
year ended December 31, 2018 is given in Annexure Il to these consolidated financial statements.

9.9.2 These include write-offs or financial relief allowed to borrowers in those countries where there are disclosure restrictions.

Note 2018 2017

10 FIXED ASSETS (Rupees in '000)
Capital work-in-progress 10.1 2,426,450 16,405,803
Property and equipment 10.2 61,656,827 40,036,539

64,083,277 56,442,342

10.1 Capital work-in-progress

Civil works 858,424 12,685,722
Equipment 20,465 2,440,975
Advances to suppliers and contractors 1,547,561 1,279,106

2,426,450 16,405,803
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10.2 Property and equipment

2018
Building Building on Leasehold || Furniture Ele.ctncal,
Free hold || Lease hold on . office and .
Leasehold || Machinery || Improve- and Vehicles Total
land land Freehold computer
land ments fixtures .
land equipment
(Rupees in '000)
At January 1, 2018
Cost / revalued amount 512,214 24,303,961 579,842 7,403,018 340,352 5,594,790 2,170,234 16,621,170 687,579 58,213,160
Accumulated depreciation - - (217,776) _ (103,110) (646) (3,786,717) (1,510,043) (12,076,740) (481,589)  (18,176,621)
Net book value 512,214 24,303,961 362,066 7,299,908 339,706 1,808,073 660,191 4,544,430 205,990 40,036,539
Year ended December 31, 2018
Opening net book value 512,214 24,303,961 362,066 7,299,908 339,706 1,808,073 660,191 4,544,430 205,990 40,036,539
Additions - 3,535,825 - 9,531,916 3,158,714 1,152,709 1,690,549 5,195,134 346,420 24,611,267
Movement in surplus on assets
revalued during the year - - - - - - -
Disposals (6,000) - (470) - (4,153) (4,983) (10,007) (234) (25,847)
Depreciation charge - - (41,280)  (154,734) (71,480)  (661,711)  (211,733) (1,988,947) (98,299)  (3,228,184)
Exchange rate adjustments 95,912 39,323 3,510 - 102,440 41,904 70,729 11,103 364,921
Other adjustments / transfers 7,814 - (600) 14,509 17 (133,380) (15,079) 22,766 2,084 (101,869)
Closing net book value 615,940 27,833,786 359,509 16,694,639 3,426,957 2,263,978 2,160,849 7,834,105 467,064 61,656,827
At December 31, 2018
Cost / revalued amount 615,940 27,833,786 506,433 16,855,389 3,499,213 6,890,382 3,673,141 21,530,199 1,018,085 82,422,568
Accumulated depreciation - - (146,924)  (160,750) (72,256) (4,626,404) (1,512,292) (13,696,094) (551,021) _ (20,765,741)
Net book value 615,940 27,833,786 359,509 16,694,639 3,426,957 2,263,978 2,160,849 7,834,105 467,064 61,656,827
Rate of depreciation (%) - 3-5 1.67-3.33 10 10-20 10-20 10-33 10-20
2017
Building Building on Leasehold || Furniture Electrical,
Free hold || Lease hold on . office and .
Leasehold || Machinery || Improve- and Vehicles Total
land land Freehold X computer
land ments fixtures .
land equipment
(Rupees in '000)
At January 1, 2017
Cost / revalued amount 317,570 15,410,395 433,470 6,559,048 508,278 4,512,351 1,799,175 14,190,446 716,090 44,446,823
Accumulated depreciation - - (184,609) _ (507,893) (82,957) (3,247,839) _ (710,896) (10,081,309) (459,347) _ (15,274,850)
Net book value 317,570 15,410,395 248,861 6,051,155 425321 1,264,512 1,088,279 4,109,137 256,743 29,171,973
Year ended December 31, 2017
Opening net book value 317,570 15,410,395 248,861 6,051,155 425321 1,264,512 1,088,279 4,109,137 256,743 29,171,973
Additions - 495 - 320,726 39,522 374,349 635,667 1,968,283 56,076 3,395,118
Movement in surplus on assets
revalued during the year 157,349 8,702,566 32,033 1,165,396 (62,537) 9,994,807
Impairment reversal during the year - 483,714 - 189,656 - - - - - 673,370
Disposals - - (2,152) - (17,181) (4,747) (5,535) (20,388) (50,003)
Depreciation charge - - (20,232)  (177,495) (69,165)  (535,137)  (899,669) (1,549,211) (73,896)  (3,324,805)
Exchange rate adjustments 48,074 - 12,540 19,854 - 45,425 1,079 (8,786) 13,342 131,528
Other adjustments / transfers (10,779)  (293,209) 88,864 (267,232) 6,565 676,105  (160,418) 30,542 (25,887) 44,551
Closing net book value 512,214 24,303,961 362,066 7,299,908 339,706 1,808,073 660,191 4,544,430 205,990 40,036,539
At December 31, 2017
Cost / revalued amount 512,214 24,303,961 579,842 7,403,018 340,352 5594790 2,170,234 16,621,170 687,579 58,213,160
Accumulated depreciation - - (217,776) _ (103,110) (646) (3,786,717) (1,510,043) (12,076,740) (481,589)  (18,176,621)
Net book value 512,214 24,303,961 362,066 7,299,908 339,706 1,808,073 660,191 4,544,430 205,990 40,036,539
Rate of depreciation (%) - 3-5 167-3.33 10 10-20 10-20 10-33 10-20

10.2.1 With effect from January 2018, the estimated useful lives of certain items of furniture and fixtures and electrical, office and

computer equipment have been revised from 3 years to upto 10 years to make them more reflective of the consumption
pattern of the assets. The effect of these changes on depreciation expense in the current year and the next year is as

follows:

Decrease in depreciation expense

- Furniture and fixtures

- Electrical, office and computer equipment

2019

2018

(Rupees in '000)

20,731

22,559

273,549 471,657

294,280 494,216
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10.3  Revaluation of properties

The properties of the Group were last revalued by independent professional valuers as at December 31, 2017. The
revaluation was carried out by M/s Igbal A. Nanjee & Co. (Private) Limited, M/s Colliers International Pakistan (Private)
Limited, M/s J & M Associates, Imad Saffiuddine, M/s United Valuers (Pte) Limited, M/s Sunil Fernando & Associates
(Private) Limited and M/s Shepherd, Chartered Surveyors and AJP Surveyors Limited on the basis of professional
assessment of present market values. This revaluation had resulted in an increase in surplus by Rs 10,652.673 million. The
total surplus arising against revaluation of fixed assets as at December 31, 2018 amounts to Rs 22,470.770 million.

10.4 Had there been no revaluation, the carrying amounts of revalued assets would have been as follows:

2018 2017
(Rupees in '000)
Freehold land 317,279 213,554
Leasehold land 8,632,036 5,096,459
Building on freehold land 226,365 195,285
Building on leasehold land 13,857,424 4,409,017

23,033,104 9,914,315

10.5 Details of disposal of fixed assets

The information relating to disposal of fixed assets is given in Annexure Il and is an integral part of these consolidated
financial statements.

10.6  The carrying amount of fixed assets held for disposal amounted to Rs 7.191 million (2017: Rs 11.179 million).

10.7  The cost of fully depreciated fixed assets that are still in the Bank's use is as follows:

Note 2018 2017
(Rupees in '000)
Leasehold Improvements 2,314,122 1,818,780
Furniture and fixture 617,232 561,547
Electrical, office and computer equipment 6,569,448 6,103,467
Vehicles 202,328 204,254

9,703,130 8,688,048

11 INTANGIBLE ASSETS

Capital work-in-progress - computer software 831,891 656,048
Intangible assets 111 7,033,470 5,694,453
7,865,361 6,350,501

11.1  Intangible Assets

2018 2017
(;"o';";‘;tr‘:r Ma':igﬁge"t Goodwil Total cs:"f:\‘,’v:'r‘:' Maggzzem Goodwil Total
(Rupees in '000)
At January 1,
Cost 3,720,009 2,367,577 2,195,587 8,283,173 3,354,894 2,367,577 1,942,348 7,664,819
Accumulated amortisation (2,588,720) - - (2,588,720) (2,341,223) - - (2,341,223)
Net book value 1,131,289 2,367,577 2,195,587 5,694,453 1,013,671 2,367,577 1,942,348 5,323,596
Year ended December 31,
Opening net book value 1,131,289 2,367,577 2,195,587 5,694,453 1,013,671 2,367,577 1,942,348 5,323,596
Purchased during the year 1,304,263 - - 1,304,263 796,647 - - 796,647
Amortisation charge (321,624) - - (321,624) (683,948) - (683,948)
Exchange rate adjustments 7,835 - 343,173 351,008 - 253,239 253,239
Other adjustments 5,370 - - 5,370 4,919 - - 4,919
Closing net book value 2,127,133 2,367,577 2,538,760 7,033,470 1,131,289 2,367,577 2,195,587 5,694,453
At December 31,
Cost 5,201,329 2,367,577 2,538,760 10,107,666 3,720,009 2,367,577 2,195,587 8,283,173
Accumulated amortisation (3,074,196) - - (3,074,196) (2,588,720) - - (2,588,720)
Net book value 2,127,133 2,367,577 2,538,760 7,033,470 1,131,289 2,367,577 2,195,587 5,694,453
Rate of amortisation (%) 10 - 33.33 - - 10-33.33 - -
Useful life (years) 3-10 - - 3-10 - -
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11.1.1 With effect from January 2018, the estimated useful lives of certain items of computer software have been revised and
amortisation rates have been changed from 33% to 10% - 33% to make them more reflective of the consumption pattern of
the assets. The effect of these changes on amortisation expense in the current year and the next year is as follows:

2019 2018
(Rupees in '000)

Decrease in amortisation expense of computer software 312,753 448,566

11.2  The cost of fully amortised intangible assets that are still in the Bank's use amounted to Rs 1,702.357 million (2017: Rs
1,702.357 million).

Note 2018 2017
(Rupees in '000)
11.3  Goodwill arising on acquisition of

- HBL Bank UK (formerly Habibsons Bank Limited) 11.3.1 2,183,253 1,840,080
- PICIC AMC 11.3.2 355,507 355,507
2,538,760 2,195,587

11.3.1 Habib Allied Holding Limited (HAHL) recorded goodwill on acquisition of HBL Bank UK (formerly Habibsons Bank Limited).
HAHL has conducted an impairment assessment of goodwill as at December 31, 2018. The recoverable amount of the
segment to which goodwill has been allocated, was determined based on value-in-use calculations which require the use of
assumptions. The calculation uses cash flows projections covering a five year period which have been approved by
management.

Cash flows beyond the five year period are extrapolated using the estimated growth rates stated below. The growth rates are
consistent with industry forecasts and management's best estimate of future growth of the segment.

The following table sets out the key assumptions which were used for the determination of the value-in-use of goodwill:

2018
Advances growth rate (%) 9.00 - 24.00
Yield on advances (%) 4.44 - 5.00
Yield on surplus funds (%) 3.20 - 3.46
Deposits growth rate (%) 5.00 - 10.00
Cost of saving deposits (%) 0.95 -1.28
Cost of term deposits (%) 2.09 -2.42
Long term weighted average growth rate (%) 1.47
Pre tax discount rate (%) 10.25

11.3.2 HBL AML has conducted an impairment assessment of goodwill and management rights resulting from the acquisition of
PICIC Asset Management Company (PICIC AMC) as at December 31, 2018. The recoverable amount for both goodwill and
management rights is based on value-in-use calculations which require the use of assumptions. The management of HBL
AML has considered the funds under management as acquired from PICIC AMC as one Cash Generating Unit (CGU) for
the purpose of calculating value-in-use. The cash flow projections used in the calculations are based on financial projections
covering a five-year period and approved by management. Cash flows beyond the five year period are extrapolated using
estimated growth rates.

The following table sets out the key assumptions which were used for the determination of value-in-use for goodwill and
management rights:

2018 2017
Discount rate (%) 17.84 14.31
Long term growth rate (%) 9.00 9.00
Management fee rate (%) 0.50 - 2.00 0.50 - 2.00
Growth rate for funds under management (%) 10.00 - 59.40 10.00 - 40.00
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121
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DEFERRED TAX ASSETS

Deductible temporary differences on
- Tax losses of subsidiary

- Tax losses of overseas branches
- Provision against investments

- Provision against other assets

- Deficit on revaluation of investments
- Deficit on revaluation of fixed assets

- Islamic financing ljarah
- Others

Taxable temporary differences on

- Accelerated tax depreciation

- Surplus on revaluation of fixed assets

- Surplus on revaluation of fixed assets of associates
- Surplus on revaluation of non-banking assets
- Management rights and goodwiill
- Share of profit of associates

- Exchange translation reserve

Net deferred tax assets / (liabilities)

Movement in temporary differences during the year

Deductible temporary differences on

- Tax losses of subsidiary

- Tax losses of overseas branches

- Provision against investments

- Provision against doubtful debts
and off-balance sheet obligations

- Liabilities written back under
section 34(5) of the ITO 2001

- Provision against other assets

- Deficit on revaluation of
investments

- Deficit on revaluation of fixed assets

- Islamic financing ljarah

- Others

Taxable temporary differences on
- Accelerated tax depreciation
- Surplus on revaluation of fixed
assets
- Surplus on revaluation of
fixed assets of associates
-Surplus on revaluation of
non-banking assets
- Management rights and goodwill
- Share of profit of associates
- Exchange translation reserve

Note 2018 2017
(Rupees in '000)
(Restated)
83,496 101,331
249,991 -
1,403,506 378,911
- Provision against doubtful debts and off-balance sheet obligations 3,295,092 3,268,549
- Liabilities written back under section 34(5) of the Income Tax Ordinance (ITO) 2001 1,383,110 1,273,915
45,760 63,953
20 3,685,083 168,988
147,144 147,144
101,123 -
61,503 66,539
10,455,808 5,469,330
(1,849,670) (124,158)
20 (1,125,186) (1,155,718)
(50,608) (11,227)
20 - (847)
(157,939) (81,693)
(4,880,054) (4,690,782)
(1,821,634) (376,273)
(9,885,091)  (6,440,698)
570,717 (971,368)
Balanceas  Recognised Recognised Other Balanceas  Recognised Recognised Balance as
at January in profit in equity movement at December in profit in equity at December
1, 2017 and loss 31, 2017 and loss 31,2018
(Rupees in '000)
152,873 (97,431) 14,930 30,959 101,331 (30,959) 13,124 83,496
- - - - - 249,991 - 249,991
142,699 250,681 (14,469) 378,911 1,024,595 1,403,506
3,373,254 (128,476) 23,771 3,268,549 26,543 3,295,092
1,256,871 17,065 (146) 125 1,273,915 109,195 1,383,110
72,853 (8,900) - 63,953 (18,193) 45,760
(5,906,145) - 6,075,133 168,988 3,516,095 3,685,083
157,419 (10,275) - 147,144 - - 147,144
- - - - - 101,123 - 101,123
32,142 5,905 5,381 23,111 66,539 (15,787) 10,751 61,503
(110,152) (23,481) 3,940 5535 (124158)  (1,730,544) 5,032 (1,849,670)
(708,765) 25,506 (472,459) (1,155,718) 31,298 (766) (1,125,186)
(16,510) 5,283 (11,227) (39,381) (50,608)
(6,203) 90 5,266 (847) 81 766 -
- (81,693) - (81,693) (76,246) - (157,939)
(4,420,572) (270,210) - (4,690,782) (189,272) - (4,880,054)
(110,747) 110,747 (376,273) (376,273) - (1,445,361) (1,821,634)
(6,090,983) (210,472) 5,261,055 69,032 (971,368) (518,175) 2,060,260 570,717

Net deferred tax (liabilities) / assets
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Note 2018 2017
13 OTHER ASSETS (Rupees in '000)
(Restated)
Mark-up / return / profit / interest accrued in local currency 29,286,417 30,448,216
Mark-up / return / profit / interest accrued in foreign currency 2,618,087 2,426,564
Advances, deposits, advance rent and other prepayments 2,896,944 2,691,028
Advance taxation 44,618,050 27,664,218
Advances for subscription of shares 50,000 50,000
Stationery and stamps on hand 96,756 65,092
Accrued fees and commissions 1,042,503 726,955
Due from Government of Pakistan / SBP 1,076,509 1,151,538
Mark to market gain on forward foreign exchange contracts 9,257,482 4,086,999
Mark to market gain on derivative instruments 22.2 53,987 102,616
Non-banking assets acquired in satisfaction of claims 13.1 1,596,579 1,728,765
Receivable from defined benefit plan 36.4.4 35,293 -
Branch adjustment account 678,113 -
Acceptances 12,526,361 12,074,889
Clearing and settlement accounts 1,894,880 2,531,088
Dividend receivable 4,443 40,010
Claims against fraud and forgeries 545,909 511,631
Others 1,684,211 600,959
109,962,524 86,900,568
Provision held against other assets 13.2 (923,201) (825,520)
Other assets - net of provision 109,039,323 86,075,048
Surplus on revaluation of non-banking assets acquired in satisfaction of claims 20.2 421,742 283,667
Other assets - total 109,461,065 86,358,715
13.1 Details of revaluation of non-banking assets acquired in satisfaction of claims
The details of the latest revaluation of non-banking assets acquired in satisfaction of claims are as follows:
Note 2018 2017
(Rupees in '000)
Carrying amount as at December 31, 1,844,326 2,340,949
Revalued amount as at December 31, 1,995,169 1,967,665
Increase/ (decrease) in surplus 20.2 140,421 (390,952)
Reversal of impairment 10,422 17,668
Year in which last valuation conducted 2018 2017
13.1.1 Non-banking assets acquired in satisfaction of claims have been revalued by independent professional valuers as at
December 31, 2018. The revaluation was carried out by M/s Joseph Lobo (Private) Limited, M/s Harvester Services
(Private) Limited, M/s J & M Associates, and M/s Creative Consultant and Construction on the basis of professional
assessment of present market values and resulted in an increase in surplus by Rs 140.421 million. The total surplus arising
against revaluation of non banking assets acquired in satisfaction of claims as at December 31, 2018 amounts to Rs
421.742 million.
Note 2018 2017
(Rupees in '000)
13.1.2 Non-banking assets acquired in satisfaction of claims
Opening balance 1,967,665 2,383,392
Exchange adjustment - 10,548
Additions - 68,374
Revaluation during the year 20.2 140,421 (390,952)
Transferred to fixed asset (122,988) (120,147)
Depreciation (351) (1,218)
Impairment reversal 10,422 17,668
Closing balance 1,995,169 1,967,665
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Note 2018 2017
(Rupees in '000)
13.2  Provision held against other assets

Advances, deposits, advance rent and other prepayments 5,819 3,324
Non-banking assets acquired in satisfaction of claims 23,152 44767
Claims against fraud and forgery 545,909 511,631
Suit filed cases 294,272 233,602
Others 54,049 32,196

923,201 825,520

13.2.1 Movement in provision against other assets

Opening balance 825,520 537,651
Exchange adjustment 62,052 14,294
Charge for the year 220,974 566,741
Reversal for the year (13,831) (70,070)
Net charge 207,143 496,671
Written off during the year (164,427) (81,494)
Transfer out on sale of Kenya business - (157,002)
Other movement (7,087) 15,400
Closing balance 923,201 825,520

14 BILLS PAYABLE

In Pakistan 41,396,984 31,316,400
Outside Pakistan 1,063,584 2,435,819

42,460,568 33,752,219

15 BORROWINGS

Secured
Borrowings from the SBP under
- Export refinance scheme 15.2 33,533,707 26,343,510
- Long term financing facility 15.3 10,453,762 9,781,716
- Financing facility for renewable energy power plants 15.4 104,853 70,407
- Refinance facility for modernization of SMEs 15.5 14,300 9,500
- Financing facility for storage of agricultural produce 15.6 7,500 -
44,114,122 36,205,133
Repurchase agreement borrowings 15.7 375,076,788 279,802,790
419,190,910 316,007,923
Unsecured
- Call money borrowings 15.8 5,700,000 11,385,000
- Overdrawn nostro accounts 6,053,011 1,829,975
- Borrowings of overseas branches and subsidiaries 15.9 43,439,812 28,375,417
- Other long-term borrowings 15.10 | 48,935,322 40,204,352

104,128,145 81,794,744

523,319,055 397,802,667

15.1  Particulars of borrowings with respect to currencies

In local currency 414,536,805 314,696,249
In foreign currencies 108,782,250 83,106,418

523,319,055 397,802,667
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15.2 The Bank has entered into an agreement with the SBP for extending export finance to customers. As per the terms of the
agreement, the Bank has granted the SBP the right to recover the outstanding amounts from the Bank at the date of
maturity of the finances by directly debiting the Bank's current account maintained with the SBP. These carry mark-up at
rates ranging from 1.00% to 2.00% per annum (2017: 1.00% to 2.00% per annum) and are due to mature latest by June
26, 2019.

15.3 These borrowings have been obtained from the SBP for providing financing facilities to exporters for adoption of new
technologies and modernization of their plant and machinery. These carry mark-up at rates ranging from 2.00% to
10.10% per annum (2017: 2.00% to 10.10% per annum) and are due to mature latest by December 18, 2028.

15.4 These borrowings have been obtained from the SBP under a scheme for financing the renewable energy power plants to
promote renewable energy projects in the country. These carry mark up at 2.00% per annum (2017: 2.00% per annum)
and are due to mature latest by July 6, 2027.

15.5 These borrowings have been obtained from the SBP under a scheme to finance modernization of Small and Medium
Enterprises. These carry mark-up at rates ranging from 2.75% to 4.75% per annum (2017: 2.00% to 3.25% per annum)
and are due to mature latest by March 31, 2021.

15.6 This borrowing has been obtained from the SBP under a scheme for financing the storage of agricultural produce to
encourage private sector to establish Silos, Warehouses and Cold Storages. This carries mark up at 3.50% per annum
and is due to mature latest by March 31, 2021.

15.7 Repurchase agreement borrowings carry mark-up at rates ranging from 3.28% to 10.41% per annum (2017: 2.13% to
5.86% per annum) and are due to mature latest by June 17, 2019. The market value of securities given as collateral
against these borrowings is given in note 8.2.1.

15.8 Call money borrowings carry mark-up at rates ranging from 10.25% to 10.40% per annum (2017: 5.60% to 6.00% per
annum) and are due to mature latest by January 3, 2019.

15.9 Borrowings by overseas branches and subsidiaries carry mark-up at rates ranging from 0.35% to 7.90% per annum
(2017: 0.25% to 8.50% per annum) and are due to mature latest by September 16, 2019.

15.10  This includes following:

15.10.1 A loan from the International Finance Corporation amounting to US$ 150 million (2017:US$ 150 million). The principal
amount is payable in six equal half yearly installments from June 2022 to December 2024. Interest at LIBOR + 5.00% is
payable semi annually from June 2015.

15.10.2 A loan from the China Development Bank amounting to US$ 188 million (2017: US$ 196 million). The principal amount is
payable in six half yearly installments from December 2017 to June 2020. Interest at LIBOR + 2.45% is payable semi
annually from June 2017.

15.10.3 A loan from Allied Bank Limited amounting to Rs 2 billion (2017: Rs 2 billion). The principal amount is payable in ten
equal half yearly installments from June 2020 to December 2024. Interest at KIBOR + 0.75% is payable semi annually
commencing from June 2018.

16 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 665,733,802 138,623,094 804,356,896 593,427,238 133,998,155 727,425,393
Savings deposits 808,534,689 94,595,375 903,130,064 786,143,531 90,194,815 876,338,346
Term deposits 254,106,362 118,117,489 372,223,851 238,734,663 90,132,591 328,867,254
1,728,374,853 351,335,958 2,079,710,811 1,618,305,432 314,325,561 1,932,630,993
Financial institutions
Current deposits 5,673,657 2,511,443 8,185,100 3,937,532 1,841,119 5,778,651
Savings deposits 40,106,567 181,029 40,287,596 59,294,770 - 59,294,770
Term deposits 7,110,418 1,999,140 9,109,558 1,229,818 825 1,230,643
52,890,642 4,691,612 57,582,254 64,462,120 1,841,944 66,304,064
1,781,265,495 356,027,570 2,137,293,065 1,682,767,552 316,167,505 1,998,935,057
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16.1

16.2

17
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Composition of deposits

- Individuals

- Government (Federal and Provincial)

- Public Sector Entities

- Banking Companies

- Non-Banking Financial Institutions

- Private Sector

2018 2017
(Rupees in '000)

1,183,366,585 1,052,635,512

146,580,293 126,409,404
74,000,479 62,928,539
15,864,928 2,195,171
41,717,326 64,108,893

675,763,454 690,657,538

2,137,293,065 1,998,935,057

This includes deposits eligible to be covered under insurance arrangements amounting to Rs 1,306,520.436 million

(2017: Rs 1,190,252.649 million).

SUBORDINATED DEBT

The Bank has issued Over The Counter (OTC) listed, Term Finance Certificates (TFCs) as instruments of redeemable
capital under Section 66 of the Companies Act, 2017 and the Basel Il Guidelines set by the SBP. The key features of the

issue are as follows:
Issue date

Issue amount
Rating

Tenor

Security

Profit payment frequency

Redemption

Mark-up

Call option

Lock-in clause

Loss absorbency clause

February 19, 2016

Rupees 10 billion

AAA (Triple A) {2017: AA+ (Double A plus)}
10 years from the Issue Date

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

Semi-annually in arrears

The instrument has been structured to redeem 0.02% of the issue amount semi-
annually during the first 108 months after the issue and 99.64% of the issue
amount in two equal semi-annual installments in the 114th and 120th months.

Floating rate of return at Base Rate + 0.50% {The Base Rate is defined as the
average “Ask Side” rate of the six months Karachi Interbank Offered Rate
(KIBOR)}

The Bank may call the TFCs, with the prior written approval of the SBP, on any
profit payment date from the fifth anniversary of the issue date, subject to at
least 60 days prior notice being given to the investors through the Trustee. The
call option, once announced, will be irrevocable.

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

The TFCs will be subject to a loss absorbency clause as stipulated under the
"Instructions for Basel Il Implementation in Pakistan".
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Note 2018 2017
(Rupees in '000)

18 OTHER LIABILITIES (Restated)
Mark-up / return / profit / interest payable in local currency 9,863,109 9,535,298
Mark-up / return / profit / interest payable in foreign currency 2,073,700 1,237,469
Security deposits 1,529,172 1,069,214
Accrued expenses 14,224,497 10,322,514
Mark to market loss on forward foreign exchange contracts 6,820,641 891,964
Mark to market loss on derivative instruments 22.2 1,248,504 50,418
Unclaimed dividends 685,622 417,969
Dividends payable 368,514 294,740
Provision for post retirement medical benefits 36.4.4 3,945,133 3,264,502
Provision for employees' compensated absences 36.4.4 3,080,403 4,065,541
Provision against off-balance sheet obligations 18.1 479,510 385,361
Acceptances 12,526,361 12,074,889
Branch adjustment account - 377,284
Provision for staff retirement benefits 1,101,009 1,065,082
Payable to defined benefit plans 36.4.4 970,439 1,376,963
Provision for Workers' Welfare Fund 29 4,697,450 4,323,993
Unearned income 998,598 922,990
Qarza-e-Hasna Fund 339,107 339,402
Levies and taxes payable 3,963,884 1,758,747
Insurance payable 670,230 616,494
Provision for rewards program expenses 1,087,209 851,787
Liability against trading of securities 34,755,041 5,931,172
Clearing and settlement accounts 3,930,956 1,570,768
Payable to HBL Foundation 125,812 82,672
Contingent consideration payable 500,000 500,000
Charity fund 4,765 233,247
Others 3,548,585 2,451,652

113,538,251 66,012,132
. . o 2018 2017

18.1 Provision against off-balance sheet obligations (Rupees in '000)
Opening balance 385,361 928,634
Exchange adjustment 11,688 (103)
Charge for the year 121,962 89,440
Reversal for the year (50,806) (621,162)
Net charge / (reversal) 71,156 (5631,722)
Impact of adoption of IFRS 9 4.1.2 11,305 -
Other movement - (11,448)
Closing balance 479,510 385,361

19  SHARE CAPITAL

19.1 Authorised capital

2018 2017
Number of shares in '000
2,900,000 2,900,000 Ordinary shares of Rs 10 each 29,000,000 29,000,000
19.2 Issued, subscribed and paid-up capital
2018 2017
Number of shares in '000
Ordinary shares of Rs 10 each
690,000 690,000 Fully paid in cash 6,900,000 6,900,000
776,852 776,852 Issued as bonus shares 7,768,525 7,768,525
1,466,852 1,466,852 14,668,525 14,668,525
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19.5

19.6

20
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Major shareholders
(holding more than 5% of total paid-up capital)

Name of shareholder
Aga Khan Fund for Economic Development

Shares of the Bank held by associated companies

Jubilee General Insurance Company Limited
Jubilee Life Insurance Company Limited
HBL Equity Fund

HBL Government securities Fund

HBL Growth Fund Class B

HBL Investment Fund Class B

HBL Multi Asset Fund

HBL Stock Fund

PICIC Growth Fund

PICIC Investment Fund

Exchange translation reserve

2018 2017
Number of  Percentage of = Number of  Percentage of
shares held  shareholding shares held shareholding
748,094,778 51.00% 748,094,778 51.00%
2018 2017
(Number of shares)
4,270,000 4,465,537
13,025,000 7,727,000
101,400 81,100
- 300
1,859,300 -
967,100 -
73,971 77,971
1,442,619 1,685,419
- 1,493,400
- 784,500

This comprises all foreign currency differences arising from the translation of financial statements of foreign branches,

associates, joint venture and subsidiaries.

Statutory reserve

Every banking company incorporated in Pakistan is required to transfer 20% of its profit after tax to a statutory reserve until
the amount of the reserve equals the paid-up share capital. Thereafter, 10% of the profit after tax of the Bank is required to
be transferred to this reserve. Accordingly the Bank transfers 10% of its profit after tax every year to this reserve.

SURPLUS ON REVALUATION OF ASSETS - NET OF TAX

Note 2018 2017 (Restated)
Attributable to Attributable to
Equity Non- Total Equity Non- Total
holders cc?ntrolllng holders cc.>ntroII|ng
interest interest
(Rupees in '000)
Surplus / (deficit) arising on
revaluation of assets, on
- Fixed assets 20.1 22,611,081 4,285 22,615,366 22,705,686 5,211 22,710,897
- Available-for-sale securities 8.1 (11,500,460) (49,031) (11,549,491) (745,815) (3,964) (749,779)
- Available-for-sale securities
held by associates 8.1 505,327 - 505,327 188,799 - 188,799
- Non-banking assets acquired
in satisfaction of claims 20.2 421,742 - 421,742 283,667 - 283,667
12,037,690 (44,746) 11,992,944 22,432,337 1,247 22,433,584
Tax on surplus / (deficit) on
revaluation of:
- Fixed assets 20.1 1,174,294 1,500 1,175,794 1,165,121 1,824 1,166,945
- Available-for-sale securities (3,845,111) 1,739 (3,843,372) (220,163) 750 (219,413)
- Available-for-sale securities
held by associates 176,864 - 176,864 66,080 - 66,080
- Non-banking assets acquired
in satisfaction of claims 20.2 - - - 847 - 847
(2,493,953) 3,239 (2,490,714) 1,011,885 2,574 1,014,459
Surplus on revaluation of assets
- net of tax 14,531,643 (47,985) 14,483,658 21,420,452 (1,327) 21,419,125
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20.1

20.2

21

211

Surplus on revaluation of fixed assets

Surplus on revaluation of fixed assets as at January 1,

Surplus recognised during the year

Transferred from surplus on revaluation of non-banking assets

Surplus realised on disposal of revalued properties during the year - net of deferred tax

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

Related deferred tax liability on surplus realised on disposal of revalued properties

Related deferred tax liability on incremental depreciation charged during the year

Surplus on revaluation of fixed assets as at December 31,

Less: related deferred tax liability on
- Revaluation as at January 1,
- Revaluation recognised during the year
- Amount transferred from surplus on revaluation of non-banking assets
- Surplus realised on disposal of revalued properties during the year
- Incremental depreciation charged during the year

Surplus on revaluation of fixed assets of associates
Related deferred tax liability

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

Surplus on revaluation as at January 1,

Surplus recognised / (reversed) during the year

Transferred to surplus on revaluation of fixed assets

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

Related deferred tax liability on incremental depreciation charged during the year

Surplus on revaluation as at December 31,

Less: related deferred tax liability on
- Revaluation as at January 1,
- Revaluation recognised during the year
- Amount transferred to surplus on revaluation of fixed assets
- Incremental depreciation charged during the year

2018 2017
(Rupees in '000)
(Restated)
22,563,834 12,641,903
- 9,979,303
2,114 15,504
(6,031) -
(57,849) (47,370)
(149) -
(31,149) (25,506)
22,470,770 22,563,834
1,155,718 708,765
- 467,033
766 5,426
(149) -
(31,149) (25,506)
1,125,186 1,155,718
144,596 147,063
(50,608) (11,227)
93,988 135,836
21,439,572 21,543,952
2018 2017

(Rupees in '000)

Note
CONTINGENCIES AND COMMITMENTS
- Guarantees 21.1
- Commitments 21.2
- Other contingent liabilities 21.3

Guarantees:

Financial guarantees
Performance guarantees
Other guarantees

283,667 690,381
140,421 (390,952)
(2,114) (15,504)
(151) (168)
(81) (90)
421,742 283,667
847 6,203
- 160
(766) (5,426)
(81) (90)
- 847
421,742 282,820
2018 2017
(Rupees in '000)
(Restated)
159,697,996 164,569,306
560,440,455 392,999,972
26,316,205 28,370,682
746,454,656 585,939,960
42,152,199 39,177,664
110,071,040 120,372,716
7,474,757 5,018,926
159,697,996 164,569,306
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Note 2018 2017
(Rupees in '000)

21.2 Commitments: (Restated)
Trade-related contingent liabilities 99,605,884 120,073,515
Commitments in respect of:

- forward foreign exchange contracts 21.2.1| 396,554,320 226,925,165
- forward Government securities transactions 2122 39,177,791 20,243,788
- derivatives 21.2.3| 18,896,504 13,656,576
- forward lending 21.2.4 4,300,849 6,478,622
- operating lease 21.2.5 602,569 595,871

459,532,033 267,900,022
Commitments for acquisition of:

- fixed assets 680,462 4,396,205
- intangible assets 622,076 630,230
560,440,455 392,999,972
2018 2017
21.2.1 Commitments in respect of forward foreign exchange contracts (Rupees in '000)
Purchase 243,503,864 142,571,667
Sale 153,050,456 84,353,498

396,554,320 226,925,165

21.2.2 Commitments in respect of forward Government Securities transactions

Purchase 33,489,184 20,243,788
Sale 5,688,607 -
39,177,791 20,243,788

21.2.3 Commitments in respect of derivatives

Foreign currency options

Purchase 532,918 -
Sale 532,918 -
1,065,836 -

Cross Currency swaps

Purchase 2,874,784 1,633,987
Sale 3,490,361 1,707,050
6,365,145 3,341,037

Interest rate swaps

Purchase - -
Sale 11,465,523 10,315,539
11,465,523 10,315,539
21.2.4 Commitments in respect of forward lending
Undrawn formal standby facilities, credit lines and other commitments to extend credit 4,300,849 6,478,622

These represent commitments that are irrevocable because they can not be withdrawn at the discretion of the Bank without
the risk of incurring any significant penalty or expense.

2018 2017
21.2.5 Commitments in respect of operating lease (Rupees in '000)
Not later than one year 409,045 88,200
Later than one year and not later than five years 57,845 384,974
Later than five years 135,679 122,697
602,569 595,871
21.3  Other contingent liabilities
21.3.1 Claims against the Bank not acknowledged as debts 26,316,205 28,370,682
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These mainly represent counter claims by borrowers for damages, claims filed by former employees of the Group and other
relief and other claims relating to banking transactions. Based on legal advice and / or internal assessments, management
is confident that the matters will be decided in the Group’s favour and the possibility of any adverse outcome is remote.
Accordingly, no provision has been made in these consolidated financial statements.

21.3.2 The Bank’s branch in New York is licensed by the New York State Department of Financial Services (NYSDFS) and is
subject to oversight and supervision by the Federal Reserve Bank of New York (FRBNY), as is the case with foreign banks
in New York.

On September 7, 2017, the Bank, its New York Branch and the New York State Department of Financial Services agreed to
a Consent Order as disclosed in Note 29 to the Financial Statements for the year ended December 31, 2017. Pursuant to
the Order, the Bank and its New York Branch continue to cooperate with the US regulators. The expanded review by an
independent party, as envisaged in the Order, is in progress and the wind-down plan for the Branch has been submitted to
the regulators. To date there are no adverse findings from the review.

As stated in the above-mentioned Note 29, the U.S. Attorney’s Office for the Eastern District of New York, a component of
the U.S. Department of Justice (DOJ), had sought documents in relation to the Branch’s compliance with anti-money
laundering laws and the Bank Secrecy Act. To-date the DOJ inquiry has not resulted in any findings.

The Bank is not aware of any other proceedings from any other regulatory agency against the Bank and/or its New York
Branch.

In view of the above and based on the facts currently known, the resolution of these matters cannot be determined at this
stage, including any possible impact on the Bank.

22 DERIVATIVE INSTRUMENTS

A derivative is a financial instrument whose value changes in response to the change in a specified interest rate, security
price, commodity price, foreign exchange rate, index of prices or rates, a credit rating or credit index or a similar variable,
sometimes called the underlying. Derivatives include forwards, futures, swaps, options and structured financial products
that have one or more of the characteristics of forwards, futures, swaps and options.

The Bank, as an Authorized Derivative Dealer (ADD) is an active participant in the Pakistan derivatives market. The ADD
license covers only the transactions mentioned below which are permitted under the Financial Derivatives Business
Regulations issued by the SBP. However, the Bank also offers other derivative products to satisfy customer requirements,
specific approval of which is sought from the SBP on a transaction by transaction basis:

) Foreign Currency Options
) Forward Rate Agreements
) Interest Rate Swaps
)

a
b
c
d) Cross Currency Swaps

(
(
(
(

These transactions cover the aspects of both market making and hedging. The risk management related to derivative is
disclosed in note 45.5 to the financial statements.

22.1  Product Analysis 2018
Foreign currency options Cross currency swaps Interest rate Swaps
Counterparties Notional Mark to. Notional Mark to. Notional Mark to.
L market gain/ L market gain/ L market gain/
principal (loss) principal (loss) principal (loss)
(Rupees in '000)
With Banks for
Hedging - - - - - -
Market Making 532,918 10,607 3,015,075 (356,409) - -
With other entities for
Hedging - - - - - -
Market Making 532,918 (10,607) 3,350,070 (211,107) 11,465,523 (627,001)
Total
Hedging - - - - - -
Market Making 1,065,836 - 6,365,145 (567,516) 11,465,523 (627,001)
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2017
Counterparties Foreign currency options Cross currency swaps Interest rate Swaps
. Mark to . Mark to . Mark to
Notional . Notional . Notional .
L market gain/ L market gain/ o market gain/
principal (loss) principal (loss) principal (loss)
(Rupees in '000)
With Banks for
Hedging - - - - -
Market Making - 3,018,211 (42,107) - -
With other entities for
Hedging - - - - -
Market Making - 322,826 (8,311) 10,315,539 102,616
Total
Hedging - - - - -
Market Making - 3,341,037 (50,418) 10,315,539 102,616
22.2  Maturity Analysis
2018
Remaining Maturity No. of Notional Mark to Market
Contracts Principal Negative Positive Net
(Rupees in '000)
Upto 1 Month 7 893,893 (71,816) 3,837 (67,979)
1 to 3 Months 1 910,804 (57,552) 5,496 (52,056)
3 Months to 6 Months 7 1,125,729 (7,299) 1,273 (6,026)
6 Months to 1 Year 1 485,524 (71,857) - (71,857)
1to2 Years 1 386,778 (23,737) - (23,737)
2to 3 Years 3 2,047,121 (216,573) - (216,573)
3to 5 Years 17 8,948,856 (511,599) 43,381 (468,218)
5to 10 Years 3 4,097,799 (288,071) - (288,071)
50 18,896,504 (1,248,504) 53,987 (1,194,517)
2017
- . No. of Notional Mark to Market
Remaining Maturity . - —
Contracts Principal Negative Positive Net
(Rupees in '000)
Upto 1 Month - - - - -
1 to 3 Months - - - - -
3 Months to 6 Months - - - - -
6 Months to 1 Year 2 641,496 (11,101) - (11,101)
1to2 Years 6 4,456,205 (35,303) 45,922 10,619
2to 3 Years - - - - -
3to 5 Years 2 2,836,875 (4,014) 11,938 7,924
51010 Years 12 5,722,000 - 44,756 44,756
22 13,656,576 (50,418) 102,616 52,198
2018 2017

23 MARK-UP / RETURN / PROFIT / INTEREST EARNED

On:
Loans and advances
Investments

Lendings to financial institutions

Balances with banks

(Rupees in '000)

77,821,986 59,015,601
82,123,560 87,003,750
4,117,317 1,271,660
1,219,889 719,258

165,282,752 148,010,269
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2018 2017
24 MARK-UP / RETURN / PROFIT / INTEREST EXPENSED (Rupees in '000)
(Restated)
On:
Deposits 61,459,612 45,801,147
Securities sold under repurchase agreement borrowings 12,955,219 14,624,057
Borrowings 6,850,974 3,854,997
Subordinated debt 748,019 662,596
Cost of foreign currency swaps against foreign currency deposits / borrowings 1,592,062 1,234,216
83,605,886 66,177,013
Note 2018 2017
25 FEE AND COMMISSION INCOME (Rupees in '000)
Branch banking customer fees 3,866,759 4,024,375
Consumer finance related fees 1,047,736 790,303
Card related fees (debit and credit cards) 4,159,438 4,620,533
Credit related fees 989,677 760,269
Investment banking fees 988,544 1,026,929
Commission on trade related products and guarantees 2,469,831 3,080,281
Commission on cash management 659,051 572,890
Commission on remittances including home remittances 306,167 1,729,765
Commission on bancassurance 2,840,072 2,788,793
Commission on Benazir Income Support Programme (BISP) 396,392 542,235
Management fee 850,918 861,130
Merchant discount and interchange fees 1,701,108 982,913
Others 413,867 555,662
20,689,560 22,336,078
Less: Sales tax / Federal Excise Duty on fee and commission income (2,665,443) (2,817,026)

18,024,117 19,519,052

26 GAIN ON SECURITIES - NET

Realised 26.1 1,019,091 7,838,034
Unrealised - held-for-trading 8.1 10,789 (73,353)

1,029,880 7,764,681

26.1 Gain/ (loss) on securities - realised

Federal Government securities

- Market Treasury Bills 948 10,858

- Pakistan Investment Bonds 1,112,936 7,236,815

- ljarah Sukuks (82,511) 9,042
Shares and units of mutual funds (36,453) (275,749)
Non-Government debt securities (16,047) -
Foreign securities 40,218 857,068

1,019,091 7,838,034

27 OTHER INCOME

Incidental charges 286,151 453,721
Gain on sale of fixed assets - net 55,195 33,107
Rent on properties 76,077 69,627
Loss on sale of Bank branches - net - (7,583)
Scrap Sales 18,954 -
Grant Income - 76,865
436,377 625,737
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Note 2018 2017
(Rupees in '000)

28 OPERATING EXPENSES (Restated)
Salaries, allowances, etc. 28.1 26,894,423 25,417,842
Charge for defined benefit / contribution plan and other benefits 28.2 2,288,761 3,637,089
Property expense
Rent and taxes 4,523,198 3,947,620
Insurance 112,363 81,171
Utilities cost 2,025,884 1,724,752
Security (including guards) 1,721,902 1,514,071
Repair and maintenance (including janitorial charges) 2,160,583 1,764,900
Depreciation 10.2 1,708,972 1,775,233
Reversal of impairment (673,370)

12,252,902 10,134,377
Information technology expenses

Software maintenance 1,941,942 1,182,760
Hardware maintenance 559,895 582,763
Depreciation 10.2 1,003,129 1,019,755
Amortisation 111 321,624 683,948
Network charges 1,174,789 1,223,109
Consultancy charges 395,356 342,307

5,396,735 5,034,642
Other operating expenses

Non-Executive Directors' fees 55,600 54,400
Fees and allowances to Shariah Board 7,931 7,120
Legal and professional charges 4,177,128 1,041,647
Outsourced services costs 1,402,096 1,282,938
Travelling and conveyance 911,766 801,885
Insurance 630,071 327,010
Remittance charges 794,968 649,468
Security charges 1,293,953 1,054,840
Repairs and maintenance 490,425 384,498
Depreciation 10.2 516,083 529,817
Training and development 357,054 290,893
Postage and courier charges 598,655 512,788
Communication 661,439 394,399
Stationery and printing 1,397,592 1,241,600
Marketing, advertisement and publicity 2,868,418 3,097,298
Donations 28.4 128,312 89,059
Auditors' remuneration 28.5 263,814 254,769
Brokerage and commission 254,927 194,443
Subscription 145,713 163,758
Documentation and processing charges 1,482,274 1,170,954
Entertainment 300,707 258,234
Consultancy charges 10,296,854 2,975,139
Deposit premium expense 952,202 -
Others 559,412 299,537
28.3 30,547,394 17,076,494

77,380,215 61,300,444

28.1 The Bank operates a short term employee benefit scheme which includes cash awards / special bonus for all employees.
Under this scheme, the bonus for all employees, including the Chief Executive Officer (CEQ) is determined on the basis of
employees' evaluation and the Bank's performance during the year. The amount paid during the year to the CEO in respect
of the year 2017 was Nil (2017: Rs 170 million in respect of the year 2016). The aggregate amount paid during the year to
Executives, in respect of the year 2017, was Rs 926.518 million (2017: Rs 1,693.515 million in respect of the year 2016).

28.2  On February 13, 2018 the Honourable Supreme Court of Pakistan announced a judgement based on a proposal submitted
by banks, including HBL, in which it raised the minimum monthly pension of employees. Based on legal advice and in
accordance with the Honourable Supreme Court’s Order, the change in scheme is prospectively applied from the date of the
judgement and the payments to eligible persons are being made accordingly.
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28.3 The total cost for the year included in other operating expenses relating to outsourced activities is Rs 1,822.828 million
(2017: Rs 1,639.015 million). This cost includes outsourced services costs, which are disclosed specifically in note 28. Of
the total cost, Rs 1,682.732 million (2017: Rs 1,490.924 million) pertains to companies incorporated in Pakistan and Rs
140.096 million (2017: Rs 148.091 million) pertains to companies incorporated outside Pakistan. The material outsourcing
arrangements along with their nature of services are as follows:

2018 2017
Name of company Nature of service (Rupees in '000)
APEX Printry (Private) Limited Cheque book printing services 119,055 143,768
Insource (Private) Limited Cheque book printing services 99,532 98,688
Euronet Pakistan (Private) Host environment configuration, POS terminal
Limited and card outsourcing services 45,512 29,059

264,099 271,515

28.4  Details of Donations

Donations individually exceeding Rs 500,000

HBL Foundation 125,812 82,672
Anjuman Behbood-e-Samat-e-Atfal 2,500 -
The Indus Hospital - 2,500
Aghosh Special Children School through Shahsawar Fund HQ 6 Armored Division - 2,500
Reham Khan Foundation - 1,167
Donations individually not exceeding Rs 500,000 - 220
128,312 89,059

Mr. Muhammad Aurangzeb, President and Chief Executive Officer, Mr. Sagheer Mufti, Chief Operating Officer, Mr.
Rayomond Kotwal, Chief Financial Officer, Mr. Jamal Nasir, Chief Human Resources Officer and Mr. Sajid Zahid, Director
till March 26, 2018 are Trustees of the HBL Foundation.

28.5 Auditors' remuneration 2018 2017
Domestic Overseas Total Domestic Overseas Total
(Rupees in '000)

Audit and audit related fees

Audit fee of the Bank 25,954 73,068 99,022 24,143 54,869 79,012
Audit fee of subsidiaries 3,221 42,315 45,536 2,859 42,467 45,326
Fees for other statutory certifications 22,145 16,768 38,913 12,814 15,242 28,056
Out of pocket expenses 5,659 861 6,520 5,047 - 5,047
Sales tax on audit fees 2,076 - 2,076 1,931 - 1,931

59,055 133,012 192,067 46,794 112,578 159,372

Other services

Special certifications and sundry

advisory services 31,300 17,223 48,523 27,782 49,043 76,825
Tax services 11,550 9,719 21,269 6,500 11,298 17,798
Out of pocket expenses 1,955 - 1,955 442 332 774

44,805 26,942 71,747 34,724 60,673 95,397
103,860 159,954 263,814 81,518 173,251 254,769

29 WORKERS' WELFARE FUND
The Group has made provision for Workers' Welfare Fund (WWF) based on profit for the respective years.

The Honourable Supreme Court of Pakistan vide its order dated November 10, 2016 has held that the amendments made in
the law introduced by the Federal Government for the levy of WWF were not lawful. The Federal Board of Revenue has filed
review petitions against this order which are currently pending. Further, the Sindh Workers' Welfare Fund was levied during
the year ended December 31, 2014 consequent to the 18th amendment in the Constitution. During the year, the
management of the Group obtained a legal opinion which confirmed that review petitions filed against the Honourable
Supreme Court's judgement have not been taken up for adjudication and the provision in respect of WWF can be reversed.
Accordingly, the provision for WWF charged till December 31, 2013 amounting to Rs 3,323.960 million has been reversed
in the profit and loss account and the remaining provision amounting to Rs 4,697.450 million pertaining to years 2014
onwards has been retained.
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Note 2018 2017
30 OTHER CHARGES (Rupees in '000)
Penalties imposed by the State Bank of Pakistan 474,821 2,505
Penalties imposed by other regulatory bodies 20,905 28,851
495,726 31,356
31 PROVISIONS AND WRITE OFFS - NET
Provision for diminution in value of investments 8.7 3,321,271 636,899
Provision against loans and advances 9.5 1,961,357 463,130
Provision against other assets 13.21 207,143 496,671
Provision / (reversal) of provision against off-balance sheet obligations 18.1 71,156 (531,722)
Bad debts written off directly - -
Recoveries against written off / charged off bad debts (528,510) (512,684)
Recoveries against written off investments - (171,032)
Recoveries against written off other assets (23,839) (7,705)
5,008,578 373,557
Note 2018 2017
(Rupees in '000)
32 TAXATION (Restated)
- Current 8,625,711 18,520,474
- Prior years - 1,907,630
- Deferred 121 518,175 210,472
9,143,886 20,638,576
32.1 Relationship between tax expense and accounting profit
Accounting profit for the current year 21,584,829 29,486,850
Tax on income @ 39% (2017: 35%) 8,418,083 10,320,398
Permanent differences
- Penalties imposed by the SBP and other regulatory bodies 193,333 10,975
- Tax losses of subsidiary 30,959 97,431
- Prior year charge - 1,907,630
- Others 501,511 8,302,142
Tax charge for the current year 9,143,886 20,638,576
33 BASIC AND DILUTED EARNINGS PER SHARE
Profit for the year attributable to equity holders of the Bank 12,055,571 8,495,211
(Number)
Weighted average number of ordinary shares 1,466,852,508 1,466,852,508
(Rupees)
(Restated)
Basic and diluted earnings per share 8.22 5.79

33.1 Diluted earnings per share has not been presented separately as the Bank does not have any convertible instruments in

issue.
Note 2018 2017
34 CASH AND CASH EQUIVALENTS (Rupees in '000)
Cash and balances with treasury banks 5 279,460,688 246,043,030
Balances with other banks 6 42,642,022 40,804,269

322,102,710 286,847,299
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34.1

35

35.1

35.2

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

Balance as at January 1, 2018

Changes from financing cash flows

Repayment of subordinated debt

Dividend paid

Effect of translation of net investment by
non-controlling interest in subsidiary

Other changes
Liability-related
Changes in other liabilities
- Cash based
- Dividend payable
- Non-cash based
Transfer of profit to statutory reserve
Total liability related other changes

Equity related other changes

Balance as at December 31, 2018

Balance as at January 1, 2017

Changes from financing cash flows

Repayment of subordinated debt

Dividend paid

Effect of translation of net investment by
non-controlling interest in subsidiary

Acquisition of additional interest in subsidiary
from minority shareholder

Other changes

Liability-related
Changes in other liabilities
- Cash based
- Dividend payable
- Non-cash based
Transfer of profit to statutory reserve
Total liability related other changes

Equity related other changes

Balance as at December 31, 2017

STAFF STRENGTH

Permanent
On contract
Total staff strength

2018
Liabilities Equity
Subordinated Other liabilities Reserves Unappro;frlated Non_—controlllng
debt profit interest
(Rupees in '000)
9,994,000 66,012,132 52,266,420 96,909,270 3,485,954
(4,000) - - - -
- - - (5,525,981) -
- - - - 186,605
(4,000) - - (5,525,981) 186,605
- 46,492,509 - - -
- 341,427 - (341,427) -
- 692,183 - - -
- - 1,428,197 (1,428,197) -
- 47,526,119 1,428,197 (1,769,624) -
- - 10,740,626 11,992,655 337,921
9,990,000 113,538,251 64,435,243 101,606,320 4,010,480
2017 (Restated)
Liabilities Equity
Subordinated Other liabilities Reserves Unappro;')rlated Non.-controlllng
debt profit interest
(Rupees in "000)
9,998,000 57,837,591 47,958,414 105,338,759 3,448,108
(4,000) - - N -
- - - (15,160,303) -
- - - - 143,989
- - - - (441,933)
(4,000) - - (15,160,303) (297,944)
- 5,758,728 - - -
- 241,649 - (241,649) -
- 2,174,164 - - -
- - 882,766 (882,766) -
- 8,174,541 882,766 (1,124,415) -
- - 3,425,240 7,855,229 335,790
9,994,000 66,012,132 52,266,420 96,909,270 3,485,954
2018 2017
(Number)
20,093 18,085
161 158
20,254 18,243

In addition to the above, 3,279 employees (2017: 3,282 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.

Staff strength bifurcation

Domestic
Overseas

2018 2017
(Number)
19,444 17,385
810 858
20,254 18,243
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36 DEFINED BENEFIT PLANS AND OTHER BENEFITS
36.1 General Information

The Bank operates the following schemes for its employees:
36.1.1  Pension Fund (defined benefit scheme)

The Bank operates an approved pension scheme for those of its employees who opted for this scheme when it was
introduced in 1977. This scheme is applicable to:

- All clerical employees
- Executives and officers who joined the Bank on or before December 31, 2001

For clerical employees, the benéefit is based on their actual years of service as of the statement of financial position date
and their current salary. For executives and officers, the benefit is based on their years of service upto March 31, 2005
and their salary as on March 31, 2014. For service subsequent to this date (i.e. from April 1, 2005), they are entitled to
the contributory gratuity fund (refer 36.1.3 below) and the provident fund (refer 36.1.4 below).

36.1.2  Gratuity Fund (defined benefit scheme)

For those who did not opt for the pension scheme introduced in 1977 and instead opted to remain in the gratuity scheme
existing at the time the Bank operates an approved funded gratuity scheme. This benefit has vested for all employees
currently covered by this scheme.

36.1.3  Contributory Gratuity Fund (defined contribution scheme)
The Bank operates an approved funded contributory gratuity scheme for:

- employees hired on or after January 1, 2002
- employees who were on the pension scheme (refer 36.1.1 above) for their services subsequent to March 31, 2005.

The Bank contributes an amount equal to one half of the employees’ monthly basic salary for each completed year of
service and on a pro-rata basis for partially completed years of service. Contributions to the Fund are made on a monthly
basis. This benefit vests on the earlier of completion of 10 years of service or retirement.

36.1.4 Provident Fund (defined contribution scheme)

For employees hired on or after January 1, 2002 and for those who did not opt for the Bank’s pension scheme introduced
in 1977, the Bank operates an approved provident fund under which both the Bank and the employees make monthly
contributions.

Executives and officers who are covered by the Bank’s pension scheme (refer 36.1.1 above) also became eligible for
provident fund benefits effective from April 1, 2005. Payments under the fund are made to the employees as specified in
the rules of the Fund.

36.1.5 Benevolent Fund (defined benefit scheme)

The Bank operates an approved funded benevolent scheme for all employees who retire from the Bank. Under this
scheme, a fixed amount is contributed by employees by way of a salary deduction and a matching amount is contributed
by the Bank. All employees of the Bank are entitled to receive a fixed monthly amount post retirement as per the rules of
the fund. Clerical employees are additionally entitled to certain grants during the period of their service subject to the
fulfillment of certain conditions as specified in the rules of the Fund.

36.1.6 Post-Retirement Medical Benefits (defined benefit scheme)
The Bank provides a non-funded scheme for post-retirement medical benefits to:

- All executives and officers
- All clerical employees, regardless of retirement date.

Executives who have retired from January 1, 2006 onwards receive lump sum payments as a full and final settlement in
lieu of post-retirement medical benefits.

36.1.7 Compensated Absences (defined benefit scheme)

The Bank provides a non-funded scheme for compensated absences. This is applicable to those employees who were in
the service of the Bank as of December 31, 2008 and who had accumulated leave balances upto a maximum of 365 days
as at that date. Employees are entitled to proceed on Leave Prior to Retirement (LPR) upto the amount of their accrued
leave while availing basic salary and certain benefits. This benefit vests on retirement or, in the case of premature
retirement, on the completion of 30 years of service.

@ ANNUAL REPORT 2018




Notes to the Consolidated Financial Statements
For the year ended December 31, 2018

Employees may be required by the Bank to continue working during the whole or a part of their LPR period. Such
employees are entitled to normal salary during the period they are required to work and additionally to leave encashment
amounting to 50% of this period.

Clerical employees have the option of not proceeding on LPR and instead encashing 50% of their accumulated leave
balance upto a maximum of 180 days.

36.1.8  Other Post-Retirement Benefits (defined benefit scheme)

The Bank offers an additional benefit to all executives on retirement. Under this scheme, a lump sum amount equal to six
months of house rent allowance, utilities allowance, car benefit allowance and conveyance allowance is paid to the
executive on retirement. However in case of the death of an executive prior to retirement, the lump sum amount includes
an additional six months of house rent allowance.

36.1.9 Other schemes

Employee benefit schemes offered by the Bank’s overseas branches are governed by the laws of the respective countries
in which the branches operate.

36.2 Principal actuarial assumptions

The latest actuarial valuation was carried out as at December 31, 2018 using the Projected Unit Credit Method. The
following significant assumptions were used for the valuation:

2018 2017
(Per annum)
Valuation discount rate 13.25% 8.00%
Expected rate of increase in salary level 12.25% 7.00%
Expected rate of increase in pension (long term) 5.00% 0.00%
Expected rate of increase in medical benefit 11.25% 6.00%
Expected rate of return on funds invested 13.25% 8.00%
36.3 Number of employees under the scheme (Number)
- Pension fund 2,152 2,580
- Gratuity fund 5 30
- Benevolent fund 16,357 15,156
- Post retirement medical benefit scheme 16,358 15,156
- Compensated absences 5,309 6,124
- Other Post-Retirement Benefits 1,958 1,789
36.4 Pension, gratuity, benevolent fund schemes and other benefits

36.4.1  The fair value of plan assets and the present value of defined benefit obligations of these schemes as at December 31,
2018 are as follows:

2018
ret:::rsnt;n ¢ Employee Other Post-
Pension Gratuity Benevolent medical compensated Retirement
§ absences Benefits
benefits
(Rupees in '000)
Fair value of plan assets 4,434,303 39,550 2,190,450 - - -
Present value of defined benefit obligations (5,404,742) (4,257) (1,090,293) (3,945,133) (3,080,403) (504,466)
(Payable to ) / receivable from the fund (970,439) 35,293 1,100,157 (3,945,133) (3,080,403) (504,466)
2017
. t!'-l"orsnt- ot Employee Other Post-
Pension Gratuity Benevolent ‘:e‘:jiczl compensated Retirement
R absences Benefits
benefits
(Rupees in '000)
Fair value of plan assets 3,853,740 40,115 2,014,273 - - -
Present value of defined benefit obligations (5,217,261) (53,557) (1,312,146) (3,264,502) (4,065,542) (482,475)
(Payable to ) / receivable from the fund (1,363,521) (13,442) 702,127 (3,264,502) (4,065,542) (482,475)

ANNUAL REPORT 2018 @



@ ANNUAL REPORT 2018

Notes to the Consolidated Financial Statements

For the year ended December 31, 2018

36.4.2 Movement in the present value of defined benefit obligations
Note 2018
POSt- Employee Other Post-
. . retirement .
Pension Gratuity Benevolent medical compensated Retirement
) absences Benefits
benefits
(Rupees in '000)
Obligations at the beginning of the year 5,217,261 53,557 1,312,146 3,264,502 4,065,542 482,475
Current service cost 83,267 595 43,757 102,662 71,520 40,648
Interest cost 386,040 3,545 147,025 261,160 325,243 32,817
Benefits paid by the Bank (489,603) (16,099) (177,862) (321,603) (522,067) (61,495)
Past service cost 28.2 1,146,989 - - - - -
Remeasurement (gains) / losses (939,212) (37,341) (234,773) 638,412 (859,835) 10,021
Obligations at the end of the year 5,404,742 4,257 1,090,293 3,945,133 3,080,403 504,466
2017
POSt' Employee Other Post-
. . retirement .
Pension Gratuity Benevolent medical compensated Retirement
) absences Benefits
benefits
(Rupees in '000)
Obligations at the beginning of the year 4,969,585 58,772 1,316,849 3,130,623 2,545,747 475,701
Current service cost 77,246 1,288 7,995 25,282 83,604 35,245
Interest cost 382,829 3,844 99,746 235,110 176,363 38,056
Benefits paid by the Bank (368,445) (21,452) (140,047) (383,489) (682,423) (76,846)
Past service cost - - - - - -
Remeasurement losses 156,046 11,105 27,603 256,976 1,942,251 10,319
Obligations at the end of the year 5,217,261 53,557 1,312,146 3,264,502 4,065,542 482,475
36.4.3 Movement in fair value of plan assets
2018 2017
Pension Gratuity Benevolent Pension Gratuity Benevolent
(Rupees in '000)
Fair value at the beginning of the year 3,853,740 40,115 2,014,273 4,781,748 46,221 1,796,055
Expected return on plan assets 285,148 3,082 208,797 367,802 3,342 141,654
Contribution by the Bank 1,363,521 13,442 47,216 187,837 12,551 44,645
Contribution by the employees - - 47,230 - - 44,645
Benefits paid by the Bank (489,603) (16,099) (177,862) (368,445) (21,452) (140,047)
Remeasurement (losses) / gains (578,503) (990) 50,796 (1,115,202) (547) 127,321
Fair value at the end of the year 4,434,303 39,550 2,190,450 3,853,740 40,115 2,014,273
36.4.4 Movement in amounts payable to / (receivable from) defined benefit plans
2018
POSt- Employee Other Post-
. . retirement .
Pension Gratuity Benevolent medical compensated Retirement
X absences Benefits
benefits
(Rupees in '000)
Opening balance 1,363,521 13,442 (702,127) 3,264,502 4,065,542 482,475
Charge / (reversal) for the year 1,331,148 1,058 (65,245) 363,822 (463,072) 73,465
Contribution by the Bank - net (1,363,521) (13,442) (47,216) - - -
Remeasurement (gains) / losses recognised
in OCI during the year (360,709) (36,351) (285,569) 638,412 - 10,021
Benefits paid by the Bank - - - (321,603) (522,067) (61,495)
Closing balance 970,439 (35,293) (1,100,157) 3,945,133 3,080,403 504,466
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2017
Post- Employee  Other Post-
. . retirement .
Pension Gratuity Benevolent medical compensated Retirement
X absences Benefits
benefits
(Rupees in '000)
Opening balance 187,837 12,551 (479,206) 3,130,623 2,545,747 475,701
Charge / (reversal) for the year 92,273 1,790 (78,558) 260,392 2,202,218 73,301
Contribution by the Bank - net (187,837) (12,551) (44,645) - - -
Remeasurement losses / (gains) recognised
in OCI during the year 1,271,248 11,652 (99,718) 256,976 - 10,319
Benefits paid by the Bank - - - (383,489) (682,423) (76,846)
Closing balance 1,363,521 13,442 (702,127) 3,264,502 4,065,542 482,475

36.4.5 Charge for defined benefit plans

36.4.5.1 Cost recognised in profit and loss

2018
?OSt- Employee Other Post-
. . retirement .
Pension Gratuity Benevolent medical compensated Retirement
X absences Benefits
benefits
(Rupees in '000)
Current service cost 83,267 595 43,757 102,662 71,520 40,648
Net interest on defined benefit
asset / liability 100,892 463 (61,772) 261,160 325,243 32,817
Past service cost 1,146,989 - - - - -
Actuarial losses recognised - - - - (859,835) -
Contribution by the employees - - (47,230) - - -
1,331,148 1,058 (65,245) 363,822 (463,072) 73,465
2017
FOSt- Employee Other Post-
. . retirement .
Pension Gratuity Benevolent medical compensated Retirement
X absences Benefits
benefits
(Rupees in '000)
Current service cost 77,246 1,288 7,995 25,282 83,604 35,245
Net interest on defined benefit asset / liability 15,027 502 (41,908) 235,110 176,363 38,056
Past service cost - - - - - -
Actuarial losses recognised - - - - 1,942,251 -
Contribution by the employees - - (44,645) - - -
92,273 1,790 (78,558) 260,392 2,202,218 73,301
36.4.5.2 Remeasurements recognised in OCI during the year
2018
re tli::'::'tnen ¢ Other Post-
Pension Gratuity Benevolent . Retirement
medical )
i Benefits
benefits
(Rupees in '000)
(Gains) / losses on obligation
- Financial assumptions (1,255,572) 103 (388,271) 2,422,730 13,546
- Experience adjustment 316,360 (37,444) 153,498 (1,784,318) (3,525)
(939,212) (37,341) (234,773) 638,412 10,021
Losses / (gains) on plan assets 578,503 990 (50,796) - -
Total remeasurement (gains) / losses recognised in OCI (360,709) (36,351) (285,569) 638,412 10,021
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36.4.6

36.4.7

36.4.8

36.4.9
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2017
e t!::::;n .  Other Post-
Pension Gratuity Benevolent ! dical Retirement
me |c'a Benefits
benefits
(Rupees in '000)
Losses on obligation
- Experience adjustment 156,046 11,105 27,603 256,976 10,319
Losses / (gains) on plan assets 1,115,202 547 (127,321) - -
Total remeasurement losses / (gains) recognised in OCI 1,271,248 11,652 (99,718) 256,976 10,319
Components of fair value of plan assets
2018 2017
Pension Gratuity  Benevolent Pension Gratuity Benevolent
(Rupees in '000)
Cash and cash equivalents - net 2,777 489 335 6,698 535 7,342
Government securities 2,940,525 39,061 2,121,622 2,019,371 39,580 2,006,931
Shares 1,491,001 - - 1,800,614 - -
Non-Government debt securities - - 68,493 - - -
Units of mutual funds - - - 27,057 - -
4,434,303 39,550 2,190,450 3,853,740 40,115 2,014,273

The funds primarily invest in Government securities (Market Treasury Bills, Pakistan Investment Bonds and Special
Savings Certificates) and accordingly do not carry any credit risk. These are subject to interest rate risk based on market
movements. Equity securities and units of mutual funds are subject to price risk whereas non-Government debt securities
are subject to credit risk and interest rate risk. These risks are regularly monitored by Trustees of the employee funds.

Sensitivity analysis of defined benefit obligations

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 under the various employee benefit schemes.
The increase / (decrease) in the present value of defined benefit obligations as a result of change in each assumption is
summarized below:

Post
Empl her Post-
Pension Gratuity Benevolent  retirement mployee ot _er ost
. compensated Retirement
fund fund fund medical .
i} absences Benefits
benefits
(Rupees in '000)

1% increase in discount rate 2,483,179 4,211 1,041,763 2,142,579 2,825,629 472,790
1% decrease in discount rate 2,967,692 4,305 1,144,701 2,768,361 3,085,699 540,357
1 % increase in expected rate of salary 2,842,334 4,324 - - 3,099,414 542,758
1 % decrease in expected rate of salary 2,582,713 4,191 - - 2,810,872 470,147

1% increase in expected rate of pension 2,795,206 - - - - -

1% decrease in expected rate of pension 2,612,138 - - - - -

1% increase in expected rate of medical benefit - - - 2,598,995 - -

1% decrease in expected rate of medical benefit - - - 2,264,114 - -

Expected contributions to be paid to the funds in the next financial year

The Bank contributes to the pension and gratuity funds according to the actuary's advice. Contribution to the benevolent
fund is made by the Bank as per the rates set out in the benevolent fund scheme.

2019
retif::lten t Employee Other Post-
Pension Gratuity Benevolent medical compensated Retirement
8 absences Benefits
benefits
(Rupees in '000)
Expected charge / (reversal) for the year 200,044 (4,045) (158,824) 680,904 400,892 156,706
Maturity profile 2018
re ti':::\ten ¢ Employee Other Post-
Pension Gratuity Benevolent medical compensated Retirement
i absences Benefits
benefits
The weighted average duration of the
obligation (in years) 8.28 2.16 8.90 11.80 16.54 6.67
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36.4.10 Funding Policy

The Bank endeavors to ensure that liabilities under the various employee benefit schemes are covered by the Fund on any
valuation date having regards to the various actuarial assumptions such as projected future salary increase, expected
future contributions to the fund, projected increase in liability associated with future service and the projected investment
income of the Fund.

36.4.11 The significant risks associated with the staff retirement benefit schemes are as follows:
Mortality risks

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

Investment risks
The risk of the investment underperforming and not being sufficient to meet the liabilities.
Final salary risks

The risk that the final salary at the time of cessation of service is higher than what was assumed. Since the benefit is
calculated on the final salary, the benefit amount increases similarly.

Withdrawal risks

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

37 DEFINED CONTRIBUTION PLANS
37.1 Provident Fund

The employees covered under this scheme are 14,363 (2017: 13,532 employees). The employer and employee each
contributes at the following rates:

For executives and officers 6% of basic salary
For clerical staff 12% of basic salary

For employees who are on a contract with the Bank, the contribution is paid as per their service contract.
Payments are made to the employees on retirement, death, resignation and discharge as specified in the rules of the Fund.
37.2 Contributory Gratuity Fund

The employees covered under this scheme are 14,900 (2017: 13,398 employees). The employees are entitled for half
month's pay per year of service on monthly basis based on existing basic pay. Payments are made to the employees on
retirement, death, resignation after completion of 10 years or more continuous service and discharge as specified in the
rules of the Fund.

38 DEFINED BENEFIT PLANS AND OTHER BENEFITS OF SUBSIDIARY COMPANIES
38.1 General information

Employee benefits offered by subsidiary companies are as follows:
38.1.1 HBL Bank UK Limited (formerly Habibsons Bank Limited)

Pension Fund (defined contribution scheme)

HBL Bank UK Limited (HBL UK) (formerly Habibsons Bank Limited) operates a defined pension contribution arrangement
for its employees and the cost is recognised as and when the contributions are made. Pension benefits are provided
through a defined contribution scheme to which HBL UK contributes a percentage based on each member’s earnings.

The employer’s contribution for employees of HBL UK is minimum of 5.00% of basic salary. Minimum employee
contribution is 1.00% of basic salary.

38.1.2 Habib Finance International Limited, Hong Kong

Habib Finance International Limited, Hong Kong maintains the following schemes for its employees.
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Mandatory Provident Fund (defined contribution scheme)

The company operates a funded mandatory provident fund scheme for all employees. The company is required to
contribute 5.00% of salary of all of its employees, subject to a maximum contribution of HK $ 1,500. Employees who earn
HK $ 7,100 or more per month are also required to contribute the same amount. Those who earn less than HK' $ 7,100 per
month have an option to not contribute to the fund.

These contributions are charged to the profit and loss account as they become payable in accordance the rules of the
scheme. The company's contributions vest fully with those of the employees when contributed into the scheme.

Long Service Payment

The company is required to pay long service payment at 2/3rd of employee’s last month’s full wages or 2/3rd of HK $
22,500 whichever is lower, for every year of service. The maximum payment is the total amount of wages earned during
the last 12 months or HK $ 390,000 whichever is lower.

HBL Asset Management Limited (HBL AML)
Gratuity Fund (defined benefit scheme)

HBL AML operates a funded gratuity scheme for its eligible employees. Actuarial valuations are conducted by an
independent actuary, annually using projected unit credit method.

Provident Fund (defined contribution scheme)

HBL AML also operates a funded provident fund scheme for its eligible employees. Equal monthly contributions are made
by HBL AML and its employees in accordance with the rules of the fund.

First MicroFinanceBank Limited (FMFB)
Gratuity Fund (defined benefit scheme)

FMFB operates an approved defined benefit gratuity fund for all employees with a qualifying service period of five years.
Eligible employees are entitled to one month's basic salary for each completed year of service upon retirement. Actuarial
valuations are conducted by an independent actuary, annually using projected unit credit method.

Provident Fund (defined contribution scheme)

FMFB also operates a defined contribution provident fund scheme for its eligible employees. Equal monthly contributions
are made by FMFB and its employees in accordance with the rules of the fund.

Habib Currency Exchange (Private) Limited (HCEL)
Gratuity Fund (defined contribution scheme)

The permanent employees of HCEL are entitled to receive lump sum payments on account of gratuity equivalent to 50%
of basic salary for each completed year of service. This benefit vests on the completion of five years of service.

Provident Fund (defined contribution scheme)

HCEL also operates a defined contribution provident fund scheme for its eligible employees. Equal monthly contributions
are made by HCEL and its employees in accordance with the rules of the fund.

REMUNERATION OF DIRECTORS AND EXECUTIVES

President / Chief . .
. Directors Executives
Executive
2018 2017 2018 2017 2018 2017
(Rupees in '000)
(Restated)
Non-Executive Directors' fees - - 55,600 54,400 - -
Managerial remuneration (including allowances and
leave encashment) 238,840 165,914 - - 11,680,719 9,227,219
Contribution to retirement funds 357 4,860 - - 433,334 331,574
Medical 4,064 289 - - 329,326 220,594
House rent, maintenance, furnishing, others 5,371 1,999 - - 27,707 38,670
Utilities 947 1,108 - - 12,395 12,212
Conveyance - 16 - - 12,808 17,832
249,579 174,186 55,600 54,400 12,496,289 9,848,101
Number of persons 2 1 6 6 1,674 1,531
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The Companies Act, 2017 has changed the definition of Executives from individuals with an annual basic salary exceeding
Rs 0.500 million to individuals with an annual basic salary exceeding Rs 1.200 million. Pursuant to this change in definition,
the comparative figures for executives have been restated.

The Chief Executive Officer (CEO) and certain Executives are provided with free club memberships. The CEO and the Chief
Operating Officer (COQ) are also provided with free use of Bank maintained cars in accordance with their entitlement.

Managerial remuneration includes joining related payments made to the CEO and certain Executives in line with their terms
of employment.

All Executives, including the CEO of the Bank, are also entitled to certain short term employee benefits which are disclosed
in note 28.1 to these consolidated financial statements.

40 FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair values of traded investments are based on quoted market prices. The fair values of unquoted equity investments,
other than investments in associates and joint ventures, are estimated using the break-up value of the investee company.

The fair value of unquoted debt securities, fixed term advances, other assets and other liabilities can not be calculated with
sufficient reliability due to the absence of a current and active market for such assets and liabilities and reliable data
regarding market rates for similar instruments.

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 they are either short-term in nature or, in the case of customer advances, deposits and
certain long term borrowings, are frequently repriced.

All assets and liabilities for which fair value is measured or disclosed in these consolidated financial statements are
categorised within the fair value hierarchy based on the lowest level input that is significant to the fair value measurement as
a whole.

Level 1 - Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities.

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

Valuation techniques used in determination of fair values within level 2 and level 3

Federal Government securities The fair values of Federal Government securities are determined on the basis of rates / prices sourced from
Reuters.
Non-Government debt securities Investment in non-Government debt securities denominated in Rupees are valued on the basis of rates

announced by the Mutual Funds Association of Pakistan (MUFAP). Investments in non-Government debt
securities denominated in other currencies are valued on the basis of rates taken from Bloomberg / Reuters.

Foreign Government debt securities  |The fair values of overseas Government securities are determined on the basis of rates taken from
Bloomberg/ Reuters.

Units of mutual funds The fair values of investments in units of mutual funds are determined based on their net asset values as
published at the close of each business day.

Derivatives The Group enters into derivatives contracts with various counterparties. Derivatives that are valued using
valuation techniques with market observable inputs are mainly interest rate swaps, cross currency swaps
and forward foreign exchange contracts. The most frequently applied valuation techniques include forward
pricing and swap models using present value calculations.

Fixed assets and non-banking assets |[Land, buildings and non-banking assets acquired in satisfaction of claims are revalued on a periodic basis
acquired in satisfaction of claims using professional valuers. The valuation is based on their assessment of the market value of the assets.
The effect of changes in the unobservable inputs used in the valuations cannot be determined with
certainty, accordingly a qualitative disclosure of sensitivity has not been presented in these consolidated
financial statements.

40.1  Fair value of financial assets

The following table provides the fair value measurement hierarchy of those of the Group’s financial assets and liabilities that
are recognised or disclosed at fair value in these consolidated financial statements:
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On balance sheet financial instruments

Financial assets - measured at fair value

Investments
- Federal Government securities
- Shares
- Foreign securities
Government debt securities
Non-Government debt securities
- Listed
- Unlisted
- National Investment Trust Units
- Real Estate Investment Trust units

Financial assets - disclosed but not measured at fair value

Investments
- Federal Government securities
- Non-Government debt securities
- Foreign securities
Government debt securities
Non-Government debt securities

Commitments

- Forward foreign exchange contracts

- Forward Government securities transactions
- Derivative instruments

On balance sheet financial instruments

Financial assets - measured at fair value

Investments
- Federal Government securities
- Shares
- Foreign securities
Government debt securities
Non-Government debt securities
- Listed
- Unlisted
- National Investment Trust Units
- Real Estate Investment Trust units

Financial assets - disclosed but not measured at fair value

Investments
- Federal Government securities
- Non-Government debt securities
- Foreign securities
Government debt securities
Non-Government debt securities

As at December 31, 2018

Carrying value

h Level 1 Level 2 Level 3 Total
I notional value
(Rupees in '000)

1,048,325,547 - 1,048,325,547 - 1,048,325,547
10,170,203 10,170,203 - - 10,170,203
21,237,289 - 21,237,289 - 21,237,289
49,427,699 - 49,427,699 - 49,427,699
926,102 - 926,102 - 926,102
42,562 - 42,562 - 42,562
59,950 59,950 - - 59,950
156,199,342 - 156,199,342 - 156,199,342
31,797,419 - 31,797,419 - 31,797,419
8,734,733 - 8,734,733 - 8,734,733
3,728,732 - 3,728,732 - 3,728,732
1,330,649,578 10,230,153  1,320,419,425 - 1,330,649,578

Off-balance sheet financial instruments - measured at fair value

396,554,320 - 2,436,841 - 2,436,841
39,177,791 (24,559) - (24,559)
18,896,504 - (1,194,517) - (1,194,517)

As at December 31, 2017
Carr.ylng value Level 1 Level 2 Level 3 Total
I notional value
(Rupees in '000)

990,371,918 - 990,371,918 - 990,371,918
17,004,855 17,004,855 - - 17,004,855
10,909,174 - 10,909,174 - 10,909,174
36,585,789 - 36,585,789 - 36,585,789

969,629 - 969,629 - 969,629
47,303 - 47,303 - 47,303
154,000 154,000 - - 154,000

232,971,770 - 232,971,770 - 232,971,770
27,158,016 - 27,158,016 - 27,158,016
17,403,608 - 17,403,608 - 17,403,608

3,720,577 - 3,720,577 - 3,720,577
1,337,296,639 17,158,855  1,320,137,784 - 1,337,296,639

Off-balance sheet financial instruments - measured at fair value

Commitments

- Forward foreign exchange contracts

- Forward Government securities transactions
- Derivative instruments

40.2  Fair value of non-financial assets

- Fixed assets
- Non-banking assets acquired in satisfaction of claims

- Fixed assets
- Non-banking assets acquired in satisfaction of claims
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226,925,165 - 3,195,035 - 3,195,035
20,243,788 - (10,809) - (10,809)
13,656,576 - 52,198 - 52,198

As at December 31, 2018
Carr.ylng value Level 1 Level 2 Level 3 Total
I notional value
(Rupees in '000)
45,503,874 - - 45,503,874 45,503,874
1,995,169 - - 1,995,169 1,995,169
47,499,043 - - 47,499,043 47,499,043
As at December 31, 2017
Carr.ylng value Level 1 Level 2 Level 3 Total
I notional value
(Rupees in '000)
32,478,149 - - 32,478,149 32,478,149
1,967,665 - - 1,967,665 1,967,665
34,445,814 - - 34,445,814 34,445,814
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SEGMENT INFORMATION

Segment details with respect to Business Activities

Profit and loss account

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

Segment direct expenses
Inter segment expense allocation
Total expenses

Provisions

Profit/ (loss) before tax

Statement of financial position

Cash and bank balances
Lendings to financial institutions
Net inter segment lending
Investments

Advances - performing
Advances - non-performing
Others

Total assets

Borrowings

Subordinated debt

Deposits and other accounts
Net inter segment borrowing
Others

Total liabilities

Equity
Total equity and liabilities

Contingencies and commitments

Profit and loss account

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

Segment direct expenses
Inter segment expense allocation
Total expenses

Provisions

Profit before extraordinary / unusual
item and taxation

Extraordinary / unusual item

Profit / (loss) before tax

For the year ended D ber 31, 2018
International
Branch Consumer Corporate Treasu and Asset Head office / Total
banking banking banking i correspondent t others
banking
(Rupees in million)
(27,189) 10,492 28,962 62,826 4,953 (182) 1,815 81,677
76,218 (3,171) (22,168) (58,092) 2,103 - 5,110 -
6,841 5,337 3,069 2,993 3,542 868 (2,756) 19,894
55,870 12,658 9,863 7,721 10,598 686 4,169 101,571
25,226 4,753 1,465 640 20,923 321 21,650 74,978
13,602 1,350 799 283 3,859 - (19,893) -
38,828 6,103 2,264 923 24,782 321 1,757 74,978
945 317 (2,528) 2,347 2,801 1,126 5,008
16,097 6,238 10,127 4,457 (16,985) 365 1,286 21,585
As At D ber 31, 2018
International
Branch Consumer Corporate and Asset Head office /
A A A Treasury I . Total
9 9 g corresp others
banking
(Rupees in million)
145,159 - 215 87,342 83,229 6,158 322,103
13,032 - - 38,245 - - 51,277
1,218,886 - - - 54,497 - 57,585 1,330,968
74,496 - 17,929 1,181,543 85,755 299 30,030 1,390,052
266,902 51,416 563,199 - 152,716 - 33,841 1,068,074
2,002 99 4,043 - 6,077 - 145 12,366
12,590 2,112 18,692 20,308 11,172 2,820 114,287 181,981
1,733,067 53,627 604,078 1,327,438 393,446 3,119 242,046 4,356,821
10,532 59,688 385,532 65,567 2,000 - 523,319
- - - - - - 9,990 9,990
1,693,016 2,831 154,212 64 255,030 - 32,140 2,137,293
- 47,518 379,197 904,253 - - - 1,330,968
18,168 3,278 10,981 44,240 12,753 225 66,354 155,999
1,721,716 53,627 604,078 1,334,089 333,350 2,225 108,484 4,157,569
11,351 (6,651) 60,096 894 133,562 199,252
1,733,067 53,627 604,078 1,327,438 393,446 3,119 242,046 4,356,821
24,125 - 142,460 358,144 194,512 27,214 746,455
For the year ended D ber 31, 2017
International
Branch Consumer Corporate and Asset Head office /
R L L Treasury I . Total
g g g corresp others
banking
(Rupees in million)
(17,528) 9,257 19,158 61,585 7,564 (208) 2,005 81,833
60,010 (2,896) (13,947) (48,491) 1,868 - 3,456 -
6,936 5,202 2,864 9,627 7,392 836 1,259 34,116
49,418 11,563 8,075 22,721 16,824 628 6,720 115,949
21,432 3,720 1,292 538 13,497 410 21,482 62,371
14,031 391 2,095 407 1,517 - (18,441) -
35,463 4111 3,387 945 15,014 410 3,041 62,371
732 (34) (3,354) 639 2,007 384 374
13,223 7,486 8,042 21,137 (197) 218 3,295 53,204
- - - (23,717) (23,717)
13,223 7,486 8,042 21,137 (197) 218 (20,422) 29,487
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As At December 31, 2017

International
Branch Consumer Corporate and Asset Head office /

banking banking banking Treasury comespondent g others Total
banking

Statement of financial position (Rupees in million)

Cash and bank balances 109,387 - 215 72,796 100,325 2 4,122 286,847
Lendings to financial institutions 1,615 - - 32,285 - - - 33,900
Net inter segment lending 1,091,667 - - - 99,865 - 62,154 1,253,686
Investments 104,616 - 17,010 1,165,088 60,986 769 26,347 1,374,816
Advances - performing 227,713 44,705 415,697 - 131,959 - 22,000 842,074
Advances - non-performing 2,118 73 2,445 - 4,716 - 76 9,428
Others 14,700 860 13,318 22,509 8,144 2,968 86,654 149,153
Total assets 1,551,816 45,638 448,685 1,292,678 405,995 3,739 201,353 3,949,904
Borrowings 16,659 - 49,575 284,341 45,228 2,000 - 397,803
Subordinated debt - - - - - - 9,994 9,994
Deposits and other accounts 1,513,007 28 178,787 59 284,065 - 22,989 1,998,935
Net inter segment borrowing - 42,871 209,823 1,000,428 - 564 - 1,253,686
Others 13,011 2,739 10,500 7,322 10,602 369 56,192 100,735
Total liabilities 1,542,677 45,638 448,685 1,292,150 339,895 2,933 89,175 3,761,153
Equity 9,139 - - 528 66,100 806 112,178 188,751
Total equity and liabilities 1,551,816 45,638 448,685 1,292,678 405,995 3,739 201,353 3,949,904
Contingencies and commitments 29,000 - 154,309 191,946 177,888 - 32,797 585,940

41.2 SEGMENT DETAIL WITH RESPECT TO GEOGRAPHICAL LOCATION

For the year ended December 31, 2018

.PakIStfm Middle Asia and Europe
(including East Africa and North Total
KEPZ) America

Profit and loss account (Rupees in million)
Net mark-up / return / profit - external 75,014 3,170 1,543 1,950 81,677
Non mark-up / return / interest income 16,854 1,285 739 1,016 19,894
Total Income 91,868 4,455 2,282 2,966 101,571
Segment direct expenses 54,214 4,721 2,669 13,374 74,978
Provisions 2,208 2,270 358 173 5,009
Profit / (loss) before tax 35,446 (2,536) (745) (10,581) 21,584

As at December 31, 2018

Pakistan  \uijie  Asiaand  CUrOPe
(including East Africa and North Total
KEPZ) America

Statement of financial position (Rupees in million)
Cash and bank balances 238,874 24,118 27,318 31,793 322,103
Lendings to financial institutions 51,277 - - - 51,277
Investments 1,308,112 23,477 17,813 40,650 || 1,390,052
Advances - performing 931,220 79,468 18,121 39,265 || 1,068,074
Advances - non-performing 6,288 875 1,339 3,864 12,366
Others 125,211 67,132 3,175 (13,537) 181,981
Total assets 2,660,982 195,070 67,766 102,035 3,025,853
Borrowings 457,752 59,862 2,365 3,340 523,319
Subordinated debt 9,990 - - - 9,990
Deposits and other accounts 1,913,556 101,707 31,828 90,202 || 2,137,293
Others 143,127 3,495 3,545 5,832 155,999
Total liabilities 2,524,425 165,064 37,738 99,374 2,826,601
Equity 136,557 30,006 30,028 2,661 199,252
Total equity and liabilities 2,660,982 195,070 67,766 102,035 3,025,853
Contingencies and commitments 618,225 86,984 9,352 31,894 746,455
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For the year ended December 31, 2017

.PakIStfm Middle Asia and Europe
(including East Africa and North Total
KEPZ) America

Profit and loss account (Rupees in million)
Net mark-up / return / profit - external 73,306 4,325 2,340 1,862 81,833
Non mark-up / return / interest income 28,653 2,490 904 2,069 34,116
Total Income 101,959 6,815 3,244 3,931 115,949
Segment direct expenses 49,165 3,664 2,827 6,715 62,371
Provisions (2,012) 1,464 740 182 374
Profit before extraordinary / unusual item and taxation 54,806 1,687 (323) (2,966) 53,204
Extraordinary / unusual item (23,717) - - - (23,717)
Profit / (loss) before tax 31,089 1,687 (323) (2,966) 29,487

As at December 31, 2017

Pakistan . . Europe
(including ME'::t'e Ai'fari‘::d and North  Total
KEPZ) America
Statement of financial position (Rupees in million)
Cash and bank balances 185,085 45,301 19,483 36,978 286,847
Lendings to financial institutions 33,900 - - - 33,900
Investments 1,314,246 11,628 17,606 31,336 1,374,816
Advances - performing 713,961 66,948 25,590 35,575 842,074
Advances - non-performing 4,713 856 748 3,111 9,428
Others 141,477 2,196 2,482 2,998 149,153
Total assets 2,393,382 126,929 65,909 109,998 2,696,218
Borrowings 352,503 39,031 5,327 942 397,803
Subordinated debt 9,994 - - - 9,994
Deposits and other accounts 1,783,325 95,269 37,731 82,610 1,998,935
Others 108,232 (35,053) (806) 28,362 100,735
Total liabilities 2,254,054 99,247 42,252 111,914 2,507,467
Equity 139,328 27,682 23,657 (1,916) 188,751
Total equity and liabilities 2,393,382 126,929 65,909 109,997 2,696,217
Contingencies and commitments 493,212 60,992 6,069 25,667 585,940

TRUST ACTIVITIES
The Group is not engaged in any significant trust activities.
RELATED PARTY TRANSACTIONS

The Group has related party relationships with various parties including its Directors, Key Management Personnel,
associated companies, joint venture company, Group entities and employee benefit schemes of the Group / related party.

Transactions with the related parties, other than those under terms of employment, are executed on an arm's length basis
i.e. do not involve more than normal risk and are substantially on the same terms, including mark-up rates and collateral, as

those prevailing at the time for comparable transactions with unrelated parties.

Contributions to and accruals in respect of staff retirement and other benefit schemes are made in accordance with the
actuarial valuations / terms of the schemes.
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Details of transactions and balances with related parties as at the year end, other than those disclosed elsewhere in these consolidated financial

statements, are as follows:

Statement of financial position

Balances with other banks
In current accounts

Investments

Opening balance

Investment made during the year

Share of profit

Share of other comprehensive income

Movement in share of surplus / deficit on assets
Share of capital contribution from statutory reserve
Exchange translation impact

Dividend received

Investment redeemed / disposed off during the year
Transfer in / (out) - net

Closing balance

Provision for diminution in value of investments

Advances

Opening balance
Addition during the year
Repaid during the year
Transfer in / (out) - net
Closing balance

Provision held against advances

Other assets

Interest / mark-up accrued
Receivable from staff retirement fund
Other receivable

Borrowings

Opening balance
Borrowings during the year
Settled during the year
Closing balance

Deposits and other accounts
Opening balance

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

Closing balance

Other liabilities

Interest / mark-up payable
Payable to staff retirement fund
Other payables

Contingencies and commitments

Letter of credit

Letter of guarantee

Forward purchase of Government securities
Forward sale of Government securities
Interest rate swaps

Others
Securities held as custodian

As at December 31, 2018

Key

Directors Management G"_)I,Jp Associates Joint Other rfelated
Entities venture parties
Personnel
(Rupees in "000)
- - 178,527 - 22,884 -
- - - 24,618,037 2,739,781 5,291,967
- - - 1,422,668 - 2,248,288
- - - 2,119,869 603,114 -
- - - (91,034) - -
- - - 315,651 (1,590) -
- - - 29,326 - -
- - - 2,063,258 436,557 -
- - - (650,755) - -
- - - (4,085,905) - (1,266,953)
- - - - - (2,268,800)
- - - 25,741,115 3,777,862 4,004,502
- - - - - (131,491)
- 145,569 3,147,907 3,962,169 - 16,536,672
- 200,111 10,215,143 - - 183,779,040
- (43,073) (9,826,657) (2,462,169) - (177,108,006)
- (68,595) - - - (9,831,207)
- 234,012 3,536,393 1,500,000 - 13,376,499
- - - - - (1,726,437)
- 430 30,552 34,696 - 226,952
- - - - - 35,293
- - 9,042 1,000,240 - 53,873
- 430 39,594 1,034,936 - 316,118
- - 1,141,977 3,312,516 1,104,172 -
- - 7,034,084 10,275,781 6,382,456 -
- - (5,554,476) (11,088,783) _ (5,554,476) -
- - 2,621,585 2,499,514 1,932,152 -
127,426 37,694 10,235,376 9,245,055 22,702 1,501,398
1,461,501 268,006 415,569,471 393,178,308 - 98,984,289
(1,417,307) (262,047) (413,738,325) (397,898,699) (22,702) (99,412,868)
(22,892) (20,136) - - - (293,900)
148,728 23,517 12,066,522 4,524,664 - 778,919
1,604 276 189,843 69,854 9,181 2,426
- - - - - 970,439
- - 106,489 431,670 - 125,812
1,604 276 296,332 501,524 9,181 1,098,677
- - 580,316 - - 8,847,142
- - 155,828 - - 634,705
- - 411,707 - - 9,913,419
- - - - - 809,625
- - 1,448,856 1,500,000 - -
- - 2,596,707 1,500,000 - 20,204,891
- 8,000 17,841,345 10,462,950 - 20,053,730
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For the year ended December 31, 2018

Key .
Directors Management Gr(.n.lp Associates Joint Other rfelated
Entities venture parties
Personnel
(Rupees in "000)

Profit and loss account
Income
Mark-up / return / profit / interest earned - 21,055 189,961 126,723 - 1,472,570
Fee and commission income - - 84,267 2,864,505 - 27,754
Share of profit - - - 2,119,869 603,114 -
Dividend income - - - - - 135,971
Expenses
Mark-up / return / profit / interest expensed 5,715 456 469,693 332,510 36,748 41,408
Loss from derivatives - - 101,621 152,758 - -
Operating expenses

Salaries and allowances - 1,225,511 - - - -

Contribution to provident and benevolent funds - 18,497 - - - -

Non-Executive Directors' fees 55,600 - - - - -

Net charge for defined benefit / contribution plans - - - - - 2,030,085

Insurance premium expense - - - 1,145,012 - -

Advertisement and publicity - - 57,172 - - 318,655

Travelling - - 17,633 - - -

Subscription - - - - - 36,382

Ultilities cost - - - - - 4,530

Donation - - - - - 125,812

Brokerage and commission - - - - - 2,615

Other expenses - - 3,375 1 - -
Provision for diminution in value of investments - - - - - 41,568
Others
Purchase of Government securities - 41,701 157,921,638 - - 54,868,096
Sale of Government securities - 57,685 179,373,011 72,823,633 - 74,588,094
Purchase of foreign currencies - - 1,801,358 - - 16,775
Sale of foreign currencies - - 1,909,102 139,800 - 4,424,517
Insurance claims settled - - - 145,748 - -
Short term benefits paid - 99,150 - - - -

As at December 31, 2017
Key .
Directors Management Grc.n.lp Associates Joint Other rfelated
Entities venture parties
Personnel
(Rupees in "000)

Statement of financial position
Balances with other banks
In current accounts - - 169,804 - - -
Investments
Opening balance - - - 21,768,890 1,916,452 2,235,367
Investment made during the year - - - 5,210,976 128,468 3,145,350
Share of profit - - - 1,615,194 436,693 -
Share of other comprehensive income - - - 141,292 - -
Movement in share of surplus / deficit on assets - - - (937,059) - -
Share of capital contribution from statutory reserve - - - 19,914 - -
Exchange translation impact - - - 281,180 258,168 -
Dividend received - - - (952,126) - -
Investment redeemed / disposed off during the year - - - (2,530,224) - (88,750)
Closing balance - - - 24,618,037 2,739,781 5,291,967
Provision for diminution in value of investments - - - - - (68,800)
Advances
Opening balance - 38,221 3,372,408 364,901 - 26,762,345
Addition during the year - 180,966 9,254,621 6,137,358 - 169,990,272
Repaid during the year - (73,618) (9,479,122) (2,540,090) - (180,215,945)
Closing balance - 145,569 3,147,907 3,962,169 - 16,536,672
Provision held against advances - - - - - (1,726,437)
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Other assets
Interest / mark-up accrued
Other receivable

Borrowings

Opening balance
Borrowings during the year
Settled during the year
Closing balance

Deposits and other accounts
Opening balance

Received during the year
Withdrawn during the year
Closing balance

Other liabilities

Interest / mark-up payable
Payable to staff retirement fund
Other payables

Contingencies and Commitments

Letter of credit

Letter of guarantee

Forward purchase of Government securities
Interest rate swaps

Others
Securities held as custodian

Profit and loss account

Income

Mark-up / return / profit / interest earned
Fee and commission income

Share of profit

Dividend income

Other income

Income from derivatives

Expenses
Mark-up / return / profit / interest expensed
Operating expenses
Salaries and allowances
Contribution to provident and benevolent funds
Non-Executive Directors' fees
Net charge for defined benefit / contribution plans
Insurance premium expense
Advertisement and publicity
Travelling
Subscription
Utilities cost
Donation
Other expenses
Provision for diminution in value of investments

Others

Purchase of Government securities
Sale of Government securities
Purchase of foreign currencies
Sale of foreign currencies
Insurance claims settled

Short term benefits paid

As at December 31, 2017

. Key Group . Joint Other related
Directors Management . Associates .
Entities venture parties
Personnel
(Rupees in "000)
- 247 18,843 63,280 - 211,963
- - 4,243 418,657 - -
- 247 23,086 481,937 - 211,963
- - 1,114,878 - 1,202,883 -
- - 662,283 3,312,516 441,669 -
- - (635,184) - (540,380) -
- - 1,141,977 3,312,516 1,104,172 -
110,019 65,214 6,922,983 5,801,458 48,893 2,586,669
155,906 382,004 143,090,997 291,090,185 38,646 69,369,910
(138,499) (409,524) (139,778,604) (287,646,588) (64,837) _ (70,455,181)
127,426 37,694 10,235,376 9,245,055 22,702 1,501,398
120 243 95,621 45,720 1,195 4,951
- - - - - 1,376,963
- - 13,722 380,935 - 82,672
120 243 109,343 426,655 1,195 1,464,586
- - 366,972 - - 13,447,606
- - 198,059 - - -
- - 13,232,566 - - 2,104,644
- - 1,743,539 1,500,000 - -
- - 15,541,136 1,500,000 - 15,552,250
- 8,220 16,223,810 28,200,745 - 8,478,905
For the year ended December 31, 2017
. Key Group . Joint Other related
Directors Management . Associates .
Entities venture parties
Personnel
(Rupees in "000)
- 11,453 296,785 182,202 - 1,155,475
- - 5,636 2,798,504 - 3,198
- - - 1,615,194 436,693 -
- - - - - 119,413
- 206 - - - -
- - 11,938 22,775 - -
2,394 539 238,618 288,993 23,840 84,498
- 1,063,854 - - - -
- 17,666 - - - -
54,400 - - - - -
- - - - - 636,960
- - 1,861 955,462 - -
- - 55,935 - - 364,995
- - 14,607 - - -
- - - - - 23,478
- - - - - 13,792
- - - - - 82,672
- - 3,532 - - 221
- - - - - 41,568
- 99,374 53,440,556 - - 17,195,728
- 105,539 60,554,773 25,778,575 - 24,214,472
- - 1,490,249 - - 889
- - 6,321,925 65,933 - 2,906,183
- - - 150,330 - -
- 682,150 - - - -

Donations disclosed in note 28.4 include donations to the HBL Foundation. The Foundation was established in 2009 for
promoting development and advancing the welfare and well-being of the people of Pakistan and improving their quality of
life. The Bank's liability to the HBL Foundation is shown in note 18 to these consolidated financial statements.




Notes to the Consolidated Financial Statements

For the year ended December 31, 2018

44

CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

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

Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capital
Eligible Additional Tier 1 (ADT 1) Capital

Total Eligible Tier 1 Capital

Eligible Tier 2 Capital

Total Eligible Capital (Tier 1 + Tier 2)

Risk Weighted Assets (RWAs):
Credit Risk

Market Risk

Operational Risk

Total

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

Bank specific buffer requirement (minimum CET1 requirement plus
capital conservation buffer plus any other buffer requirement)

of which: capital conservation buffer requirement
of which: countercyclical buffer requirement
of which: D-SIB or G-SIB buffer requirement
CET1 available to meet buffers (as a percentage of risk weighted assets)

Other information:

National minimum capital requirements prescribed by the SBP
CET1 minimum ratio (%)

Tier 1 minimum ratio (%)

Total capital minimum ratio (%)

Leverage Ratio (LR)

Eligible Tier-1 Capital
Total Exposures
Leverage Ratio (%)

Minimum Requirement (%)

Liquidity Coverage Ratio (LCR)

Total High Quality Liquid Assets
Total Net Cash Outflow
Liquidity Coverage Ratio (%)

Minimum Requirement (%)

2018

2017

(Rupees in '000)

14,668,525 14,668,525
141,243,268 139,487,966
61,035 -
141,304,303 139,487,966
49,513,636 46,149,564
190,817,939 185,637,530
873,803,178 788,565,586
132,656,725 201,759,938
173,042,280 172,678,453

1,179,502,183

1,163,003,977

11.97% 11.99%
11.98% 11.99%
16.18% 15.96%
7.900% 7.275%
1.900% 1.275%
4.07% 4.72%
2018 2017
7.900% 7.275%
9.400% 8.775%
11.900% 11.275%
2018 2017

(Rupees in '000)

141,304,303 139,487,966
3,695,613,262  3,353,769,007
3.82% 4.16%
3.00% 3.00%

2018 2017

Total Adjusted Value
(Rupees in '000)

987,612,556 962,730,144

571,294,024 520,941,525
172.87% 184.81%
100.00% 90.00%
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2018 2017
Total Weighted Value
(Rupees in '000)
Net Stable Funding Ratio (NSFR)

Total Available Stable Funding 2,102,952,345 1,946,812,485
Total Required Stable Funding 1,490,821,433 1,229,522,456
Net Stable Funding Ratio (%) 141.06% 158.34%
Minimum Requirement (%) 100.00% 100.00%

441  Capital management

The Group’s policy is to maintain a strong capital base so as to maintain investor, depositor, creditor and market confidence
and to sustain future development of the business, while providing adequate returns to shareholders.

The Group’s lead regulator, the SBP, sets and monitors capital requirements for the Bank and the Group. The Group's
branches and subsidiaries outside Pakistan are also required to follow capital requirements applicable in their respective
jurisdictions.

The SBP, through BSD Circular No. 07 dated April 15, 2009 has required that Banks should maintain a minimum paid-up
capital of Rs. 10 billion (net of accumulated losses). The paid-up capital of the Bank as at December 31, 2018 stood at Rs.
14.669 billion (2017: Rs. 14.669 billion) and is in compliance with the SBP requirements. The Bank is also required to
maintain the following minimum Capital Adequacy Ratios (CAR) as at December 31, 2018:

- Common Equity Tier 1 (CET1) ratio of 7.90% including Capital Conservation Buffer (CCB) of 1.90%
- Tier 1 ratio of 9.40% including CCB of 1.90%
- Total Capital Adequacy Ratio (CAR) of 11.90% including CCB of 1.90%

The Group and its individually regulated operations have complied with all capital requirements throughout the year.
The Group’s regulatory capital is classified as follows:

- Tier 1 capital comprises of Common Equity Tier 1 (CET 1) and Additional Tier 1 (AT 1) capital.

- CET1 capital includes fully paid-up capital, balance in share premium account, reserves (excluding foreign exchange
translation reserves), unappropriated profits and non-controlling interest meeting the eligibility criteria.

- AT 1 capital includes instruments meeting the prescribed SBP criteria e.g. perpetual non-cumulative preference shares.
The Group has not issued any instruments qualifying as AT 1 capital. The AT 1 capital recognized represents minority
interests that, as per SBP guidelines, become eligible for consideration as AT1 capital on consolidation of less than
wholly owned banking subsidiaries.

- Tier 2 capital includes general provisions for loan losses, surplus / (deficit) on revaluation of fixed assets and
investments, foreign exchange translation reserves and subordinated debts (meeting the eligibility criteria).

Banking operations are categorised as either trading book or banking book, and risk-weighted assets are determined
according to specified requirements that seek to reflect the varying levels of risk attached to on and off-balance sheet
exposures.

- On and off-balance sheet exposures in the banking book are segregated into various asset classes for the calculation
of credit risk. Ratings for assets reflecting the credit worthiness of counterparties are applied using various External
Credit Assessment Institutions (ECAIs) and aligned with appropriate risk buckets. Collateral, if any, is used as an
outflow adjustment. Risk weights notified, are applied to arrive at risk weighted assets. Eligible collateral used includes
Government of Pakistan (GoP) guarantees, GoP issued securities, bank guarantees, lien on deposits and margin
accounts.

- The Group calculates capital requirements for market risk in its trading book based on the methodology provided by the
SBP which takes account of specific and general market risk, capital charge for interest rate risk using the maturity
method, foreign exchange risk and equity position risk.

44.2  The full disclosures on the Capital Adequacy, Leverage Ratio & Liquidity Requirements as per SBP instructions issued from
time to time has been placed on the website. The link to the full disclosure is available at
https://www.hbl.com/capitalandliquidity.
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45 RISK MANAGEMENT FRAMEWORK

HBL has a well-developed, robust, risk management framework given the high degree of complexity of its operations, its
size, and regional, and target market diversification. The Bank’s risk management framework is based on strong Board
oversight, multi-tier management supervision, efficient systems, documented risk appetite, and clearly articulated policies
and procedures.

The Board of Directors provides the strategic direction for effective risk management and ensures that a robust risk
management framework is in place including the required human resources, policies, procedures and systems. It is
supported in this task by Board committees i.e. Board Risk Management Committee (BRMC), Board Audit Committee as
well as various management committees.

For effective implementation of the risk management framework, the Risk Management Group (RMG) operates
independently of Business Units within the Bank. RMG is responsible for the development and implementation of risk
policies and plays a pivotal role in monitoring the risks associated with various activities of the Bank. RMG is headed by the
Chief Risk Officer (CRO), who reports to the President with an independent functional reporting line to the BRMC.

Risk Management function comprises the following areas:

- Credit Policy & Analytics

- Credit Approvals

- Credit Administration

- Program Based Lending Risk

- Market & Liquidity Risk Management
- Operational Risk Management

The Operational Risk Management Division (ORMD) operates within the Global Compliance Group, independent from
Business Units and other support functions. The Head ORMD reports to the Chief Compliance Officer with a dotted
reporting line to the CRO.

Risk Management alignment with Basel framework

The Bank has adopted the Alternate Standardized Approach for operational risk and the Standardized Approach for credit
risk. In addition, the Bank has adopted the simple approach for recognizing eligible collateral for credit risk mitigation. As
the largest bank in Pakistan with a strong risk culture and focus, the Bank's goal is to develop resources internally to embed
Basel related processes and methodologies in its risk practices. The Bank expects to achieve significant benefits from its
Basel program with a more robust risk management and internal control environment in line with best practices.

The Bank is following the Standardized Approach for market risk. The Bank intends to move towards adoption of Internal
Models Approach (IMA) and has implemented value-at-risk (VaR) based limits; a significant milestone achieved towards the
implementation of the IMA.

Scope of application of Basel Ill framework

The SBP, through BPRD circular no. 06 dated August 15, 2013, requires Banks to report the Capital Adequacy Ratio (CAR)
under the Basel Ill framework with CAR requirements increasing in a transitory manner through 2019.

45.1  Credit Risk

Credit risk is defined as the risk of loss of principal or loss of a financial reward stemming from a borrower's failure to repay
a loan or otherwise meet a contractual obligation. While loans are the largest and most obvious source of credit risk; it also
stems from activities both on and off-balance sheet. The credit process at the Bank is governed by well-defined and
documented credit policies and procedures including separate policies for consumer loans, rural banking and SME
financing. Certain types of exposures / facilities are managed under product programs that contain their own detailed credit
criteria, compliance and documentation requirements.
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Credit risk appetite is defined through a Risk Appetite Statement that is approved by the Board. It also covers the
concentration risk the Bank is willing to take with reference to risk ratings, sectors and large exposures.

The core pillars of credit risk management at the Bank are:

- Approval rules based on three-initial system and joint business / risk sign-offs
- An independent audit which includes Business Risk Review (BRR) function.

Credit Approval Authorities are delegated to individuals based on their qualification and experience. Disbursement
authorization, collateral and security management, documentation and monitoring are managed by the Credit
Administration Department under RMG. Proactive monitoring is ensured for assets under stress. This enables the Bank to
put in place viable solutions to prevent further deterioration in credit quality. A special Structured Credits function is in place
to handle stressed assets and to ensure a focused remedial strategy.

Credit risk management software to automate loan origination has been implemented for Corporate and Commercial
Customers and the Bank aims to extend the same to other business segments. The software is designed to improve
approval efficiency, capture, storage and retrieval of approval data, and generation of valuable MIS which will be helpful in
decision making.

Stress testing on the credit portfolio is performed in line with the SBP guidelines. In addition to the mandatory stress tests
defined by the regulator, the Bank has also developed advanced stress tests including macroeconomic stress tests, shock
scenarios and reverse stress tests to test the capital against shocks to the credit portfolio. In line with the SBP circular on
the impact assessment for IFRS 9, the Bank worked with a consultant to conduct the study and develop an assessment for
Expected Credit Losses (ECL) for domestic branches. The Bank has also successfully implemented IFRS 9 in a number of
overseas branches during the year.

The Bank has undertaken a number of initiatives to strengthen its credit risk management framework including in-house
development of internal risk rating models (obligor and facility) for the portfolio in respective segments and transition &
migration matrices to study the realized default rates and performance of the risk rating models over the years. Based on a
validation / back-testing exercise, a Probability of Default has been introduced for each obligor risk rating.

BRR performs an independent review of the credit portfolio. It provides an independent assessment of portfolio quality,
efficacy of processes for acquisition of risk assets, regulatory / policy compliance and appropriateness of classification and
risk rating.

45.1.1 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 ratings or type of exposure, whichever is applicable.

Under the Standardized Approach, the capital requirement is based on the credit rating assigned to counterparties by
External Credit Assessment Institutions (ECAIs) duly recognized by the SBP. The Bank selects particular ECAls for each
type of exposure. The Bank utilises the credit ratings assigned by Pakistan Credit Rating Agency (PACRA), Japan Credit
Rating Company Limited — Vital Information Systems (JCR-VIS), Fitch, Moody’s and Standard & Poors (S&P). The Bank
also utilises rating scores of Export Credit Agencies (ECAs).

Types of exposure and ECAIls used

FITCH Moody's S&P PACRA JCR-VIS ECA scores
Corporates - v - v v -
Banks v v v v v _
Sovereigns - v - - - v
Public sector enterprises - - - v v

Mapping to SBP Rating Grades

For all exposures, the selected ratings are translated to the standard rating grades given by the SBP. The mapping tables
used for converting ECAI ratings to the SBP rating grades are given below:
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Long Term Rating 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+ Baa1l BBB+ BBB+ BBB+ 3
BBB Baa2 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+ and below Caa1l and below CCC+ and below CCC+ and below CCC+ and below 7

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 P-2 A-2 A-2 A-2
S3 F3 P-3 A-3 A-3 A-3
S4 Others Others Others Others Others

45.1.2 Credit Risk: Disclosures with respect to Credit Risk Mitigation for Standardized Approach

The Bank has adopted the Simple Approach for Credit Risk Mitigation in the Banking Book. Under this approach, cash, lien
on deposits, Government securities and eligible guarantees etc. are considered as eligible collaterals. The Bank has in
place detailed guidelines with respect to the valuation and management of each of these types of collaterals. Where the

Bank’s exposure on an obligor is wholly or partially guaranteed by an eligible guarantee, the risk weight / credit rating of the
guarantor is substituted for the risk weight of the obligor.

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.

45.1.3 Country Risk

The Bank has in place a comprehensive Country Risk Policy. Limits are established for Cross Border Transfer Risk (CBTR)
based on the ratings assigned by international rating agencies. CBTR arises from exposure to counterparties in countries
other than the jurisdiction of the lender. Transfer risk arises where an otherwise solvent and willing debtor is unable to meet
its obligation due to the imposition of governmental or regulatory controls restricting its ability to perform under its obligation

towards its foreign liabilities. The limit utilisation is controlled at Head Office level and country risk exposures are reported to
BRMC at defined frequencies.

Particulars of the Bank's significant on-balance sheet and off-balance sheet credit risk in various sectors are analysed as
follows:

45.1.4 Lendings to financial institutions

Gross lendings Non-performing lendings Provision held
2018 2017 2018 2017 2018 2017
Credit risk by public / private sector (Rupees in "000)
Public / Government 10,376,270 7,600,345 - - - -
Private 40,901,066 26,300,000 - - - -
51,277,336 33,900,345 - - - -
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45.1.5 Investment in debt securities

Credit risk by industry sector

Chemical and pharmaceuticals

Textile

Automobile and transportation
equipment

Financial

Insurance

Oil and gas

Power and energy

Telecommunication

Construction

Wholesale and retail trade

Metal and allied

Others

Credit risk by public /
private sector

Public / Government
Private

45.1.6 Advances
Credit risk by industry sector

Chemical and pharmaceuticals

Agribusiness

Textile

Cement

Sugar

Shoes and leather garments

Automobile and transportation
equipment

Financial

Hotel and tourism

Insurance

Electronics and electrical appliances

Oil and gas

Power and energy
Education and medical
Telecommunication
Printing and publishing
Construction

Mining and quarrying
Food, tobacco and beverages
Wholesale and retail trade
Metal and allied
Individuals

Farming, cattle and dairy

Trust funds and non profit organisations

Others

Credit risk by public / private sector

Public / Government
Private

Gross investments

Non-performing investments

Provision held

2018 2017 2018 2017 2018 2017
(Rupees in '000)
1,022,739 1,145,492 - - - -
106,548 110,303 106,548 110,303 106,548 110,303
5,675,340 3,321,160 - - - -
1,300,367,733 1,285,227,311 - - - -
- 225,632 - - - -
5,248,055 5,768,145 - - - -
18,168,628 18,382,359 - - - -
876,347 1,340,098 168,082 193,084 168,082 193,084
2,178,000 - - - - -
2,083,917 2,153,955 724,975 - 377,549 -
900,000 - - - - -
10,591,739 10,145,526 - - - -
1,347,219,046 1,327,819,981 999,605 303,387 652,179 303,387

Gross investments

Non-performing investments

Provision held

2018 2017 2018 2017 2018 2017
(Rupees in '000)
1,283,548,539 1,281,098,618 - - - -
63,670,507 46,721,363 999,605 303,387 652,179 303,387
1,347,219,046 1,327,819,981 999,605 303,387 652,179 303,387

Gross advances

Non-performing advances

Provision held

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

34,203,499 28,255,491 1,405,016 1,221,528 1,322,404 1,195,364
114,459,661 109,663,437 4,344,251 4,537,959 2,923,916 3,061,601
116,547,424 90,896,774 21,373,879 20,783,136 19,653,168 20,340,146

27,800,090 18,814,625 788,695 788,695 788,695 788,695

12,335,973 8,729,924 252,971 295,770 232,347 225,473

14,978,526 14,479,767 895,399 858,264 855,236 820,095

17,043,267 7,622,879 2,977,653 1,048,157 2,964,534 1,023,567

84,473,489 35,896,099 1,623,707 39,417 1,623,706 39,416

13,376,600 6,887,369 2,107,978 270,904 1,812,907 270,271

3,311,210 3,506,585 - - - -

10,976,677 7,083,283 2,214,876 3,201,307 2,214,876 3,200,983

66,136,315 54,452,636 672,152 1,549,225 347,213 1,020,557
208,431,721 154,937,770 1,731,986 1,732,128 1,731,986 1,732,105

2,837,086 2,783,466 253,067 272,115 251,879 264,796
20,223,338 22,370,100 1,222,633 1,223,133 1,222,633 1,223,133
9,594,475 5,579,018 441,896 483,451 441,896 461,002
44,797,971 20,636,748 944,991 1,262,456 918,007 1,262,231
4,084,609 3,094,832 1,716 1,716 1,716 1,716

51,088,628 38,966,845 4,812,223 1,952,537 3,225,926 1,843,291

57,952,428 58,101,421 11,976,961 12,082,912 11,685,199 10,819,762

21,698,832 18,229,552 3,097,147 2,858,179 2,026,649 1,791,075

94,066,227 81,437,884 5,842,637 1,481,784 2,896,952 1,343,872

12,705,409 3,475,585 902,606 291,976 305,307 96,898

1,537,216 2,072,208 10 3 10 3
107,773,145 123,033,641 10,946,563 17,608,641 9,018,087 13,591,124
1,152,433,816 921,007,939 80,831,013 75,845,393 68,465,249 66,417,176
287,972,190 199,223,638 2,680,192 2,337,740 1,614,500 1,312,046
864,461,626 721,784,301 78,150,821 73,507,653 66,850,749 65,105,130
1,152,433,816 921,007,939 80,831,013 75,845,393 68,465,249 66,417,176
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45.1.7 Contingencies and Commitments 2018 2017
(Rupees in '000)
Credit risk by industry sector (Restated)
Chemical and Pharmaceuticals 16,339,051 9,226,388
Agribusiness 3,865,304 1,382,002
Textile 18,506,345 16,377,303
Cement 18,207,874 12,105,748
Defence 12,372,724 47,024,646
Sugar 634,351 602,894
Shoes and leather garments 348,774 1,256,913
Automobile and transportation equipment 10,293,111 7,343,905
Financial 473,488,492 309,883,670
Hotel and tourism 2,917,549 2,653,643
Research and development 720,674 733,585
Insurance 1,618,458 1,589,465
Electronics and electrical appliances 9,325,570 6,598,591
Oil and gas 27,436,372 14,731,959
Power and energy 35,827,323 30,912,274
Education and medical 1,681,428 2,025,516
Telecommunication 8,076,228 5,220,705
Printing and publishing 1,315,940 3,219,433
Construction 2,718,893 1,872,058
Mining and quarrying 3,122,569 1,790,857
Food, tobacco and beverages 11,600,662 8,867,555
Wholesale and retail trade 4,045,483 3,287,867
Metal and allied 8,314,931 14,906,199
Individuals 19,968,899 19,099,106
Farming, cattle and dairy 65,342 27,441
Ports and shipping 786,230 1,813,021
Trust funds and non profit organisations 5,131,106 17,392,378
Others 47,724,973 43,994,838

746,454,656 585,939,960

Credit risk by public / private sector

Public / Government 114,350,539 127,968,094

Private 632,104,117 457,971,866
746,454,656 585,939,960

45.1.8 Concentration of Advances

The bank top 10 exposures on the basis of total (funded and non-funded exposure) aggregated to Rs 332,063.740 million
(2017: Rs 314,902.617 million) are as following:

2018 2017
(Rupees in '000)
Funded 295,691,275 227,105,446
Non - funded 36,372,465 87,797,171
Total exposure 332,063,740 314,902,617

The sanctioned limits against these top 10 exposures aggregated to Rs 457,331.599 million (2017: Rs 431,957.033 million).

Total funded classified therein 2018 2017
(Rupees in '000)

Loss 144,788 -
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45.1.9 Advances - Province / Region-wise disbursement and utilisation

452

45.2.1
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Province / Region

Punjab

Sindh

KPK including FATA
Balochistan

Islamabad

AJK including Gilgit-Baltistan
Total

Province / Region

Punjab

Sindh

KPK including FATA
Balochistan

Islamabad

AJK including Gilgit-Baltistan
Total

Market Risk

2018
Utilisation
Disbursements Punjab Sindh KPK including Balochistan Islamabad AlKincluding
! FATA Gilgit-Baltistan
(Rupees in '000)

2,120,033,375 2,057,917,898 50,376,447 2,904,094 8,000 7,126,542 1,700,394
3,867,524,897 207,295,336 3,586,272,558 11,994,906 9,943,280 40,472,527 11,546,290
43,521,826 374,782 54,436 43,086,760 3,250 2,598

5,269,588 - - 5,269,588 -
483,460,069 41,537,790 386,359 - 441,535,920 -
15,083,540 - - - - - 15,083,540
6,534,893,295 2,307,125,806 3,637,089,800 57,985,760 15,224,118 489,134,989 28,332,822

2017
Utilisation
Disbursements Punjab Sindh KPK including Balochistan Islamabad AdK including
! FATA Gilgit-Baltistan
(Rupees in '000)
1,910,963,653 1,854,025,619 34,335,914 879,215 - 21,722,905
2,948,024,937 79,320,969 2,815,687,742 10,424,247 9,190,854 33,401,125
38,311,237 38,311,237 -

4,597,968 - 4,597,968 -
487,038,919 44,468,380 - 442,570,539 -
12,004,786 - - - - - 12,004,786
5,400,941,500 1,977,814,968 2,850,023,656 49,614,699 13,788,822 497,694,569 12,004,786

Market risk is the risk that the fair value of a financial instrument will fluctuate due to movements in market prices. It results
from changes in interest rates, exchange rates, commodity prices and equity prices as well as from changes in the
correlations between them. Each of these components of market risk consists of a general market risk and a specific market
risk that is driven by the nature and composition of the portfolio.

The Bank is exposed to market risk through its trading activities which are carried out by Treasury and through investments
/ structural positions parked in the Banking Book. Market risk also arises from market making, facilitation of client business
and proprietary positions. The Bank’s Market risk is managed by Risk Management under the supervision of ALCO and
supported by the Treasury Middle Office (TMO).

Statement of financial position split by trading and banking books

Cash and balances with treasury banks

Balances with other banks
Lendings to financial institutions
Investments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

2018 2017
Banking book Trading book Total Banking book Trading book Total
(Rupees in '000)

279,460,688 279,460,688 246,043,030 - 246,043,030
42,642,022 42,642,022 40,804,269 - 40,804,269
51,277,336 - 51,277,336 33,900,345 - 33,900,345

330,096,626 1,059,955,838 1,390,052,464 359,709,422 1,015,107,020 1,374,816,442

1,080,440,220 1,080,440,220 851,502,420 - 851,502,420

64,083,277 64,083,277 56,442,342 - 56,442,342
7,865,361 7,865,361 6,350,501 - 6,350,501
570,717 - 570,717 - - -

100,149,596 9,311,469 109,461,065 82,169,100 4,189,615 86,358,715

1,956,585,843 1,069,267,307 3,025,853,150 1,676,921,429 1,019,296,635 2,696,218,064
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45.2.2 Foreign Exchange Risk

45.2.3

45.2.4

Foreign exchange risk is the risk that the fair value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The Bank manages this risk by setting and monitoring currency-wise limits. The Bank’s assets in a
particular currency are typically funded in the same currency to minimize foreign currency exposure. However, the Bank
maintains a net open position in various currencies resulting from its transactions. Foreign exchange risk is controlled and
monitored through the limits approved by ALCO within the overall limit advised by the SBP.

2018 2017
Assets Liabilities Off-ba!ance Net currency Assets Liabilities Off-ba_lance Net currency
sheet items exposure sheet items exposure
(Rupees in '000)
United States Dollar 239,157,806 287,629,582 31,076,219 (17,395,557) 215,774,362 240,637,522 16,613,284 (8,249,876)
Great Britain Pound 53,078,885 64,545,058 22,492,154 11,025,981 61,634,261 61,151,180 21,791,700 22,274,781
UAE Dirham 31,418,690 45,095,720 26,060,375 12,383,345 59,054,431 60,933,612 14,067,340 12,188,159
Japanese Yen 173,576 62,460 558,698 669,814 154,635 77,525 (69,539) 7,571
Euro 15,312,280 21,371,779 5,948,306 (111,193) 18,555,171 22,214,394 6,117,227 2,458,004
Other Currencies 105,095,955 64,994,757 837,885 40,939,083 117,849,210 79,860,157 (301,843) 37,687,210
444,237,192 483,699,356 86,973,637 47,511,473 473,022,070 464,874,390 58,218,169 66,365,849
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 - 345,935 - 289,248
- Other comprehensive income 107,417 - 37,821 -

Equity Position Risk

Equity position risk is the risk that the fair value will fluctuate as a result of changes in the prices of individual stocks or the
levels of equity indices. The Bank’s equity investments are classified as Available-For-Sale (AFS) and Held-for-Trading
(HFT) investments. The objective of the AFS portfolio is to maintain a medium-term view of capital gains and dividend
income while Bank takes advantage of short term capital gains through its HFT portfolio investments. It is managed by the
Bank through the Equity Investment Policy approved by the Board. The policy defines various position limits, portfolio limits
and stop loss limits for the equity desk. The Bank also applies stress tests on the equity portfolio which is part of the Bank’s
overall market risk exposure limit on the banking book.

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 - - - 12,780
- Other comprehensive income 508,510 - 837,463 -

Interest Rate Risk

Interest rate risk is the risk that the fair value of a financial instrument will fluctuate because of changes in interest rates,
including changes in the shape of the yield curve.

Interest rate risk is inherent in the Bank’s business and arises due to the mismatches in the contractual maturities or
repricing of on- and off-balance sheet assets and liabilities. The Bank is exposed to interest rate risk in both the Trading and
Banking Books. The Bank uses duration gap models to measure and monitor the interest rate sensitivity on the potential
earnings and the Bank’s economic value of equity. Overall potential impact of the mismatches on the earnings in short term
is not material and is being managed within the tolerance limits approved by the Board.

2018 2017
Banking Trading Banking Trading
book book book book
(Rupees in '000)
Impact of 1% increase in interest rates on
- Profit and loss account (832,343) 28,611 1,564,700 780,469
- Other comprehensive income 343,679 7,163,129 372,719 10,828,987
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Notes to the Consolidated Financial Statements
For the year ended December 31, 2018

The Bank’s ORM framework and practices address all the significant aspects of ORM i.e. people, processes, systems and
external events. Key ORM tools such as Risk Control Self-Assessment (RCSA), KRI's and Operational Loss Data
Management are used to gauge the likelihood and severity of operational risk. The Bank is increasingly using stress testing
and scenario analysis to proactively assess the impact of worse case scenarios. Detailed RCSA exercises are conducted at
regular intervals across the Bank, the results of which are continually evaluated against the losses, control violations and
gaps. The Bank has also established KRI’'s and is monitoring them at regular intervals. Operational risk reports are
regularly submitted to the senior management.

45.3.1 Business Continuity

It is the policy of the Bank to maintain a well-defined business continuity program which comprises of policies and
procedures with clearly defined roles, responsibilities and ownership for Crisis Management, Emergency Response,
Business Recovery and IT Disaster Recovery Planning. The bank’s Business Continuity Steering Committee, represented by
the senior management of the bank, meet on a periodic basis and reviews key initiatives, testing results and related action
plans for strengthening the bank’s resilience to managing crisis situations. The bank’s business continuity program complies
with the regulatory framework and leading Business Continuity Management standard, i.e. ISO 22301. and is subject to
regular internal, external and regulatory reviews and audits.

The bank’s business continuity program complies with the regulatory framework & leading best practices and is subject to
regular internal, external and regulatory reviews and audits.

45.3.2 IT related controls

The Bank's IT controls were further strengthened during the course of the year by ensuring that the Bank met all the
requirements of SBP’s Enterprise Technology Governance and Risk Management framework (including establishing of a
Board IT Committee, customizing the standard templates to suit particular requirements for IT Governance, Project
Management and IT Service Management, as well as revising IT procedures in accordance with the Regulatory framework).
It was also ensured that the Bank's EU operations met the standards laid down in the General Data Protection Regulations
of the UK.

More specifically, 85% outstanding observations within internal, external and regulatory audit streams were closed. These
ranged from 2014 to 2018. An automated tool was deployed for tracking and monitoring audit observations all the way
through to closure.

45.3.3 Information Security Risk

Information Security has become a critical business function and an essential component of governance affecting all
aspects of the business environment. The Bank is committed to providing ‘first-class business in a first-class way’ to its
customers while protecting clients and their information. Cybercrime is a growing threat to Corporations and Consumers
who are increasingly adopting and depending on mobile and digital technologies to run their business and lives.
Information/Cyber Security is one of the key focused areas for the bank and has increasing focus in line with Industry trends
and move towards digital solutions for banking needs of the Customers. The Bank will continue to strengthen its cyber
defense mechanism by utilizing effective preventive and detective information security measures to counter evolving cyber
challenges. The Bank has achieved PCl DSS certification which is the de facto security standard for the Payment Card
Industry and also achieved 1ISO27001 international information security related certification.

These measures allow the Bank to offer innovative digital solutions to its clients while ensuring them protection, confidence
and peace of mind.

45.4  Liquidity Risk Management

Liquidity risk is the risk that the Bank may be unable to meet its cash obligations as they become due, or to fund assets, at
a reasonable cost, because of an inability to liquidate assets, or to obtain adequate funding.

The Bank’s ALCO is responsible for the formulation of overall strategy and oversight of asset and liability management.
The Bank follows a comprehensive liquidity risk management policy duly approved by ALCO and the Board. The policy
stipulates maintenance of various ratios, funding preferences, and evaluation of the Bank’s liquidity under normal and crisis
situations (stress testing). The Bank also has a ‘Contingency Funding Plan’ in place to address liquidity issues in times of
crisis. This plan helps to identify early warning indicators to pre-empt unforeseen liquidity crises. Triggers are used to
ascertain the stress scenarios in the future.

To comply with the policy, the Bank also conducts a behavioural study on its demand deposits to evaluate the ability of the
Bank to retain its core deposits, which may not reflect in their contractual maturity profile. Such evaluation forms part of the
liquidity management process to realistically project the reliance on such funding sources. Because of close monitoring and
strict policy towards reliance on core deposit, the Bank has been able to avoid concentration / reliance on volatile deposit in
its books.
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Notes to the Consolidated Financial Statements
For the year ended December 31, 2018

Credit Risk

Credit risk is the risk of non-performance by a counterparty which could result in an adverse impact on the Bank’s
profitability. Credit risk associated with derivative transactions is categorized into settlement risk and pre-settlement risk. A
pre-settlement risk limit for derivative transactions is recommended by TMO for approval to the appropriate Credit Approval
Authority. The exposure of all counterparties is estimated and monitored by TMO.

Market Risk

The Bank, as a policy, hedges back-to-back all Options transactions. The Bank minimizes the exchange rate risk on its
Cross Currency Swaps portfolio by hedging the exposure in the interbank market. The Bank also manages the interest rate
risk of Interest Rate Derivatives and Cross Currency Swaps through PVBP limits which are monitored and reported by TMO.

Operational Risk

The staff involved in the process of trading, settlement and risk management of derivatives are carefully trained. Adequate
systems and controls are in place to carry out derivative transactions smoothly. Each transaction is processed in
accordance with the product program or transaction memo, which contains detailed accounting and operational aspects of
the transaction to further mitigate operational risk. In addition, the TMO and the Global Compliance Group are assigned the
responsibility of monitoring any deviation from policies and procedures. The Bank’s Internal Audit also reviews this function,
which covers a regular review of systems, transactional processes, accounting practices and end-user roles and
responsibilities.

Liquidity Risk

Derivative transactions, usually being non-funded in nature, do not carry a specific funding liquidity risk. The liquidity risk
would arise only when the Bank has a payable resulting from a transaction. The Bank mitigates its risk by limiting the
portfolio in terms of tenor, notional and sensitivity limits, and can also hedge its risk by taking on- and off-balance sheet
positions in the interbank market, where available.

The Bank uses a derivatives system which provides an end-to-end valuation solution, supports the routine transactional
process and provides analytical tools to measure various risk exposures, and carry out stress tests and sensitivity analyses.
TMO produces various reports for senior management on a periodic basis. These reports provide details of outstanding
positions, profitability, risk exposures and the status of compliance with limits.

46 NON-ADJUSTING EVENTS AFTER THE BALANCE SHEET DATE

46.1  The Board of Directors in its meeting held on February 20, 2019 has proposed a final cash dividend of Rs 1.25 per share for
the year 2018. This is in addition to Rs 3 already paid during the year bringing the total dividend for the year to Rs 4.25 per
share (2017: Rs 8 per share). This appropriation is expected to be approved by the shareholders in forthcoming Annual
General Meeting. The consolidated financial statements for the year ended December 31, 2018 do not include the effect of
this appropriation which will be accounted for in the consolidated financial statements for the year ending December 31,
2019.

46.2 The Finance Supplementary (Second Amendment) Bill, 2019 laid down before the National Assembly of Pakistan on
January 23, 2019, amended the rates of Super Tax noted in the earlier Finance Act 2018 and prescribed a flat rate of 4%
super tax for all accounting years from 2017 to 2020. The changes proposed by the Bill are being deliberated and have not
yet been enacted.

If the Bill is enacted in its proposed form, the potential financial impact of the revision in the rate of Super Tax for the
accounting year 2017 would amount to Rs 1,933 million.

47 DATE OF AUTHORISATION FOR ISSUE

These consolidated financial statements were authorised for issue in the Board of Directors meeting held on February 20,
2019.

48 GENERAL

48.1  These consolidated financial statements have been prepared in accordance with the revised format for financial statements
of Banks issued by the SBP through BPRD Circular no. 2 dated January 25, 2018 and related clarifications / modifications.

48.2 The comparative figures have been re-arranged and reclassified for comparison purposes. The significant reclassifications
have been disclosed in note 4.1.3 of these consolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Dr. Najeeb Samie Agha Sher Shah Moez Ahamed Jamal
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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Islamic banking business - Consolidated Financial Statements ANNEXURE-I
For the year ended December 31, 2018

Details of islamic banking business for the year ended December 31, 2018 is disclosed in Annexure | of the unconsolidated
financial statements.

Details of advances written-off - Consolidated Financial Statements ANNEXURE-II
For the year ended December 31, 2018

Details of advances written-off for the year ended December 31, 2018 is disclosed in Annexure |l of the unconsolidated financial
statements.

Details of disposal of fixed assets - Consolidated Financial Statements ANNEXURE-III
For the year ended December 31, 2018

The particulars of disposal of fixed assets to related parties are given below:

A |
Description Original cost ccuml.J a.ted Book Value |Sale proceeds| Mode of disposal Particulars of buyer
depreciation

SN T TS 1) NS

Leasehold improvements 14,282 11,336 2,946 4,655 Insurance Claim Jubilee General Insurance Company Limited

Furniture and fixtures 955 550 405 533 Insurance Claim Jubilee General Insurance Company Limited

Electrical, office and

computer equipment 7,965 6,102 1,863 2,895 Insurance Claim Jubilee General Insurance Company Limited
Vehicles 1,824 1,641 183 1,492 Insurance Claim Jubilee General Insurance Company Limited
Total 25,026 19,629 5,397 9,575
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HBL Domestic Network

As at December 31, 2018

- Retail Branches Conventional

Name of Region Number of Branches
Bahawalpur 62
Faisalabad 99
Gujranwala 72
Gujrat 76
Hyderabad 60
Islamabad 144
Jhelum 78
Karachi 169
Lahore 115
Mardan 95
Mirpur A.K. 59
Multan 110
Muzaffarabad 40
Peshawar - D.l.Khan 105
Quetta 45
Sahiwal 82
Sargodha 77
Sialkot 81
Sukkur 51
- Islamic Banking 47
- Commercial 19
- Corporate (Including KEPZ) 12
1,698

Subsidiaries

Habib Bank Financial Services (Private) Limited
HBL Currency Exchange (Private) Limited

HBL Asset Management Limited

The First MicroFinanceBank (FMFB) Limited

FMFB Branch Network Number of Branches
Sindh 40
Punjab 74
Balochistan 4
Khyber Pakhtunkhwa 15
Capital Territory 1
Gilgit Baltistan 19
Azad Kashmir 2

155
Associates

Jubilee General Insurance Company Limited
Jubilee Life Insurance Company Limited
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Directors’ Report 2018

On behalf of the Board of Directors, we are pleased to present the Unconsolidated Financial
Statements for the year ended December 31, 2018.

Macroeconomic Review

GDP growth for FY18 rose to 5.8% from the 5.4% achieved in FY17. This was supported by gains in Agriculture and
Manufacturing, with Services maintaining a steady growth rate of 6.4%. However, the first half of FY19 has seen a
slowdown in economic activity with the LSM index for H1FY19 contracting by 1.5% due to demand containment, and
agricultural production declining from FY18 levels. GDP growth, after 3 years of acceleration is now projected to moderate
down to under 4.0%. CPl inflation has been on an upward trajectory and reached a 51-month high of 7.2% in January 2019.
Average inflation for 7MFY19 is 6.2% compared to 3.9% in the same period last year and is expected to be 6.5% — 7.5%
for FY19.

The key determinant of macroeconomic policy has been the balance of payments situation where a protracted and
historically large current account deficit has forced tough decisions on the economy. During FY18, imports rose to an all-
time high of USD 67 billion, ballooning the trade deficit to USD 37 billion. For 7MFY 19 the balance of trade has declined by
5.3% over 7TMFY18; import containment has been somewhat successful with only a 2.4% decrease but, despite the weaker
Rupee, exports have remained stagnant. Remittances, having returned to a nominal growth trajectory in FY18, picked up
pace during the current fiscal year, increasing by 12% and, once again, served to mitigate the negative trade balance. The
current account deficit of USD 8.4 billion for this period, while still significant, represents a 16.8% decline compared to the
same period last year.

With the external account under considerable pressure, the Rupee continued to slide, losing 26% of its value during the
year and crossing Rs 140 before retracting to slightly below this level. After declining by more than 15% from June 2018
levels, foreign exchange reserves rebounded slightly to USD 14.8 billion on inflows from Saudi Arabia and UAE. The
weakening macroeconomic indicators have weighed on Pakistan’s sovereign ratings as Moody’s revised its Outlook on the
current B3 rating to Negative in June while Fitch announced a cut to B- with a Stable Outlook in December. In February,
S&P also downgraded Pakistan’s long-term sovereign credit rating to B-with a Negative Outlook based on external account
concerns. Recently, Moody’s changed its Pakistan Banking System Outlook from Stable to Negative given the industry’s
high exposure to the sovereign and a slowing economy.

The fiscal deficit for FY18 was recorded at 6.6% of GDP, exceeding even the revised target of 5.5%. A similar trend is
apparent for FY19 and Government estimates are for the deficit to reach 6.3% compared to a budgeted level of 5.1%.
Performance on the fiscal front during H1FY19 has remained weak with revenue targets missed as a result of lower tax
rates, the slowing economy and reduction in petroleum levies. On the other hand, expenditure has continued to increase,
driven by rising debt servicing costs and escalating provincial current expenditure. Consequently, the deficit for HIFY19 is
already at 2.7% of GDP.

Given the overall economic context, the equity market underperformed during 2018 with the PSX index showing a
retracement of 8.4% and closing the year at 37,067 points. This is the first time since 1995-1996 that the PSX index has
declined year-on-year for two consecutive years. After a brief rally in January 2019, the downturn in stocks has continued
as the market awaits a clearer roadmap on economic policy and on the timing and quantum of the inevitable IMF program.

Currency in circulation rose by 19%, while Prize Bond issuance has increased substantially. These two developments
indicate a medium-term cash-preference behavior for a broad section of the overall population, largely attributable to tax on
cash withdrawals and other banking transactions. Private sector credit during H1FY19 increased by Rs 570 billion, nearly
double the increase seen in the same period in FY18. This is largely attributed to higher raw material costs as well as
capacity expansions in power and construction related sectors. The SBP has adopted a rapid tightening of monetary policy,
increasing rates in all but one monetary policy; announcement, by a total of 425 bps during 2018. Total industry deposits
grew by 8.0% during 2018, while advances increased by 22.4% over December 2017 levels. Banking system spreads,
after bottoming out in August 2018, have been gradually rising, but the average for 11M18 is still lower than in 2017 due to
the lagged repricing of loans in the rising rate environment.

Financial Performance

HBL’s profit after tax for the year is Rs 11.8 billion, an increase of 53% over 2017, with earnings per share of Rs 8.04
compared to Rs 5.27 in 2017. Pretax profit of Rs 19.8 billion is 28% lower than in 2017 as a result of the multiple one-offs
that affected the Bank’s financial performance in 2018, including the impact of the continued slide in the Rupee and the
remediation, legal and regulatory costs related to its New York branch.

HBL’s balance sheet has grown by 11.9%, to Rs 2.9 trillion in Dec’18. Domestic deposits have increased by 6.8% helped

by continued focus on soliciting current deposits which rose by 12.9% to Rs 709 billion. The mix of current deposits
improved from 35.6% in Dec’17 to 37.6% in Dec’18. HBL has become the first bank in Pakistan to cross Rs 1.0 trillion in
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total advances, driven by continued growth in domestic lending initiated over the last couple of years. Domestic advances
have increased by 30% over 2017 to Rs 913 billion, with a broad-based growth across most business segments.

Key drivers of the domestic business remain strong and on a rising trajectory; average domestic current accounts increased
by 14.9% over 2017 while average domestic loans increased by 32.4%. The average domestic balance sheet grew by
8%, offsetting the spread reduction caused by lower investment yields and lagged loan repricing. Domestic net interest
income is thus marginally higher than for 2017. Aturnaround is evident in international revenues in the last quarter of 2018;
nevertheless, they are significantly lower than last year. HBL'’s total net interest income thus declined by 2% at Rs 76.0
billion in 2018.

Core domestic fees remained strong and increased by 7% over 2017 driven by account operations and card related fees,
consumer financing and general banking charges. Reported fee income at Rs 16.1 billion, is 8% lower as a result of lower
international fee income and a steep, but expected, decline in home remittance income following the extensive de-risking in
end 2017. The Bank’s open FX position has resulted in a revaluation loss of Rs 6.8 billion due to the sharp depreciation of
the Pak rupee; excluding this, FX income grew by 7% on the back of higher trading revenue. The Bank realized significant
capital gains on fixed income bonds in late 2017 in anticipation of a rising interest rate environment. These were not
expected to be replicated and capital gains are Rs 6.0 billion lower than in 2017. Consequently, non-markup income for
2018 is reported at Rs 16.4 billion.

Administrative expenses in 2018 increased by Rs 14.1 billion. This included several one-offs such as the costs related to
New York, consultancy fees for the business transformation project, a new regulatory requirement of deposit insurance
introduced in H2’18, a revision in the minimum pension level and the impact of rupee devaluation on international expenses.
Excluding the impact of these items, the Bank’s administrative expense growth is contained to low single digits.

With the stock market performing poorly during the year, the Bank recorded an impairment charge of Rs 2.9 billion on its
listed equity investments. This, along with higher provisions in the international business, resulted in total provisions of
Rs 4.6 billion for the year. However, domestic recovery streams continue to stay strong with net credit reversals of Rs 1.1
billion and a Rs 1.7 billion reduction in non-performing loans. Asset quality improved from 7.7% in December 2017 to 6.6%
in December 2018, its lowest level in the last 15 years. The Coverage Ratio declined slightly from prior year end levels but
remained strong at 92.6%.

Movement in Reserves

2018 2017
Rupees in million
(Restated)

Profit after tax 11,789 7,731
Unappropriated profit brought forward 87,301 97,446
Effect of retrospective change in accounting policies
- Deficit on revaluation of fixed assets — net of tax - (803)
- Impact of adoption of IFRS 9 — net of tax (65) -
Unappropriated profit brought forward — restated 87,236 96,643
Profit after tax 11,789 7,731
Re-measurement loss on defined benefit obligations — net of tax (153) (1,008)
Transferred from surplus on revaluation of assets — net of tax 58 43

11,694 6,766
Profit available for appropriation 98,930 103,409
Appropriations:
Transferred to statutory reserves (1,179) (706)
Cash dividend — Final (1,467) (5,134)
1stinterim cash dividend (1,467) (5,134)
2" interim cash dividend (1,467) (5,134
3" interim cash dividend (1,467) -
Total appropriations (7,047) (16,108)
Unappropriated profit carried forward 91,883 87,301
Earnings per share (Rupees) 8.04 5.27
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Capital Ratios

Despite the strong asset growth, the unconsolidated Capital Adequacy Ratio (CAR) improved from 15.8% as at December
31, 2017 to 16.4% at the end of 2018, while the Tier 1 CAR was also improved from 12.1% to 12.5%. This has been
underpinned by a continued optimization of Risk Weighted Assets as well as a conservative dividend policy. Both ratios
remain well above regulatory requirements.

Business Developments

Branch Banking continues to be the growth engine for the Bank, both for new customer acquisition as well as low cost
deposit growth. HBL has maintained its leadership position with a market share of nearly 14%. This year HBL added nearly
1 million new customers through its branch network, bringing its total branch customer base to over 11 million.

HBL Asaan Account, offering a simplified account opening process for smaller ticket customers is a key product for
increasing inclusion of the unbanked population. Since the launch of this product, HBL has been a market leader both in
terms of accounts and volume, with a market share of around 25 percent. In 2018, HBL added 187,000 new customers in
this category. The Bank now has nearly 720,000 Asaan accounts with a total deposit balance of over Rs 10 billion.

HBL deepened the Nisa portfolio (the Bank’s Women Markets program) through joint campaigns with the HBL Asaan
Account product to further the Bank’s financial inclusion objectives. Benefits were added to make the program more
attractive. The Nisa program also promotes non-financial services, including workshops, training sessions and networking
opportunities to help grow outreach. In 2018, the Bank added 112,000 new Nisa accounts, bringing the total portfolio to
over 430,000 accounts with a deposit of Rs 34.2 billion. HBL now proudly serves 3 million female customers.

Despite gains by competitors, HBL maintained its position as the market leader in Bancassurance with a share of over
35%. Banca-Takaful, the Islamic variant of this product has now gained increasing acceptance, comprising more than a
third of total sales. During the year the business launched HBL Sahara, a small ticket policy sold through Telesales and
EFU Life’s first product offering through HBL. A strengthened call back control mechanism was also implemented and sales
scripts and product marketing material was revised to strengthen compliance.

HBL is the largest private sector agricultural finance provider with nearly 25% of the commercial bank market share. The
Rural Banking business launched several innovative products this year including a mobile application which captures farm
images through mobile and tower-based data. This tool provides significant data points of the farm including farm images,
farmer pictures and geotagging of the farm along with a date and time stamp. Recently HBL became the first bank in
the industry to integrate its system with the Punjab Land Records Authority, allowing online extraction of title documents
and records of agricultural land holdings of farmers. This will enable ownership verification, ensuring the authenticity and
availability of critical documents.

In line with HBL's customer-centricity goals, the business launched Kisaan ki Awaaz (Voice of the Farmer), a structured
program of town halls where farmers are informed about agriculture finance products along with a series of value added
discussions on agronomy and better farm management. HBL is committed to financial inclusion of the rural population
as this segment is of critical importance to Pakistan’s economic development. For the third year in a row, the Institute of
Bankers Pakistan awarded HBL the Best Bank for Agriculture at the Pakistan Banking Awards. HBL is the only bank to have
won this award since their inception.

HBL aspires to create a consistent quality experience for its existing as well as its prospective clients. Service Quality is a
strategic priority for the Bank and is viewed as a key product offering to our clients. To improve the overall service culture,
a Quality Council was established in 2018. Service pledges by staff, along with reward and recognition programs, have
been launched under the umbrella HBL Cares, to recognize their contribution to the organization’s strategic goals. To align
internal service measures with customer feedback, the governance around monitoring and measurement was strengthened
with internal mystery shopping as well as independent customer surveys. This resulted in tangible improvements in attitude
and product disclosure, branch upkeep and Overall High Satisfaction. The organization-wide focus on visibility of customer
complaints and quick complaint resolution has also improved the Problem Resolution Satisfaction scores.

The Conduct Assessment Framework (CAF) committee worked on various cross-functional initiatives to improve Fair
Treatment to Customers as per the SBP’s guidelines. They were able to achieve an improvement in the Bank’s CAF rating,
from 1.74 in 2017 to 1.81 in 2018. In 2018, 70,140 complaints were received directly by the Bank. On average, 4.67 days
were taken to resolve the complaints.

HBL’'s Consumer Banking business, which helps people achieve their financial aspirations, continued its consistent and
steady growth. In 2018, the portfolio grew by 15% crossing a landmark of Rs 50 billion, with the major contribution coming
from personal loans and auto financing. The overall asset quality continues to be well managed with exceptionally low loss
rates even after several years of sustained growth.

HBL's flagship Platinum Card continues to be one of the most acclaimed and sought-after cards in the market, with its
extensive array of features and discounts for customers and worldwide acceptance. This year, the premium card suite was
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expanded with the launch of the HBL-Qatar Airways Cobrand, which allows cardholders to accumulate air miles against
spend. In 2018, HBL'’s credit card spend grew by 34% over 2017 to Rs 46 billion and VISA adjudged the Bank as the #1
Credit Card in Pakistan based on payment volumes and spend. HBL continues to be the clear market leader in debit cards,
with 5.1 million cards in circulation and launched a Gold debit card targeted at the mass affluent segment. Debit card
usage grew by over 42% to Rs 33 billion. Merchant Acquiring assumed clear market leadership with more than 21,000
POS terminals which processed a throughput of Rs 105 billion.

The Islamic Banking business grew its loans and deposits by over 20% while launching several new products — Islamic
Home Finance, Tijarah (Inventory Financing), an Islamic version of the SBP’s conventional Long Term Facility for Export-
Oriented Projects and Islamic Tractor Financing. A dedicated Internal Shariah Audit unit has been set up within the Internal
Audit function, consisting of adequately trained and skilled staff. During the year, HBL Islamic won the coveted Best Islamic
Window of the year 2017, awarded by the CFA association of Pakistan.

HBL's Corporate Banking business demonstrated an exceptional performance, growing its loan book by 38% and acquiring
30 new relationships focussed on developing new market segments. The overall client relationship became the key driver
of performance and cross-sell of HBL's powerful suite of products was emphasised. Renewed focus on trade resulted in a
46% growth in volumes.

Leadership in Investment Banking was strengthened and multiple landmark transactions were executed. These included a
330 MW indigenous coal-based power plant, a USD 190 million foreign currency financing facility for an electricity company
and a first-of-its-kind privately placed book built Sukuk issue for a steel manufacturer. The Bank has received several
accolades from both local and international bodies for its prowess in Investment Banking. Some of the most significant
include the Best Investment Bank in Pakistan — International Banker, FinanceAsia, AsiaMoney and the Pakistan Banking
Awards, Regional Bank of the Year for Belt and Road Initiatives in Southeast Asia — FinanceAsia and Best Bank for
Infrastructure / Project Finance in the Region in South Asia — AsiaMoney.

HBL continues to lead the Transaction and Employee Banking space with a market share of 37% in cash management
and 55% in employee banking through its proprietary HBL At Work (HAW) initiative. Total throughput in these initiatives
increased to over Rs 3.1 trillion with over 2,000 mandates. HBL now processes nearly Rs 200 billion in salary payments to
almost 1 million employees. In 2018, the product offering was extended to mid-market and commercial customers along
with the launch of an Islamic HAW product.

HBL — SEMS (Social & Environmental Systems) continued to work with the SBP providing support in the development of
the Green Banking Guidelines (GBG). In line with the facilitation requirements of the GBG, a Solar Product Development
training course was conducted. An Environmental Committee has been formed and various Own Impact Reduction
initiatives are underway. The ESG diligence process is already embedded in all corporate banking credit approvals with
the environmental impact of HBL's financing scrutinized by the SEMS team. In 2018, this discipline was extended to other
lending businesses.

HBL's Treasury strengthened its position in the domestic fixed income market by retaining its top-ranked Primary Dealer
status for the fourth consecutive year. Over the course of the year the business hosted high-profile seminars in Karachi,
Lahore, and Islamabad to keep clients updated about current and expected macroeconomic developments and their impact
on business and industry. All three events were well-attended by leaders and executives as well as representatives from
the not-for-profit and the public sectors. The Islamic Treasury successfully implemented the OPICS+ system during the
year ensuring that risk management of the Islamic Banking balance sheet is accomplished via a state-of-the-art technology
platform.

In 2018, the Bank accelerated its digitization drive and proactively engaged in conversations about digitization and
innovation across the businesses with key internal and external stakeholders. 2018 was also a leap forward in our journey
to enhance the customer’s digital experience as both the Mobile and the Internet Banking platforms were revamped
and relaunched with a far superior user experience and interface. The new versions have enabled key services which
were previously available only through branch visits. These have now also been launched in key international locations.
Redundancy was built into the technology infrastructure on which the Mobile, Internet and Konnect applications run, to
meet the stringent uptime requirements demanded by these applications.

The Bank was also the first in the market to leverage opportunities on the asset side by offering Personal Loans using
the Mobile App. Approval time has been reduced to hours with approved loans being disbursed directly to the customer’s
account. This revolutionary offering has created ease for our clients, with a quick turnaround and a more personalized
offering to meet their financing needs. So far over Rs 1 billion have been disbursed through this product enhancement.

Konnect with its end-to-end Digital customer acquisition and servicing model was rolled out in July and, by the end of the
year, had enrolled 1.4 million New to Bank customers; 25% of Konnect account holders are women. By leveraging key
digital principles of a frictionless customer journey and a high degree of personalization, this mobile platform was built using
agile methodology and leveraging a network of 40,000 agent locations Konnect offers a range of services for customers
including a biometric authentication based instant account opening while adhering to high compliance standards. A pilot of
open/collaborative banking through APIs was successfully deployed with integrations for two e-commerce merchants. This
is expected to gather momentum in 2019.
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HBL recognizes data to be a valuable organizational asset and a critical driver of the digital business model. 2018 saw
the roll out of a comprehensive data strategy which included the initiation of a formal data governance program under the
guidance of a Data Governance Council. A centralized advanced analytics team has also been created and has undergone
extensive training in artificial intelligence / machine learning techniques. Initial analytics projects are already underway
which will help HBL in providing highly personalized client offerings.

In 2018, the Bank completed a strategic review of its global footprint, which it continued to consolidate, closing its
Paris branch and progressing the orderly winddown of the Seychelles business. In the aftermath of the accelerated de-
dollarization and de-risking carried out in late 2017 and early 2018, this has been a year of rebuilding for the international
network, with a new strategy for the overall network focused on business / trade corridor connectivity with Pakistan. As the
largest executor of CPEC related financing in Pakistan, special emphasis has been placed on Pak-China business flows.
USD clearing challenges faced in 2018 have been addressed through new arrangements, along with enhanced controls
and resources for payment screening and correspondent query management. Countries continue to make significant
progress in improving their compliance systems, processes and governance. Indigenization is a new focus area and HBL
will seek to on-board qualified local talent in the diverse locations in which it operates.

During the year HBL's Urumgi Branch was granted an RMB license by the China Banking and Inspection Regulatory
Commission (CBIRC) and is targeted to commence RMB business at the end of Q1 2019. This will uniquely position HBL
to offer door to door RMB intermediation. During the year, in-principle approval was received from SBP for upgrading HBL's
Representative Office in Beijing to a branch and work is in progress on obtaining regulatory approvals in China.

The initiative that consumed 2018 was HBL's Business Transformation program, which is a multiyear change initiative,
centered on making the Bank fit for purpose with sufficient controls and mitigants for handling risks across all geographies
in which the Bank operates. The program focusses on four key pillars — Governance, people, processes and technology —
to ensure that the change is sustainable. These pillars cut across the entire organization, end-to-end and front-to-back, so
that all of HBL's business and support functions are aligned to the change agenda.

New and enhanced control standards were enforced to create a robust governance framework, ensuring that the
transformation is embedded throughout the organization and becomes part of the Bank’'s DNA. Customer onboarding,
risk rating and related processes were totally revamped to create a strong control framework that can safeguard the
Bank against Money Laundering (ML), Terrorist Financing (TF) and Know Your Customer (KYC) related risks. Continuous
and repeated training, development and communication reinforced the transformation initiatives. Compliance and AML
technology systems were upgraded to align with international best practices for sanctions screening and transaction
monitoring so that ML, TF and KYC risks are adequately identified, assessed, mitigated and managed.

In 2018, the Bank took several initiatives to protect its customers against fraud and theft. HBL secured all 2,100+ ATMs
with Skimming Protection Solutions and anti-skimming devices, making HBL the largest secured network in the country.
Domestic EMV acquiring has been rolled out in line with Payment Card security regulations which enables HBL ATMs
to acquire and process local EMV and Chip based transactions. All new card issuance is now EMV (Chip) based, which
reduces the risk of card cloning to a very large extent. In order to enhance protection against fraudulent international usage,
the Bank'’s debit cards have been configured so that they cannot be used outside Pakistan by default. Customers have to
call and activate their cards for international POS and ATM usage. Likewise, 3D Secure has been implemented for all debit
and credit card e-commerce transactions, thus reducing the possibility of fraudulent usage. HBL is now enrolled with Visa
and Mastercard in their fraud monitoring programs, which enables the Bank to define rules and limits as appropriate to
identify and prevent fraudulent transactions.

HBL continued to consolidate its strong brand equity throughout 2018. In research conducted by an independent external
agency, HBL maintained its leadership position within the financial sector and its highest brand equity score remains more
than twice that of its nearest competitor. HBL's marketing efforts were recognized by the World Branding Awards, which
once again rated the Bank as Brand of the Year — Banking, Pakistan.

HBL Pakistan Super League (HBLPSL) remained the premier event on the country’s sporting calendar and continues to
advance the goal of bringing international cricket back to Pakistan. Each year, this tournament provides a platform for the
youth of the country to showcase their talent and fulfill their dreams and ambitions, enabling the discovery of new cricketing
stars. HBL has renewed its title sponsorship and is delighted to be continuing its association with the country’s signature
sporting event.

Human Resources

HBL aims to make the Bank an ‘Employer of Choice’ for top talent in the market.

In line with the Bank’s strategy to increase bench strength in senior positions and to develop the future leadership of HBL,
a number of highly experienced professionals were inducted as part of the Bank’s Executive team. Interactive engagement

sessions and town halls with the President and senior team members were held throughout the network to facilitate
interaction with the field staff and to share the Bank’s strategy and future plans.
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With the objective of creating and developing an engaged workforce within the Bank, an engagement survey was rolled
out for the first time. This was enthusiastically received with 82% of HBL's employees availing the opportunity to provide
feedback. The overall engagement level of 78% was ahead of Mercer’'s 74% global average, reflecting positively on the
interaction within the Bank. The focus going forward is for all teams to develop and implement their own engagement plans
which will resultantly drive higher performance within the organization and also enhance employee retention.

To attract outstanding millennials, 30 high potential employees were selected as part of ‘The League’, the Bank’s avidly
sought-after Management Trainee program. As part of their development, selected individuals were provided short
international assignments. To develop the leadership pool as part of the Bank’s Talent Management program, structured
plans were developed to engage and retain high potential employees. Over 1,200 staff were hired to build front-line talent
in the branch network through program-based hiring. We were also selected as one of only two banks in Pakistan to be
designated as a Training Organization Outside Practice (TOOP) by the Institute of Chartered Accountants, Pakistan which
allows articleship to be completed through work experience at the Bank.

As always, building employee capacity remained a key area of focus. In particular, emphasis was placed on creating
and driving a compliance culture and delivering the learning and training aspect of the Bank’s business transformation
initiatives. Specific learning interventions were rolled out that resulted in accomplishing a total of over 750,000 manhours
of training during the year, including through e-learning programs covering a wide range of topics. High-end training
was provided to over 180 IT employees where constant upgradation of skills is critical in a rapidly changing technology
environment. More than 1,000 staff received Islamic Banking training while several also attended external training courses
offered by SBP, IBA-CEIF and ETICHA Institute of Islamic Finance.

HBL places great emphasis on creating a diverse culture and promoting a healthy gender mix in its global workforce.
Specific programs such as ‘HBL Elevate’ and ‘HBL Beacon’ were rolled out to develop women leadership. Progressing
towards its objectives of increasing women representation in the Bank, emphasis was placed on hiring at least 30% women
in new hires. In IT, the Bank hired an all-female batch of fresh IT graduates and onboarded them after an eight-week
training program. These concerted efforts have resulted in the percentage of female employees increasing from 14.8% in
2017 to 15.7% in 2018. It is very encouraging that HBL'’s efforts in this area have been recognized, with the Bank receiving
an award for ‘Employer of Choice for Gender Balance’ from IFC and the Pakistan Business Council.

Risk Management Framework

Effective risk management is the cornerstone of HBL'’s strategic priorities. This is articulated in the Bank’s risk appetite
which is set by the Board in line with international best practices, regulatory requirements and evolving business needs.

The Bank continuously evaluates its risk architecture and governance framework through the Board Risk Management
Committee which monitors, assesses and manages the risk profile of the Bank on an ongoing basis. Various risk committees
at the senior management level are responsible for oversight and execution whereas day-to-day risk management activities
are delegated to different levels through multi-tier management supervision and clearly articulated policies and procedures.

To further strengthen monitoring of the investment portfolio, the Bank has implemented Value-at-Risk (VaR) based limits;
this is a key milestone achieved towards the adoption of the Basel Internal Models Approach (IMA).

Policies, procedures and systems are in place to govern Operational Risk Management practices in a systematic and
consistent manner. Key tools such as Risk Control Self-Assessment (RCSA), Key Risk Indicators and Operational Loss
Data Management, are used to gauge the likelihood and severity of operational risk. The Operational Risk Profile and
Fraud Risk Assessment are regularly shared with senior management and the Board Risk Management Committee. The
Bank uses stress testing and scenario analysis to proactively assess the impact of different operational loss scenarios.

Management of Compliance risk has remained high on HBL's agenda for 2018. During this year, a dedicated Board
Compliance & Conduct Committee was formed to improve governance and oversight of this critical area.

As part of the Bank’s transformation program, HBL has upgraded its Sanctions screening and transaction monitoring
systems while graduating to a real-time customer risk rating methodology incorporating FATF, Basel and Wolfsberg
guidelines. Staffing has been more than doubled and subject matter experts have been inducted in new areas such as
Trade-Based Money Laundering, compliance training and project management. HBL has developed a holistic Financial
Crime Risk Assessment based on local and international best practices to better dimension and mitigate its Compliance
risk.

The emphasis on Compliance training translated into the rollout of improved programs, both for e-learning as well as for
classroom training. A suite of e-Learning modules was developed in Urdu, in addition to English, to ensure that the training
is appropriately delivered and achieves maximum outreach and knowledge retention.

As consumers increasingly adopt and depend on mobile and digital technologies for their business as well as lifestyle

needs, Information Security has become a critical business function and an essential component of governance. HBL is
committed to protecting its clients and their information and has increased its efforts to stay ahead of industry trends. HBL
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continues to strengthen its cyber defenses by utilizing effective preventive and detective information security measures
to counter evolving threats. In 2018, HBL successfully retained its PCI DSS certification, the de facto security standard
for the Payment Card industry and remains the only bank in the country to have achieved this milestone. During the year
HBL also achieved ISO 27001 international information security related certification. These measures allow HBL to provide
protection, confidence and security to clients while offering them innovative digital solutions. Support was also provided
to our UK and European operations to enable them to meet the September 2018 deadline of adherence to the EU’s new
GDPR regulations.

Corporate Social Responsibility (CSR)

Giving back to society is one of HBL's core values and the Bank continues to play its role as a responsible corporate citizen.
In order to promote sustained economic and social development to the communities it serves, the Bank contributes 1% of
its annual profit after tax to the HBL Foundation, which was established in 2009 to promote the development and well-being
of the underprivileged, and improve their quality of life. During 2018, the Bank donated Rs 128 million, both to the HBL
Foundation and also directly to deserving causes.

In 2018, significant financial support was provided to various organizations across Pakistan, primarily focusing on health
and education. 29 doctors of Indus Hospital benefited from the Emergency Medicine Training Program which will provide
free health care to the general public. 12 free eye surgical camps were setup in collaboration with Marie Adelaide Leprosy
Center in Balochistan and Gilgit Baltistan, bringing the total number of beneficiaries to more than 15,000. HBL also partnered
with the Cancer Care Hospital and Research Center, Jinnah Post Graduate Medical Center, Lady Dufferin Hospital and
Aga Khan Health Service all of which will ultimately benefit the less privileged sections of society.

HBL firmly believes that education will be the driving force for the economic uplift of the people of Pakistan. Vocational
training, conventional education and skill development were all invested in through collaboration with Helping Hands
Welfare Association, Network of Organizations Working for People with Disabilities (NOWPDP) and others. Contributions
were made to institutions across the country including a youth vocational training center in Skardu, Baltistan, and higher
educational institutions in Balochistan and in interior Sindh. HBL's support has also facilitated The Citizens Archive of
Pakistan to set up an interactive museum in an underprivileged area of Lahore.

Corporate volunteering is a key strategic agenda for the Bank and in 2018, more than 500 employees dedicated their time
and resources to social and national causes. HBL, in collaboration with | AM KARACHI, participated in the Heritage Walk
which aims to rekindle the general public’s interest in the city’s heritage and historic sites. Employees collaborated with the
Indus Hospital to launch a Blood Donation Drive and organized an Eid Milan Party for special children.

HBL, in collaboration with the World Wildlife Fund, celebrated the World Environment Day with this year’s theme/tag line
#BeatPlasticPollution. An interactive awareness session for employees was organized and as a sequel, Karachi employees
participated in a ‘Beach Clean’ Activity. 150 employees at the Bank’s IT Innovation Center organized a plantation drive
around the premises, sending out a strong message for the need to plant trees and contribute to the environment.

Donations to the HBL Foundation and others are disclosed in Note 28.4 to the financial statements.
Credit Ratings

The Bank’s credit ratings were re-affirmed in June 2018 by JCR-VIS at AAA/A-1+ for long-term and short-term respectively.
At the end of the year, JCR-VIS also restored the Outlook on HBL'’s ratings to Stable and the rating of the subordinated debt
to AAA. In doing so, the rating agency cited the improvements in HBL's corporate governance framework in general and
compliance in particular, and reflected the Bank’s position as Pakistan’s largest commercial bank with systemic importance,
a strong franchise and diversified operations. Moody’s also reaffirmed HBL's local currency deposit ratings at B3 and the
baseline credit assessment at caa1. Based on Moody’s rating of the sovereign as B3 Negative, the Bank’s foreign currency
rating is at Caa1 with the Outlook on the overall ratings as Negative.

Future Outlook

The headwinds affecting Pakistan’s macroeconomics have intensified. The country’s historical problem with the twin
deficits, suppressed for some time, has resurfaced, with a combined deficit of over 12%. Core inflation continues to rise
and, despite some curbing of demand, is expected to increase further with the knock-on effects of the exchange rate
movements and higher electricity and gas tariffs. There is an urgent need to revitalize industrial production and stimulate
exports which, despite the currency devaluation, have failed to show meaningful performance. On the fiscal side, with the
rising rate environment leading to spiraling debt servicing costs, revenue enhancements through a meaningful widening of
the tax base remain imperative. Infrastructure gains made under the first phase of CPEC now need to be leveraged with
export-centric industrial expansion in Phase Il

Support from friendly countries has temporarily averted a balance of payments crisis. However, given the looming
repayments in 2019 IMF assistance will be required and a program appears to now be very much on the cards. However,
this will require the Government to take tough steps on energy prices, ailing public sector enterprises and circular debt and
to implement sweeping taxation reform.
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After a challenging year, HBL is expected to deliver improved performance in 2019. Some of the exceptional cost pressures
faced in 2018 will abate in both the domestic and international businesses as the external costs of the Bank’s business
transformation and the New York related remediation expenses have peaked. The Bank’s investment in its transformation
program is, as expected, now becoming a competitive advantage for the Bank and is being recognized by local and
international partners and stakeholders.

HBL, as a Technology Company with a Banking License will accelerate its digital journey in 2019 transforming the customer
experience through innovative products and channels. The Mobile First strategy will ensure that we keep delighting our
customers with new product and feature offerings to make this their Lifestyle App of choice. Service quality, where much
remains to be done, will remain a priority for the foreseeable future. Gains made under the Bank’s business transformation
program will be further embedded so that world class standards are achieved and maintained in all aspects of operations.
The Bank is fully committed to its objective of financial inclusion for all and in female empowerment. With its growing
balance sheet, improved capital strength and unmatched footprint across all channels, HBL has the capacity and the
determination to make a significant contribution to the development of the country and its economy.

Dividend

The Board has recommended a final cash dividend of Rs 1.25 per share for the year ended December 31, 2018,
bringing the total cash dividend for the year to Rs 4.25 per share. The Board had earlier declared and paid interim
cash dividends totalling Rs 3.00 per share.

Change in Directors

Mr. Sajid Zahid retired from the Board of Directors on March 26, 2018, at the conclusion of his term, after having served
on the HBL Board since 1999. The Board wishes to place on record its deepest appreciation for the contribution and wise
counsel of Mr. Zahid. On March 27, 2018, the remaining six retiring Directors were elected to a new three-year term on the
Board of HBL.

Ms. Sadia Khan was elected as a Director on March 27, 2018. Ms. Khan has extensive domestic and international
experience, having served with multilateral organizations, and in the areas of financial regulation and entrepreneurship.
The Board welcomes Ms. Khan and looks forward to her contribution.

Meetings of the Board

Board Meeting
“:3::;%2:::: Attendance
Mr. Sultan Ali Allana 10 10
Mr. Shaffiq Dharamshi 10 9
Mr. Moez Ahamed Jamal 10 10
Mr. Salim Raza 10 10
Dr. Najeeb Samie 10 10
Mr. Agha Sher Shah 10 8
Mr. Sajid Zahid ' 3 3
Ms. Sadia Khan 2 7 7
Mr. Rayomond H. Kotwal 3 4 4
Mr. Muhammad Aurangzeb * 6 6

" Mr. Sajid Zahid completed his term as a Director on March 26, 2018

2 Ms. Sadia Khan was elected as a Director with effect from March 27, 2018

3 Mr. Rayomond H. Kotwal was appointed as Acting President & CEO effective December 1, 2017 to April 29, 2018
4 Mr. Muhammad Aurangzeb was appointed as President & CEO effective April 30, 2018
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Meetings of Board Committees

Audit Committee Risk Mana_gement Human R_esource ar_)d Board Complian_ce &
Committee Remuneration Committee Conduct Committee
Meetings Meetings Meetings Meetings
held during | Attendance | held during | Attendance | held during | Attendance | held during | Attendance
tenure tenure tenure tenure

Mr. Sultan Ali Allana N/A N/A N/A N/A 6 6 N/A N/A
Mr. Shaffiq Dharamshi N/A N/A 4 4 5 5 N/A N/A

Mr. Moez Ahamed Jamal 8 8 N/A N/A 1 1 6 6
Mr. Salim Raza N/A N/A 4 4 N/A N/A N/A N/A
Dr. Najeeb Samie 8 8 N/A N/A N/A N/A N/A N/A
Mr. Agha Sher Shah N/A N/A N/A N/A 6 5 N/A N/A
Mr. Sajid Zahid * 2 2 1 1 N/A N/A N/A N/A

Ms. Sadia Khan 2 6 6 N/A N/A 4 4 6 6
Mr. Rayomond H. Kotwal ® N/A N/A 2 2 N/A N/A N/A N/A
Mr. Muhammad Aurangzeb * N/A N/A 2 2 N/A N/A N/A N/A

" Mr. Sajid Zahid completed his term as a Director on March 26, 2018

2 Ms. Sadia Khan was elected as a Director with effect from March 27, 2018

3 Mr. Rayomond H. Kotwal was appointed as Acting President & CEO effective December 1, 2017 to April 29, 2018
4 Mr. Muhammad Aurangzeb was appointed as President & CEO effective April 30, 2018

Meetings Meetings Meetings
held during | Attendance | held during | Attendance | held during | Attendance
tenure tenure tenure

Mr. Sultan Ali Allana 3 2 N/A N/A N/A N/A
Mr. Shaffiq Dharamshi N/A N/A 11 11 N/A N/A
Mr. Moez Ahamed Jamal N/A N/A N/A N/A N/A N/A
Mr. Salim Raza 3 3 N/A N/A 4 4
Dr. Najeeb Samie N/A N/A 11 11 N/A N/A
Mr. Agha Sher Shah N/A N/A N/A N/A 4 4
Mr. Sajid Zahid * N/A N/A N/A N/A N/A N/A
Ms. Sadia Khan 2 N/A N/A N/A N/A N/A N/A
Mr. Rayomond H. Kotwal 3 N/A N/A N/A N/A N/A N/A
Mr. Muhammad Aurangzeb * 3 3 N/A N/A 2 2

" Mr. Sajid Zahid completed his term as a Director on March 26, 2018

2 Ms. Sadia Khan was elected as a Director with effect from March 27, 2018

3 Mr. Rayomond H. Kotwal was appointed as Acting President & CEO effective December 1, 2017 to April 29, 2018
4 Mr. Muhammad Aurangzeb was appointed as President & CEO effective April 30, 2018

The Board IT Committee was reconstituted on February 15, 2018

The Board Committee on Agri, SME and Financial Inclusion was formed on April 10, 2018 and renamed as the Development Finance Committee on
May 30, 2018

The Board Committees were reconstituted on April 10, 2018

Ms. Sadia Khan was co-opted in the Board Human Resources and Remuneration Committee from May 30, 2018

In addition to the above, a Board Oversight Committee — International Governance was formed in the Board Meeting held
on December 14 & 15, 2018, to bring dedicated focus on the international business. The committee is chaired by Mr. Sultan
Ali Allana and includes Dr. Najeeb Samie and Mr. Muhammad Aurangzeb. The committee has not held any meetings in
2018.

Auditors

The current auditors, Messrs. A. F. Ferguson & Co., Chartered Accountants, retire and, being eligible, offer themselves for
reappointment at the Annual General Meeting. Accordingly, the Board of Directors, on the recommendation of the Board
Audit Committee, recommends the appointment of Messrs. A. F. Ferguson & Co., Chartered Accountants, as the auditors
of the Bank for the financial year 2019.




Statement on Corporate and Financial Reporting

The Board is committed to ensure that the requirements of corporate governance set by the Securities and Exchange
Commission of Pakistan are fully met and the Directors are pleased to report that:

a)  The financial statements prepared by the management of the Bank present a true and fair view of the state of its
affairs, operational results, cash flows and changes in equity.

b)  Proper books of accounts of the Bank have been maintained.

c)  Otherthan the changes as disclosed in Note 4.1 to the financial statements, accounting policies have been consistently
applied in the preparation of financial statements and accounting estimates are based on reasonable and prudent
judgment.

d) The Bank has followed International Financial Reporting Standards (as applicable to Banks in Pakistan) in the
preparation of its financial statements and there is no departure from the said standards.

e) As a continuous process, efforts have been made to effectively implement the internal control system. HBL follows
the SBP Internal Control Guidelines, including the roadmap and the guidelines for Internal Controls over Financial
Reporting (ICFR). The Bank has evaluated its ICFR process and developed a Framework document for the
management of ICFR, including a Management Testing and Reporting Framework.

f) There are no doubts about the Bank’s ability to continue as a going concern.
g)  There has been no material departure from the best practices of corporate governance as detailed in the Code.

h)  Key operating and financial data for the last six years is presented in the financial statements under the section
“Growth 2013 to 2018 — Consolidated”.

i) The Directors, CEO, CFO and Company Secretary have confirmed that neither they nor their spouses are engaged
in the business of stock brokerage.

j) Audit, Human Resource and Remuneration, Risk Management, IT, Compliance and Conduct, Development Finance
and Board Oversight Committees constituted by the Board are functioning efficiently in accordance with their Terms
of Reference. The Board has met regularly and held ten meetings in the year, including at least once in every quarter.

The Board is pleased to endorse the statement made by the management relating to Internal Controls. The Statement of
Internal Control, the Statement of Compliance with the Code, the Review Report on Statement of Compliance with the
Code and the Auditor's Reports are attached to the Financial Statements.

Events After the Balance Sheet Date

The Finance Supplementary (Second Amendment) Bill, 2019 laid down before the National Assembly of Pakistan on
January 23, 2019, amended the rates of Super Tax noted in the earlier Finance Act 2018 and prescribed a flat rate of 4%
super tax for all accounting years from 2017 to 2020. The changes proposed by the Bill are being deliberated and have not
yet been enacted. If the Bill is enacted in its proposed form, the potential financial impact of the revision in the rate of Super
Tax for the accounting year 2017 would amount to Rs 1,933 million.

Value of Investments in Employee Retirement Benefits Funds

The table below shows the value of the investments of the provident, pension, gratuity and benevolent funds maintained
by the Bank, based on their audited financial statements as at December 31, 2018.

Rupees in million
Employees’ Provident Fund 6,176
Employees’ Pension Fund 4,351
Employees’ Gratuity Fund 1,845
Employees’ Benevolent Fund — Executives and Officers 1,446
Employees’ Benevolent Fund — Clerical and Non-Clerical 699

Pattern of Shareholding

The pattern of shareholding as at December 31, 2018 and the trading in the Bank’s shares by Executives, as defined by
the Board of Directors under the Code is given in the Annual Report under the requirements of the Code.
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Parent Company

As disclosed in Note 1.1 of the financial statements, The Aga Khan Fund for Economic Development (AKFED), S.A. is the
parent company of the Bank and its registered office is in Geneva, Switzerland.

Training programs attended by Directors

As mentioned in the Statement of Compliance with the Code of Corporate Governance (the Code), a majority of the
Directors have previously attended the SECP approved Directors’ Training program offered by the Institute of Business
Administration, Karachi and are certified as Directors in accordance with the Code. During this year, the Board attended a
two-day training program on Financial Crime Prevention organized by the Commonwealth Development Corporation PLC
(CDC), to ensure an appropriate level of focus on this critical area.

Composition of the Board and Board Committees

The composition of the Board and details of the Board Committees are given in the Statement of Compliance with the Code
of Corporate Governance.

Compensation of Directors

The Directors are paid Rs 400,000 for attending Board and Committee Meetings. In addition, the non-Executive Directors
are entitled to receive TA/DA and fare for travel as per the TA/DA policy approved by the Board from time to time. These
were approved by the Shareholders in the Bank’s Extraordinary General Meeting held on March 19, 2018.

The aggregate amount of fees paid to the Directors is disclosed in Note 38 to the Unconsolidated Financial Statements.
Appreciation and Acknowledgement

On behalf of the Board and management, we would like to place on record our appreciation for the efforts of our Regulators
and the Government of Pakistan, in particular the State Bank of Pakistan, the Ministry of Finance and the Securities
and Exchange Commission of Pakistan, for developing and strengthening the banking and financial industry through
continuous improvements in the regulatory and governance framework.

We are indebted to our customers, many of whom have banked with us for generations, and who continue to entrust us with
their business and confidence. Our shareholders have provided steadfast support and to them and to all our stakeholders,
we are deeply grateful. The Board and the management remain committed to maintaining the highest standards of

governance and we assure our stakeholders that we will be industry leaders in this area. We would also like to thank our
employees and their families for their dedication and their tireless efforts towards the growth of HBL.

On behalf of the Board

Muhammad Aurangzeb Moez Ahamed Jamal
President & Chief Executive Officer Director

February 20, 2019
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Independent Auditor’s Report

To the members of Habib Bank Limited
Report on the Audit of the Unconsolidated Financial Statements

Opinion

We have audited the annexed unconsolidated financial statements of Habib Bank Limited (the Bank), which
comprise the unconsolidated statement of financial position as at December 31, 2018, and the unconsolidated profit
and loss account, 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 109 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 profit and loss account, 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 December 31, 2018 and of the profit and other comprehensive income, the changes in equity
and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in Pakistan.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Unconsolidated 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.

Following are the Key Audit Matters:

S.
No.

1 | Provision against advances
(Refer note 9.5 to the unconsolidated financial statements)

Key Audit Matters How the matter was addressed in our audit

The Bank makes provision against advances on a time based | Our audit procedures to verify provision against
criteria that involves ensuring all non-performing loans and | advances, amongst others, included the following:
advances are classified in accordance with the ageing criteria

specified in the Prudential Regulations (PRs) issued by the | We reviewed the design and tested the operating
State Bank of Pakistan (SBP). effectiveness of key controls established by the Bank

to identify loss events and for determining the extent
In addition to the above time based criteria the PRs require a | of provisioning required against non-performing
subjective evaluation of the credit worthiness of borrowers to | loans.

determine the classification of advances.
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Key Audit Matters

How the matter was addressed in our audit

The PRs also require the creation of general provision for the
consumer portfolio.

Provision against advances of overseas branches is made as
per the requirements of the respective regulatory regimes.

The Bank has recognized a net provision against advances
amounting to Rs. 1,918.40 million in the unconsolidated profit
and loss account in the current year. As at December 31, 2018,
the Bank holds a provision of Rs 66,276.83 million against
advances.

The determination of provision against advances based on
the above criteria remains a significant area of judgement and
estimation. Because of the significance of the impact of these
judgements/estimations and the materiality of advances relative
to the overall statement of financial position of the Bank, we
considered the area of provision against advances as a key
audit matter.

The testing of controls included testing of:

= automated (IT system based) controls over
correct classification of non-performing advances

on time based criteria;

= controls over monitoring of advances with higher
risk of default and correct classification of non-
performing advances on subjective criteria;

= controls over accurate computation and recording
of provisions; and

= controls over the governance and approval
process related to provisions, including continuous
reassessment by the management.

In accordance with the regulatory requirement, we
sampled and tested at least sixty percent of the
total advances portfolio and performed the following
substantive procedures for sample loan accounts:

= verified repayments of loan / mark-up installments
and checked that non-performing loans have
been correctly classified and categorized based
on the number of days overdue.

= examined watch list accounts and, based on
review of the individual facts and circumstances,
discussions withmanagementand ourassessment
of financial conditions of the borrowers, formed a
judgement as to whether classification of these
accounts as performing was appropriate.

We checked the accuracy of specific provision
made against non-performing advances and of
general provision made against consumer finance
by recomputing the provision amount in accordance
with the criteria prescribed under the PRs.

We issued instructions to auditors of those overseas
branches which were selected for audit, highlighting
‘Provision against advances’ as a significant risk.
The auditors of those branches performed audit
procedures to check compliance with regulatory
requirements and reported the results thereof to us.

Regulatory Matters in respect of New York Branch
(Refer note 21.3.2 to the unconsolidated financial statements)

The Bank operates a branch in New York which is licensed by
the New York State Department of Financial Services (NYSDFS)
and is also subject to supervision by the Federal Reserve Bank
of New York (FRBNY).

On September 07, 2017, NYSDFS, the Bank and the New York
Branch agreed to a Consent Order. Pursuant to the Consent
Order, the expanded review by an independent third party is
currently in progress. The US Attorney’s office for the Eastern
District of New York, a component of the U.S. Department of
Justice (DOJ), had sought documents in relation to the Bank’s
compliance with the anti — money laundering laws and the Bank
Secrecy Act.

Our audit procedures included the following:

® we held discussions with the senior management
and the Board Audit Committee to obtain their
views on the status of the regulatory matters
and any potential impact on the unconsolidated
financial statements;

= we met and held discussions with the Bank’s
legal counsel dealing with the HBL NY matter
in Pakistan to understand the nature and status
of the regulatory action and any further potential
exposure;
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Key Audit Matters

How the matter was addressed in our audit

When there is a possibility of outflow of economic resources,
the related disclosure is key to understanding the risk. As is
acknowledged in the note, the management considers that
resolution of the above matters cannot be determined at this
stage including any possible impact on the Bank. The said matter
has been disclosed as a contingency in the unconsolidated
financial statements. Given the level of uncertainty involved, the
matter was identified as a significant risk and considered a key
audit matter.

we reviewed relevant

correspondence ;

regulatory

we obtained a legal opinion from the Bank’s
external legal counsel;

we read the minutes of meetings of the Board
to assess the appropriateness of conclusions
reached; and

we assessed the disclosure made on this matter
in the unconsolidated financial statements
to determine whether it complied with the
applicable financial reporting framework.

Retirement benefit obligations
(Refer note 36 to the unconsolidated financial statements)

The Bank operates various defined benefit schemes for its
employees.

Determining the liability in respect of defined benefit obligations
involves the use of estimates and is sensitive to demographic
and financial variables that are used in calculating the present
value of defined benefit obligations. As a result, actual amounts
may be significantly different from the amount recognized on the
statement of financial position.

The provision for employee retirement benefits includes liability
in respect of pension payable to eligible employees. During the
year, the Honorable Supreme Court of Pakistan announced a
judgement based on a proposal submitted by banks, including
Habib Bank Limited, in which it raised the minimum monthly
pension of employees. Based on legal advice, and in accordance
with the judgement of the Honorable Supreme Court, the Bank
has commenced pension payments.

We focused on this area as a key audit matter because the
judgement of the Supreme Court in relation to pensions was a
significant development during the year. Also, the whole subject
of valuation of retirement benefit obligations is complex and
requires significant judgment in choosing appropriate actuarial
assumptions including the involvement of management’s
experts.

Our audit procedures to assess the determination of
the retirement benefit obligations, amongst others,
included the following:

we tested the fair value of the scheme’s assets;

we independently verified, on a test basis,
the Bank’s data used by the actuary in the
calculation;

we engaged an independent actuarial expert to
assess the reasonableness of management’s
key assumptions and actuarial calculations;

we reviewed a legal opinion obtained by the
management in respect of pension matter;

we reviewed Board minutes where the pension
matter was specifically discussed to assess
appropriateness of conclusions reached; and

we also assessed the disclosure made on
this matter in the unconsolidated financial
statements to determine whether it complied with
the applicable financial reporting framework.

Change in format of the financial statements
(Refer note 4.1.3 to the unconsolidated financial statements)

The State Bank of Pakistan (SBP) has amended the format of
annual financial statements of banks. All banks are directed to
prepare their annual financial statements on the revised format
effective from the accounting year ending December 31, 2018.
Accordingly, the Bank has prepared these unconsolidated finan-
cial statements on the new format prescribed by the State Bank
of Pakistan.

As part of this transition to the new requirements, the
management performed a gap analysis to identify differences
between the previous and current format. The adoption of
the new format required certain recognition requirements
and reclassification of certain financial information. The
amended format also introduced certain new disclosures in the
unconsolidated financial statements.

In view of the significant impact of the first time adoption of the
revised format on these unconsolidated financial statements, we
considered this as a key audit matter.

We reviewed and understood the requirements
of the SBP’s amended format of annual financial
statements for banks. Our audit procedures included
the following:

considered the management’s process to identify
the changes required in the unconsolidated
financial statements to comply with the new
format; and

obtained relevant underlying supports relating to
changes required in the unconsolidated financial
statements consequent to the adoption of the
new format to assess their appropriateness and
verified them on a test basis.
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Information Other than the Consolidated and Unconsolidated Financial Statements and Auditor’s
Reports Thereon

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

Our opinion on the unconsolidated 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 unconsolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the unconsolidated
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.

= 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
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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
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 unconsolidated statement of financial position, the unconsolidated profit and loss account, the
unconsolidated statement of comprehensive income, unconsolidated statement of 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;

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) zakatdeductible 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 Salman Hussain.
A. F. Ferguson & Co.

Chartered Accountants

Karachi

Date: February 25, 2019
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Unconsolidated Statement of Financial Position
As at December 31, 2018

2018 2017 2016 Note 2018 2017 2016
---------------- (US $in '000) ==-==mmmmmmmmnan wmmmmmmmmmmenmmnneeann (RUPEES iN '000) =mmmmmmmmmmemmmeemennn
(Restated) (Restated) (Restated) (Restated)
ASSETS
1,919,967 1,658,166 1,582,787  Cash and balances with treasury banks 5 266,610,256 230,256,066 219,788,876
187,923 207,242 235,795 Balances with other banks 6 26,095,330 28,777,991 32,742,891
369,269 244,130 244,315  Lendings to financial institutions 7 51,277,336 33,900,345 33,926,110
9,657,298 9,619,568 9,395,830 Investments 8 1,341,030,709  1,335,791,470  1,304,722,761
7,315,570 5,766,081 5,128,351 Advances 9 1,015,853,926 800,688,978 712,132,554
450,211 398,458 209,796  Fixed assets 10 62,517,154 55,330,577 29,132,668
19,577 11,451 11,953 Intangible assets 1" 2,718,556 1,590,105 1,659,867
51,013 28,089 - Deferred tax assets 12 7,083,718 3,900,457 -
765,565 602,859 511,143  Other assets 13 106,307,874 83,714,254 70,978,313
20,736,393 18,536,044 17,319,970 2,879,494,859  2,573,950,243  2,405,084,040
LIABILITIES
304,801 242,091 224,027 | Bills payable 14 42,325,254 33,617,261 31,108,762
3,736,780 2,848,054 2,405,175 | Borrowings 15 518,896,397 395,486,210 333,987,106
14,546,884 | | 13,679,140 | | 12,914,776 | Deposits and other accounts 16 | 2,020,007,979 | | 1,899,511,435 | | 1,793,370,392
- - - Liabilities against assets subject to finance lease - - -
71,942 71,971 72,000 | Subordinated debt 17 9,990,000 9,994,000 9,998,000
- - 13,370 | Deferred tax liabilities - - 1,856,554
786,582 451,545 379,485 | Other liabilities 18 109,226,173 62,702,251 52,696,246
19,446,989 17,292,801 16,008,833 2,700,445,803  2,401,311,157  2,223,017,060
1,289,404 1,243,243 1,311,137 NET ASSETS 179,049,056 172,639,086 182,066,980

REPRESENTED BY

Shareholders' equity

105,634 105,634 105,634  Share capital 19 14,668,525 14,668,525 14,668,525

417,215 356,609 339,520 Reserves 57,935,252 49,519,342 47,146,362

104,870 152,781 170,018  Surplus on revaluation of assets - net of tax 20 14,562,465 21,215,598 23,609,084

661,685 628,219 695,965 Unappropriated profit 91,882,814 87,235,621 96,643,009

1,289,404 1,243,243 1,311,137 179,049,056 172,639,086 182,066,980
CONTINGENCIES AND COMMITMENTS 21

The annexed notes 1 to 47 and annexures | to lll form an integral part of these unconsolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Dr. Najeeb Samie Agha Sher Shah Moez Ahamed Jamal
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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Unconsolidated Profit and Loss Account
For the year ended December 31, 2018

2018 2017 Note 2018 2017
(US $ in '000) (Rupees in '000)
(Restated) (Restated)
1,131,833 1,026,272  Mark-up / return / profit / interest earned 23 157,168,449 142,510,065
584,411 467,226 Mark-up / return / profit / interest expensed 24 81,152,453 64,879,843
547,422 559,046 Net mark-up / return / profit / interest income 76,015,996 77,630,222
Non mark-up / interest income

115,835 126,103 Fee and commission income 25 16,085,049 17,510,919
11,708 15,489 Dividend income 1,625,861 2,150,770
(23,763) 15,702 Foreign exchange (loss) / income (3,299,728) 2,180,349
(6,533) 1,306 (Loss) / income from derivatives (907,204) 181,376
18,330 58,418 Gain on securities - net 26 2,545,398 8,112,012
2,845 5,886 Other income 27 395,137 817,377
118,422 222,904 Total non mark-up / interest income 16,444,513 30,952,803
665,844 781,950 Total income 92,460,509 108,583,025

Non mark-up / interest expenses

506,453 404,918 Operating expenses 28 70,327,028 56,227,736
(20,533) 7,427 Workers' Welfare Fund 29 (2,851,200) 1,031,290

3,570 226 Other charges 30 495,726 31,336
489,490 412,571 Total non mark-up / interest expenses 67,971,554 57,290,362

176,354 369,379  Profit before provisions, extraordinary / unusual item and taxation 24,488,955 51,292,663

33,413 631 Provisions and write offs - net 31 4,639,834 87,652
Extraordinary / unusual item - settlement payment to

- 170,796 New York State Department of Financial Services - 23,717,115

142,941 197,952  Profit before taxation 19,849,121 27,487,896

58,043 142,281  Taxation 32 8,059,964 19,757,349

84,898 55,671  Profit after taxation 11,789,157 7,730,547

------------ Rupees----=-=-=---

Basic and diluted earnings per share 33 8.04 5.27

The annexed notes 1 to 47 and annexures | to Il form an integral part of these unconsolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Dr. Najeeb Samie Agha Sher Shah Moez Ahamed Jamal
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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Unconsolidated Statement of Comprehensive Income
As at December 31, 2018

2018 2017 2018 2017
(US $in '000) (Rupees in '000)
(Restated) (Restated)
84,898 55,671  Profit after taxation for the year 11,789,157 7,730,547

Other comprehensive income / (loss)

Items that may be reclassified to the profit and loss account in

subsequent periods
52,116 14,569 Effect of translation of net investment in foreign branches - net of tax 7,236,994 2,022,996
(48,508) (82,524) Movement in surplus / deficit on revaluation of investments - net of tax  (6,735,856) (11,459,423)

Items that are not to be reclassified to the profit and loss account
in subsequent periods

(1,104) (7,256) Remeasurement loss on defined benefit obligations -net of tax (153,338) (1,007,627)
Transferred from surplus on revaluation of non-banking assets -

10 73 net of tax 1,348 10,078

- 68,413 Movement in surplus on revaluation of fixed assets - net of tax - 9,500,006

10 68,486 1,348 9,510,084

(10) (73) Transferred to surplus on revaluation of fixed assets - net of tax (1,348) (10,078)
Movement in surplus / deficit on revaluation of non-banking assets -

1,012 (2,817) net of tax 140,421 (391,112)

1,002 (2,890) 139,073 (401,190)

88,414 46,056 Total comprehensive income 12,277,378 6,395,387

The annexed notes 1 to 47 and annexures | to Il form an integral part of these unconsolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Dr. Najeeb Samie Agha Sher Shah Moez Ahamed Jamal
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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Unconsolidated Statement of Changes in Equity
For the year ended December 31, 2018

Reserves Surplus / (deficit) on
Capital Revenue revaluation of
Share Exchange Non - .
capital translation | Statutory | distributable| General | Unappropria- Fixed I_Non Total
. N Investments | banking
reserve reserve capital reserve ted profit
assets
reserve
(Rupees in '000)
Balance as at December 31, 2016 (as reported) 14,668,525 10,453,351 30,072,084 547,115 6,073,812 97,446,624 - - 159,261,511
Effect of retrospective changes in accounting policies
Reclassification of surplus to equity (note 4.1.3) - - - - - - 11,019,736 11,785,733 22,805,469
Deficit on revaluation of fixed assets transferred to unappropriated
profit (note 4.1.1) - - - - - (803,615) - 803,615 -

- - - - - (803,615) 11,019,736 12,589,348 22,805,469
Bal as at D ber 31, 2016 ( 1) 14,668,525 10,453,351 30,072,084 547,115 6,073,812 96,643,009 11,019,736 12,589,348 182,066,980
Comprehensive income for the year
Profit after taxation for the year ended December 31, 2017 (restated) - - - - - 7,730,547 - - 7,730,547
Other comprehensive income / (loss)
- Effect of translation of net investment in foreign branches - net - 2,022,996 - - - - - - 2,022,996
- Remeasurement loss on defined benefit obligations - net of tax - - - - - (1,007,627) - - (1,007,627)
- Movement in surplus / deficit on revaluation of assets - net of tax - - - - - - (11,459,423) 9,108,894 (2,350,529)

- 2,022,996 - - - 6,722,920  (11,459,423) 9,108,894 6,395,387
Transferred to statutory reserve - - 706,440 - - (706,440) - - -
Transferred from surplus on revaluation of assets - net of tax - - - - - 42,957 - (42,957) -
Transactions with owners, recorded directly in equity
Final cash dividend - Rs 3.5 per share declared subsequent

to the year ended December 31, 2016 - - - - - (5,133,984) - - (5,133,984)

1st interim cash dividend - Rs 3.5 per share - - - - - (5,133,984) - - (5,133,984)
2nd interim cash dividend - Rs 3.5 per share - - - - - (5,133,984) - - (5,133,984)

- - - - - (15,401,952) - - (15,401,952)
Exchange translation realised on sale of Bank branches - (356,456) - - - - - - (356,456)
Bal as at D ber 31, 2017 (restated) 14,668,525 12,119,891 30,778,524 547,115 6,073,812 87,300,494 (439,687) 21,655,285 172,703,959
Impact of adoption of IFRS 9 - net of tax (note 4.1.2) - - - - - (64,873) - - (64,873)
Bal as at D ber 31, 2017 (restated) 14,668,525 12,119,891 30,778,524 547115 6,073,812 87,235,621 (439,687) 21,655,285 172,639,086
Comprehensive income for the year
Profit after taxation for the year ended December 31, 2018 - - - - - 11,789,157 - - 11,789,157
Other comprehensive income / (loss)
- Effect of translation of net investment in foreign branches - net - 7,236,994 - - - - - - 7,236,994
- Remeasurement loss on defined benefit obligations - net of tax - - - - - (153,338) - - (153,338)
- Movement in surplus / deficit on revaluation of assets - net of tax - - - - - - (6,735,856) 140,421 (6,595,435)

- 7,236,994 - - - 11,635819  (6,735,856) 140,421 12,277,378
Transferred to statutory reserve - - 1,178,916 - - (1,178,916) - - -
Transferred from surplus on revaluation of assets - net of tax - - - - - 57,698 - (57,698) -

Transactions with owners, recorded directly in equity
Final cash dividend - Rs 1.0 per share declared subsequent
to the year ended December 31, 2017 - - - - - (1,466,852) - - (1,466,852)
1st interim cash dividend - Rs 1.0 per share - - - - - (1,466,852) - - (1,466,852)
2nd interim cash dividend - Rs 1.0 per share - - - - - (1,466,852) - - (1,466,852)
( ) )
( ) )

3rd interim cash dividend - Rs 1.0 per share - - - - - 1,466,852 - - (1,466,852
5,867,408 - - (5,867,408

Balance as at December 31, 2018 14,668,525 19,356,885 31,957,440 547,115 6,073,812 91,882,814  (7,175,543) 21,738,008 179,049,056

The annexed notes 1 to 47 and annexures | to Il form an integral part of these unconsolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Dr. Najeeb Samie Agha Sher Shah Moez Ahamed Jamal
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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Unconsolidated Cash Flow Statement
As at December 31, 2018

2018 2017 Note 2018 2017
(US $ in '000) (Rupees in '000)
(Restated) (Restated)
CASH FLOWS FROM OPERATING ACTIVITIES
142,941 368,748 Profit before extraordinary / unusual item and taxation 19,849,121 51,205,011
(11,708) (15,489)  Dividend income (1,625,861) (2,150,770)
131,233 353,259 18,223,260 49,054,241
Adjustments:
21,036 22,512 Depreciation 2,921,058 3,126,127
2,071 4,765 Amortisation 287,606 661,696
- (4,849)| Reversal of impairment - (673,370)
21,424 4,587 Provision for diminution in value of investments 2,974,985 636,899
13,815 1,136 Provision against loans and advances 1,918,396 157,703
1,492 3,560 Provision against other assets 207,143 494,318
512 (3,829)| Provision / (reversal) of provision against off-balance sheet obligations 71,156 (531,722)
(78) 528 Unrealised (gain) / loss on held-for-trading securities (10,789) 73,326
- (2,567)| Gain on sale of Bank branches-net - (356,456)
(372) (170)|  Gain on sale of fixed assets - net (51,632) (23,660)
(20,533) 7,427 Workers' Welfare Fund (2,851,200) 1,031,290
39,367 33,100 5,466,723 4,596,151
170,600 386,359 23,689,983 53,650,392
(Increase) / decrease in operating assets
(125,139) 186 Lendings to financial institutions (17,376,991) 25,765
445,272 (195,656) Held-for-trading securities 61,831,382 (27,169,147)
(1,563,304) (638,866)| Advances (217,083,344) (88,714,127)
(40,381) (45,597)] Other assets (excluding advance taxation) (5,607,352) (6,331,685)
(1,283,552) (879,933) (178,236,305)  (122,189,194)
(Decrease) / increase in operating liabilities
62,710 18,065 Bills payable 8,707,993 2,508,499
888,726 442,880 Borrowings from financial institutions 123,410,187 61,499,104
867,744 764,364 Deposits and other accounts 120,496,544 106,141,043
327,277 55,554 Other liabilities 45,446,089 7,714,593
2,146,457 1,280,863 298,060,813 177,863,239
1,033,505 787,289 143,514,491 109,324,437
(154,576) (192,834)  Income tax paid (21,464,659) (26,777,271)
878,929 594,455 Net cash flows from operating activities 122,049,832 82,547,166
CASH FLOWS FROM INVESTING ACTIVITIES
(1,018,007) 41,633 Net investments in available-for-sale securities (141,362,424) 5,781,253
434,255 (176,256) Net investments in held-to-maturities securities 60,301,416 (24,475,226)
- (3,183)| Net investments in subsidiaries - (441,933)
4,777 (22,351) Net investments in associates 663,336 (3,103,692)
11,965 15,779 Dividend income received 1,661,428 2,191,084
(72,075) (133,129)[  Investment in fixed assets (10,008,514) (18,486,484)
(10,198) (4,962)] Investment in intangible assets (1,416,057) (689,060)
544 271 Proceeds from sale of fixed assets 75,499 37,604
52,116 14,569 Effect of translation of net investment in foreign branches 7,236,994 2,022,996
(596,623) (267,629)  Net cash flows used in investing activities (82,848,322) (37,163,458)
CASH FLOWS FROM FINANCING ACTIVITIES
(29) (29)] Repayment of subordinated debt (4,000) (4,000)
(39,795) (109,175)| Dividend paid (5,525,981) (15,160,303)
(39,824) (109,204)  Net cash flows used in financing activities (5,529,981) (15,164,303)
- (170,796)  Cash outflow for settlement payment to New York State Department of Financial Services - (23,717,115)
242,482 46,826 Increase in cash and cash equivalents during the year 33,671,529 6,502,290
1,732,780 1,773,824 Cash and cash equivalents at the beginning of the year 240,617,192 246,316,634
132,628 44,758 Effect of exchange rate changes on cash and cash equivalents 18,416,865 6,215,133
1,865,408 1,818,582 259,034,057 252,531,767
2,107,890 1,865,408 Cash and cash equivalents at the end of the year 34 292,705,586 259,034,057

The annexed notes 1 to 47 and annexures | to lll form an integral part of these unconsolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Dr. Najeeb Samie Agha Sher Shah Moez Ahamed Jamal
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

1 STATUS AND NATURE OF BUSINESS

Habib Bank Limited (the Bank) is incorporated in Pakistan and is engaged in commercial banking related services in
Pakistan and overseas. The Bank’s registered office is at Habib Bank Tower, 9th Floor, Jinnah Avenue, Islamabad and its
principal office is at Habib Bank Plaza, I.I.Chundrigar Road, Karachi. The Bank's shares are listed on the Pakistan Stock
Exchange. The Bank operates 1,697 (2017: 1,703) branches inside Pakistan including 47 (2017: 47) Islamic Banking
Branches and 46 (2017: 48) branches outside the country including in the Karachi Export Processing Zone (KEPZ). The Aga
Khan Fund for Economic Development (AKFED), S.A. is the parent company of the Bank and its registered office is in
Geneva, Switzerland.

11 The Bank has decided to close its branch in Seychelles. Accordingly, after receiving permission from the Central Bank of
Seychelles, the branch is being wound down. All customer activities have ceased as of December 28, 2018 and the branch
is now completing the required formalities for closure.

2 BASIS OF PRESENTATION

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

Key financial figures of the Islamic banking branches are disclosed in Annexure | to these unconsolidated financial
statements.

The US Dollar amounts shown in these unconsolidated financial statements are stated solely for information convenience.
The statement of financial position, profit and loss account, statement of comprehensive income and cash flow statement as
at and for the years ended December 31, 2018 and 2017 have all been converted using an exchange rate of Rupees
138.8619 per US Dollar.

2.1 STATEMENT OF COMPLIANCE

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

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

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

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

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

- Directives issued by the SBP and the Securities & Exchange Commission of Pakistan (SECP) from time to time.

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

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

IFRS 10, Consolidated Financial Statements, was notified by the SECP as applicable for accounting periods beginning from
January 1, 2015. However, the SECP, through SRO 56(1)/2016 dated January 28, 2016, has directed that the requirement of
consolidation under this standard and under Section 228 of the Companies Act, 2017 is not applicable in the case of
investments by a bank in mutual funds managed by its own asset management company and established under the trust
structure. Therefore, direct investments by the Bank in mutual funds managed by HBL Asset Management Limited (HBL
AML) are not consolidated as would otherwise be required under the definition of control specified in IFRS 10.
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22 Standards, interpretations of and amendments to existing accounting standards that have become effective in the
current year.

During the current year, IFRS 9, Financial Instruments: Classification and Measurement, became applicable for certain
overseas branches of the Bank. The impact of the adoption of IFRS 9 on the Bank's financial statements is disclosed in note
4.1.2 below.

In addition, there are certain other new standards and interpretations of and amendments to existing accounting standards
that have become applicable to the Bank for accounting periods beginning on or after January 1, 2018. These are
considered either to not be relevant or to not have any significant impact on the Bank's financial statements.

2.3 Standards, interpretations of and amendments to existing accounting standards that are not yet effective.

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

Effective date (annual periods
beginning on or after)

- IFRS 15 - Revenue from contracts with customers July 1, 2018

- IFRS 11 - Joint Venture- (Amendments) January 1, 2019
- IFRS 16 - Leases January 1, 2019
- |1AS 19 - Employee Benefits - (Amendments) January 1, 2019
- IAS 28 - Investments in Associates and Joint Ventures - (Amendments) January 1, 2019
- IFRIC 23 - Uncertainty over Income Tax Treatments January 1, 2019
- IFRS 3 - Business Combinations - (Amendments) January 1, 2020

Effective date (annual periods
ending on or after)

IFRS 9 - Financial Instruments: Classification and Measurement June 30, 2019

IFRS 16 replaces existing guidance on accounting for leases, including IAS 17 'Leases', IFRIC 4 'Determining whether an
Arrangement contains a Lease', SIC-15 'Operating Leases- Incentive and SIC-27 'Evaluating the Substance of Transactions
Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on balance sheet lease accounting model for lessees. A
lessee recognises a right a right-of-use asset representing its right to use the underlying asset and a lease liability
representing its obligations to make lease payments. There are recognition exemptions for short-term leases and leases of
low-value items. Lessor accounting remains similar to the current standard i.e. lessors continue to classify leases as finance
or operating leases.

On adoption of IFRS 16, the Bank shall recognise a right to use asset' with a corresponding liability for lease payments. The
Bank is in the process of assessing the full impact of this standard.

IFRS 9: 'Financial Instruments' addresses recognition, classification, measurement and derecognition of financial assets
and financial liabilities. The standard has also introduced a new impairment model for financial assets which requires
recognition of impairment charge based on an 'expected credit losses' (ECL) approach rather than the 'incurred credit
losses' approach as currently followed. The ECL has impact on all assets of the Bank which are exposed to credit risk. As
detailed in note 4.1.2, the Bank has already adopted IFRS 9 in respect of certain overseas branches.

The Bank is in the process of assessing the full impact of this standard.

The Bank expects that adoption of the remaining interpretations and amendments will not affect its financial statements in
the period of initial application.

24 Critical accounting estimates and judgements

The preparation of unconsolidated financial statements in conformity with approved accounting standards as applicable in
Pakistan requires the use of certain critical accounting estimates. It also requires the management to exercise its judgement
in the process of applying the Bank's accounting policies. Estimates and judgements are continually evaluated and are
based on historical experience, 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 financial statements or
where judgement was exercised in the application of accounting policies are as follows:
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3.1

i) Classification of investments (note 4.4)

i) Valuation and impairment of available-for-sale equity investments, subsidiaries and associates (note 4.4.4)
iii) Provision against non-performing advances (note 4.5)

iv) Fixed assets valuation and depreciation (note 4.6)

v) Intangible assets valuation and amortisation (note 4.7)

vi) Defined benefit plans and other retirement benefits (note 4.11)

vii) Taxation (note 4.14)

viii) Fair value of derivatives (note 4.21)

Revisions to accounting estimates are recognised in the period in which the estimate is revised if the revision affects only
that period, or in the period of revision and future periods if the revision affects both current and future periods.

During the year, the Bank has reviewed the useful lives of its furniture and fixtures, electrical, office and computer
equipment and intangible assets as required by IAS 16 and IAS 38. This review has resulted in a change in the useful lives
of these assets. This revision has been accounted for as a change in accounting estimate in accordance with the
requirements of IAS 8. Accordingly, the effect of this change in accounting estimate has been recognised prospectively in
the unconsolidated profit and loss account from the current year. The impact of this change is disclosed in notes 10.2.1 and
11.1.1 to these unconsolidated financial statements.

BASIS OF MEASUREMENT
Accounting convention
These unconsolidated financial statements have been prepared under the historical cost convention except for:

- Certain classes of fixed assets and non-banking assets acquired in satisfaction of claims which are stated at revalued
amounts less accumulated depreciation.

- Investments classified as held-for-trading and available-for-sale and derivative financial instruments, including forward
foreign exchange contracts, which are measured at fair value.

- Net obligations in respect of defined benefit schemes which are carried at their present values.

The unconsolidated financial statements are presented in Pakistani rupees, which is the Bank’s functional currency.
Amounts are rounded to the nearest thousand Rupees.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these unconsolidated financial statements are consistent with those of
the previous financial year except as disclosed in note 4.1 below.

Changes in accounting policies

The Bank has changed its policy for accounting for a deficit arising on revaluation of fixed assets. The Bank's previous
accounting policy, in accordance with the repealed Companies Ordinance, 1984, required that a deficit arising on
revaluation of a particular asset 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 asset. The Companies Act, 2017 removed the
specific provisions allowing the above treatment. A deficit arising on revaluation of a particular asset is now to be accounted
for in accordance with IFRS, which requires that such deficit cannot be adjusted against the surplus for any other asset, but
is to be taken to the profit and loss account as an impairment.

The effect of this change in accounting policy, which is applied with retrospective effect, is as follows:

As at As at As at
December December December
31, 2018 31, 2017 31, 2016
Impact on Statement of Financial Positon @~ e (Rupees in '000) =======mmmmmmmnnn
Decrease in unappropriated profit (129,607) (131,799) (803,615)
Increase in surplus on revaluation of assets — net of tax 129,607 131,799 803,615

For the year ended

December December
31, 2018 31, 2017
Impact on Statement of Comprehensive Income (Rupees in '000)
Increase in profit and loss account - 666,147
Decrease in other comprehensive income - (666,147)
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4.1.2 As per the accounting policy of the Bank, provision against advances, investments and off-balance sheet obligations of
overseas branches is made as per the requirements of the respective regulatory regimes in which the branches operate.
During the current year, provision requirement under IFRS 9, Financial Instruments: Classification and Measurement,
became applicable for certain overseas branches of the Bank. Under this accounting standard, provision against advances,
investments and off-balance sheet obligations is determined under the expected credit loss model whereas previously, it
was determined under the incurred loss model. Accordingly, in respect of such branches, the Bank has changed its
accounting policy and has followed the requirements of IFRS 9 while determining the requirements for recording provision
against advances, investments and off-balance sheet obligations.

The adoption of this standard by these overseas branches has been applied retrospectively which resulted in an additional
provision of Rs 106.349 million (Rs 64.873 million net of tax) as at December 31, 2017. The effect of the additional
provision against advances is Rs 95.044 million (note 9.5) and provision against off-balance sheet obligations is Rs 11.305
million (note 18.1).

4.1.3 The SBP vide BPRD Circular No. 02 of 2018 dated January 25, 2018 has amended the format of annual financial
statements of banks. All banks are directed to prepare their annual financial statements on the revised format effective from
the accounting year ending December 31, 2018. Accordingly, the Bank has prepared these financial statements on the new
format prescribed by the State Bank of Pakistan. The adoption of new format contains recognition requirements,
reclassification of comparative information and additional disclosures and accordingly a third statement of financial position
as at the beginning of the preceding period (i.e. December 31, 2016) has been presented in accordance with the
requirements of International Accounting Standard 1 — Presentation of Financial Statements. The amended format also
introduced certain new disclosures and has resulted in the following significant changes:

- Acceptances amounting to Rs 11,278.036 million (2017: Rs 10,956.003 million, 2016: Rs 12,384.789 million) which
were previously shown as part of contingencies and commitments are now recognised on unconsolidated statement of
financial position both as assets and liabilities. They are included in other assets (note 13) and other liabilities (note 18);

- Surpluses on revaluation of assets (note 20) amounting to Rs 14,562.465 million as at December 31, 2018 (2017: Rs
21,215.598 million, 2016: Rs 23,609.084 million) which were previously shown below equity as required by the repealed
Companies Ordinance, 1984 has now been included as part of equity;

- Intangibles (note 11) amounting to Rs 2,718.556 million (2017: Rs 1,590.105 million, 2016: Rs 1,659.867 million) which
were previously shown as part of fixed assets (note 10) are now shown separately on the unconsolidated statement of
financial position;

- Cost of foreign currency swaps (note 24) amounting to Rs 1,592.062 million (2017: Rs 1,234.216 million) which was
previously shown as part of foreign exchange income / (loss) has now been shown as part of mark-up / return / profit /
interest expense in the unconsolidated statement of profit and loss account.

4.2 Cash and cash equivalents
Cash and cash equivalents include cash and balances with treasury banks and balances with other banks.

4.3 Lending / borrowing transactions with financial institutions

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

4.3.1 Purchase under resale agreements (reverse repo)
Securities purchased under agreement to resell are not recognised as investments in these unconsolidated financial
statements and the amount extended to the counterparty is included in lendings to financial institutions. The difference
between the purchase price and the contracted resale price is accrued on a time proportion basis over the period of the
contract and recorded as income.

4.3.2 Sale under repurchase agreement (repo)
Securities sold subject to a repurchase agreement are retained as investments in these unconsolidated financial statements

and the liability to the counterparty is included in borrowings. The difference between the sale price and the contracted
repurchase price is accrued on a time proportion basis over the period of the contract and recorded as expense.

@ ANNUAL REPORT 2018




Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

4.3.3 Bai Muajjal
Bai Muajjal transactions represent sales of Sukuks on a deferred payment basis and are shown in lendings to financial
institutions except for transactions undertaken directly with the Government of Pakistan which are shown as investments.
The difference between the deferred payment amount receivable and the carrying value at the time of sale is accrued and
recorded as income over the life of the transaction.

4.4 Investments

The Bank classifies its investment portfolio, other than its investments in subsidiaries, associates and joint ventures, into the
following categories:

Held-for-trading

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

Held-to-maturity

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

Available-for-sale

These are investments, other than investments in subsidiaries, associates and joint ventures, that do not fall under the held-
for-trading or held-to-maturity categories.

4.4.1 Initial measurement
All purchases and sales of investments that require delivery within the time frame established by regulations or market
convention are recognised at the trade date. The trade date is the date on which the Bank commits to purchase or sell the
investment.
In the case of investments classified as held-for-trading, transaction costs are expensed through the profit and loss account.
Transaction costs associated with investments other than those classified as held-for-trading are included in the cost of the
investments.

4.4.2 Subsequent measurement

Held-for-trading

Investments classified as held-for-trading are subsequently measured at fair value. Any unrealised surplus / deficit arising
on revaluation is taken to the profit and loss account.

Held-to-maturity

Investments classified as held-to-maturity are subsequently measured at amortised cost using the effective interest rate
method, less any impairment recognised to reflect irrecoverable amounts.

Available-for-sale

Listed securities classified as available-for-sale are subsequently measured at fair value. Any unrealised surplus / deficit
arising on revaluation is recorded in the surplus / deficit on revaluation of securities account shown as part of equity in the
statement of financial position and is taken to the profit and loss account either when realised upon disposal or when the
investment is considered to be impaired.

Unlisted equity securities are carried at the lower of cost and break-up value. The break-up value is calculated with
reference to the net assets of the investee company as per its latest available audited financial statements. Other unlisted
securities are valued at cost less impairment, if any.

4.4.3 Investments in subsidiaries, associates and joint ventures

Investments in subsidiaries, associates and joint ventures are recorded at cost less impairment, if any.

ANNUAL REPORT 2018 @



Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

4.4.4 Impairment

The Bank determines that available-for-sale listed equity investments are impaired when there has been a significant or
prolonged decline in the fair value of these investments below their cost. The determination of what is significant or
prolonged requires judgement. In making this judgement, the Bank evaluates, among other factors, the normal volatility in
share price. In addition, impairment may be appropriate when there is evidence of deterioration in the financial condition of
the investee, industry and sector performance and changes in technology. A subsequent increase in the fair value of a
previously impaired listed equity security is recorded in the statement of financial position in the surplus / deficit on
revaluation of securities account and only recorded through the profit and loss account when realised on disposal.

A decline in the carrying value of unlisted equity securities is charged to the profit and loss account. A subsequent increase
in the carrying value, up to the cost of the investment, is credited to the profit and loss account.

Provision for diminution in the value of debt securities is made as per the Prudential Regulations issued by the SBP.
Provision against investments by the Bank's overseas branches is made as per the requirements of the respective
regulatory regimes in which the overseas branches operate.

When a debt security, classified as available-for-sale, is considered to be impaired, the balance in the surplus / deficit on
revaluation of securities account is transferred to the profit and loss account as an impairment charge. If, in a subsequent
period, the fair value of a debt instrument increases and the increase can be objectively related to an event occurring after
the impairment loss was recognised, the impairment loss is reversed through the profit and loss account. When a debt
security classified as held to maturity is considered to be impaired, the impairment is charged to profit and loss account
directly.

Provision for diminution in the value of other securities is made after considering objective evidence of impairment.

The Bank considers that a decline in the recoverable value of its investments in subsidiaries, associates and joint ventures
below their cost may be evidence of impairment. Recoverable value is calculated as the higher of fair value less costs to sell
and value in use. An impairment loss is recognised when the recoverable amount falls below the carrying value and is
charged to the profit and loss account. Any subsequent reversal of an impairment loss, up to the cost of the investment in
subsidiaries, associates and joint ventures, is credited to the profit and loss account.

4.5 Advances

Advances are stated net of specific and general provisions. Provision against advances by the Bank's branches in Pakistan
is made in accordance with the requirements of the Prudential Regulations. Provision against advances by the Bank's
overseas branches is made as per the requirements of the respective regulatory regimes in which the overseas branches
operate. Advances are written off in line with the Bank’s policy when there are no realistic prospects of recovery.

4.5.1 Finance lease receivables

Leases where the Bank transfers a substantial portion of the risks and rewards incidental to the ownership of an asset to the
lessee are classified as finance leases. A receivable is recognised at an amount equal to the present value of the lease
payments including any guaranteed residual value. The net investment in finance lease is included in advances.

4.5.2 Islamic financing and related assets

Under Murabaha financing, funds disbursed for the purchase of goods are recorded as advance against Murabaha finance
and the financing is recorded at the deferred sale price. Goods purchased but remaining unsold at the statement of financial
position date are recorded as inventories.

Assets given on ljarah are stated at cost less accumulated depreciation. ljarah assets are depreciated on a reducing
balance basis over the term of the ljarah after taking into account the estimated residual value. Impairment of ljarah assets
is recognised in line with the Prudential Regulations or upon the occurrence of an impairment event which indicates that the
carrying value of the ljarah asset may exceed its recoverable amount.

In Running Musharakah, the Bank and the customer enter a Musharakah agreement where the Bank agrees to finance the
operating activities of the customer’s business and share in the profit or loss in proportion to an agreed ratio at an agreed
frequency.

Under Diminishing Musharakah financing, the Bank creates joint ownership with the customer over the tangible assets to
fulfill capital expenditure / project requirements. The Bank receives periodic payments from the customer against the
gradual transfer of its share of ownership to the customer.

In Istisna transactions, the Bank finances the cost of goods manufactured by the customer. Once the goods are
manufactured, these are sold by the customer as an agent of the Bank to recover the cost plus the agreed profit.
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Under Tijarah, the Bank purchases the finished goods from the customer against payment, takes possession and appoint
customer as an agent to sell these goods to ultimate buyer on deferred payment basis. Profit is recognised on accrual basis
over the period of transaction.

Wakalah is an agency contract in which Bank provides funds to the customer who invests it in a Shariah compliant manner.
4.6 Fixed Assets

Fixed assets are stated at cost, except for land and buildings which are carried at revalued amounts less accumulated
depreciation, where applicable, and accumulated impairment losses, if any.

ltems included in property and equipment, other than land, are depreciated over the expected useful lives using the straight-
line method. Depreciation is calculated so as to write down the assets to their residual values over their expected useful
lives at the rates specified in note 10.2 to these unconsolidated financial statements. Depreciation on additions is charged
from the month in which the assets are available for use. No depreciation is charged in the month in which the assets are
disposed off. The residual values, useful lives and depreciation methods are reviewed and adjusted, if appropriate, at each
statement of financial position date.

Land and buildings are revalued by independent, professionally qualified valuers with sufficient regularity to ensure that their
net carrying amount does not differ materially from their fair value. An increase arising on revaluation is credited to the
surplus on revaluation of fixed assets account. A decrease arising on revaluation of fixed assets is adjusted against the
surplus of that asset or, if no surplus exists, is charged to the profit and loss account as an impairment of the asset. A
surplus arising subsequently on an impaired asset is reversed through the profit and loss account up to the extent of the
original impairment.

Surplus on revaluation of fixed assets (net of associated deferred tax) to the extent of the incremental depreciation charged
on the related assets is transferred to unappropriated profit.

Normal repairs and maintenance are charged to the profit and loss account as and when incurred. Major repairs and
renovations that increase the useful life of an asset are capitalised.

Gains or losses arising on the disposal of fixed assets are charged to the profit and loss account. Surplus on revaluation
(net of deferred tax) realised on disposal of fixed assets is transferred directly to unappropriated profit.

4.7 Intangible assets
4.7.1 Intangible assets other than goodwill

Intangible assets having a finite useful life are stated at cost less accumulated amortisation and accumulated impairment
losses, if any. Such intangible assets are amortised over their estimated useful lives using the straight-line method.
Amortisation is calculated so as to write down the assets to their residual values over their expected useful lives at the rates
stated in note 11.1 to these unconsolidated financial statements. Amortisation on additions is charged from the month in
which the assets are available for use. No amortisation is charged in the month in which the assets are disposed off. The
residual values, useful lives and amortisation methods are reviewed and adjusted, if appropriate, at each statement of
financial position date.

Intangible assets having a finite useful life which arise from contractual or other legal rights on the acquisition of another
entity and are deemed separable, are considered as part of the net identifiable assets acquired. These are initially measured
at fair value, and are amortised over their expected useful lives.

Intangible assets having an indefinite useful life are stated at cost less impairment, if any.
4.7.2 Goodwill

Goodwill acquired in a business combination is measured, subsequent to initial recognition, at cost less impairment, if any.
Goodwill is tested for impairment annually or whenever there is an indication of impairment, as per the requirements of IAS
36, Impairment of Assets. An impairment charge in respect of goodwill is recognised through the profit and loss account.

4.8 Assets acquired in satisfaction of claims

Assets acquired in satisfaction of claims are initially recorded at cost and revalued at each year-end date of the statement of
financial position. An increase in market value over the acquisition cost is recorded as a surplus on revaluation. A decline in
the market value is adjusted against the surplus of that asset, if any, or if no surplus exists, is charged to the profit and loss
account as an impairment. A subsequent increase in the market value of an impaired asset is reversed through the profit
and loss account up to the extent of the original impairment. All direct costs of acquiring title to the asset are charged
immediately to the profit and loss account.
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Depreciation on assets acquired in satisfaction of claims is charged to the profit and loss account in line with the
depreciation charged on fixed assets.

Any reductions in non-performing loans and corresponding reductions in provisions held against non-performing loans, as a
result of the recognition of such assets, are disclosed separately.

These assets are generally intended for sale. Gains and losses realised on the sale of such assets are disclosed separately
from gains and losses realised on the sale of fixed assets. If such asset is subsequently used by the Bank for its own
operations, the asset, along with any related surplus, is transferred to fixed assets.

4.9 Borrowings / deposits

Borrowings / deposits are recorded at the amount of proceeds received. The cost of borrowings / deposits is recognised as
an expense on an accrual basis in the period in which it is incurred.

4.10 Subordinated debt

Subordinated debt is recorded at the amount of proceeds received. Mark-up accrued on subordinated debt is charged to the
profit and loss account.

4.11  Employee benefits

The Bank operates a number of post-retirement benefit plans, which include both defined contribution plans and defined
benefit plans.

For defined contribution plans, the Bank pays contributions to the fund on a periodic basis, and such amounts are charged
to the profit and loss account when the payment obligation is established. The Bank has no further payment obligations
once the contributions have been paid.

For funded defined benefit plans, the liability recognised in the statement of financial position is the present value of the
defined benefit obligations less the fair value of plan assets as at the statement of financial position date. Contributions to
the fund are made by the Bank on a periodic basis.

For non-funded defined benefit plans, the liability recognised in the statement of financial position is the present value of the
defined benefit obligations as at the statement of financial position date.

The liability in respect of all obligations under defined benefit schemes is calculated annually by an independent actuary
using the Projected Unit Credit Method.

Actuarial gains and losses

Actuarial gains and losses that arise out of experience adjustments and changes in actuarial assumptions are recognised in
other comprehensive income with no subsequent recycling through the profit and loss account. Gains and losses on
remeasurement of the liability for compensated absences are recognised in the profit and loss account immediately.

Past Service Cost

Past service cost is the change in the present value of the defined benefit obligation resulting from a plan amendment or
curtailment. The Bank recognises past service cost as an expense when the plan amendment or curtailment occurs.

4.12  Foreign currency

4.12.1 Foreign currency transactions
Transactions in foreign currencies are translated to Pakistani rupees at the exchange rates prevailing on the transaction
date. Monetary assets and liabilities in foreign currencies are expressed in rupee terms at the rates of exchange prevailing
on the date of the statement of financial position. Forward transactions in foreign currencies and foreign bills purchased are
valued at forward foreign exchange rates applicable to their respective maturities.

4.12.2 Foreign operations

The assets and liabilities of foreign operations are translated to Pakistani rupees at exchange rates prevailing at the date of
the statement of financial position. The income and expenses of foreign operations are translated to Pakistani Rupees at
average rates of exchange prevailing during the year.
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Exchange differences arising from the translation of the net investment in foreign branches, and of instruments designated
as hedges of such investments, are separately recorded within equity as an Exchange Translation Reserve. These are
recognised through the profit and loss account only on disposal of the investment in the foreign branches.

4.12.3 Translation gains and losses

Translation gains and losses on assets and liabilities denominated in foreign currencies are included in the profit and loss
account.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the
foreign entity and translated at foreign exchange rates prevailing as at the date of the statement of financial position.

4.12.4 Contingencies and Commitments

Contingencies and commitments denominated in foreign currencies are expressed in rupee terms at the rates of exchange
prevailing on the date of the statement of financial position.

4.13 Income recognition

Revenue is recognised to the extent that the economic benefits associated with a transaction will flow to the Bank and the
revenue can be reliably measured.

4.13.1 Advances and investments
Income on performing advances and debt securities is recognised on a time proportion basis as per the terms of the
contract. Where debt securities are purchased at a premium or discount, such premium / discount is amortised through the
profit and loss account over the remaining maturity of the debt security using the effective yield method.
Income recoverable on classified advances and investments is recognised on a receipt basis. Income on rescheduled /
restructured advances and investments is recognised as permitted by the SBP regulations or by the regulatory authorities of
the countries where the Bank operates.

4.13.2 Lease financing
Income from lease financing is accounted for using the financing method. Under this method, the unearned lease income
(defined as the sum of total lease rentals and estimated residual value less the cost of the leased assets) is deferred and
taken to income over the term of the lease so as to produce a constant periodic rate of return on the outstanding net
investment in the lease. Gains or losses on termination of lease contracts are recognised through the profit and loss
account when these are realised. Unrealised lease income and other fees on classified leases are recognised on a receipt
basis.

4.13.3 Fee, Commission and Brokerage Income
Fee, Commission and Brokerage income is recognised on an accrual basis.

4.13.4 Dividend income
Dividend income is recognised when the right to receive the dividend is established.

414 Taxation

Income tax expense comprises of the charge for current and prior years and deferred tax. Income tax expense is recognised
in the profit and loss account except to the extent that it relates to items recognised directly in equity.

4.14.1 Current

The charge for current taxation is calculated on taxable income earned during the year from local as well as foreign
operations using tax rates enacted as at the date of the statement of financial position.

4.14.2 Prior years

The charge for prior years represents adjustments to the tax charge for prior years, arising from assessments, changes in
estimates, and retrospectively applied changes to law, made during the current year.
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Deferred tax is recognised using the balance sheet liability method on all temporary differences between the amounts
attributed to assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
is calculated at the tax rates that are expected to be applicable to the temporary differences when they reverse, based on
laws that have been enacted or substantively enacted as at the date of the statement of financial position.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against
which the asset can be utilised.

Where objective evidence exists that the carrying value of a deferred tax asset may not be recoverable, the deferred tax
asset is reduced to its recoverable value and a corresponding charge to deferred tax expense is recognised in the profit and
loss account.

Impairment of non-financial assets

The carrying amount of the Bank's assets (other than deferred tax assets) are reviewed at each statement of financial
position date to determine whether there is any indication of impairment. If such indication exists, the recoverable amount of
the relevant asset is estimated. An impairment loss is recognised through the profit and loss account whenever the carrying
amount of an asset exceeds its recoverable amount. A subsequent increase in the recoverable value of the asset results in a
reversal of the impairment loss through the profit and loss account, up to the original carrying value of the asset, if the
reversal can be objectively related to an event occurring after the impairment loss was recognised.

Provision for claims under guarantees

A provision for claims under guarantees is recognised when intimated and reasonable certainty exists that the Bank will
settle the obligation. The charge to the profit and loss account is stated net of expected recoveries and the obligation is
recognised in other liabilities.

Other provisions

Other provisions are recognised when the Bank has a 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 the amount can be
made. Provisions are reviewed at each statement of financial position date and are adjusted to reflect the current best
estimate.

Contingent Liabilities

Contingent liabilities are not recognised in the statement of financial position as they are possible obligations where it has
yet to be confirmed whether a liability, which will ultimately result in an outflow of economic benefits, will arise. If the
probability of an outflow of economic resources under a contingent liability is considered remote, it is not disclosed.

Off setting

Financial assets and financial liabilities are set-off and the net amount is reported in the unconsolidated 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 realise the
assets and to settle the liabilities simultaneously.

Financial Assets and Liabilities

Financial assets and liabilities carried on the statement of financial position include cash and bank balances, lending to
financial institutions, investments, advances, certain other receivables, bills payable, borrowings, deposits, subordinated
debt and certain payables. The particular recognition methods adopted for significant financial assets and financial liabilities
are disclosed in the relevant policy notes.

Derivative Financial Instruments

Derivative financial assets and liabilities are initially recognised at fair value on the date on which a derivative contract is
entered into and are subsequently measured at their fair value using appropriate valuation techniques. Derivative financial
instruments are carried as an asset when the fair value is positive and as a liability when the fair value is negative. Any
change in the fair value of derivative financial instruments is taken directly to the profit and loss account.




Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

4.22 Dividends paid
Declarations of dividends to shareholders are recognised as a liability in the period in which they are approved.
4.23  Earnings per share
The Bank presents basic and diluted earnings per share (EPS). Basic and diluted EPS is calculated by dividing profit after
tax for the year attributable to equity holders of the Bank by the weighted average number of ordinary shares outstanding
during the year.
4.24 Segment reporting
A segment is a distinguishable component of the Bank that is engaged in providing unique products or services (business
segment), or in providing products or services within a particular geographic environment (geographical segment), which is
subject to risks and rewards that are different from those of other segments.
4.24.1 Business segments
The Bank is managed along the following business lines for monitoring and reporting purposes:
i) Branch banking
Consists of loans, deposits and other banking services to individuals, agriculture, SME and commercial customers.
i) Consumer banking
Consists of loans to consumer customers.
iiiy Corporate banking
Consists of lending for project finance, trade finance and working capital to corporate customers. This segment also
provides investment banking services including services provided in connection with mergers and acquisitions and the
underwriting / arrangement of debt and equity instruments through syndications, Initial Public Offerings and private
placements.

iv) Treasury

Consists of proprietary trading, fixed income, equity, derivatives and foreign exchange businesses. Also includes credit,
lending and funding activities with professional market counterparties.

V) International and correspondent banking

International and correspondent banking consists of the Bank's operations outside Pakistan and financial institutions'
correspondent banking.

vi) Head Office / Others
This includes corporate items and business results not shown separately in one of the above segments.
4.24.2 Geographical segments
The Bank is managed along the following geographic lines for monitoring and reporting purposes:
i) Pakistan (including KEPZ)
ii) Middle East

iii) Asia and Africa
iv) Europe and North America
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CASH AND BALANCES WITH TREASURY BANKS Note 2018 2017
(Rupees in '000)
In hand
Local currency 30,940,150 25,656,258
Foreign currencies 3,803,879 3,729,233
34,744,029 29,385,491
With State Bank of Pakistan in
Local currency current accounts 5.1 88,379,133 74,483,143
Foreign currency current accounts 5.2 6,660,233 5,327,299
Foreign currency deposit accounts 5.3 18,077,471 15,968,819
113,116,837 95,779,261
With other Central Banks in
Foreign currency current accounts 54 27,348,562 39,986,915
Foreign currency deposit accounts 55 5,424,122 6,089,104
32,772,684 46,076,019
With National Bank of Pakistan in local currency current accounts 85,848,781 58,922,900
National Prize Bonds 127,925 92,395
266,610,256 230,256,066

These represent current accounts maintained under the Cash Reserve Requirement of the SBP.

These represent foreign currency current accounts maintained under the Cash Reserve Requirement of the SBP.

These represent deposit accounts maintained under the Special Cash Reserve Requirement of the SBP and a US Dollar
Settlement account maintained with the SBP. These carry mark-up at rates ranging from 0.00% to 1.35% per annum (2017:
0.00% to 0.37% per annum).

These represent balances held with the Central Banks of the countries in which the Bank operates, in accordance with local
statutory / regulatory requirements. These include balances in remunerative accounts amounting to Rs 7,113.816 million
(2017: Rs 6,216.790 million), which carry mark-up at rates ranging from 0.65% to 2.00% per annum (2017: 0.01% to 7.25%
per annum).

These represent balances held with the Central Banks of the countries in which the Bank operates, in accordance with local
statutory / regulatory requirements. These carry mark-up at rates ranging from 0.00% to 15.00% per annum (2017: 1.00%
to 2.90% per annum).

BALANCES WITH OTHER BANKS Note 2018 2017
(Rupees in '000)
In Pakistan
In current accounts 57,755 223,401
Outside Pakistan
In current accounts 6.1 9,408,507 19,527,223
In deposit accounts 6.2 16,629,068 9,027,367
26,037,575 28,554,590
26,095,330 28,777,991

These include balances in remunerative current accounts amounting to Rs 4,860.167 million (2017: Rs 4,148.355 million),
which carry mark-up at a rate of 0.85% per annum (2017: 0.05% to 0.72% per annum).

These accounts carry mark-up at rates ranging from 0.15% to 23.55% per annum (2017: 0.70% to 13.25% per annum).

Note 2018 2017

LENDINGS TO FINANCIAL INSTITUTIONS (Rupees in '000)
Call money lendings 7.2 8,900,000 500,000
Repurchase agreement lendings (reverse repo) 7.3 38,045,810 31,785,507
Bai Muajjal receivables

- with State Bank of Pakistan 74 - 1,614,838

- with other financial institutions ’ 4,331,526 -

51,277,336 33,900,345

Lending to financial institutions are all in local currency.
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7.2

7.3

7.3.1

7.3.2

7.4

8.1

Call money lendings carry mark-up at rates ranging from 8.21% to 9.60% per annum (2017: 6.50% per annum) and are

due to mature latest by April 11, 2019.

Repurchase agreement lendings carry mark-up at rates ranging from 8.40% to 10.39% per annum (2017: 5.75% to 6.20%
per annum) and are due to mature latest by February 1, 2019.

Securities held as collateral against

lendings to financial institutions

Market Treasury Bills
Pakistan Investment Bonds

2018 2017
Held by Bank " urther given Total Held by Bank ' Urthergiven o o)
as collateral as collateral
(Rupees in '000)
4,995,810 4,995,810 485,507 - 485,507
33,050,000 33,050,000 31,300,000 - 31,300,000
38,045,810 38,045,810 31,785,507 - 31,785,507

The market value of securities held as collateral against repurchase agreement lendings amounted to Rs 37,301.886
million (2017: Rs 32,478.463 million).

Bai Muajjal receivables from other financial institutions carry profit at 9.85% per annum (2017: Nil) and are due to mature

latest by January 31, 2019.

INVESTMENTS

Investments by type

Held-for-trading (HFT) securities
Federal Government securities
- Market Treasury Bills
- Pakistan Investment Bonds
- liarah Sukuks
Shares
- Listed companies
Foreign securities
- Government debt securities

Available-for-sale (AFS) securities

Federal Government securities
- Market Treasury Bills
- Pakistan Investment Bonds
- ljarah Sukuks
- Government of Pakistan US Dollar Bonds
Shares
- Listed companies
- Unlisted companies
Non-Government debt securities
- Unlisted
Foreign securities
- Government debt securities
- Non-Government debt securities
- Listed
- Unlisted
- Equity securities - Unlisted
National Investment Trust units
Real Estate Investment Trust units
Preference shares

Held-to-maturity (HTM) securities

Federal Government securities
- Pakistan Investment Bonds
- Government of Pakistan US Dollar Bonds
Non-Government debt securities
- Listed
- Unlisted
Foreign securities
- Government debt securities
- Non-Government debt securities
- Listed
- Unlisted

Investment in associates and
joint venture

Investment in subsidiary
companies
Total investments

Note

8.6

8.7

83-85

8.7

2018 2017

Cost/ Provision for ~ Surplus/ Carrving value Cost/ Provision for ~ Surplus / Carrving value

amortised cost  diminution (deficit) ying amortised cost  diminution (deficit) ying

(Rupees in '000)

2,569,965 - (1,499) 2,568,466 47,907,444 - (24,893) 47,882,551
3,683,617 - (12,287) 3,671,330 17,918,321 - (13,149) 17,905,172
- - - - 1,999,062 - (262) 1,998,800
- - - 274,651 - (19,058) 255,593
90,499 - 24,575 115,074 149,311 - (15,964) 133,347
6,344,081 - 10,789 6,354,870 68,248,789 - (73,326) 68,175,463
755,955,226 - (275,224)| 755,680,002 459,455,897 - (81,235)| 459,374,662
234,705,582 - (10,063,132)| 224,642,450 372,760,146 - 569,841 | 373,329,987
53,675,083 - (170,821) 53,504,262 83,205,706 - 485,521 83,691,227
3,443,551 (33,047) 19,501 3,430,005 1,487,595 - 38,635 1,526,230
14,599,566 (4,043,987) (385,376) 10,170,203 19,661,232 (1,117,390) (1,794,580) 16,749,262
3,761,058 (82,274) - 3,678,784 2,716,232 (82,274) - 2,633,958
4,949,525 (274,630) - 4,674,895 6,799,664 (303,387) - 6,496,277
16,144,234 (45,262) 26,119 16,125,091 3,868,899 - 4,460 3,873,359
18,267,252 (6,040) (227,707) 18,033,505 15,662,353 - 61,369 15,723,722
8,874,200 (2,724) 944 8,872,420 7,286,481 - 3,357 7,289,838
5,413 - - 5,413 4,414 - - 4,414
11,113 - 31,449 42,562 11,113 - 36,190 47,303
55,000 - 4,950 59,950 154,000 - - 154,000
97,500 - - 97,500 97,500 - - 97,500
1,114,544,303 (4,487,964)  (11,039,297) 1,099,017,042 973,171,232 (1,503,051) (676,442) 970,991,739
171,850,002 - - 171,850,002 229,596,422 - - 229,596,422
139,274 - - 139,274 1,177,868 - - 1,177,868
9,092,850 - - 9,092,850 6,631,274 - - 6,631,274
20,523,772 - - 20,523,772 17,278,878 - - 17,278,878
6,920,829 (609) - 6,920,220 14,604,085 - - 14,604,085
319,849 - - 319,849 268,454 - - 268,454
1,208,886 (110) - 1,208,776 799,897 - - 799,897
210,055,462 (719) - 210,054,743 270,356,878 - - 270,356,878
11,658,852 - - 11,658,852 12,322,188 - - 12,322,188
13,945,202 - - 13,945,202 13,945,202 - - 13,945,202
1,356,547,900 (4,488,683)  (11,028,508) 1,341,030,709  1,338,044,289 (1,503,051) (749,768) 1,335,791,470
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Investments by segment

Federal Government securities

Market Treasury Bills

Pakistan Investment Bonds

ljarah Sukuks

Government of Pakistan US Dollar Bonds

Shares

Listed companies
Unlisted companies

Non-Government debt securities

Listed
Unlisted

Foreign securities

Government debt securities
Non-Government debt securities
- Listed
- Unlisted
Equity securities-unlisted

National Investment Trust units
Real Estate Investment Trust units
Preference shares

Investment in associates and joint venture
Diamond Trust Bank Kenya Limited
Himalayan Bank Limited, Nepal
Kyrgyz Investment and Credit Bank,

Kyrgyz Republic
Jubilee General Insurance Company Limited
Jubilee Life Insurance Company Limited
HBL Energy Fund
HBL Income Fund
HBL Investment Fund Class A
HBL Investment Fund Class B
HBL Islamic Asset Allocation Fund
HBL Islamic Income Fund
HBL Islamic Money Market Fund
HBL Islamic Pension Fund- Debt Sub Fund
HBL Islamic Pension Fund- Equity Sub Fund

HBL Islamic Pension Fund- Money Market Sub Fund

HBL Islamic Stock Fund

HBL Money Market Fund

HBL Multi Asset Fund

HBL Pension Fund- Debt Sub Fund

HBL Pension Fund- Equity Sub Fund

HBL Pension Fund Money- Market Sub Fund
HBL Stock Fund

PICIC Investment Fund

I " " heidi

in y comy
Habib Allied Holding Limited
Habib Finance International
Limited, Hong Kong
Habib Bank Financial Services
(Private) Limited
HBL Currency Exchange (Private) Limited
HBL Asset Management Limited
The First MicroFinance Bank Limited

Total investments

2018 2017
Cos.tl Provision Surplus / Carrying Cos'tl Provision Surplus / Carrying
amortised for B amortised for B
R (deficit) value o (deficit) value
cost diminution cost diminution
(Rupees in '000)
758,525,191 - (276,723)] 758,248,468 507,363,341 - (106,128)| 507,257,213
410,239,201 - (10,075,419)] 400,163,782 620,274,889 - 556,692 | 620,831,581
53,675,083 - (170,821)] 53,504,262 85,204,768 485,259 85,690,027
3,582,825 (33,047) 19,501 3,569,279 2,665,463 38,635 2,704,098
1,226,022,300 (33,047) (10,503,462) 1,215,485,791  1,215,508,461 974,458 1,216,482,919
14,599,566 | (4,043,987) (385,376)] 10,170,203 19,935,883 | (1,117,390) (1,813,638)] 17,004,855
3,761,058 (82,274) - 3,678,784 2,716,232 (82,274) - 2,633,958
18,360,624  (4,126,261) (385,376) 13,848,987 22,652,115  (1,199,664) (1,813,638) 19,638,813
9,092,850 - 9,092,850 6,631,274 - 6,631,274
25,473,297 (274,630) 25,198,667 24,078,542 (303,387) 23,775,155
34,566,147 (274,630) 34,291,517 30,709,816 (303,387) 30,406,429
23,155,562 (45,871) 50,694 23,160,385 18,622,295 (11,504)] 18,610,791
18,587,101 (6,040) (227,707)] 18,353,354 15,930,807 61,369 15,992,176
10,083,086 (2,834) 944 10,081,196 8,086,378 3,357 8,089,735
5413 - - 5,413 4,414 - 4,414
51,831,162 (54,745) (176,069) 51,600,348 42,643,894 53,222 42,697,116
11,113 31,449 42,562 11,113 36,190 47,303
55,000 4,950 59,950 154,000 - 154,000
97,500 97,500 97,500 97,500
3,999,244 3,999,244 3,999,244 - 3,999,244
135,665 135,665 135,665 - 135,665
256,231 256,231 256,231 - 256,231
2,006,142 - 2,006,142 1,916,081 - - 1,916,081
677,739 - 677,739 677,739 - - 677,739
300,000 - 300,000 300,000 - 300,000
475,659 - - 475,659 1,043,592 - 1,043,592
302,886 - - 302,886 - - -
334,501 - - 334,501 - - -
608,893 - 608,893 607,086 607,086
257,151 - 257,151 250,000 250,000
211,453 - 211,453 265,473 265,473
30,000 30,000 30,000 30,000
30,000 - 30,000 30,000 30,000
30,000 - 30,000 30,000 - 30,000
295,804 - 295,804 295,804 295,804
820,283 - 820,283 110,568 110,568
53,429 - 53,429 53,429 53,429
30,000 - 30,000 30,000 30,000
30,000 - 30,000 30,000 - 30,000
30,000 - 30,000 30,000 - 30,000
743,772 - 743,772 1,593,889 - 1,593,889
- - - 637,387 637,387
11,658,852 - 11,658,852 12,322,188 12,322,188
9,763,859 9,763,859 9,763,859 9,763,859
1,648,843 1,648,843 1,648,843 1,648,843
32,500 32,500 32,500 32,500
400,000 400,000 400,000 400,000
100,000 100,000 100,000 100,000
2,000,000 2,000,000 2,000,000 2,000,000
13,945,202 13,945,202 13,945,202 13,945,202
1,356,547,900  (4,488,683) (11,028,508) 1,341,030,709  1,338,044,289  (1,503,051) (749,768) 1,335,791,470
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2018 2017
Investments given as collateral (Rupees in '000)
The market value of investments given as collateral is as follows:
Federal Government securities
- Market Treasury Bills 333,213,434 131,176,965
- Pakistan Investment Bonds 29,329,018 134,613,696

Foreign securities
- Non-Government debt Securities
Listed 11,711,384 15,430,235
374,253,836 _281,220,896_

Investments include securities amounting to Rs 304.162 million (2017: Rs 293.708 million) which are held to comply with
the SBP's statutory liquidity requirements and are available for rediscounting with the SBP.

Investments include Rs 222.214 million (2017: Rs 238.518 million) pledged with the SBP against TT/DD discounting
facilities and demand loan facilities.

Investments include Rs 9.768 million (2017: Rs 10.484 million) pledged with the Controller of Military Accounts in lieu of
Regimental Fund Accounts being maintained at various branches of the Bank.

This includes investment in the Variable Rate Subordinated Loan Notes issued by Habib Allied Holding Limited, UK (HAHL),
a subsidiary company, amounting to Rs 4.166 billion equivalent US $ 30 million (2017: Rs 3.314 billion equivalent US $ 30
million). These notes are perpetual and are repayable either at the option of the Bank or five years after receipt of
repayment notice from the note holder. The Financial Services Authority (FSA) approval is required prior to repayment.
Interest is payable on a six monthly basis at 6 month LIBOR+ 5.75% (2017: 6 month LIBOR+5.75%).

The market value of investment classified as held-to-maturity and investment in listed associates and joint venture is as
follows:

2018 2017
Book value Market value Book value Market value
(Rupees in '000)

- Investment classified as held-to-maturity 210,054,743 194,128,729 270,356,878 272,433,165
- Investment in listed associates and joint venture 11,222,621 35,649,612 11,885,957 39,352,301
2018 2017

Particulars of provision held against diminution in the value of investments (Rupees in '000)
Opening balance 1,503,051 866,152
Exchange adjustment 10,647 -
Charge / reversals

Charge for the year 3,654,300 1,289,086

Reversal for the year (28,757) (32,573)

Reversed on disposal during the year (650,558) (619,614)
Net charge 2,974,985 636,899
Closing balance 4,488,683 1,503,051
Particulars of provision against debt securities

2018 2017
Non- Non-
Performing Provision Performing Provision
Category of classification Investment Investment
(Rupees in '000)

Domestic
Loss 274,630 274,630 303,387 303,387

In addition to the above, overseas branches hold a provision of Rs 87.792 million pertaining to investments in accordance
with IFRS 9 to meet the requirements of the regulatory authorities of the respective countries in which the Bank operates.
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8.9.2 Exposure amounting to Rs 4,249.895 million (2017: Rs 6,071.278 million) relating to privately placed TFCs of Pakistan
International Airlines Corporation Limited (PIACL) has not been classified as non-performing in accordance with a relaxation
from Regulation-8 of the Prudential Regulations given by the SBP through its letter No. BPRD/ BRD(policy)/ 2018-21629
dated October 04, 2018. These TFCs are fully guaranteed by the Government of Pakistan and do not require any provision.
However, mark-up income has been suspended on this amount and is only recognised when received.

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

2018 2017
Cost

(Rupees in '000)
Federal Government securities - Government guaranteed

Market Treasury Bills 755,955,226 459,455,897
Pakistan Investment Bonds 234,705,582 372,760,146
ljarah Sukuks 53,675,083 83,205,706
Government of Pakistan US Dollar Bonds 3,443,551 1,487,595

1,047,779,442 916,909,344

Shares

Listed companies

Automobile Parts and Accessories 122,869 138,216
Cement 2,493,024 2,509,343
Chemical 224,083 224,083
Commercial Banks 1,115,136 2,271,099
Engineering 285,553 248,168
Fertilizer 1,566,292 3,633,896
Food and Personal Care Products 696,032 662,602
Insurance 270,498 270,498
Investment Banks / Investment Companies / Securities Companies 1,122,067 1,122,067
Oil and Gas Exploration Companies 921,375 900,210
Oil and Gas Marketing Companies 842,659 1,144,758
Power Generation and Distribution 3,586,815 4,675,568
Refinery 386,561 418,399
Technology and Communication 592,848 947,814
Textile Composite 373,754 494,511
14,599,566 19,661,232
2018 2017

Unlisted companies Cost Breakup value Cost Breakup value

(Rupees in '000)

Central Depository Company of Pakistan Limited 256,347 658,861 256,347 439,179
Engro Powergen Thar (Private) Limited 1,599,623 2,624,676 1,395,085 1,998,345
Pakistan Mortgage Refinance Company Limited 500,000 501,286 15,300 15,735
Sindh Engro Coal Mining Company Limited 1,316,258 1,575,511 956,800 1,120,293
Pak Agriculture Storage and Services

Corporation Limited 5,500 1,331,012 5,500 1,256,081
DHA Cogen Limited - (2,497,155) - (2,497,155)
National Institutional Facilitation

Technologies (Private) Limited 1,527 71,188 1,527 68,784
First Women Bank Limited 63,300 208,937 63,300 219,603
National Investment Trust Limited 100 972,967 100 1,079,031
SME Bank Limited 13,474 (8,996) 13,474 (954)
Society for Worldwide Interbank Financial
Telecommunication (S.W.I.F.T) 4,929 41,350 8,799 42,607

3,761,058 5,479,637 2,716,232 3,741,549
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Non-Government debt securities
Unlisted

Unrated

Foreign securities

Government debt securities

Bahrain
Lebanon
Maldives
Mauritius
Oman
Singapore
Srilanka

Non-Government debt securities

Listed
AA+ AA AA-
A+ A A-
BBB+, BBB, BBB-
B+, B, B-

Unlisted
AAA
A+ A A-
BBB+, BBB, BBB-
Unrated

Equity securities
Unlisted
The Benefit Company, Bahrain
Credit Information Bureau, Sri Lanka
Lanka Clear (Private) Limited, Sri Lanka
SME Equity Fund Limited, Mauritius
National Investment Trust units - listed

Real Estate Investment Trust Units - listed

Preference shares - listed

Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

2018
Cost

2017

(Rupees in '000)

4,949,525 6,799,664
2018 2017
Cost Rating Cost Rating
(Rupees in '000) (Rupees in '000)
2,624,914 BB- 256,346 BB+
1,282,142 B3 -
4,770,054 B2 -
2,952,693 Baa1 1,318,699 Baa1
1,402,509 Baa3 -
2,440,884 Aaa 1,733,340 Aaa
671,038 B2 560,514 B1
16,144,234 3,868,899
2018 2017
Cost

(Rupees in '000)

1,111,518 2,874,886
10,028,512 8,535,367
6,444,007 4,252,100
683,215 -
18,267,252 15,662,353

102,009 331,113
1,890,230 1,502,990
- 42,183
6,881,961 5,410,195
8,874,200 7,286,481
2,947 2,343

61 58

380 360
2,025 1,653
5,413 4,414
11,113 11,113
55,000 154,000
97,500 97,500
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Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

Particulars relating to held-to-maturity securities are as follows:

Federal Government securities - Government guaranteed

Pakistan Investment Bonds

Government of Pakistan US Dollar Bonds

Non-Government debt securities

Listed
AA+, AA, AA-
A+ A, A-

Unlisted
AAA
AA+, AA, AA-
A+ A A-
Unrated

Foreign securities

Government debt securities

Bahrain
Bangladesh
Lebanon
Maldives
Mauritius
Oman
Seychelles
Sri Lanka

Non-Government debt securities

Listed
BB+, BB, BB-
B+, B, B-

Unlisted
AA+ AA, AA-
A+, A, A-
Unrated

2018

2017

Cost / Amortised cost

(Rupees in '000)

171,850,002 229,596,422
139,274 1,177,868
171,989,276 230,774,290
8,658,877 6,497,274
433,973 134,000
9,092,850 6,631,274
11,319,440 9,738,190
1,681,970 781,000
2,403,822 1,048,357
5,118,540 5,711,331
20,523,772 17,278,878
2018 2017
Cost / Cost /
amortised amortised
cost Rating cost Rating
(Rupees in '000) (Rupees in '000)
866,409 BB- 1,680,086 BB+
1,500,969 Ba3 2,484,279 Ba3
342,548 B3 1,373,582 B3
904,084 B2 4,157,501 B2
304,077 Baa1 1,992,051 Baa1
2,861,553 Baa3 2,135,241 Baa2
- 436,199 BB-
141,189 B2 345,146 B1
6,920,829 14,604,085
2018 2017

Cost / amortised cost

(Rupees in '000)

319,849 -
- 268,454
319,849 268,454
642,242 87,528

- 179,950
566,644 532,419
1,208,886 799,897
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8.12 Summary of financial information of associates, joint venture and subsidiaries

2018
Based (?n th.e Percentage Profit / Total
annual/ |r]ter|m Country (.’f of Assets Liabilities Revenue  (loss) after c?m;.)rehen-
financial Incorporation . sive income
Holding tax
statements as on I (loss)
-------------------------------------- (RUPEES [N "000) ==nwsmmmmvmmmemmmnmmmsmsmmmnmnmnmnmnnans
Diamond Trust Bank Kenya Limited September 30,2018 Kenya 16.15% 525,377,300 447,614,792 49,162,423 8,363,446 7,791,007
Himalayan Bank Limited October 17, 2018 Nepal 20.00% 153,717,681 135,061,073 13,288,725 3,015,678 3,020,298
Kyrgyz Investment and Credit Bank December 31,2018  Kyrgyzstan 18.00% 52,956,428 43,965,367 3,978,561 571,876 571,876
Jubilee General Insurance Company Limited September 30,2018 Pakistan 19.80% 23,190,518 14,828,283 6,378,439 1,048,444 790,395
Jubilee Life Insurance Company Limited September 30,2018 Pakistan 18.52% 137,154,653 127,160,799 12,806,103 2,997,144 2,995177
HBL Energy Fund December 31,2018  Pakistan 31.50% 877,028 42,772 (78,843) (114,164) (114,164)
HBL Income Fund December 31,2018  Pakistan 35.57% 2,097,234 56,949 217,034 167,674 163,277
HBL Investment Fund Class A December 31,2018  Pakistan 17.13% 2,193,289 9,164 37,705 (1,237) (205,443)
HBL Investment Fund Class B December 31,2018  Pakistan 17.32% 2,747,029 249,721 (79,713) (206,909) (206,909)
HBL Islamic Asset Allocation Fund December 31,2018  Pakistan 28.04% 2,253,997 2,232,949 127,722 59,111 51,684
HBL Islamic Income Fund December 31,2018  Pakistan 7.13% 3,769,559 36,614 314,928 253,982 253,982
HBL Islamic Money Market Fund December 31,2018  Pakistan 32.35% 974,480 7,420 62,408 49,359 49,359
HBL Islamic Pension Fund - Debt Sub Fund December 31,2018  Pakistan 39.37% 111,923 1,130 6,707 4,500 4,181
HBL Islamic Pension Fund - Equity Sub Fund December 31,2018  Pakistan 57.86% 189,006 3,801 190 (4,557) 5,808
HBL Islamic Pension Fund - Money Market Sub Fund December 31,2018  Pakistan 45.88% 94,573 890 5,443 3,664 3,702
HBL Islamic Stock Fund December 31,2018  Pakistan 28.26% 2,274,282 36,665 (126,967) (214,001) (195,650)
HBL Money Market Fund December 31,2018  Pakistan 12.39% 10,973,341 3,520,870 521,111 429,651 429,651
HBL Multi Asset Fund December 31,2018  Pakistan 50.20% 282,413 16,493 17,126 (1,929) (5,927)
HBL Pension Fund - Debt Sub Fund December 31,2018 Pakistan 28.20% 176,381 2,203 12,552 8,687 8,588
HBL Pension Fund - Equity Sub Fund December 31,2018  Pakistan 45.22% 222,227 2,972 12,411 (4,453) 10,307
HBL Pension Fund - Money Market Sub Fund December 31,2018  Pakistan 27.38% 168,263 1,864 11,149 7,960 7,960
HBL Stock Fund December 31,2018  Pakistan 49.76% 4,198,376 844,630 (234,682) (436,709) (344,301)
PICIC Investment Fund December 31,2018 Pakistan - - - 200,505 115,858 308,902
Habib Allied Holding Limited December 31,2018  United Kingdom 90.50% 109,395,641 98,007,527 3,176,750  (1,122,249)  (1,651,910)
Habib Finance International Limited December 31,2018 Hong Kong 100.00% 2,672,887 50,009 22,202 (111,401) (111,401)
Habib Bank Financial Services (Private) Limited December 31,2018  Pakistan 100.00% 59,862 118 2,498 1 Al
HBL Currency Exchange (Private) Limited December 31,2018 Pakistan 100.00% 1,374,288 32,841 764,895 383,365 383,365
HBL Asset Management Limited December 31,2018  Pakistan 100.00% 3,278,287 2,380,389 865,354 154,088 153,328
The First MicroFinance Bank Limited December 31,2018  Pakistan 50.51% 37,622,462 32,121,331 6,556,385 997,875 996,273
2017
Based on the i Total
annual / interim Country of Percentage Profit/ comprehen-
. . of Assets Liabilities Revenue  (loss)after . "%
financial Incorporation . sive income
Holding tax
statements as on I (loss)
-------------------------------------- (RUPEES iN "000) =mmwsmsmmwmmmemmmmmmmmmnmmmnmnmnmnmnmnns
Diamond Trust Bank Kenya Limited September 30,2017  Kenya 16.15% 383,101,389 327,433,269 30,218,318 5,239,849 4,850,701
Himalayan Bank Limited October 17, 2017 Nepal 20.00% 122,007,480 108,878,428 2,513,282 416,857 416,857
Kyrgyz Investment and Credit Bank December 31,2017 Kyrgyzstan 18.00% 43,044,952 36,055,814 3,273,636 480,270 462,477
Jubilee General Insurance Company Limited September 30,2017  Pakistan 19.25% 18,968,650 12,113,495 4,445,791 795,606 796,446
Jubilee Life Insurance Company Limited September 30, 2017 Pakistan 18.52% 114,238,218 108,552,565 20,105,396 1,608,479 1,608,479
HBL Energy Fund December 31,2017 Pakistan 25.90% 1,269,958 112,546 (50,358) (56,116) (65,115)
HBL Income Fund December 31,2017 Pakistan 47.14% 3,477,739 57,228 271,973 179,215 178,097
HBL Islamic Asset Allocation Fund December 31,2017 Pakistan 21.47% 2,877,444 17,145 220,739 75,698 33,756
HBL Islamic Income Fund December 31,2017 Pakistan 5.27% 4,767,919 10,821 164,957 135,275 135,275
HBL Islamic Money Market Fund December 31,2017 Pakistan 44.69% 887,232 5,807 38,247 27,141 27,143
HBL Islamic Pension Fund - Debt Sub Fund December 31,2017  Pakistan 45.25% 93,651 1,010 5,496 3,568 2,930
HBL Islamic Pension Fund - Equity Sub Fund December 31,2017  Pakistan 72.03% 161,156 6,841 11,478 6,428 (34,641)
HBL Islamic Pension Fund - Money Market Sub Fund  December 31,2017  Pakistan 56.95% 73,109 927 3,726 2,305 2,344
HBL Islamic Stock Fund December 31,2017 Pakistan 46.25% 1,494,818 55,752 85,868 (28,052) (193,451)
HBL Money Market Fund December 31,2017 Pakistan 3.74% 5,032,999 67,337 211,754 197,860 197,861
HBL Multi Asset Fund December 31,2017 Pakistan 41.97% 337,752 13,742 43,997 15,186 (88,656)
HBL Pension Fund - Debt Sub Fund December 31,2017  Pakistan 23.57% 201,090 2,229 12,628 8,564 7,997
HBL Pension Fund - Equity Sub Fund December 31,2017 Pakistan 48.05% 220,042 3,026 12,205 7,300 (35,610)
HBL Pension Fund - Money Market Sub Fund December 31,2017  Pakistan 27.88% 157,373 2,197 10,289 7,229 7,217
HBL Stock Fund December 31,2017 Pakistan 71.87% 5,512,758 155,247 612,930 124,599 (855,707)
PICIC Investment Fund December 31,2017 Pakistan 17.13% 5,365,476 239,089 (314,685) (441,111) (896,843)
Habib Allied Holding Limited December 31,2017 United Kingdom  90.50% 100,273,918 89,255,951 3,457,499 128,005 (51,501)
Habib Finance International Limited December 31,2017 Hong Kong 100.00% 11,641,919 665,795 991,291 152,224 152,224
Habib Bank Financial Services (Private) Limited December 31,2017 Pakistan 100.00% 63,749 4,655 2,405 (865) (865)
HBL Currency Exchange (Private) Limited December 31,2017  Pakistan 100.00% 993,916 34,849 238,036 99,370 99,370
HBL Asset Management Limited December 31,2017 Pakistan 100.00% 3,695,475 2,950,905 836,588 70,070 70,407
The First MicroFinance Bank Limited December 31,2017 Pakistan 50.51% 25,940,688  21,435139 4,021,484 685,772 678,603

8.12.1 The Bank has significant influence in Diamond Trust Bank Kenya Limited, Kyrgyz Investment and Credit Bank, Jubilee
General Insurance Company Limited and Jubilee Life Insurance Company Limited because of AKFED's holding in these
entities.
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9.1

9.2

9.3

9.4
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Performing Non - performing Total
ADVANCES Note 2018 2017 2018 2017 2018 2017
(Rupees in '000)
Loans, cash credits, running finances, etc. 9.1 858,956,737 684,770,624 66,204,592 61,767,307 925,161,329 746,537,931
Islamic financing and related assets 9.2 103,488,928 84,304,490 111,174 103,513 103,600,102 84,408,003
Bills discounted and purchased 48,120,612 28,124,820 5,248,713 5,166,809 53,369,325 33,291,629
Advances - gross 1,010,566,277 797,199,934 71,564,479 67,037,629 1,082,130,756 864,237,563
Provision against advances
- Specific 95 | - | | - | | (63,193,300) (60,792,948)| | (63,193,300)| | (60,792,948)
- General ’ (3,083,530) (2,755,637) - - (3,083,530) (2,755,637)
(3,083,530) (2,755,637)  (63,193,300) (60,792,948) (66,276,830) (63,548,585)
Advances-net of provision 1,007,482,747 794,444,297 8,371,179 6,244,681 1,015,853,926 800,688,978
This includes net investment in finance lease as disclosed below :
2018 2017
Not later Later than Not later Later than
More than More than
than one  one and upto . Total than one one and upto ) Total
. five years ) five years
year five years year five years
(Rupees in '000)
Total minimum lease
payments 62,580 18,823,708 4,244,227 23,130,515 38,140 16,524,839 3,961,144 20,524,123
Financial charges for
future periods (3,069)  (3,279,499) (936,566) (4,219,134) (1,256) (2,595,059) (800,147) (3,396,462)
Present value of minimum
lease payments 59,511 15,544,209 3,307,661 18,911,381 36,884 13,929,780 3,160,997 17,127,661

Information related to Islamic financing and related assets is given in note 3 of Annexure "I" and is an integral part of these
unconsolidated financial statements.

2018 2017
Particulars of advances (Gross) (Rupees in '000)
In local currency 911,714,456 716,212,590
In foreign currencies 170,416,300 148,024,973

1,082,130,756 864,237,563

Advances include Rs 71,564.479 million (2017: Rs 67,037.629 million) which have been placed under non-performing status
as detailed below:

Category of Classification 2018 2017
Non - Non -
performing Provision performing Provision
advances advances
(Rupees in '000)
Domestic
Other assets especially mentioned 801,712 - 1,025,320 -
Substandard 4,112,988 651,742 2,872,439 1,159,974
Doubtful 1,633,835 816,918 1,534,738 767,369
Loss 42,054,406 || 40,989,981 44,823,375 43,688,631
48,602,941 42,458,641 50,255,872 45,615,974
Overseas
Not past due but impaired 384,740 195,054 145,729 37,303
Overdue by:
Upto 90 days 47,250 3,875 316,710 66,339
91 to 180 days 1,360,996 1,156,936 678,529 335,938
181 to 365 days 1,423,881 1,003,933 656,566 421,350
> 365 days 19,744,671 || 18,374,861 14,984,223 14,316,044
22,961,538 20,734,659 16,781,757 15,176,974
Total 71,564,479 63,193,300 67,037,629 60,792,948
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9.5  Particulars of provision against advances

Note 2018 2017
Specific General Total Specific General Total
(Rupees in '000)

Opening balance 60,792,948 2,755,637 63,548,585 60,513,286 3,328,371 63,841,657
Exchange adjustment 4,218,059 287,727 4,505,786 782,290 72,468 854,758
Charge for the year 5,955,190 301,560 6,256,750 | | 4,996,892 257,577 5,254,469
Reversal for the year 9.5.1 (3,981,916) (356,438) (4,338,354) (4,198,521) (898,245) (5,096,766)
Net charge / (reversal) against advances 1,973,274 (54,878) 1,918,396 798,371 (640,668) 157,703
Charged off during the year- agriculture financing 9.7 (477,679) - (477,679) (400,719) - (400,719)
Written off during the year 9.8 (3,313,302) - (3,313,302) (308,726) - (308,726)
Impact of adoption of IFRS 9 4.1.2 - 95,044 95,044 - - -

Transfer out on sale of Kenya and Paris business - - - (591,554) (21,004) (612,558)
Other movements - - - - 16,470 16,470
Closing balance 63,193,300 3,083,530 66,276,830 60,792,948 2,755,637 63,548,585

9.5.1 This includes reversal of provision amounting to Rs Nil (2017: Rs 68.374 million) due to acquisition of non-banking assets in
satisfaction of claims.

2018 2017
Specific General Total Specific General Total
9.5.2 Particulars of provision against advances (Rupees in '000)
In local currency 41,472,787 1,652,318 43,125,105 44,733,139 1,405,701 46,138,840
In foreign currencies 21,720,513 1,431,212 23,151,725 16,059,809 1,349,936 17,409,745

63,193,300 3,083,530 66,276,830 60,792,948 2,755,637 63,548,585

9.6  General provision includes provision amounting to Rs 1,652.318 million (2017: Rs 1,405.701 million) against consumer
finance portfolio. General provision also includes Rs 1,431.212 million (2017: Rs 1,349.936 million) pertaining to overseas
advances to meet the requirements of the regulatory authorities of the respective countries in which the Bank operates.

9.7  These represent non-performing advances for agriculture finance which have been classified as loss, are fully provided and
are in default for more than 3 years. These non-performing advances have been charged off by extinguishing them against
the provision held in accordance with the SBP's Prudential Regulations for Agriculture Financing. This charge off does not, in
any way, prejudice the Bank's right of recovery from these customers.

Note 2018 2017
9.8  Particulars of write offs (Rupees in '000)
9.8.1 Against provisions 9.5 3,313,302 308,726
Against charge - off 31,064

3,313,302 339,790

9.8.2 Analysis of write offs
Write offs of Rs 500,000 and above

- Domestic 9.9.1 1,754,587 109,429
- Overseas 9.9.2 1,450,903 639
Write offs of below Rs 500,000 107,812 229,722

3,313,302 339,790

9.9 Details of written - off advances of Rs 500,000 and above

9.9.1 The statement required under sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962 in respect of
written-off advances or any other financial relief of five hundred thousand rupees or above allowed to a person(s) during the
year ended December 31, 2018 is given in Annexure Il to these unconsolidated financial statements.

9.9.2 These include write-offs or financial relief allowed to borrowers in those countries where there are disclosure restrictions.

Note 2018 2017

10 FIXED ASSETS (Rupees in '000)
Capital work-in-progress 10.1 2,264,230 16,339,113
Property and equipment 10.2 60,252,924 38,991,464

62,517,154 55,330,577

10.1 Capital work-in-progress

Civil works 856,424 12,685,722
Equipment 20,465 2,440,975
Advances to suppliers and contractors 1,387,341 1,212,416

2,264,230 16,339,113
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10.2 Property and equipment

2018
Building on || Building on Leasehold || Furniture Elezctrical,
Freehold || Leasehold . office and .
land land Freehold Leasehold || Machinery || Improve- . and computer Vehicles Total
land land ments fixtures .
equipment
(Rupees in '000)
At January 1, 2018
Cost / revalued amount 512,214 24,303,961 210,721 7,403,018 340,355 4,732,340 1,878,572 15,463,735 533,184 55,378,100
Accumulated depreciation - - (62,273) (103,110) (649) (3,403,722) (1,236,297) (11,195,056) (385,529)  (16,386,636)
Net book value 512,214 24,303,961 148,448 7,299,908 339,706 1,328,618 642,275 4,268,679 147,655 38,991,464
Year ended December 31, 2018
Opening net book value 512,214 24,303,961 148,448 7,299,908 339,706 1,328,618 642,275 4,268,679 147,655 38,991,464
Additions - 3,535,825 - 9,531,916 3,158,714 910,119 1,644,887 4,887,755 304,041 23,973,257
Movement in surplus on assets
revalued during the year - - - - - - - - -
Disposals - (6,000) - (470) - (3,743) (3,844) (9,628) (182) (23,867)
Depreciation charge - - (16,122) (154,734) (71,480)  (582,533)  (184,608)  (1,835,162) (76,419)  (2,921,058)
Exchange rate adjustments 95,913 - 16,885 3,510 - 75,217 35,605 63,716 11,103 301,949
Other adjustments / transfers - - 11,612 14,510 17 (20,887) (98,921) 22,766 2,082 (68,821)
Closing net book value 608,127 27,833,786 160,823 16,694,640 3,426,957 1,706,791 2,035,394 7,398,126 388,280 60,252,924
At December 31, 2018
Cost / revalued amount 608,127 27,833,786 244,784 16,855,390 3,499,213 5747123 3,348,491 19,957,414 831,636 78,925,964
Accumulated depreciation - - (83,961) (160,750) (72,256) (4,040,332) (1,313,097) (12,559,288) (443,356)  (18,673,040)
Net book value 608,127 27,833,786 160,823 16,694,640 3,426,957 1,706,791 2,035,394 7,398,126 388,280 60,252,924
Rate of depreciation (%) - - 35 167333 10 20 1020  10-33 1020
2017
Building on || Building on Leasehold || Furniture Electrical,
Freehold || Leasehold . office and .
land land Freehold Leasehold || Machinery || Improve- . and computer Vehicles Total
land land ments fixtures .
equipment
(Rupees in '000)
At January 1, 2017
Cost / revalued amount 309,881 15,410,395 189,182 6,285,749 508,281 4443531 1,616,466 13,127,639 555,528 42,446,652
Accumulated depreciation - - (62,722) (507,893) (82,951) (3,227,843)  (592,545)  (9,289,122) (355,673)  (14,118,749)
Net book value 309,881 15,410,395 126,460 5,777,856 425330 1,215,688 1,023,921 3,838,517 199,855 28,327,903
Year ended December 31, 2017
Opening net book value 309,881 15,410,395 126,460 5,777,856 425330 1,215,688 1,023,921 3,838,517 199,855 28,327,903
Additions - 491 - 320,726 39,522 272,487 581,514 1,793,010 15,331 3,023,081
Movement in surplus on assets
revalued during the year 157,349 8,702,566 13,163 1,165,396 (62,537) - - - - 9,975,937
Impairment reversal during the year - 483,714 - 189,656 - - - - - 673,370
Disposals - - - (2,152) - (130) (4,726) (5,451) (1,485) (13,944)
Depreciation charge - - (185) (177,495) (69,165)  (479,415)  (876,494)  (1,465,888) (57,485)  (3,126,127)
Exchange rate adjustments 48,074 - 9,733 19,854 - 11,440 23,986 17,823 13,338 144,248
Other adjustments / transfers (3,090) (293,205) (723) 6,067 6,556 308,548  (105,926) 90,668 (21,899) (13,004)
Closing net book value 512,214 24,303,961 148,448 7,299,908 339,706 1,328,618 642,275 4,268,679 147,655 38,991,464
At December 31,2017
Cost / revalued amount 512,214 24,303,961 210,721 7,403,018 340,355 4,732,340 1,878,572 15,463,735 533,184 55,378,100
Accumulated depreciation - (62,273) (103,110) (649) (3,403,722) (1,236,297) (11,195,056) (385,529)  (16,386,636)
Net book value 512,214 24,303,961 148,448 7,299,908 339,706 1,328,618 642,275 4,268,679 147,655 38,991,464
Rate of depreciation (%) - - 35 167-3.33 10 20 10-20 10-33 10-20

10.2.1 With effect from January 2018, the estimated useful lives of certain items of furniture and fixtures and electrical, office and
computer equipment have been revised from 3 years to upto 10 years to make them more reflective of the consumption
pattern of the assets. The effect of these changes on depreciation expense in the current year and the next year is as follows:

2019 2018
(Rupees in '000)
Decrease in depreciation expense
Furniture and fixtures 20,731 22,559
Electrical, office and computer equipment 273,549 471,657
294,280 494,216
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10.3  Revaluation of properties

The properties of the Bank were last revalued by independent professional valuers as at December 31, 2017. The
revaluation was carried out by M/s Igbal A. Nanjee & Co. (Private) Limited, M/s Colliers International Pakistan (Private)
Limited, M/s J & M Associates, Imad Saffiuddine, M/s United Valuers (Pte) Limited and M/s Sunil Fernando & Associates
(Private) Limited on the basis of professional assessment of present market values. This revaluation had resulted in an
increase in surplus by Rs 9,960.433 million. The total surplus arising against revaluation of fixed assets as at December 31,
2018 amounts to Rs 22,425.746 million.

10.4 Had there been no revaluation, the carrying amounts of revalued assets would have been as follows:

2018 2017
(Rupees in '000)

Freehold land 309,466 213,554
Leasehold land 8,632,036 5,096,459
Building on freehold land 72,704 36,434
Building on leasehold land 13,857,424 4,409,017

22,871,630 9,755,464

10.5 Details of disposal of fixed assets

The information relating to disposal of fixed assets is given in Annexure Il and is an integral part of these unconsolidated
financial statements.

10.6  The carrying amount of fixed assets held for disposal amounted to Rs 7.191 million (2017: Rs 11.179 million).
10.7  The cost of fully depreciated fixed assets that are still in the Bank's use is as follows:

Note 2018 2017
(Rupees in 000)

Leasehold Improvements 2,314,122 1,818,780
Furniture and fixture 617,232 561,547
Electrical, office and computer equipment 6,569,448 6,103,467
Vehicles 202,328 204,254
9,703,130 8,688,048
1" INTANGIBLE ASSETS
Capital work-in-progress - computer software 831,891 656,048
Intangible assets 1.1 1,886,665 934,057
2,718,556 1,590,105
11.1  Intangible assets
Computer software
At January 1,
Cost 3,451,699 3,199,009
Accumulated amortisation (2,517,642) (2,292,316)
Net book value 934,057 906,693
Year ended December 31,
Opening net book value 934,057 906,693
Purchased during the year 1,230,828 684,222
Amortisation charge (287,606) (661,696)
Exchange rate adjustments 5,756 -
Other adjustments 3,630 4,838
Closing net book value 1,886,665 934,057
At December 31,
Cost 4,856,332 3,451,699
Accumulated amortisation (2,969,667) (2,517,642)
Net book value 1,886,665 934,057
Rate of amortisation (%) 10-33.33 10-33.33
Useful life (years) 3-10 3-10
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11.1.1 With effect from January 2018, the estimated useful lives of certain items of computer software have been revised and
amortisation rates have been changed from 33% to 10% - 33% to make them more reflective of the consumption pattern of
the assets. The effect of these changes on amortisation expense in the current year and the next year is as follows:

Decrease in amortisation expense of computer software

2019

2018

(Rupees in '000)

312,753

448,566

11.2  The cost of fully amortised intangible assets that are still in the Bank's use amounted to Rs 1,702.357 million (2017: Rs

1,702.357 million).

Note 2018 2017
12 DEFERRED TAX ASSETS (Rupees in '000)
(Restated)
Deductible temporary differences on
- Tax losses of overseas branches 249,991 -
- Provision against investments 1,397,101 372,791
- Provision against doubtful debts and off-balance sheet obligations 3,210,350 3,220,462
- Liabilities written back under section 34(5) of the Income Tax Ordinance (ITO) 2001 1,382,428 1,272,861
- Provision against other assets 45,760 63,953
- Deficit on revaluation of investments 20 3,863,754 236,755
- Deficit on revaluation of fixed assets 147,144 147,144
- Islamic financing ljarah 101,123 -
10,397,651 5,313,966
Taxable temporary differences on
- Accelerated tax depreciation (1,857,153) (142,475)
- Surplus on revaluation of fixed assets 20 (1,109,480) (1,136,602)
- Surplus on revaluation of non-banking assets 20 - (847)
- Exchange translation reserve (347,300) (133,585)
(3,313,933) (1,413,509)
Net deferred tax assets 7,083,718 3,900,457
12.1  Movement in temporary differences during the year
Balanceas  Recognised  Recognised Balance as  Recognised Recognised Balance as
at January in profit in equity at December in profit in equity at December
1, 2017 and loss 31,2017 and loss 31,2018
(Rupees in '000)
Deductible temporary differences on
-Tax losses of overseas branches - - - 249,991 249,991
- Provision against investments 142,699 230,092 372,791 1,024,310 1,397,101
- Provision against doubtful debts
and off-balance sheet obligations 3,373,250 (152,788) 3,220,462 (10,112) 3,210,350
- Liabilities written back under section
34(5) of the ITO 2001 1,256,872 15,989 1,272,861 109,567 1,382,428
- Provision against other assets 72,853 (8,900) - 63,953 (18,193) - 45,760
- Deficit on revaluation of investments (5,933,633) - 6,170,388 236,755 - 3,626,999 3,863,754
- Deficit on revaluation of fixed assets 157,419 (10,275) 147,144 - 147,144
- Islamic financing ljarah 101,123 101,123
Taxable temporary differences on
- Accelerated tax depreciation (115,276) (27,199) - (142,475) (1,714,678) - (1,857,153)
- Surplus on revaluation of fixed assets (693,788) 23,039 (465,853) (1,136,602) 27,888 (766) (1,109,480)
- Surplus on revaluation of non-banking
assets (6,203) 90 5,266 (847) 81 766 -
- Exchange translation reserve (110,747) 110,747 (133,585) (133,585) - (213,715) (347,300)
Net deferred tax (liabilities) / assets (1,856,554) 180,795 5,576,216 3,900,457 (230,023) 3,413,284 7,083,718

@ ANNUAL REPORT 2018




Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

Note 2018 2017
13 OTHER ASSETS (Rupees in '000)
(Restated)
Mark-up / return / profit / interest accrued in local currency 27,936,523 29,697,021
Mark-up / return / profit / interest accrued in foreign currency 1,912,478 1,813,861
Advances, deposits, advance rent and other prepayments 2,514,308 2,155,977
Advance taxation 44,593,889 27,596,059
Advances for subscription of shares 50,000 50,000
Stationery and stamps on hand 84,346 62,141
Accrued fees and commissions 1,028,721 710,174
Due from Government of Pakistan / SBP 989,672 1,151,538
Mark to market gain on forward foreign exchange contracts 9,186,058 3,902,373
Mark to market gain on derivative instruments 22.2 53,987 102,616
Non-banking assets acquired in satisfaction of claims 13.1 1,596,579 1,728,765
Receivable from defined benefit plan 36.4.4 35,293 -
Branch adjustment account 2,033,922 825,177
Acceptances 11,278,036 10,956,003
Clearing and settlement accounts 1,894,880 2,531,088
Dividend receivable 4,443 40,010
Claims against fraud and forgeries 545,909 511,631
Others 1,070,289 421,673
106,809,333 84,256,107
Provision held against other assets 13.2 (923,201) (825,520)
Other assets- net of provision 105,886,132 83,430,587
Surplus on revaluation of non-banking assets acquired in satisfaction of claims ~ 20.2 421,742 283,667
Other assets - total 106,307,874 83,714,254

13.1  Details of revaluation of non-banking assets acquired in satisfaction of claims
The details of the latest revaluation of non-banking assets acquired in satisfaction of claims are as follows:

Note 2018 2017
(Rupees in '000)

Carrying amount as at December 31, 1,844,326 2,340,949
Revalued amount as at December 31, 1,995,169 1,967,665
Increase/ (decrease) in surplus 20.2 140,421 (390,952)
Reversal of impairment 10,422 17,668
Year in which last valuation conducted 2018 2017

13.1.1 Non-banking assets acquired in satisfaction of claims have been revalued by independent professional valuers as at
December 31, 2018. The revaluation was carried out by M/s Joseph Lobo (Private) Limited, M/s Harvester Services
(Private) Limited, M/s J & M Associates, and M/s Creative Consultant and Construction on the basis of professional
assessment of present market values and resulted in an increase in surplus by Rs 140.421 million. The total surplus arising
against revaluation of non banking assets acquired in satisfaction of claims as at December 31, 2018 amounts to Rs
421.742 million.

Note 2018 2017
(Rupees in '000)
13.1.2 Non-banking assets acquired in satisfaction of claims

Opening balance 1,967,665 2,383,392
Exchange adjustment - 10,548
Additions - 68,374
Revaluation during the year 20.2 140,421 (390,952)
Transferred to fixed asset (122,988) (120,147)
Depreciation (351) (1,218)
Impairment reversal 10,422 17,668
Closing balance 1,995,169 1,967,665
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Note
13.2  Provision held against other assets

Advances, deposits, advance rent and other prepayments
Non-banking assets acquired in satisfaction of claims
Claims against fraud and forgery

Suit filed cases

Others

13.2.1 Movement in provision against other assets

Opening balance

Exchange adjustment

Charge for the year

Reversal for the year

Net charge

Written off during the year

Transfer out on sale of Kenya business
Other movement

Closing balance

14 BILLS PAYABLE

In Pakistan
Outside Pakistan

15 BORROWINGS

Secured

Borrowings from the SBP under
- Export refinance scheme 15.2
- Long term financing facility 15.3
- Financing facility for renewable energy power plants 15.4
- Refinance facility for modernization of SMEs 15.5
- Financing facility for storage of agricultural produce 15.6

Repurchase agreement borrowings 15.7
Unsecured
- Call money borrowings 15.8
- Overdrawn nostro accounts

- Borrowings of overseas branches 15.9
- Other long-term borrowings 15.10

15.1  Particulars of borrowings with respect to currencies

In local currency
In foreign currencies
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2018

2017

(Rupees in '000)

5,819 3,324
23,152 44,767
545,909 511,631
294,272 233,602
54,049 32,196
923,201 825,520
825,520 533,151
62,052 14,294
220,974 564,388

(13,831) (70,070)
207,143 494,318

(164,427) (79,141)

- (157,002)
(7,087) 19,900
923,201 825,520
41,317,093 31,288,704
1,008,161 2,328,557
42,325254 33,617,261
33,533,707 | [ 26,343,510
10,453,762 9,781,716
104,853 70,407
14,300 9,500

7,500 -

44114122 36,205,133
373,810,983 279,802,790
417,925,105 316,007,923
5,700,000 | [ 11,385,000
6,021,355 1,540,136
42,314,615 | | 28,348,799
46,935,322 | | 38,204,352
100,971,292 79,478,287
518,896,397 _ 395,486,210
412,521,554 312,696,248
106,374,843 82,789,962
518,896,397 395,486,210
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15.2 The Bank has entered into an agreement with the SBP for extending export finance to customers. As per the terms of the
agreement, the Bank has granted the SBP the right to recover the outstanding amounts from the Bank at the date of
maturity of the finances by directly debiting the Bank's current account maintained with the SBP. These carry mark-up at
rates ranging from 1.00% to 2.00% per annum (2017: 1.00% to 2.00% per annum) and are due to mature latest by June
26, 2019.

15.3 These borrowings have been obtained from the SBP for providing financing facilities to exporters for adoption of new
technologies and modernization of their plant and machinery. These carry mark-up at rates ranging from 2.00% to 10.10%
per annum (2017: 2.00% to 10.10% per annum) and are due to mature latest by December 18, 2028.

15.4 These borrowings have been obtained from the SBP under a scheme for financing the renewable energy power plants to
promote renewable energy projects in the country. These carry mark up at 2.00% per annum (2017: 2.00% per annum)
and are due to mature latest by July 6, 2027.

15.5 These borrowings have been obtained from the SBP under a scheme to finance modernization of Small and Medium
Enterprises. These carry mark-up at rates ranging from 2.75% to 4.75% per annum (2017: 2.00% to 3.25% per annum)
and are due to mature latest by March 31, 2021.

15.6 This borrowing has been obtained from the SBP under a scheme for financing the storage of agricultural produce to
encourage private sector to establish Silos, Warehouses and Cold Storages. This carries mark up at 3.5% per annum and
is due to mature latest by March 31, 2021.

15.7 Repurchase agreement borrowings carry mark-up at rates ranging from 3.28% to 10.41% per annum (2017: 2.13% to
5.86% per annum) and are due to mature latest by June 17, 2019. The market value of securities given as collateral
against these borrowings is given in note 8.2.1.

15.8 Call money borrowings carry mark-up at rates ranging from 10.25% to 10.40% per annum (2017: 5.60% to 6.00% per
annum) and are due to mature latest by January 3, 2019.

15.9 Borrowings by overseas branches carry mark-up at rates ranging from 0.80% to 7.90% per annum (2017: 1.50% to 8.50%
per annum) and are due to mature latest by September 16, 2019.

15.10  This includes following:

15.10.1 A loan from the International Finance Corporation amounting to US$ 150 million (2017:US$ 150 million). The principal

amount is payable in six equal half yearly installments from June 2022 to December 2024. Interest at LIBOR + 5.00% is
payable semi annually from June 2015.

15.10.2 A loan from the China Development Bank amounting to US$ 188 million (2017: US$ 196 million). The principal amount is
payable in six half yearly installments from December 2017 to June 2020. Interest at LIBOR + 2.45% is payable semi
annually from June 2017.

16 DEPOSITS AND OTHER ACCOUNTS
2018 2017
curroncy ___ourencies 1% curency ___cumancies Total
(Rupees in '000)
Customers
Current deposits 662,361,570 93,051,632 755,413,202 589,921,512 92,305,764 682,227,276
Savings deposits 803,369,210 87,015,734 890,384,944 780,094,240 83,907,777 864,002,017
Term deposits 239,511,992 85,981,264 325,493,256 226,509,085 61,640,601 288,149,686
1,705,242,772 266,048,630 1,971,291,402 1,596,524,837 237,854,142 1,834,378,979
Financial institutions
Current deposits 5,691,146 893,376 6,584,522 3,952,108 654,935 4,607,043
Savings deposits 36,795,320 181,029 36,976,349 59,294,770 - 59,294,770
Term deposits 3,156,566 1,999,140 5,155,706 1,229,818 825 1,230,643
45,643,032 3,073,545 48,716,577 64,476,696 655,760 65,132,456
1,750,885,804 269,122,175 2,020,007,979 1,661,001,533 238,509,902 1,899,511,435
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16.1 Composition of deposits

- Individuals

- Government (Federal and Provincial)
- Public Sector Entities

- Banking Companies

- Non-Banking Financial Institutions

- Private Sector

2018 2017
(Rupees in '000)

1,123,662,687 998,105,891
146,266,370 126,113,949
73,974,371 62,463,567
7,816,745 1,529,811
40,899,832 63,602,645
627,387,974 647,695,572

2,020,007,979 1,899,511,435

16.2 This includes deposits eligible to be covered under insurance arrangements amounting to Rs 1,306,520.436 million (2017:

Rs 1,190,252.649 million).

17 SUBORDINATED DEBT

The Bank has issued Over The Counter (OTC) listed, Term Finance Certificates (TFCs) as instruments of redeemable
capital under Section 66 of the Companies Act, 2017 and the Basel Il Guidelines set by the SBP. The key features of the

issue are as follows:
Issue date

Issue amount
Rating

Tenor

Security

Profit payment frequency

Redemption

Mark-up

Call option

Lock-in clause

Loss absorbency clause
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February 19, 2016

Rupees 10 billion

AAA (Triple A) {2017: AA+ (Double A plus)}
10 years from the Issue date

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

Semi-annually in arrears

The instrument has been structured to redeem 0.02% of the issue amount semi-
annually during the first 108 months after the issue and 99.64% of the issue
amount in two equal semi-annual installments in the 114th and 120th months.

Floating rate of return at Base Rate + 0.50% {The Base Rate is defined as the
average “Ask Side” rate of the six months Karachi Interbank Offered Rate
(KIBOR)}

The Bank may call the TFCs, with the prior written approval of the SBP, on any
profit payment date from the fifth anniversary of the issue date, subject to at least
60 days prior notice being given to the investors through the Trustee. The call
option, once announced, will be irrevocable.

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

The TFCs will be subject to a loss absorbency clause as stipulated under the
"Instructions for Basel Il Implementation in Pakistan".
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18

18.1

19

19.1

OTHER LIABILITIES

Mark-up / return / profit / interest payable in local currency
Mark-up / return / profit / interest payable in foreign currency
Security deposits

Accrued expenses

Mark to market loss on forward foreign exchange contracts
Mark to market loss on derivative instruments

Unclaimed dividends

Dividends payable

Provision for post retirement medical benefits

Provision for employees' compensated absences
Provision against off-balance sheet obligations

Provision for staff retirement benefits

Payable to defined benefit plans

Provision for Workers' Welfare Fund

Acceptances

Unearned income

Qarza-e-Hasna Fund

Levies and taxes payable

Insurance payable

Provision for rewards program expenses

Liability against trading of securities

Clearing and settlement accounts

Payable to HBL Foundation

Contingent consideration payable

Charity fund

Others

Provision against off-balance sheet obligations

Opening balance
Exchange adjustment

Charge for the year

Reversal for the year

Net charge / (reversal)
Impact of adoption of IFRS 9
Other movement

Closing balance

SHARE CAPITAL
Authorised capital

2018 2017
Number of shares in '000

2,900,000 2,900,000 Ordinary shares of Rs 10 each

Note

22.2

36.4.4
36.4.4
18.1

36.4.4
29

2018 2017
(Rupees in '000)
(Restated)
9,246,147 9,301,081
1,619,595 1,003,483
1,529,172 1,069,214
13,660,072 9,789,100
6,409,009 891,964
1,248,504 50,418
685,622 417,969
368,514 294,740
3,945,133 3,264,502
3,080,403 4,065,542
479,510 385,361
1,063,612 979,280
970,439 1,376,963
4,653,128 4,239,252
11,278,036 10,956,003
998,598 921,928
339,107 339,402
3,798,402 1,687,595
658,641 616,494
1,087,209 851,787
34,755,041 5,931,172
3,930,956 1,570,615
125,812 82,672
500,000 500,000
4,765 233,247
2,790,746 1,882,467
109,226,173 62,702,251
2018 2017
(Rupees in '000)
385,361 928,634
11,688 (103)
121,962 89,440
(50,806) (621,162)
71,156 (5631,722)
11,305 -
- (11,448)
479,510 385,361
29,000,000 29,000,000
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19.2 Issued, subscribed and paid-up capital

2018 2017
Number of shares in '000
Ordinary shares of Rs 10 each
690,000 690,000 Fully paid in cash
776,852 776,852 Issued as bonus shares
1,466,852 1,466,852

19.3 Major shareholders

2018

2017

(Rupees in '000)

(holding more than 5% of total paid-up capital)

Name of shareholder
Aga Khan Fund for Economic Development

19.4 Shares of the Bank held by associated companies

Jubilee General Insurance Company Limited
Jubilee Life Insurance Company Limited
HBL Equity Fund

HBL Government securities Fund

HBL Growth Fund Class B

HBL Investment Fund Class B

HBL Multi Asset Fund

HBL Stock Fund

PICIC Growth Fund

PICIC Investment Fund

19.5 Exchange translation reserve

6,900,000 6,900,000

7,768,525 7,768,525

14,668,525 14,668,525

2018 2017
Number of Percentage of Number of Percentage of
shares held shareholding shares held shareholding
748,094,778 51.00% 748,094,778 51.00%
2018 2017

(Number of shares)

4,270,000
13,025,000
101,400
1,859,300
967,100
73,971
1,442,619

4,465,537
7,727,000
81,100
300

77,971
1,685,419
1,493,400

784,500

This comprises all foreign currency differences arising from the translation of financial statements of foreign branches.

19.6  Statutory reserve

Every banking company incorporated in Pakistan is required to transfer 20% of its profit after tax to a statutory reserve until
the amount of the reserve equals the paid-up share capital. Thereafter, 10% of the profit after tax of the Bank is required to
be transferred to this reserve. Accordingly the Bank transfers 10% of its profit after tax every year to this reserve.

20 SURPLUS ON REVALUATION OF ASSETS - NET OF TAX

Surplus / (deficit) arising on revaluation of assets, on
- Fixed assets
- Available-for-sale securities
- Non-banking assets acquired in satisfaction of claims

Deferred tax on surplus / (deficit) on revaluation of
- Fixed assets
- Available-for-sale securities
- Non-banking assets acquired in satisfaction of claims

Surplus on revaluation of assets - net of tax
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Note

201
8.1
20.2

201

20.2

2018 2017
(Rupees in '000)
(Restated)

22,425,746 22,509,067
(11,039,297) (676,442)
421,742 283,667
11,808,191 22,116,292
1,109,480 1,136,602
(3,863,754) (236,755)
- 847
(2,754,274) 900,694
14,562,465 21,215,598
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201

20.2

21

Surplus on revaluation of fixed assets

Surplus on revaluation of fixed assets as at January 1,
Surplus recognised during the year
Transferred from surplus on revaluation of non-banking assets
Surplus realised on disposal of revalued properties during the year - net of deferred tax
Transferred to unappropriated profit in respect of incremental

depreciation charged during the year - net of deferred tax
Related deferred tax liability on surplus realised on disposal of revalued properties
Related deferred tax liability on incremental depreciation charged during the year
Surplus on revaluation of fixed assets as at December 31,

Less: related deferred tax liability on

- Revaluation as at January 1,

- Revaluation recognised during the year

- Amount transferred from surplus on revaluation of non-banking assets
- Surplus realised on disposal of revalued properties during the year

- Incremental depreciation charged during the year

Note

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

Surplus on revaluation as at January 1,

Surplus recognised / (reversed) during the year

Transferred to surplus on revaluation of fixed assets

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

Related deferred tax liability on incremental depreciation
charged during the year

Surplus on revaluation as at December 31,

Less: related deferred tax liability on

- Revaluation as at January 1,

- Revaluation recognised during the year

- Amount transferred to surplus on revaluation of fixed assets
- Incremental depreciation charged during the year

Note
CONTINGENCIES AND COMMITMENTS

- Guarantees 21.1

21.2
21.3

- Commitments
- Other contingent liabilities

2018 2017
(Rupees in '000)
(Restated)
22,509,067 12,598,958
- 9,960,433
2,114 15,504
(6,031) -
(51,516) (42,789)
(149) -
(27,739) (23,039)
22,425,746 22,509,067
1,136,602 693,788
- 460,427
766 5,426
(149) -
(27,739) (23,039)
1,109,480 1,136,602
21,316,266 21,372,465
2018 2017

(Rupees in '000)

283,667 690,381
140,421 (390,952)
(2,114) (15,504)
(151) (168)
(81) (90)
421,742 283,667
847 6,203
- 160
(766) (5,426)
(81) (90)
- 847
421,742 282,820
2018 2017
(Rupees in '000)
(Restated)
158,773,047 163,594,809
530,764,532 369,077,651
26,250,052 28,314,434
715,787,631 560,986,894

ANNUAL REPORT 2018 @




Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

Note 2018 2017
(Rupees in '000)
21.1  Guarantees:

Financial guarantees 41,302,390 39,177,664
Performance guarantees 109,947,697 119,398,219
Other guarantees 7,522,960 5,018,926

158,773,047 163,594,809

21.2 Commitments: 2018 2017
(Rupees in '000)
(Restated)
Trade-related contingent liabilities 98,659,632 117,705,910
Commitments in respect of:
- forward foreign exchange contracts 21.2.1 369,583,704 | | 205,568,740
- forward Government securities transactions 21.2.2 39,177,791 20,243,788
- derivatives 21.2.3 18,896,504 13,656,576
- forward lending 21.2.4 2,760,083 6,478,622
- operating Lease 21.2.5 384,280 397,580

430,802,362 246,345,306
Commitments for acquisition of:
- fixed assets 680,462 4,396,205
- intangible assets 622,076 630,230

530,764,532 369,077,651

21.2.1 Commitments in respect of forward foreign exchange contracts 2018 2017
(Rupees in '000)

Purchase 230,157,689 131,801,937
Sale 139,426,015 73,766,803

369,583,704 205,568,740

21.2.2 Commitments in respect of forward Government Securities transactions

Purchase 33,489,184 20,243,788
Sale 5,688,607

39,177,791 20,243,788

21.2.3 Commitments in respect of derivatives

Foreign currency options

Purchase 532,918 -

Sale 532,918 -
1,065,836 -

Cross currency swaps

Purchase 2,874,784 1,633,987

Sale 3,490,361 1,707,050

6,365,145 3,341,037

Interest rate swaps
Purchase - -

Sale 11,465,523 10,315,539

11,465,523 10,315,539

21.2.4 Commitments in respect of forward lending

Undrawn formal standby facilities, credit lines and other commitments to extend credit 2,760,083 6,478,622

These represent commitments that are irrevocable because they can not be withdrawn at the discretion of the Bank without
the risk of incurring any significant penalty or expense.
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2018 2017
(Rupees in '000)
21.2.5 Commitments in respect of operating lease

Not later than one year 384,280 85,963
Later than one year and not later than five years - 293,432
Later than five years - 18,185

384,280 397,580

21.3  Other contingent liabilities

21.3.1 Claims against the Bank not acknowledged as debts 26,250,052 28,314,434

These mainly represent counter claims by borrowers for damages, claims filed by former employees of the Bank and other
relief and other claims relating to banking transactions. Based on legal advice and / or internal assessments, management
is confident that the matters will be decided in the Bank’s favour and the possibility of any adverse outcome is remote.
Accordingly, no provision has been made in these unconsolidated financial statements.

21.3.2 The Bank’s branch in New York is licensed by the New York State Department of Financial Services (NYSDFS) and is
subject to oversight and supervision by the Federal Reserve Bank of New York (FRBNY), as is the case with foreign banks
in New York.

On September 7, 2017, the Bank, its New York Branch and the New York State Department of Financial Services agreed to
a Consent Order as disclosed in Note 29 to the Financial Statements for the year ended December 31, 2017. Pursuant to
the Order, the Bank and its New York Branch continue to cooperate with the US regulators. The expanded review by an
independent party, as envisaged in the Order, is in progress and the wind-down plan for the Branch has been submitted to
the regulators. To date there are no adverse findings from the review.

As stated in the above-mentioned Note 29, the U.S. Attorney’s Office for the Eastern District of New York, a component of
the U.S. Department of Justice (DOJ), had sought documents in relation to the Branch’s compliance with anti-money
laundering laws and the Bank Secrecy Act. To-date the DOJ inquiry has not resulted in any findings.

The Bank is not aware of any other proceedings from any other regulatory agency against the Bank and/ or its New York
Branch.

In view of the above and based on the facts currently known, the resolution of these matters cannot be determined at this
stage, including any possible impact on the Bank.

22 DERIVATIVE INSTRUMENTS

A derivative is a financial instrument whose value changes in response to the change in a specified interest rate, security
price, commodity price, foreign exchange rate, index of prices or rates, a credit rating or credit index or a similar variable,
sometimes called the underlying. Derivatives include forwards, futures, swaps, options and structured financial products
that have one or more of the characteristics of forwards, futures, swaps and options.

The Bank, as an Authorized Derivative Dealer (ADD) is an active participant in the Pakistan derivatives market. The ADD
license covers only the transactions mentioned below which are permitted under the Financial Derivatives Business
Regulations issued by the SBP. However, the Bank also offers other derivative products to satisfy customer requirements,
specific approval of which is sought from the SBP on a transaction by transaction basis:

(a) Foreign Currency Options
(b) Forward Rate Agreements
(c) Interest Rate Swaps

(d) Cross Currency Swaps

These transactions cover the aspects of both market making and hedging. The risk management related to derivative is
disclosed in note 44.5 to the financial statements.
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221 Product Analysis
2018
Foreign currency options Cross currency swaps Interest rate swaps
. Notional Mark to market Notional Mark to market Notional Mark to market
Counterparties . . . . . .
principal gain / (loss) principal gain / (loss) principal gain / (loss)
(Rupees in "000)
With Banks for
Hedging - - - - - -
Market Making 532,918 10,607 3,015,075 (356,409) - -
With other entities for
Hedging - - - - - -
Market Making 532,918 (10,607) 3,350,070 (211,107) 11,465,523 (627,001)
Total
Hedging - - - - - -
Market Making 1,065,836 - 6,365,145 (567,516) 11,465,523 (627,001)
2017
Foreign currency options Cross currency swaps Interest rate swaps
. Notional Mark to market Notional Mark to market Notional Mark to market
Counterparties . . . . . .
principal gain / (loss) principal gain / (loss) principal gain / (loss)
(Rupees in '000)
With Banks for
Hedging - - - - - -
Market Making - - 3,018,211 (42,107) - -
With other entities for
Hedging - - - - - -
Market Making - - 322,826 (8,311) 10,315,539 102,616
Total
Hedging - - - - - -
Market Making - - 3,341,037 (50,418) 10,315,539 102,616
22.2  Maturity Analysis
2018
L . No. of Notional Mark to market
Remaining Maturity Lo . .
contracts principal Negative Positive Net
(Rupees in '000)
Upto 1 Month 7 893,893 (71,816) 3,837 (67,979)
1 to 3 Months 11 910,804 (57,552) 5,496 (52,056)
3 Months to 6 Months 7 1,125,729 (7,299) 1,273 (6,026)
6 Months to 1 Year 1 485,524 (71,857) - (71,857)
1to2 Years 1 386,778 (23,737) - (23,737)
2to 3 Years 3 2,047,121 (216,573) - (216,573)
3to5 Years 17 8,948,856 (511,599) 43,381 (468,218)
5to0 10 Years 3 4,097,799 (288,071) - (288,071)
50 18,896,504 (1,248,504) 53,987 (1,194,517)
2017
L . No. of Notional Mark to market
Remaining Maturity L. - —
contracts principal Negative Positive Net
(Rupees in '000)
Upto 1 Month - - - - -
1 to 3 Months - - - - -
3 Months to 6 Months - - - - -
6 Months to 1 Year 2 641,496 (11,101) - (11,101)
1102 Years 6 4,456,205 (35,303) 45,922 10,619
2to 3 Years - - - - -
3to5 Years 2 2,836,875 (4,014) 11,938 7,924
5t0 10 Years 12 5,722,000 - 44,756 44,756
22 13,656,576 (50,418) 102,616 52,198
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Note 2018 2017
23 MARK-UP / RETURN / PROFIT / INTEREST EARNED (Rupees in '000)
On:
Loans and advances 71,161,717 54,643,853
Investments 81,119,683 86,075,402
Lendings to financial institutions 4,117,317 1,273,602
Balances with banks 769,732 517,208
157,168,449 142,510,065
2018 2017
24 MARK-UP / RETURN / PROFIT / INTEREST EXPENSED (Rupees in '000)
(Restated)
On:
Deposits 59,478,700 44,696,803
Securities sold under repurchase agreement borrowings 12,935,098 14,624,057
Borrowings 6,398,575 3,662,171
Subordinated debt 748,018 662,596
Cost of foreign currency swaps against foreign currency deposits / borrowings 1,592,062 1,234,216
81,152,453 64,879,843
2018 2017
25 FEE AND COMMISSION INCOME (Rupees in '000)
Branch banking customer fees 3,740,568 3,782,163
Consumer finance related fees 1,036,883 748,534
Card related fees (debit and credit cards) 4,134,067 4,596,461
Credit related fees 481,610 446,873
Investment banking fees 988,544 1,026,929
Commission on trade related products and guarantees 2,279,933 2,877,524
Commission on cash management 659,051 572,890
Commission on remittances including home remittances 306,167 1,729,764
Commission on bancassurance 2,838,973 2,788,158
Commission on Benazir Income Support Programme (BISP) 396,392 542,235
Merchant discount and interchange fees 1,701,108 982,913
Others 187,196 233,501
18,750,492 20,327,945
Less: Sales tax / Federal Excise Duty on fee and commission income (2,665,443) (2,817,026)

16,085,049 17,510,919

26 GAIN ON SECURITIES - NET

Realised 26.1 2,534,609 8,185,338
Unrealised - held-for-trading 8.1 10,789 (73,326)
2,545,398 8,112,012

26.1  Gain/ (loss) on securities - realised

Federal Government securities

- Market Treasury Bills 921 10,821

- Pakistan Investment Bonds 1,112,936 7,236,815

- ljarah Sukuks (82,511) 9,042
Shares and units of mutual funds (36,453) (275,749)
Non-Government debt securities (16,047) -
Foreign securities 24,313 700,237
Associates 1,531,450 504,172

2,534,609 8,185,338

27 OTHER INCOME

Incidental charges 210,329 239,727
Gain on sale of fixed assets - net 51,632 23,660
Rent on properties 114,222 113,685
Gain on sale of Bank branches - net - 363,439
Scrap Sales 18,954 -
Grant income - 76,866
395,137 817,377
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28 OPERATING EXPENSES 2018 2017
(Rupees in '000)
(Restated)
Salaries, allowances, etc. 28.1 23,055,866 22,703,389
Charge for defined benefit / contribution plan and other benefits 28.2 2,168,636 3,432,711

Property expense

Rent and taxes 3,965,384 3,464,043
Insurance 71,283 64,609
Utilities cost 1,883,804 1,644,681
Security (including guards) 1,571,540 1,396,980
Repair and maintenance (including janitorial charges) 2,074,669 1,707,452
Depreciation 10.2 1,568,879 1,667,682
Reversal of impairment - (673,370)

11,135,559 9,272,077
Information technology expenses

Software maintenance 1,792,181 1,098,479
Hardware maintenance 511,841 524,259
Depreciation 10.2 923,955 975,680
Amortisation 11.1 287,606 661,696
Network charges 1,117,316 1,214,249
Consultancy charges 395,356 342,307

5,028,255 4,816,670
Other operating expenses

Non-Executive Directors' fees 55,600 54,400
Fees and allowances to Shariah Board 7,931 7,120
Legal and professional charges 4,058,042 974,015
Outsourced services costs 1,402,095 1,282,938
Travelling and conveyance 725,375 659,589
Insurance 538,816 266,464
Remittance charges 707,071 529,222
Security charges 1,257,377 1,043,853
Repairs and maintenance 490,425 384,498
Depreciation 10.2 428,224 482,765
Training and development 309,543 261,129
Postage and courier charges 534,373 442,863
Communication 596,178 324,374
Stationery and printing 1,291,598 1,181,913
Marketing, advertisement and publicity 2,843,284 3,037,033
Donations 28.4 128,312 89,059
Auditors' remuneration 28.5 186,586 175,834
Brokerage and commission 254,927 193,555
Subscription 106,194 131,738
Documentation and processing charges 1,438,613 1,100,112
Entertainment 244,390 210,983
Consultancy charges 9,946,415 2,896,424
Deposits premium expense 952,202 -
Others 435,141 273,008
28.3 28,938,712 16,002,889

70,327,028 56,227,736

28.1  The Bank operates a short term employee benefit scheme which includes cash awards / special bonus for all employees.
Under this scheme, the bonus for all employees, including the Chief Executive Officer (CEO) is determined on the basis of
employees' evaluation and the Bank's performance during the year. The amount paid during the year to the CEO in respect
of the year 2017 was Nil (2017: Rs 170 million in respect of the year 2016). The aggregate amount paid during the year to
Executives, in respect of the year 2017, was Rs 794.141 million (2017: Rs 1,553.577 million in respect of the year 2016).
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28.2

28.3

28.4

28.5

On February 13, 2018 the Honourable Supreme Court of Pakistan announced a judgement based on a proposal submitted
by banks, including HBL, in which it raised the minimum monthly pension of employees. Based on legal advice and in
accordance with the Honourable Supreme Court’s Order, the change in scheme is prospectively applied from the date of
the judgement and the payments to eligible persons are being made accordingly.

The total cost for the year included in other operating expenses relating to outsourced activities is Rs 1,822.828 million
(2017: Rs 1,639.015 million). This cost includes outsourced services costs, which are disclosed specifically in note 28. Of
the total cost, Rs 1,682.732 million (2017: Rs 1,490.924 million) pertains to companies incorporated in Pakistan and Rs
140.096 million (2017: Rs 148.091 million) pertains to companies incorporated outside Pakistan. The material outsourcing
arrangements along with their nature of services are as follows:

Nature of service 2018 2017
(Rupees in '000)

Name of company

APEX Printry (Private) Limited Cheque book printing services 119,055 143,768
Insource (Private) Limited Cheque book printing services 99,532 98,688
Euronet Pakistan (Private) Limited Host environment configuration, POS

terminal and card outsourcing services 45,512 29,059

264,099 271,515

Details of donations
Donations individually exceeding Rs 500,000
HBL Foundation 125,812 82,672
Anjuman Behbood-e-Samat-e-Atfal 2,500 -
The Indus Hospital - 2,500
Aghosh Special Children School through Shahsawar Fund HQ 6 Armored Division - 2,500

Reham Khan Foundation - 1,167
Donations individually not exceeding Rs 500,000 220
89,059

128,312

Mr. Muhammad Aurangzeb, President and Chief Executive Officer, Mr. Sagheer Mufti, Chief Operating Officer, Mr.
Rayomond Kotwal, Chief Financial Officer, Mr. Jamal Nasir, Chief Human Resources Officer and Mr. Sajid Zahid, Director
till March 26, 2018 are Trustees of the HBL Foundation.

Auditors' remuneration

2018 2017
Domestic Overseas Total Domestic Overseas Total
(Rupees in '000)
Audit and audit related fees
Audit fee of the Bank 25,954 73,068 99,022 24,143 54,869 79,012
Fees for other statutory
certifications 21,995 3,788 25,783 12,814 3,096 15,910
Out of pocket expenses 5,023 861 5,884 4,597 - 4,597
Sales tax on audit fees 2,076 - 2,076 1,931 - 1,931
55,048 77,7117 132,765 43,485 57,965 101,450
Other services
Special certifications and sundry
advisory services 31,100 4,526 35,626 27,782 33,848 61,630
Tax services 11,550 4,690 16,240 6,500 5,560 12,060
Out of pocket expenses 1,955 - 1,955 442 252 694
44,605 9,216 53,821 34,724 39,660 74,384
99,653 86,933 186,586 78,209 97,625 175,834
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29 WORKERS' WELFARE FUND
The Bank has made provision for Workers' Welfare Fund (WWF) based on profit for the respective years.

The Honourable Supreme Court of Pakistan vide its order dated November 10, 2016 has held that the amendments made
in the law introduced by the Federal Government for the levy of WWF were not lawful. The Federal Board of Revenue has
filed review petitions against this order which are currently pending. Further, the Sindh Workers' Welfare Fund was levied
during the year ended December 31, 2014 consequent to the 18th amendment in the Constitution. During the year, the
management of the Bank obtained a legal opinion which confirmed that review petitions filed against the Honourable
Supreme Court's judgement have not been taken up for adjudication and the provision in respect of WWF can be reversed.
Accordingly, the provision for WWF charged till December 31, 2013 amounting to Rs 3,265.076 million has been reversed
in the profit and loss account and the remaining provision amounting to Rs 4,653.128 million pertaining to years 2014
onwards has been retained.

Note 2018 2017
(Rupees in '000)
30 OTHER CHARGES

Penalties imposed by the State Bank of Pakistan 474,821 2,485
Penalties imposed by other regulatory bodies 20,905 28,851
495,726 31,336

31 PROVISIONS AND WRITE OFFS - NET

Provision for diminution in value of investments 8.8 2,974,985 636,899
Provision against loans and advances 9.5 1,918,396 157,703
Provision against other assets 13.21 207,143 494,318
Provision / (reversal) of provision against off-balance sheet obligations 18.1 71,156 (531,722)
Recoveries against written off / charged off bad debts (508,007) (490,809)
Recoveries against written off investments - (171,032)
Recoveries against written off other assets (23,839) (7,705)
4,639,834 87,652
2018 2017
32 TAXATION (Rupees in '000)
(Restated)
- Current 7,829,941 18,030,514
- Prior years - 1,907,630
- Deferred 12.1 230,023 (180,795)

8,059,964 19,757,349

32.1 Relationship between tax expense and accounting profit

Accounting profit for the current year 19,849,121 27,487,896
Tax on income @ 39% (2017: 35%) 7,741,157 9,620,764
Permanent differences
- Penalties imposed by the SBP and other regulatory bodies 193,333 10,968
- Prior year charge - 1,907,630
- Others 125,474 8,217,987
Tax charge for the current year 8,059,964 19,757,349

33 BASIC AND DILUTED EARNINGS PER SHARE

Profit for the year 11,789,157 7,730,547
(Number)
Weighted average number of ordinary shares 1,466,852,508 1,466,852,508
(Rupees)
(Restated)
Basic and diluted earnings per share 8.04 5.27
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33.1 Diluted earnings per share has not been presented separately as the Bank does not have any convertible instruments in

issue.

34 CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks
Balances with other banks

Note 2018 2017
(Rupees in '000)

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

Balance as at January 1, 2018

Changes from financing cash flows
Repayment of subordinated debt
Dividend paid

Other changes

Liability-related
Changes in other liabilities
- Cash based
- Dividend payable
- Non-cash based
Transfer of profit to statutory reserve
Total liability related other changes

Equity related other changes

Balance as at December 31, 2018

Balance as at January 1, 2017

Changes from financing cash flows
Repayment of subordinated debt
Dividend paid

Other Changes

Liability-related

Changes in other liabilities

- Cash based

- Dividend payable

- Non-cash based

Transfer of profit to statutory reserve
Total liability related other changes

Equity related other changes

Balance as at December 31, 2017

5 266,610,256 230,256,066
6 26,095,330 28,777,991
292,705,586  __ 259,034,057
2018
Liabilities Equity
Subordinated Other Reserves Unappropriated
debt liabilities profit
(Rupees in '000)
9,994,000 62,702,251 49,519,342 87,235,621
(4,000) - - -
- - - (5,525,981)
(4,000) - - (5,525,981)
- 45,446,089 - -
- 341,427 - (341,427)
- 736,406 - -
- - 1,178,916 (1,178,916)
- 46,523,922 1,178,916 (1,520,343)
- - 7,236,994 11,693,517
9,990,000 109,226,173 57,935,252 91,882,814
2017 (Restated)
Liabilities Equity
Subordinated Other Reserves Unappropriated
debt liabilities profit
(Rupees in '000)
9,998,000 52,696,246 47,146,362 96,643,009
(4,000) - - -
- - - (15,160,303)
(4,000) - - (15,160,303)
- 7,714,593 - -
- 241,649 - (241,649)
- 2,049,763 - -
- - 706,440 (706,440)
- 10,006,005 706,440 (948,089)
- - 1,666,540 6,701,004
9,994,000 62,702,251 49,519,342 87,235,621
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35.1

35.2

36

36.1

36.1.1

36.1.2

36.1.3
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2018 2017
(Number)
STAFF STRENGTH
Permanent 16,960 15,670
On contract 115 111
Total staff strength 17,075 15,781

In addition to the above, 3,279 employees (2017: 3,282 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.

2018 2017
(Number)
Staff strength bifurcation
Domestic 16,407 15,062
Overseas 668 719
17,075 15,781

DEFINED BENEFIT PLANS AND OTHER BENEFITS
General Information

The Bank operates the following schemes for its employees:
Pension Fund (defined benefit scheme)

The Bank operates an approved pension scheme for those of its employees who opted for this scheme when it was
introduced in 1977. This scheme is applicable to:

- All clerical employees
- Executives and officers who joined the Bank on or before December 31, 2001

For clerical employees, the benefit is based on their actual years of service as of the statement of financial position date
and their current salary. For executives and officers, the benefit is based on their years of service upto March 31, 2005 and
their salary as on March 31, 2014. For service subsequent to this date (i.e. from April 1, 2005), they are entitled to the
contributory gratuity fund (refer 36.1.3 below) and the provident fund (refer 36.1.4 below).

Gratuity Fund (defined benefit scheme)

For those who did not opt for the pension scheme introduced in 1977 and instead opted to remain in the gratuity scheme
existing at the time the Bank operates an approved funded gratuity scheme. This benefit has vested for all employees
currently covered by this scheme.

Contributory Gratuity Fund (defined contribution scheme)

The Bank operates an approved funded contributory gratuity scheme for:

- employees hired on or after January 1, 2002
- employees who were on the pension scheme (refer 36.1.1 above) for their services subsequent to March 31, 2005.

The Bank contributes an amount equal to one half of the employees’ monthly basic salary for each completed year of
service and on a pro-rata basis for partially completed years of service. Contributions to the Fund are made on a monthly
basis. This benefit vests on the earlier of completion of 10 years of service or retirement.
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36.1.4 Provident Fund (defined contribution scheme)

For employees hired on or after January 1, 2002 and for those who did not opt for the Bank’s pension scheme introduced in
1977, the Bank operates an approved provident fund under which both the Bank and the employees make monthly
contributions.

Executives and officers who are covered by the Bank’s pension scheme (refer 36.1.1 above) also became eligible for
provident fund benefits effective from April 1, 2005. Payments under the fund are made to the employees as specified in
the rules of the Fund.

36.1.5 Benevolent Fund (defined benefit scheme)

The Bank operates an approved funded benevolent scheme for all employees who retire from the Bank. Under this scheme,
a fixed amount is contributed by employees by way of a salary deduction and a matching amount is contributed by the
Bank. All employees of the Bank are entitled to receive a fixed monthly amount post retirement as per the rules of the fund.
Clerical employees are additionally entitled to certain grants during the period of their service subject to the fulfilment of
certain conditions as specified in the rules of the Fund.

36.1.6 Post-Retirement Medical Benefits (defined benefit scheme)
The Bank provides a non-funded scheme for post-retirement medical benefits to:

- All executives and officers
- All clerical employees, regardless of retirement date.

Executives who have retired from January 1, 2006 onwards receive lump sum payments as a full and final settlement in
lieu of post-retirement medical benefits.

36.1.7 Compensated Absences (defined benefit scheme)

The Bank provides a non-funded scheme for compensated absences. This is applicable to those employees who were in
the service of the Bank as of December 31, 2008 and who had accumulated leave balances upto a maximum of 365 days
as at that date. Employees are entitled to proceed on Leave Prior to Retirement (LPR) upto the amount of their accrued
leave while availing basic salary and certain benefits. This benefit vests on retirement or, in the case of premature
retirement, on the completion of 30 years of service.

Employees may be required by the Bank to continue working during the whole or a part of their LPR period. Such
employees are entitled to normal salary during the period they are required to work and additionally to leave encashment

amounting to 50% of this period.

Clerical employees have the option of not proceeding on LPR and instead encashing 50% of their accumulated leave
balance upto a maximum of 180 days.

36.1.8 Other Post-Retirement Benefits (defined benefit scheme)
The Bank offers an additional benefit to all executives on retirement. Under this scheme, a lump sum amount equal to six
months of house rent allowance, utilities allowance, car benefit allowance and conveyance allowance is paid to the
executive on retirement. However in case of the death of an executive prior to retirement, the lump sum amount includes an
additional six months of house rent allowance.

36.1.9 Other schemes

Employee benefit schemes offered by the Bank’s overseas branches are governed by the laws of the respective countries in
which the branches operate.
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36.2 Principal actuarial assumptions

The latest actuarial valuation was carried out as at December 31, 2018 using the Projected Unit Credit Method. The
following significant assumptions were used for the valuation:

2018 2017
(Per annum)
Valuation discount rate 13.25% 8.00%
Expected rate of increase in salary level 12.25% 7.00%
Expected rate of increase in pension (long term) 5.00% 0.00%
Expected rate of increase in medical benefit 11.25% 6.00%
Expected rate of return on funds invested 13.25% 8.00%
36.3 Number of employees under the scheme (Number)
- Pension fund 2,152 2,580
- Gratuity fund 5 30
- Benevolent fund 16,357 15,156
- Post-retirement medical benefit scheme 16,358 15,156
- Compensated absences 5,309 6,124
- Other Post-Retirement Benefits 1,958 1,789
36.4 Pension, gratuity, benevolent fund schemes and other benefits

36.4.1 The fair value of plan assets and the present value of defined benefit obligations of these schemes as at December 31,
2018 are as follows:

2018
t.POSt- " Employee Other Post-
Pension Gratuity Benevolent r‘:r:“e"‘ compensated Retirement
© Kfa absences Benefits
benefits
(Rupees in '000)
Fair value of plan assets 4,434,303 39,550 2,190,450 - - -
Present value of defined benefit obligations (5,404,742) (4,257)  (1,090,293) (3,945,133) (3,080,403) (504,466)
(Payable to ) / receivable from the fund (970,439) 35,293 1,100,157 (3,945,133) (3,080,403) (504,466)
2017
:OSt' t Employee Other Post-
Pension Gratuity Benevolent re |r:r_nerll compensated Retirement
me Kfa absences Benefits
benefits
(Rupees in '000)
Fair value of plan assets 3,853,740 40,115 2,014,273 - - -
Present value of defined benefit obligations (5,217,261) (563,557) (1,312,146) (3,264,502) (4,065,542) (482,475)
(Payable to ) / receivable from the fund (1,363,521) (13,442) 702,127 (3,264,502) (4,065,542) (482,475)

36.4.2 Movement in the present value of defined benefit obligations

2018
?OSt' Employee Other Post-
Note Pension Gratuity Benevolent ";1";3?::?‘ compensated  Retirement
) absences Benefits
benefits
(Rupees in '000)
Obligations at the beginning of the year 5,217,261 53,557 1,312,146 3,264,502 4,065,542 482,475
Current service cost 83,267 595 43,757 102,662 71,520 40,648
Interest cost 386,040 3,545 147,025 261,160 325,243 32,817
Benefits paid by the Bank (489,603) (16,099) (177,862) (321,603) (522,067) (61,495)
Past Service Cost 28.2 1,146,989 - - - - -
Remeasurement (gains) / losses (939,212) (37,341) (234,773) 638,412 (859,835) 10,021
Obligations at the end of the year 5,404,742 4,257 1,090,293 3,945,133 3,080,403 504,466
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36.4.3

36.4.4

Obligations at the beginning of the year
Current service cost

Interest cost

Benefits paid by the Bank

Past service cost

Remeasurement losses

Obligations at the end of the year

Movement in fair value of plan assets

Fair value at the beginning of the year
Expected return on plan assets
Contribution by the Bank
Contribution by the employees
Benefits paid by the Bank
Remeasurement (losses) / gains

Fair value at the end of the year

Movement in amounts payable to / (receivable from) defined benefit plans

Opening balance

Charge / (reversal) for the year

Contribution by the Bank - net

Remeasurement (gains) / losses
recognised in OCI during the year

Benefits paid by the Bank

Closing balance

Opening balance

Charge / (reversal) for the year

Contribution by the Bank - net

Remeasurement losses / (gains) recognised
in OCI during the year

Benefits paid by the Bank

Closing balance

2017
FOSt- Employee Other Post-
. . retirement .
Pension Gratuity Benevolent . compensated Retirement
medical X
) absences Benefits
benefits
(Rupees in '000)
4,969,585 58,772 1,316,849 3,130,623 2,545,747 475,701
77,246 1,288 7,995 25,282 83,604 35,245
382,829 3,844 99,746 235,110 176,363 38,056
(368,445) (21,452) (140,047) (383,489) (682,423) (76,846)
156,046 11,105 27,603 256,976 1,942,251 10,319
5,217,261 53,557 1,312,146 3,264,502 4,065,542 482,475
2018 2017
Pension Gratuity Benevolent Pension Gratuity Benevolent
(Rupees in '000)
3,853,740 40,115 2,014,273 4,781,748 46,221 1,796,055
285,148 3,082 208,797 367,802 3,342 141,654
1,363,521 13,442 47,216 187,837 12,551 44,645
- - 47,230 - - 44,645
(489,603) (16,099) (177,862) (368,445) (21,452) (140,047)
(578,503) (990) 50,796 (1,115,202) (547) 127,321
4,434,303 39,550 2,190,450 3,853,740 40,115 2,014,273
2018
?OSt- Employee Other Post-
. B retirement .
Pension Gratuity Benevolent . compensated Retirement
medical X
) absences Benefits
benefits
(Rupees in '000)
1,363,521 13,442 (702,127) 3,264,502 4,065,542 482,475
1,331,148 1,058 (65,245) 363,822 (463,072) 73,465
(1,363,521) (13,442) (47,216) - - -
(360,709) (36,351) (285,569) 638,412 - 10,021
- - - (321,603) (522,067) (61,495)
970,439 (35,293) (1,100,157) 3,945,133 3,080,403 504,466
2017
?OSt' Employee Other Post-
. B retirement .
Pension Gratuity Benevolent . compensated Retirement
medical X
) absences Benefits
benefits
(Rupees in '000)
187,837 12,551 (479,206) 3,130,623 2,545,747 475,701
92,273 1,790 (78,558) 260,392 2,202,218 73,301
(187,837) (12,551) (44,645) - - -
1,271,248 11,652 (99,718) 256,976 - 10,319
- - - (383,489) (682,423) (76,846)
1,363,521 13,442 (702,127) 3,264,502 4,065,542 482,475
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36.4.5 Charge for defined benefit plans

36.4.5.1 Cost recognised in profit and loss

2018
:’OSt' " Employee Other Post-
Pension Gratuity Benevolent r:;zl_ne': compensated  Retirement
Kfa absences Benefits
benefits
(Rupees in '000)
Current service cost 83,267 595 43,757 102,662 71,520 40,648
Net interest on defined benefit asset / liability 100,892 463 (61,772) 261,160 325,243 32,817
Past service cost 1,146,989 - - - - -
Actuarial losses recognised - - - - (859,835) -
Contribution by the employees - - (47,230) - - -
1,331,148 1,058 (65,245) 363,822 (463,072) 73,465
2017
; t:::'orsnt-nt Employee Other Post-
Pension Gratuity Benevolent e Z_ el compensated Retirement
me Kfa absences Benefits
benefits
(Rupees in '000)
Current service cost 77,246 1,288 7,995 25,282 83,604 35,245
Net interest on defined benefit asset / liability 15,027 502 (41,908) 235,110 176,363 38,056
Past service cost - - - - - -
Actuarial losses recognised - - - - 1,942,251 -
Contribution by the employees - - (44,645) - - -
92,273 1,790 (78,558) 260,392 2,202,218 73,301
36.4.5.2 Remeasurements recognised in OCI during the year
2018
tl_’ost- ¢ Other Post-
Pension Gratuity Benevolent re |rer.nen Retirement
medical .
i Benefits
benefits
(Rupees in '000)
(Gains) / losses on obligation
- Financial assumptions (1,255,572) 103 (388,271) 2,422,730 13,546
- Experience adjustment 316,360 (37,444) 153,498 (1,784,318) (3,525)
(939,212) (37,341) (234,773) 638,412 10,021
Losses / (gains) on plan assets 578,503 990 (50,796) - -
Total remeasurement (gains) / losses recognised in OCI (360,709) (36,351) (285,569) 638,412 10,021
2017
ret::r:rsr:;nt Other Post-
Pension Gratuity Benevolent . Retirement
medical X
i Benefits
benefits
(Rupees in '000)
Losses on obligation
- Experience adjustment 156,046 11,105 27,603 256,976 10,319
Losses / (gains) on plan assets 1,115,202 547 (127,321) - -
Total remeasurement losses / (gains) recognised in OCI 1,271,248 11,652 (99,718) 256,976 10,319
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36.4.6 Components of fair value of plan assets

2018 2017
Pension Gratuity Benevolent Pension Gratuity Benevolent
(Rupees in '000)

Cash and cash equivalents - net 2,777 489 335 6,698 535 7,342
Government securities 2,940,525 39,061 2,121,622 2,019,371 39,580 2,006,931
Shares 1,491,001 - - 1,800,614 - -
Non-Government debt securities - - 68,493 - - -
Units of mutual funds - - - 27,057 - -
Other payables - - - - - -
4,434,303 39,550 2,190,450 3,853,740 40,115 2,014,273

The funds primarily invest in Government securities (Market Treasury Bills, Pakistan Investment Bonds and Special
Savings Certificates) and accordingly do not carry any credit risk. These are subject to interest rate risk based on market
movements. Equity securities and units of mutual funds are subject to price risk whereas non-Government debt securities
are subject to credit risk and interest rate risk. These risks are regularly monitored by Trustees of the employee funds.

36.4.7 Sensitivity analysis of defined benefit obligations

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 under the various employee benefit schemes.
The increase / (decrease) in the present value of defined benefit obligations as a result of change in each assumption is
summarised below:

P
Pension . Benevolent retir:::ent Employee Oth?r Post-
Fund Gratuity Fund Fund medical compensated Retlrement
benefits absences Benefits
(Rupees in '000)
1% increase in discount rate 2,483,179 4,211 1,041,763 2,142,579 2,825,629 472,790
1% decrease in discount rate 2,967,692 4,305 1,144,701 2,768,361 3,085,699 540,357
1 % increase in expected rate of
salary 2,842,334 4,324 - - 3,099,414 542,758
1 % decrease in expected rate of
salary 2,582,713 4,191 - - 2,810,872 470,147
1% increase in expected rate of
pension 2,795,206 - - - - -
1% decrease in expected rate of
pension 2,612,138 - - - - -
1% increase in expected rate of
medical benefit - - - 2,598,995 - -
1% decrease in expected rate of
medical benefit - - - 2,264,114 - -

36.4.8 Expected contributions to be paid to the funds in the next financial year

The Bank contributes to the pension and gratuity funds according to the actuary's advice. Contribution to the benevolent
fund is made by the Bank as per the rates set out in the benevolent fund scheme.

2019
Post

retirement Employee Other Post-
Pension Gratuity Benevolent . compensated Retirement

medical X

X absences Benefits
benefits
(Rupees in '000)

Expected charge / (reversal) for the year 200,044 (4,045) (158,824) 680,904 400,892 156,706
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36.4.9 Maturity profile 2018
re til:::lten " Employee Other Post-
Pension Gratuity Benevolent . compensated Retirement
medical X
i absences Benefits
benefits

The weighted average duration of the
obligation (in years) 8.28 2.16 8.90 11.80 16.54 6.67

36.4.10 Funding Policy

The Bank endeavours to ensure that liabilities under the various employee benefit schemes are covered by the Fund on
any valuation date having regards to the various actuarial assumptions such as projected future salary increase, expected
future contributions to the Fund, projected increase in liability associated with future service and the projected investment
income of the Fund.

36.4.11 The significant risks associated with the staff retirement benefit schemes are as follows:
Mortality risks

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

Investment risks
The risk of the investment underperforming and not being sufficient to meet the liabilities.
Final salary risks

The risk that the final salary at the time of cessation of service is higher than what was assumed. Since the benefit is
calculated on the final salary, the benefit amount increases similarly.

Withdrawal risks

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

37 DEFINED CONTRIBUTION PLANS
371 Provident Fund

The employees covered under this scheme are 14,363 (2017: 13,532 employees). The employer and employee each
contributes at the following rates:

For executives and officers 6% of basic salary
For clerical staff 12% of basic salary

For employees who are on a contract with the Bank, the contribution is paid as per their service contract.

Payments are made to the employees on retirement, death, resignation and discharge as specified in the rules of the
Fund.

37.2 Contributory Gratuity Fund

The employees covered under this scheme are 14,900 (2017: 13,398 employees). The employees are entitled for half
month's pay per year of service on monthly basis based on existing basic pay. Payments are made to the employees on
retirement, death, resignation after completion of 10 years or more continuous service and discharge as specified in the
rules of the Fund.

38 REMUNERATION OF DIRECTORS AND EXECUTIVES
President / Chief Executive Directors Executives
2018 2017 2018 2017 2018 2017
(Rupees in '000)

(Restated)

Non-Executive Directors' fees - - 55,600 54,400 - -

Managerial remuneration (including allowances

and leave encashment) 238,840 165,914 - - 9,567,035 7,581,594
Contribution to retirement funds 357 4,860 - - 335,936 265,793
Medical 4,064 289 - - 281,550 190,440
House rent, maintenance, furnishing, others 5,371 1,999 - - 27,707 38,670
Utilities 947 1,108 - - 12,395 12,212
Conveyance - 16 - - 11,194 15,846
249,579 174,186 55,600 54,400 10,235,817 8,104,555
Number of persons 2 1 6 6 1,442 1,315
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The Companies Act, 2017 has changed the definition of Executives from individuals with an annual basic salary exceeding
Rs 0.500 million to individuals with an annual basic salary exceeding Rs 1.200 million. Pursuant to this change in
definition, the comparative figures for executives have been restated.

The Chief Executive Officer (CEO) and certain Executives are provided with free club memberships. The CEO and the
Chief Operating Officer (COO) are also provided with free use of Bank maintained cars in accordance with their
entitlement.

Managerial remuneration includes joining related payments made to the CEO and certain Executives in line with their
terms of employment.

All Executives, including the CEO of the Bank, are also entitled to certain short term employee benefits which are
disclosed in note 28.1 to these unconsolidated financial statements.

39 FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair values of traded investments are based on quoted market prices. The fair values of unquoted equity investments,
other than investments in subsidiaries, associates and joint ventures, are estimated using the break-up value of the
investee company.

The fair value of unquoted debt securities, fixed term advances, other assets and other liabilities can not be calculated
with sufficient reliability due to the absence of a current and active market for such assets and liabilities and reliable data
regarding market rates for similar instruments.

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 they are either short-term in nature or, in the case of customer advances,
deposits and certain long term borrowings, are frequently repriced.

All assets and liabilities for which fair value is measured or disclosed in these unconsolidated financial statements are
categorised within the fair value hierarchy based on the lowest level input that is significant to the fair value measurement
as a whole.

Level 1 - Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities.

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

Valuation techniques used in determination of fair values within level 2 and level 3

Federal Government securities The fair values of Federal Government securities are determined on the basis of rates /
prices sourced from Reuters.

Non-Government debt securities Investment in non-Government debt securities denominated in Rupees are valued on the
basis of rates announced by the Mutual Funds Association of Pakistan (MUFAP).
Investments in non-Government debt securities denominated in other currencies are valued
on the basis of rates taken from Bloomberg / Reuters.

Foreign Government debt securities The fair values of overseas Government securities are determined on the basis of rates
taken from Bloomberg / Reuters.

Units of mutual funds The fair values of investments in units of mutual funds are determined based on their net
asset values as published at the close of each business day.

Derivatives The Bank enters into derivatives contracts with various counterparties. Derivatives that are
valued using valuation techniques with market observable inputs are mainly interest rate
swaps, cross currency swaps and forward foreign exchange contracts. The most frequently
applied valuation techniques include forward pricing and swap models using present value
calculations.

Fixed assets and non-banking assets acquired in|Land, buildings and non-banking assets acquired in satisfaction of claims are revalued on a
satisfaction of claims periodic basis using professional valuers. The valuation is based on their assessment of the
market value of the assets. The effect of changes in the unobservable inputs used in the
valuations cannot be determined with certainty, accordingly a qualitative disclosure of|
sensitivity has not been presented in these unconsolidated financial statements.

39.1 Fair value of financial assets

The following table provides the fair value measurement hierarchy of those of the Bank’s financial assets and liabilities
that are recognised or disclosed at fair value in these unconsolidated financial statements:
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On balance sheet financial instruments

Financial assets - measured at fair value
Investments
- Federal Government securities
- Shares
- Foreign securities
Government debt securities
Non-Government debt securities
- Listed
- Unlisted
- National Investment Trust units
- Real Estate Investment Trust units

Financial assets - disclosed but not measured at fair value
Investments
- Federal Government securities
- Non-Government debt securities
- Foreign securities
Government debt securities
Non-Government debt securities
- Associates and Joint venture

Off-balance sheet financial instruments - measured at fair value
Commitments

- Forward foreign exchange contracts

- Forward Government securities transactions

- Derivative instruments

On balance sheet financial instruments

Financial assets - measured at fair value
Investments
- Federal Government securities
- Shares
- Foreign securities
Government debt securities
Non-Government debt securities
- Listed
- Unlisted
- National Investment Trust units
- Real Estate Investment Trust units

Financial assets - disclosed but not measured at fair value
Investments
- Federal Government securities
- Non-Government debt securities
- Foreign securities
Government debt securities
Non-Government debt securities
- Associates and Joint venture

Off-balance sheet financial instruments - measured at fair value
Commitments

- Forward foreign exchange contracts

- Forward Government securities transactions

- Derivative instruments

39.2  Fair value of non-financial assets

Fixed assets
Non-banking assets acquired in satisfaction of claims

Fixed assets
Non-banking assets acquired in satisfaction of claims

@ ANNUAL REPORT 2018

As at December 31, 2018

Carrying value

I Notional Value Level 1 Level 2 Level 3 Total
(Rupees in '000)
1,043,496,515 - 1,043,496,515 - 1,043,496,515
10,170,203 10,170,203 - - 10,170,203
16,240,165 - 16,240,165 - 16,240,165
18,033,505 - 18,033,505 - 18,033,505
926,102 - 926,102 - 926,102
42,562 - 42,562 - 42,562
59,950 59,950 - - 59,950
155,837,686 - 155,837,686 - 155,837,686
29,782,786 - 29,782,786 - 29,782,786
6,979,522 - 6,979,522 - 6,979,522
1,528,735 - 1,528,735 - 1,528,735
35,649,612 35,649,612 - - 35,649,612
1,318,747,343 45,879,765  1,272,867,578 - 1,318,747,343
369,583,704 - 2,777,049 - 2,777,049
39,177,791 - (24,559) - (24,559)
18,896,504 - (1,194,517) - (1,194,517)
As at December 31, 2017
Carrying value
I Notional Value Level 1 Level 2 Level 3 Total
(Rupees in '000)
985,708,629 - 985,708,629 - 985,708,629
17,004,855 17,004,855 - - 17,004,855
4,006,706 - 4,006,706 - 4,006,706
15,723,722 - 15,723,722 - 15,723,722
1,269,662 - 1,269,662 - 1,269,662
47,303 - 47,303 - 47,303
154,000 154,000 - - 154,000
232,717,654 - 232,717,654 - 232,717,654
23,910,446 - 23,910,446 - 23,910,446
14,736,714 - 14,736,714 - 14,736,714
1,068,351 - 1,068,351 - 1,068,351
39,352,301 39,352,301 - - 39,352,301
1,335,700,343 56,511,156 1,279,189,187 - 1,335,700,343
205,568,740 - 3,010,409 - 3,010,409
20,243,788 - (10,809) - (10,809)
13,656,576 - 52,198 - 52,198
As at December 31, 2018
Carrying value
/ Notional Value Level 1 Level 2 Level 3 Total
(Rupees in '000)
45,297,376 - - 45,297,376 45,297,376
1,995,169 - - 1,995,169 1,995,169
47,292,545 - - 47,292,545 47,292,545
As at December 31, 2017
Carltymg value Level 1 Level 2 Level 3 Total
I Notional Value
(Rupees in '000)
32,264,531 - - 32,264,531 32,264,531
1,967,665 - - 1,967,665 1,967,665
34,232,196 - - 34,232,196 34,232,196
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40

40.1

SEGMENT INFORMATION

Segment Details with respect to Business Activities

Profit and loss account

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

Segment direct expenses

Inter segment expense allocation
Total expenses

Provisions

Profit / (loss) before tax

Statement of financial position
Cash and bank balances
Lendings to financial institutions
Net inter segment lending
Investments

Advances - performing
Advances - non-performing
Others

Total assets

Borrowings

Subordinated debt

Deposits and other accounts
Net inter segment borrowing
Others

Total liabilities

Equity

Total equity and liabilities

Contingencies and commitments

Profit and loss account

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

Segment direct expenses

Inter segment expense allocation

Total expenses

Provisions

Profit before extraordinary /
unusual item and taxation

Extraordinary / unusual item

Profit / (loss) before tax

For the year ended December 31, 2018

International

Branch Consumer  Corporate Treasu corri:;d on- Head Office Total
banking banking banking i denF:. | Others
banking
(Rupees in million)
(27,189) 10,492 28,962 62,826 3,492 (2,567) 76,016
76,218 (3,171) (22,168) (58,092) 2,103 5,110 -
6,841 5,337 3,069 2,993 2,723 (4,518) 16,445
55,870 12,658 9,863 7,727 8,318 (1,975) 92,461
25,226 4,753 1,465 640 17,544 18,344 67,972
13,602 1,350 799 283 3,859 (19,893) -
38,828 6,103 2,264 923 21,403 (1,549) 67,972
945 317 (2,528) 2,347 2,683 876 4,640
16,097 6,238 10,127 4,457 (15,768) (1,302) 19,849
As at December 31, 2018
International
Branch Consumer  Corporate Treasu cor::;d on- Head Office Total
banking banking banking i denF; | Others
banking
(Rupees in million)
145,159 - 215 87,342 59,947 42 292,705
13,032 - - 38,245 - - 51,277
1,218,886 - - - 55,865 56,217 || 1,330,968
74,496 - 17,929 || 1,181,543 45,245 21,818 || 1,341,031
266,902 51,416 563,199 - 115,535 10,431 1,007,483
2,002 929 4,043 - 2,227 - 8,371
12,590 2,112 18,692 20,308 8,037 116,888 178,627
1,733,067 53,627 604,078 1,327,438 286,856 205,396 4,210,462
10,532 - 59,688 385,532 63,144 - 518,896
- - - - - 9,990 9,990
1,693,016 2,831 154,212 64 168,124 1,761 2,020,008
- 47,518 379,197 904,253 - - 1,330,968
18,168 3,278 10,981 44,240 9,500 65,384 151,551
1,721,716 53,627 604,078 1,334,089 240,768 77,135 4,031,413
11,351 - - (6,651) 46,088 128,261 179,049
1,733,067 53,627 604,078 1,327,438 286,856 205,396 4,210,462
24,125 - 142,460 358,144 163,842 27,217 715,788
For the year ended December 31, 2017
International
Branch Consumer  Corporate Treasu co"aer;d on- Head Office Total
banking banking banking i denF; | Others
banking
(Rupees in million)
(17,528) 9,257 19,158 61,585 6,029 (871) 77,630
60,010 (2,896) (13,947) (48,491) 1,868 3,456 -
6,936 5,202 2,864 9,627 5,953 371 30,953
49,418 11,563 8,075 22,721 13,850 2,956 108,583
21,432 3,720 1,292 538 11,031 19,277 57,290
14,031 391 2,095 407 1,517 (18,441) -
35,463 4,111 3,387 945 12,548 836 57,290
732 (34) (3,354) 639 1,816 289 88
13,223 7,486 8,042 21,137 (514) 1,831 51,205
- - - - - (23,717) (23,717)
13,223 7,486 8,042 21,137 (514) (21,886) 27,488
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Statement of financial position
Cash and bank balances
Lendings to financial institutions
Net inter segment lending
Investments

Advances - performing
Advances - non-performing
Others

Total assets

Borrowings

Subordinated debt

Deposits and other accounts
Net inter segment borrowing
Others

Total liabilities

Equity

Total equity and liabilities

Contingencies and commitments

As at December 31, 2017

International

Segment details with respect to geographical locations

Profit and loss account

Net mark-up / return / profit - external
Non mark-up / return / interest income

Total income
Segment direct expenses
Provisions

Profit / (loss) before tax

Statement of financial position
Cash and bank balances
Lendings to financial institutions
Investments

Advances - performing
Advances - non-performing
Others

Total assets

Borrowings

Subordinated debt

Deposits and other accounts
Others

Total liabilities

Equity

Total equity and liabilities

Contingencies and commitments

Branch Consumer  Corporate Treasu and Head Office Total
banking banking banking i correspon- | Others
dent
banking
(Rupees in million)
109,387 - 215 72,796 76,635 1 259,034
1,615 - - 32,285 - - 33,900
1,091,668 - - - 99,373 62,081 1,253,122
104,616 - 17,010 || 1,165,088 26,510 22,567 || 1,335,791
227,713 44,705 415,697 - 98,076 8,253 794,444
2,118 73 2,445 - 1,605 4 6,245
14,700 860 13,318 22,509 5,121 88,028 144,536
1,651,817 45,638 448,685 1,292,678 307,320 180,934 3,827,072
16,659 - 49,575 284,341 44,911 - 395,486
- - - - - 9,994 9,994
1,513,007 28 178,787 59 204,534 3,096 || 1,899,511
- 42,871 209,823 || 1,000,428 - - 1,253,122
13,011 2,739 10,500 7,322 8,284 54,464 96,320
1,542,677 45,638 448,685 1,292,150 257,729 67,554 3,654,433
9,140 - - 528 49,591 113,380 172,639
1,551,817 45,638 448,685 1,292,678 307,320 180,934 3,827,072
29,000 - 154,309 191,946 152,935 32,797 560,987
For the year ended December 31, 2018
Pakistan . Europe and
(including  Middle East Ai:farif'::d North Total
KEPZ) America
(Rupees in million)
70,814 3,170 1,533 499 76,016
14,224 1,285 729 207 16,445
85,038 4,455 2,262 706 92,461
50,588 4,721 2,537 10,126 67,972
1,957 2,270 358 55 4,640
32,493 (2,536) (633) (9,475) 19,849
As at December 31, 2018
Pakistan . Europe and
(including Middle East ASA':_iigd North Total
KEPZ) America
(Rupees in million)
232,759 24,118 24,648 11,181 292,706
51,277 - - - 51,277
1,299,282 23,477 17,813 459 || 1,341,031
907,810 79,468 18,121 2,084 || 1,007,483
6,144 875 1,339 13 8,371
123,935 67,172 3,173 (15,653) 178,627
2,621,207 195,110 65,094 (1,916) 2,879,495
455,751 59,862 2,365 918 518,896
9,990 - - - 9,990
1,883,176 101,707 31,828 3,297 || 2,020,008
141,957 3,536 3,495 2,564 151,552
2,490,874 165,105 37,688 6,779 2,700,446
130,333 30,005 27,406 (8,695) 179,049
2,621,207 195,110 65,094 (1,916) 2,879,495
618,226 86,984 9,352 1,226 715,788




Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

For the year ended December 31, 2017

Pakistan Asia and Europe and
(including  Middle East Africa North Total
KEPZ) America

(Rupees in million)

Profit and loss account

Net mark-up / return / profit - external 70,632 4,325 2,238 435 77,630
Non mark-up / return / interest income 26,930 2,490 857 676 30,953
Total income 97,562 6,815 3,095 1,111 108,583
Segment direct expenses 46,543 3,703 2,725 4,319 57,290
Provisions (2,107) 1,464 740 9) 88
Profit before extraordinary / unusual item and taxation 53,126 1,648 (370) (3,199) 51,205
Extraordinary / unusual item (23,717) - - - (23,717)
Profit / (loss) before tax 29,409 1,648 (370) (3,199) 27,488

As at December 31, 2017

Pakistan Asia and Europe and
(including Middle East Africa North Total
KEPZ) America

(Rupees in million)
Statement of financial position

Cash and bank balances 182,399 47,368 19,226 10,041 259,034
Lendings to financial institutions 33,900 - - - 33,900
Investments 1,306,114 11,137 18,159 381 1,335,791
Advances - performing 700,214 66,948 24,078 3,204 794,444
Advances - non-performing 4,640 856 748 1 6,245
Others 138,697 3,021 2,472 346 144,536
Total assets 2,365,964 129,330 64,683 13,973 2,573,950
Borrowings 350,575 39,031 5,327 553 395,486
Subordinated debt 9,994 - - - 9,994
Deposits and other accounts 1,763,431 95,269 37,674 3,137 1,899,511
Others 118,651 (32,611) 198 10,082 96,320
Total liabilities 2,242,651 101,689 43,199 13,772 2,401,311
Equity 123,313 27,641 21,484 201 172,639
Total equity and liabilities 2,365,964 129,330 64,683 13,973 2,573,950
Contingencies and commitments 493,211 60,992 6,064 720 560,987

41 TRUST ACTIVITIES
The Bank is not engaged in any significant trust activities.

42 RELATED PARTY TRANSACTIONS
The Bank has related party relationships with various parties including its Directors, Key Management Personnel,
subsidiaries, associated companies, joint venture company, Group entities and employee benefit schemes of the Bank /
related party.
Transactions with the related parties, other than those under terms of employment, are executed on an arm's length basis
i.e. do not involve more than normal risk and are substantially on the same terms, including mark-up rates and collateral, as

those prevailing at the time for comparable transactions with unrelated parties.

Contributions to and accruals in respect of staff retirement and other benefit schemes are made in accordance with the
actuarial valuations / terms of the schemes.

Details of transactions and balances with related parties as at the year end, other than those disclosed elsewhere in these
unconsolidated financial statements, are as follows:
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Directors Man:\(:eyment G"_)l_]p Subsidia_:ry Associates Joint Other rf-;lated
Entities companies venture parties
Personnel

Statement of financial position (Rupees in '000)
Balances with other banks
In current accounts - - 178,527 841,351 - 22,762 -
Investments
Opening balance - - - 17,259,428 12,186,523 135,665 5,291,967
Investment made during the year - - - - 1,446,121 - 2,248,288
Investment redeemed / disposed off during the year - - - - (2,109,457) - (1,266,953)
Exchange translation impact - - - 851,631 - - -
Transfer in / (out) - net - - - - - - (2,268,800)
Closing balance - - - 18,111,059 11,523,187 135,665 4,004,502
Provision for diminution in value of investments - - - - - - (131,491)
Advances
Opening balance - 142,108 3,147,907 605,113 2,851,690 - 16,536,672
Addition during the year - 200,111 10,215,143 2,254,567 - - 183,779,040
Repaid during the year - (39,612) (9,826,657) (2,818,874) (1,351,690) - (177,108,006)
Transfer in / (out) - net - (68,595) - - - - (9,831,207)
Closing balance - 234,012 3,536,393 40,806 1,500,000 - 13,376,499
Provision held against advances - - - - - - (1,726,437)
Other Assets
Interest / mark-up accrued - 430 30,552 42,563 34,696 - 226,952
Receivable from staff retirement fund - - - - - - 35,293
Other receivable - - 1,500 57,409 991,956 - 51,693

- 430 32,052 99,972 1,026,652 - 313,938
Borrowings
Opening balance - - 479,694 1,247,874 3,312,516 1,104,172 -
Borrowings during the year - - 7,365,097 - 10,275,781 5,838,923 -
Settled during the year - - (5,554,476) (1,247,874) (11,088,783) _ (5,554,476) -
Closing balance - - 2,290,315 - 2,499,514 1,388,619 -
Deposits and other accounts
Opening balance 127,426 33,952 8,412,090 1,030,077 9,219,513 22,702 1,501,398
Received during the year 1,310,083 262,419 429,705,396 194,454,461 393,074,879 - 98,984,289
Withdrawn during the year (1,342,166) (262,047) (430,935,532) (194,117,726) (397,794,833) (22,702) (99,412,868)
Transfer in / (out) - net (22,892) (20,136) - - - - (293,900)
Closing balance 72,451 14,188 7,181,954 1,366,812 4,499,559 - 778,919
Other liabilities
Interest / mark-up payable 254 276 100,072 2,343 68,722 5,811 2,426
Payable to staff retirement fund - - - - - - 970,439
Other payables - - 103,824 35,352 425,474 - 125,812

254 276 203,896 37,695 494,196 5,811 1,098,677
Contingencies and Commitments
Letter of credit - - 580,316 - - - 8,847,142
Letter of guarantee - - 155,828 53,458 - - 634,705
Forward purchase of Government securities - - 411,707 - - - 9,913,419
Forward sale of Government securities - - - - - - 809,625
Interest rate swaps - - 1,448,856 - 1,500,000 - -

- - 2,596,707 53,458 1,500,000 - 20,204,891
Others
Securities held as custodians - 8,000 17,841,345 456,397 10,462,950 - 20,053,730

For the year ended December 31, 2018
Directors Man:geeyment Gn.n.lp Subsidie.ary Associates Joint Other r.elated
Entities companies venture parties
Personnel
(Rupees in '000)

Profit and loss account
Income
Mark-up / return / profit / interest earned - 21,055 189,961 365,856 123,062 - 1,472,570
Fee and commission income - - 84,267 44,126 2,864,505 - 27,754
Dividend income - - - - 650,755 - 135,971
Gain on sale of securities - net - - - - 1,531,450 - -
Rent on properties - - - 38,146 - - -
Other income - - - 6,661 - - -
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For the year ended December 31, 2018

Directors Man:gegment G"_)l_jp Subsidia.ry Associates Joint Other r_elated
Entities companies venture parties
Personnel
(Rupees in '000)
Expenses
Mark-up / return / profit / interest expensed 4,365 433 252,563 35,059 330,009 33,791 41,408
Loss from derivatives - - 101,621 - 152,758 - -
Operating expenses
Salaries and allowances - 1,060,996 - - - - -
Contribution to provident and benevolent funds - 15,302 - - - - -
Non-Executive Directors' fees 55,600 - - - - - -
Net charge for defined benefit / contribution plans - - - - - - 1,923,779
Insurance premium expense - - - - 1,074,310 - -
Exchange loss - - - 279,482 - - -
Advertisement and publicity - - 57,172 - - - 318,655
Travelling - - 15,516 - - - -
Subscription - - - - - - 36,382
Utilities cost - - - - - - 4,530
Donation - - - - - - 125,812
Other expenses - - - 2,330 1 - -
Provision for diminution in value of investments - - - - - - 41,568
Others
Purchase of Government securities - 41,701 157,921,638 - - - 54,868,096
Sale of Government securities - 57,685 179,373,011 1,244,262 72,823,633 - 74,588,094
Purchase of foreign currencies - - 1,801,358 8,366,295 - - 16,775
Sale of foreign currencies - - 1,909,102 5,034,325 139,800 - 4,424,517
Insurance claims settled - - - - 145,748 - -
Short term benefits paid - 99,150 - - - - -
As at December 31, 2017
Directors Man:gegment G"_)l_jp SUbSidiE_"y Associates Joint Other r_elated
Entities companies venture parties
Personnel
(Rupees in '000)
Statement of financial position
Balances with other banks
In current accounts - - 169,804 3,057,931 - - -
Lendings to financial institutions
Opening balance - - - 962,306 - - -
Repaid during the year - - - (962,306) - - -
Closing balance - - - - - - -
Investments
Opening balance - - - 16,641,232 9,211,299 7,197 2,235,367
Investment made during the year - - - 618,196 3,669,976 128,468 3,145,350
Investment redeemed / disposed off during the year - - - - (694,752) - (88,750)
Closing balance - - - 17,259,428 12,186,523 135,665 5,291,967
Provision for diminution in value of investments - - - - - - (68,800)
Advances
Opening balance - 38,221 3,372,408 2,685,681 364,901 - 26,762,345
Addition during the year - 175,367 9,254,621 252,297 3,092,110 - 169,990,272
Repaid during the year - (71,480) (9,479,122) (2,332,865) (605,321) - (180,215,945)
Closing balance - 142,108 3,147,907 605,113 2,851,690 - 16,536,672
Provision held against advances - - - - - - (1,726,437)
Other Assets
Interest / mark-up accrued - 246 18,843 94,744 33,268 - 211,963
Other receivable - - - 57,492 416,040 - -
- 246 18,843 152,236 449,308 - 211,963
Borrowings
Opening balance - - 1,114,878 4,187,454 - 1,202,883 -
Borrowings during the year - - - 108,701 3,312,516 441,669 -
Settled during the year - - (635,184) (3,048,281) - (540,380) -
Closing balance - - 479,694 1,247,874 3,312,516 1,104,172 -
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As at December 31, 2017

Key

Directors  Management G".n.'p Subsidia_ry Associates Joint Other rfalated
Personnel Entities companies venture parties
(Rupees in '000)
Deposits and other accounts
Opening balance 110,019 56,834 5,830,998 684,639 5,740,470 42,695 2,586,669
Received during the year 155,906 378,262 136,020,697 133,075,854 291,004,447 38,646 69,369,910
Withdrawn during the year (138,499) (401,144)  (133,439,605) _(132,730,416) _ (287,525,404) (58,639) (70,455,181)
Closing balance 127,426 33,952 8,412,090 1,030,077 9,219,513 22,702 1,501,398
Other liabilities
Interest / mark-up payable 120 241 72,633 4,289 44,699 1,195 4,951
Payable to staff retirement fund - - - - - - 1,376,963
Other payables - - 8,066 14,496 380,935 - 82,672
120 241 80,699 18,785 425,634 1,195 1,464,586
Contingencies and Commitments
Letter of credit - - 366,972 - - - 13,447,606
Letter of guarantee - - 198,059 120,794 - - -
Forward foreign exchange contracts - Purchase - - - 661,261 - - -
Forward foreign exchange contracts - Sale - - - 659,694 - - -
Forward purchase of Government securities - - 13,232,566 - - - 2,104,644
Interest rate swaps - - 1,743,539 - 1,500,000 - -
Others
Securities held as custodians - 8,220 16,223,810 - 28,200,745 - 8,478,905
For the year ended December 31, 2017
Directors ManaK:gment G".Jl.]p Subsidiz?ry Associates Joint Other rfelated
Personnel Entities companies venture parties
(Rupees in '000)
Profit and loss account
Income
Mark-up / return / profit / interest earned - 11,400 296,785 468,140 180,492 - 1,155,475
Fee and commission income - - 5,636 2,979 2,798,504 - 3,198
Dividend income - - - - 931,159 - 119,413
Rent on properties - - - 44,358 - - -
Gain on sale of securities - net - - - - 504,172 - -
Other income - - 11,938 - 22,775 - -
Expenses
Mark-up / return / profit / interest expensed 2,394 537 194,440 38,748 287,972 23,840 84,498
Operating expenses
Salaries and allowances - 849,534 - 24,678 - - -
Contribution to provident and benevolent funds - 15,000 - - - - -
Non-Executive Directors' fees 54,400 - - - - - -
Net charge for defined benefit / contribution plans - - - - - - 636,960
Insurance premium expense - - 1,861 - 916,848 - -
Advertisement and publicity - - 55,935 540 - - 364,995
Travelling - - 14,607 - - - -
Subscription - - - - - - 23,478
Utilities cost - - - - - - 13,792
Donation - - - - - - 82,672
Other expenses - - 456 1,193 - - 221
Provision for diminution in value of investments - - - - - - 41,568
Others
Purchase of Government securities - 99,374 53,440,556 - - - 17,195,728
Sale of Government securities - 105,359 60,554,773 899,118 25,778,575 - 24,214,472
Purchase of foreign currencies - - 1,490,249 6,511,007 - - 889
Sale of foreign currencies - - 6,321,925 5,467,159 65,933 - 2,906,183
Insurance claims settled - - - - 150,330 - -
Short term benefits paid - 682,150 - - - - -

42.1 Donations disclosed in note 28.4 include donations to the HBL Foundation. The Foundation was established in 2009 for
promoting development and advancing the welfare and well-being of the people of Pakistan and improving their quality of life.
The Bank's liability to the HBL Foundation is shown in note 18 to these unconsolidated financial statements.
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431

CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

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

Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capital
Eligible Additional Tier 1 (ADT 1) Capital

Total Eligible Tier 1 Capital

Eligible Tier 2 Capital

Total Eligible Capital (Tier 1 + Tier 2)

Risk Weighted Assets (RWAs):
Credit Risk

Market Risk

Operational Risk

Total

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

Bank specific buffer requirement (minimum CET1 requirement plus capital conservation
buffer plus any other buffer requirement)

of which: capital conservation buffer requirement
of which: countercyclical buffer requirement
of which: D-SIB or G-SIB buffer requirement
CET1 available to meet buffers (as a percentage of risk weighted assets)

Other information:

National minimum capital requirements prescribed by the SBP
CET1 minimum ratio (%)

Tier 1 minimum ratio (%)

Total capital minimum ratio (%)

Leverage Ratio (LR)

Eligible Tier-1 Capital
Total Exposures
Leverage Ratio (%)

Minimum Requirement (%)

Liquidity Coverage Ratio (LCR)

Total High Quality Liquid Assets
Total Net Cash Outflow
Liquidity Coverage Ratio (%)

Minimum Requirement (%)

Net Stable Funding Ratio (NSFR)

Total Available Stable Funding
Total Required Stable Funding
Net Stable Funding Ratio (%)

Minimum Requirement (%)

Capital management

2018 2017
(Rupees in '000)
14,668,525 14,668,525
134,409,556 129,237,411
134,409,556 129,237,411
42,393,281 39,324,515
176,802,837 168,561,926
806,562,433 733,733,699
108,783,786 168,804,726
163,870,862 164,994,280
1,079,217,081 1,067,532,705
12.45% 12.11%
12.45% 12.11%
16.38% 15.79%
7.900% 7.275%
1.900% 1.275%
4.55% 4.83%
7.900% 7.275%
9.400% 8.775%
11.900% 11.275%
134,409,556 129,237,411
3,552,227,144 3,229,744,270
3.78% 4.01%
3.00% 3.00%
2018 2017

Total Adjusted Value

(Rupees in '000)

987,612,556 962,730,144
571,294,024 520,941,525
172.87% 184.81%
100.00% 90.00%
2018 2017

Total Weighted Value

(Rupees in '000)

2,102,952,345 1,946,812,485
1,490,821,433 1,229,522,456

141.06% 158.34%

100.00% 100.00%

The Bank’s policy is to maintain a strong capital base so as to maintain investor, depositor, creditor and market confidence
and to sustain future development of the business, while providing adequate returns to shareholders.

The Bank’s lead regulator, the SBP, sets and monitors capital requirements for the Bank as a whole. The Bank's branches
outside Pakistan are also required to follow capital requirements applicable in their respective jurisdictions.
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The SBP, through BSD Circular No. 07 dated April 15, 2009 has required that Banks should maintain a minimum paid-up
capital of Rs. 10 billion (net of accumulated losses). The paid-up capital of the Bank as at December 31, 2018 stood at Rs
14.669 billion (2017: Rs. 14.669 billion) and is in compliance with the SBP requirements. The Bank is also required to
maintain the following minimum Capital Adequacy Ratios (CAR) as at December 31, 2018:

- Common Equity Tier 1 (CET1) ratio of 7.90% including Capital Conservation Buffer (CCB) of 1.90%
- Tier 1 ratio of 9.40% including CCB of 1.90%
- Total Capital Adequacy Ratio (CAR) of 11.90% including CCB of 1.90%

The Bank and its individually regulated operations have complied with all capital requirements throughout the year.
The Bank’s regulatory capital is classified as follows:
- Tier 1 capital comprises of Common Equity Tier 1 (CET 1) and Additional Tier 1 (AT 1) capital.

- CET1 capital includes fully paid-up capital, balance in share premium account, reserves (excluding foreign exchange
translation reserves) and unappropriated profits meeting the eligibility criteria.

- AT 1 capital includes instruments meeting the prescribed SBP criteria e.g. perpetual non-cumulative preference shares.
The Bank has not issued any instruments qualifying as AT 1 capital.

- Tier 2 capital includes general provisions for loan losses, surplus / (deficit) on revaluation of fixed assets and
investments, foreign exchange translation reserves and subordinated debts (meeting the eligibility criteria).

Banking operations are categorised as either trading book or banking book, and risk-weighted assets are determined
according to specified requirements that seek to reflect the varying levels of risk attached to on and off-balance sheet
exposures.

- On and off-balance sheet exposures in the banking book are segregated into various asset classes for the calculation of
credit risk. Ratings for assets reflecting the credit worthiness of counterparties are applied using various External Credit
Assessment Institutions (ECAIls) and aligned with appropriate risk buckets. Collateral, if any, is used as an outflow
adjustment. Risk weights notified, are applied to arrive at risk weighted assets. Eligible collateral used includes
Government of Pakistan (GoP) guarantees, GoP issued securities, bank guarantees, lien on deposits and margin
accounts.

- The Bank calculates capital requirements for market risk in its trading book based on the methodology provided by the
SBP which takes account of specific and general market risk, capital charge for interest rate risk using the maturity
method, foreign exchange risk and equity position risk.

43.2 The full disclosures on the Capital Adequacy, Leverage Ratio & Liquidity Requirements as per SBP instructions issued from
time to time has been placed on the website. The link to the full disclosure is available at
https://www.hbl.com/capitalandliquidity.

44 RISK MANAGEMENT FRAMEWORK

HBL has a well-developed, robust, risk management framework given the high degree of complexity of its operations, its
size, and regional, and target market diversification. The Bank’s risk management framework is based on strong Board
oversight, multi-tier management supervision, efficient systems, documented risk appetite, and clearly articulated policies
and procedures.

The Board of Directors provides the strategic direction for effective risk management and ensures that a robust risk
management framework is in place including the required human resources, policies, procedures and systems. It is
supported in this task by Board committee’s i.e. Board Risk Management Committee (BRMC), Board Audit Committee as
well as various management committees.

For effective implementation of the risk management framework, the Risk Management Group (RMG) operates
independently of Business Units within the Bank. RMG is responsible for the development and implementation of risk
policies and plays a pivotal role in monitoring the risks associated with various activities of the Bank. RMG is headed by the
Chief Risk Officer (CRO), who reports to the President with an independent functional reporting line to the BRMC.

Risk Management function comprises the following areas:

- Credit Policy & Analytics

- Credit Approvals

- Credit Administration

- Program Based Lending Risk

- Market & Liquidity Risk Management
- Operational Risk Management
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The Operational Risk Management Division (ORMD) operates within the Global Compliance Group, independent from
Business Units and other support functions. The Head ORMD reports to the Chief Compliance Officer with a dotted
reporting line to the CRO.

Risk Management alignment with Basel framework

The Bank has adopted the Alternate Standardized Approach for operational risk and the Standardized Approach for credit
risk. In addition, the Bank has adopted the simple approach for recognizing eligible collateral for credit risk mitigation. As
the largest bank in Pakistan with a strong risk culture and focus, the Bank’s goal is to develop resources internally to embed
Basel related processes and methodologies in its risk practices. The Bank expects to achieve significant benefits from its
Basel program with a more robust risk management and internal control environment in line with best practices.

The Bank is following the Standardized Approach for market risk. The Bank intends to move towards adoption of Internal
Models Approach (IMA) and has implemented value-at-risk (VaR) based limits; a significant milestone achieved towards the
implementation of the IMA.

Scope of application of Basel lll framework

The SBP, through BPRD circular no. 06 dated August 15, 2013, requires Banks to report the Capital Adequacy Ratio (CAR)
under the Basel 1l framework with CAR requirements increasing in a transitory manner through 2019.

441  Credit Risk

Credit risk is defined as the risk of loss of principal or loss of a financial reward stemming from a borrower's failure to repay
a loan or otherwise meet a contractual obligation. While loans are the largest and most obvious source of credit risk; it also
stems from activities both on and off-balance sheet. The credit process at the Bank is governed by well-defined and
documented credit policies and procedures including separate policies for consumer loans, rural banking and SME
financing. Certain types of exposures/ facilities are managed under product programs that contain their own detailed credit
criteria, compliance and documentation requirements.

Credit risk appetite is defined through a Risk Appetite Statement that is approved by the Board. It also covers the
concentration risk the Bank is willing to take with reference to risk ratings, sectors and large exposures.

The core pillars of credit risk management at the Bank are:

- Approval rules based on three-initial system and joint business / risk sign-offs
- An independent Audit which includes Business Risk Review (BRR) function.

Credit Approval Authorities are delegated to individuals based on their qualification and experience. Disbursement
authorization, collateral and security management, documentation and monitoring are managed by the Credit
Administration Department under RMG. Proactive monitoring is ensured for assets under stress. This enables the Bank to
put in place viable solutions to prevent further deterioration in credit quality. A special Structured Credits function is in place
to handle stressed assets and to ensure a focused remedial strategy.

Credit risk management software to automate loan origination has been implemented for Corporate and Commercial
Customers and the Bank aims to extend the same to other business segments. The software is designed to improve
approval efficiency, capture, storage and retrieval of approval data, and generation of valuable MIS which will be helpful in
decision making.

Stress testing on the credit portfolio is performed in line with the SBP guidelines. In addition to the mandatory stress tests
defined by the regulator, the Bank has also developed advanced stress tests including macroeconomic stress tests, shock
scenarios and reverse stress tests to test the capital against shocks to the credit portfolio. In line with the SBP circular on
the impact assessment for IFRS 9, the Bank worked with a consultant to conduct the study and develop an assessment for
Expected Credit Losses (ECL) for domestic branches. The Bank has also successfully implemented IFRS 9 in a number of
overseas branches during the year.

The Bank has undertaken a number of initiatives to strengthen its credit risk management framework including in-house
development of internal risk rating models (obligor and facility) for the portfolio in respective segments and transition &
migration matrices to study the realized default rates and performance of the risk rating models over the years. Based on a
validation / back-testing exercise, a Probability of Default has been introduced for each obligor risk rating.
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BRR performs an independent review of the credit portfolio. It provides an independent assessment of portfolio quality,

efficacy of processes for acquisition of risk assets, regulatory/policy compliance and appropriateness of classification and
risk rating.

44.1.1 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 ratings or type of exposure, whichever is applicable.

Under the Standardized Approach, the capital requirement is based on the credit rating assigned to counterparties by
External Credit Assessment Institutions (ECAIs) duly recognized by the SBP. The Bank selects particular ECAls for each
type of exposure. The Bank utilizes the credit ratings assigned by Pakistan Credit Rating Agency (PACRA), Japan Credit
Rating Company Limited — Vital Information Systems (JCR-VIS), Fitch, Moody’s and Standard & Poors (S&P). The Bank
also utilizes rating scores of Export Credit Agencies (ECAs).

Types of exposure and ECAIls used

FITCH Moody's S&P PACRA JCR-VIS ECA scores
Corporates - v - v v B
Banks v v v v v -
Sovereigns - v - - - v
Public sector enterprises - - - v v

Mapping to SBP Rating Grades

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

Long Term Rating Grades mapping

SBP Rating grade Fitch Moody’s S&P PACRA JCR-VIS ECA Scores
1 AAA Aaa AAA AAA AAA 0
AA+ Aa1l 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+ Baa1l BBB+ BBB+ BBB+ 3
BBB Baa2 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+ and Caa1l and below CCC+ and CCC+ and CCC+ and 7
below below below below

Short Term Rating Grades mapping

SBP Rating Grade Fitch Moody’s S&P PACRA JCR-VIS
31 F1 P-1 A-1+ A-1+ A-1+
S1 F1 P-1 A-1 A-1 A1
S2 F2 P-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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44.1.2 Credit Risk: Disclosures with respect to Credit Risk Mitigation for Standardized Approach

The Bank has adopted the Simple Approach for Credit Risk Mitigation in the Banking Book. Under this approach, cash, lien
on deposits, Government securities and eligible guarantees etc. are considered as eligible collaterals. The Bank has in place
detailed guidelines with respect to the valuation and management of each of these types of collaterals. Where the Bank’s
exposure on an obligor is wholly or partially guaranteed by an eligible guarantee, the risk weight / credit rating of the
guarantor is substituted for the risk weight of the obligor.

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.

44.1.3 Country Risk

The Bank has in place a comprehensive Country Risk Policy. Limits are established for Cross Border Transfer Risk (CBTR)
based on the ratings assigned by international rating agencies. CBTR arises from exposure to counterparties in countries
other than the jurisdiction of the lender. Transfer risk arises where an otherwise solvent and willing debtor is unable to meet
its obligation due to the imposition of governmental or regulatory controls restricting its ability to perform under its obligation
towards its foreign liabilities. The limit utilisation is controlled at Head Office level and country risk exposures are reported to
BRMC at defined frequencies.

Particulars of Bank's significant on-balance sheet and off-balance sheet credit risk in various sectors are analysed as
follows:

44 1.4 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 10,376,270 7,600,345 - - - -
Private 40,901,066 26,300,000 - - - -
51,277,336 33,900,345 - - - -

44.1.5 Investment in debt securities

Credit risk by industry sector

Non-performing
investments
2018 2017 2018 2017 2018 2017
(Rupees in '000)

Gross investments Provision held

Chemical and pharmaceuticals 609,075 812,100 - - - -
Textile 106,548 110,303 106,548 110,303 106,548 110,303
Automobile and transportation
equipment 943,483 889,665 - - - -
Financial 1,266,473,717  1,255,116,861 - - - -
Oil and gas 5,248,055 5,768,145 - - - -
Power and energy 18,168,628 18,382,359 - - - -
Telecommunication 876,347 1,340,098 168,082 193,084 168,082 193,084
Construction 2,178,000 - - - - -
Metal and allied 900,000 - - - - -
Others 6,230,812 7,465,906 - - - -
1,301,734,665  1,289,885,437 274,630 303,387 274,630 303,387
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Gross investments Non-performing

Provision held

investments
Credit risk by public / private sector
2018 2017 2018 2017 2018 2017
(Rupees in '000)
Public / Government 1,264,827,469  1,264,524,882 - - - -
Private 36,907,196 25,360,555 274,630 303,387 274,630 303,387
1,301,734,665 1,289,885,437 274,630 303,387 274,630 303,387

44.1.6 Advances

Credit risk by industry sector

Gross advances Non-performing advances Provision held
2018 2017 2018 2017 2018 2017
(Rupees in '000)

Chemical and pharmaceuticals 34,165,919 28,221,304 1,367,436 1,193,925 1,322,404 1,186,749
Agribusiness 111,670,071 101,651,582 4,331,566 4,537,959 2,919,661 3,061,601
Textile 115,358,303 90,339,412 21,109,093 20,770,317 19,653,168 20,336,220
Cement 27,800,090 18,814,625 788,695 788,695 788,695 788,695
Sugar 12,335,973 8,729,924 252,971 295,770 232,347 225,473
Shoes and leather garments 14,978,526 14,367,129 895,399 858,168 855,236 820,095
Automobile and transportation

equipment 16,985,524 7,617,492 2,977,653 1,048,157 2,964,534 1,023,567
Financial 69,405,799 34,997,219 39,421 39,417 39,420 39,416
Hotel and tourism 10,781,896 6,887,369 592,962 270,904 427,762 270,271
Insurance 3,311,210 3,506,585 - - - -
Electronics and electrical

appliances 10,976,677 6,869,718 2,214,876 3,200,923 2,214,876 3,200,923
Oil and gas 66,136,315 54,452,636 672,152 1,549,225 347,213 1,020,557
Power and energy 208,431,721 154,937,770 1,731,986 1,732,128 1,731,986 1,732,105
Education and medical 2,778,754 2,783,466 251,784 272,115 251,748 264,796
Telecommunication 20,223,338 22,370,100 1,222,633 1,223,133 1,222,633 1,223,133
Printing and publishing 9,509,939 5,579,018 441,896 483,451 441,896 461,002
Construction 43,165,131 20,636,748 944,506 1,262,456 917,784 1,262,231
Mining and quarrying 4,084,609 3,094,832 1,716 1,716 1,716 1,716
Food, tobacco and beverages 49,145,460 38,650,252 3,236,975 1,952,446 2,988,171 1,843,270
Wholesale and retail trade 50,747,213 55,488,458 11,887,845 11,995,183 11,651,577 10,760,478
Metal and allied 21,659,247 18,196,388 3,097,147 2,857,035 2,026,649 1,790,890
Individuals 89,763,803 80,054,758 3,700,067 1,473,172 1,764,588 1,341,638
Farming, cattle and dairy 3,331,609 3,475,585 820,007 291,976 280,965 96,898
Trust funds and non profit

organisations 1,537,216 2,072,208 10 3 10 3
Others 83,846,413 80,442,985 8,985,683 8,939,355 8,148,261 8,041,221

1,082,130,756 864,237,563 71,564,479 67,037,629 63,193,300 60,792,948

Credit risk by public / private sector

Gross advances Non-performing advances Provision held
2018 2017 2018 2017 2018 2017
(Rupees in '000)
Public / Government 285,003,136 197,960,838 1,095,906 1,114,940 30,214 49,246
Private 797,127,620 666,276,725 70,468,573 65,922,689 63,163,086 60,743,702
1,082,130,756 864,237,563 71,564,479 67,037,629 63,193,300 60,792,948
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Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

44.1.7 Contingencies and Commitments

Credit risk by industry sector

Chemical and pharmaceuticals
Agribusiness

Textile

Cement

Defence

Sugar

Shoes and leather garments
Automobile and transportation equipment
Financial

Hotel and tourism

Research and Development
Insurance

Electronics and electrical appliances
Oil and gas

Power and energy

Education and medical
Telecommunication

Printing and publishing

Construction

Mining and quarrying

Food, tobacco and beverages
Wholesale and retail trade

Metal and allied

Individuals

Farming, cattle and dairy

Ports and shipping

Trust funds and non profit organisations
Others

Credit risk by public / private sector
Public / Government

Private

44.1.8 Concentration of Advances

2018 2017
(Rupees in '000)
(Restated)

16,339,051 9,226,388
3,865,304 1,382,002
18,506,345 16,377,303
18,207,874 12,105,748
12,372,724 47,024,646
634,351 602,894
348,774 1,256,913
10,266,577 7,343,905
446,566,079 288,524,458
2,399,686 2,653,643
720,674 733,585
1,618,458 1,589,465
9,325,570 6,598,591
27,436,372 14,731,959
35,827,323 30,912,274
1,681,428 2,025,516
8,076,228 5,220,705
1,315,940 3,219,433
2,718,893 1,872,058
3,122,569 1,790,857
11,560,803 8,867,555
3,666,729 3,287,869
8,314,931 14,906,199
19,902,745 19,099,106
65,342 27,441
786,230 1,813,021
5131,106 17,392,378
45,009,525 40,400,982

715,787,631 560,986,894

114,350,539 127,968,094
601,437,092 433,018,800

715,787,631 560,986,894

The Bank top 10 exposures on the basis of total (funded and non-funded exposures) aggregated to Rs 332,063.740 million

(2017: Rs 314,902.617 million) are as following:

Funded
Non-funded

Total exposure

2018 2017
(Rupees in '000)

295,691,275 227,105,446
36,372,465 87,797,171

332,063,740 314,902,617

The sanctioned limits against these top 10 exposures aggregated to Rs 457,331.599 million (2017: Rs 431,957.033

million).

Total funded classified therein

Loss

2018 2017
(Rupees in '000)

144,788 -
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Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

44.1.9 Advances - Province / Region-wise disbursement and utilization

Province / Region

Punjab

Sindh

KPK including FATA
Balochistan

Islamabad

AJK including Gilgit-Baltistan
Total

Province / Region

Punjab

Sindh

KPK including FATA
Balochistan

Islamabad

AJK including Gilgit-Baltistan
Total

44.2  Market Risk

2018
Utilization
Disbursements ) ) KPK including ) AJK including
Punjab Sindh FATA Balochistan Islamabad Gilgit-Baltistan
(Rupees in '000)
2,102,702,407  2,040,586,930 50,376,447 2,904,094 8,000 7,126,542 1,700,394
3,861,691,384 207,295,336  3,580,439,045 11,994,906 9,943,280 40,472,527 11,546,290
42,550,164 374,782 54,436 42,115,098 3,250 2,598
4,970,699 - - - 4,970,699 - -
483,458,014 41,537,790 386,359 - 441,533,865 -
13,432,443 - - - - - 13,432,443
6,508,805,111 2,289,794,838  3,631,256,287 57,014,098 14,925,229 489,132,934 26,681,725
2017
Utilization
Disbursements ) ) KPK including ) AJK including
Punjab Sindh FATA Balochistan Islamabad Gilgit-Baltistan
(Rupees in '000)
1,899,776,562 1,842,838,528 34,335,914 879,215 - 21,722,905 -
2,944,251,069 79,320,969  2,811,913,874 10,424,247 9,190,854 33,401,125 -
38,012,576 - - 38,012,576 - -
4,509,505 - - - 4,509,505 - -
487,038,919 44,468,380 - - 442,570,539 -
10,835,130 - - - - - 10,835,130
5,384,423,761 1,966,627,877  2,846,249,788 49,316,038 13,700,359 497,694,569 10,835,130

Market risk is the risk that the fair value of a financial instrument will fluctuate due to movements in market prices. It results
from changes in interest rates, exchange rates, commodity prices and equity prices as well as from changes in the
correlations between them. Each of these components of market risk consists of a general market risk and a specific market
risk that is driven by the nature and composition of the portfolio.

The Bank is exposed to market risk through its trading activities which are carried out by Treasury and through investments
/ structural positions parked in the Banking Book. Market risk also arises from market making, facilitation of client business
and proprietary positions. The Bank’s Market risk is managed by Risk Management under the supervision of ALCO and
supported by the Treasury Middle Office (TMO).

44.2.1 Statement of financial position split by trading and banking books

Cash and balances with treasury banks

Balances with other banks

Lendings to financial institutions

Investments
Advances

Fixed assets
Intangible assets
Deferred tax assets
Other assets

@ ANNUAL REPORT 2018

2018 2017
Banking book  Trading book Total Banking book  Trading book Total
(Rupees in '000)

266,610,256 - 266,610,256 230,256,066 - 230,256,066
26,095,330 - 26,095,330 28,777,991 - 28,777,991
51,277,336 - 51,277,336 33,900,345 - 33,900,345

286,034,709  1,054,996,000  1,341,030,709 328,932,470  1,006,859,000  1,335,791,470

1,015,853,926 1,015,853,926 800,688,978 - 800,688,978
62,517,154 62,517,154 55,330,577 - 55,330,577
2,718,556 2,718,556 1,590,105 - 1,590,105
7,083,718 7,083,718 3,900,457 - 3,900,457
97,067,829 9,240,045 106,307,874 79,709,265 4,004,989 83,714,254
1,815,258,814  1,064,236,045  2,879,494,859  1563,086,254  1,010,863,989  2,573,950,243




Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

44.2.2 Foreign Exchange Risk

Foreign exchange risk is the risk that the fair value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The Bank manages this risk by setting and monitoring currency-wise limits. The Bank’s assets in a
particular currency are typically funded in the same currency to minimize foreign currency exposure. However, the Bank
maintains a net open position in various currencies resulting from its transactions. Foreign exchange risk is controlled and
monitored through the limits approved by ALCO within the overall limit advised by the SBP.

2018 2017
Assets Liabilities Off-balance Net Assets Liabilities Off-balance Net
sheet items currency sheet items currency
exposure exposure

(Rupees in '000)

United States Dollar 186,214,453 248,074,988 41,953,392 (19,907,143) 170,142,502 206,310,836 24,495,387 (11,672,947)
Great Britain Pound 4,930,894 16,448,503 11,834,227 316,618 5,748,188 19,094,186 12,094,336 (1,251,662)
UAE Dirham 31,262,290 44,965,774 26,060,375 12,356,891 58,991,503 60,665,683 14,067,340 12,393,160
Japanese Yen 110,452 3,855 558,698 665,295 80,211 3,213 (69,539) 7,459
Euro 12,475,699 18,677,739 5,992,306 (209,734) 14,145,842 18,795,547 7,754,788 3,105,083
Other Currencies 87,805,980 60,609,370 842,315 28,038,925 104,171,008 77,102,096 (307,178) 26,761,734
322,799,768 388,780,229 87,241,313 21,260,852 353,279,254 381,971,561 58,035,134 29,342,827
2018 2017
Banking Trading Banking

book book book Trading book

------------------------------ (Rupees in '000) -----========mn=mnmmmmmmmmnes
Impact of 1% change in foreign exchange rates on
- Profit and loss account - 345,935 - 289,248
- Other comprehensive income 72,377 - 20,232 -

44.2.3 Equity Position Risk

Equity position risk is the risk that the fair value will fluctuate as a result of changes in the prices of individual stocks or the
levels of equity indices. The Bank’s equity investments are classified as Available-For-Sale (AFS) and Held-for-Trading
(HFT) investments. The objective of the AFS portfolio is to maintain a medium-term view of capital gains and dividend
income while Bank takes advantage of short term capital gains through its HFT portfolio investments. It is managed by the
Bank through the Equity Investment Policy approved by the Board. The policy defines various position limits, portfolio
limits and stop loss limits for the equity desk. The Bank also applies stress tests on the equity portfolio which is part of the
Bank’s overall market risk exposure limit on the banking book.

2018 2017

Banking Trading Banking
book book book

------------------------------ (Rupees in "000) =======n=smmmmmmmmmmmmmmmamn:

Trading book

Impact of 5% change in equity prices on
- Profit and loss account - - - 12,780
- Other comprehensive income 508,510 - 837,463 -

44.2.4 Interest Rate Risk

Interest rate risk is the risk that the fair value of a financial instrument will fluctuate because of changes in interest rates,
including changes in the shape of the yield curve.

Interest rate risk is inherent in the Bank’s business and arises due to the mismatches in the contractual maturities or
repricing of on- and off-balance sheet assets and liabilities. The Bank is exposed to interest rate risk in both the Trading
and Banking Books. The Bank uses duration gap models to measure and monitor the interest rate sensitivity on the
potential earnings and the Bank’s economic value of equity. Overall potential impact of the mismatches on the earnings in
short term is not material and is being managed within the tolerance limits approved by the Board.

2018 2017

Banking Trading Banking
book book book

(Rupees in '000)

Trading book

Impact of 1% increase in interest rates on
- Profit and loss account (832,343) 28,611 1,564,700 780,469
- Other comprehensive income 343,679 7,163,129 372,719 10,828,987
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Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

44.3.1 Business Continuity

It is the policy of the Bank to maintain a well-defined business continuity program which comprises of policies and
procedures with clearly defined roles, responsibilities and ownership for Crisis Management, Emergency Response,
Business Recovery and IT Disaster Recovery Planning. The bank’s Business Continuity Steering Committee, represented by
the senior management of the bank, meet on a periodic basis and reviews key initiatives, testing results and related action
plans for strengthening the bank’s resilience to managing crisis situations. The bank’s business continuity program complies
with the regulatory framework and leading Business Continuity Management standard, i.e. ISO 22301. and is subject to
regular internal, external and regulatory reviews and audits.

The bank’s business continuity program complies with the regulatory framework & leading best practices and is subject to
regular internal, external and regulatory reviews and audits.

44.3.2 IT related controls

The Bank's IT controls were further strengthened during the course of the year by ensuring that the Bank met all the
requirements of SBP’s Enterprise Technology Governance and Risk Management framework (including establishing of a
Board IT Committee, customizing the standard templates to suit particular requirements for IT Governance, Project
Management and IT Service Management, as well as revising IT procedures in accordance with the Regulatory framework).
It was also ensured that the Bank's EU operations met the standards laid down in the General Data Protection Regulations
of the UK.

More specifically, 85% outstanding observations within internal, external and regulatory audit streams were closed. These
ranged from 2014 to 2018. An automated tool was deployed for tracking and monitoring audit observations all the way
through to closure.

44.3.3 Information Security Risk

Information Security has become a critical business function and an essential component of governance affecting all
aspects of the business environment. The Bank is committed to providing ‘first-class business in a first-class way’ to its
customers while protecting clients and their information. Cybercrime is a growing threat to Corporations and Consumers
who are increasingly adopting and depending on mobile and digital technologies to run their business and lives.
Information/Cyber Security is one of the key focused areas for the bank and has increasing focus in line with Industry trends
and move towards digital solutions for banking needs of the Customers. The Bank will continue to strengthen its cyber
defense mechanism by utilizing effective preventive and detective information security measures to counter evolving cyber
challenges. The Bank has achieved PCI DSS certification which is the de facto security standard for the Payment Card
Industry and also achieved 1SO27001 international information security related certification.

These measures allow the Bank to offer innovative digital solutions to its clients while ensuring them protection, confidence
and peace of mind.

44.4  Liquidity Risk Management

Liquidity risk is the risk that the Bank may be unable to meet its cash obligations as they become due, or to fund assets, at
a reasonable cost, because of an inability to liquidate assets, or to obtain adequate funding.

The Bank’s ALCO is responsible for the formulation of overall strategy and oversight of asset and liability management.
The Bank follows a comprehensive liquidity risk management policy duly approved by ALCO and the Board. The policy
stipulates maintenance of various ratios, funding preferences, and evaluation of the Bank’s liquidity under normal and crisis
situations (stress testing). The Bank also has a ‘Contingency Funding Plan’ in place to address liquidity issues in times of
crisis. This plan helps to identify early warning indicators to pre-empt unforeseen liquidity crises. Triggers are used to
ascertain the stress scenarios in the future.

To comply with the policy, the Bank also conducts a behavioural study on its demand deposits to evaluate the ability of the
Bank to retain its core deposits, which may not reflect in their contractual maturity profile. Such evaluation forms part of the
liquidity management process to realistically project the reliance on such funding sources. Because of close monitoring and
strict policy towards reliance on core deposit, the Bank has been able to avoid concentration/ reliance on volatile deposit in
its books.

The Bank has assets and liabilities that have contractual and non-contractual maturities. In order to assess the expected
maturity of assets and liabilities with non-contractual maturities, empirical and statistical studies are conducted. The
behavioral maturities of demand deposits are determined on the basis of an empirical study using five years’ historical
data. The attrition rate of deposits is determined based on historically observed monthly data of all current and saving
deposit. A minimum balance and monthly change therein are the two parameters used to determine the stickiness of
deposits.
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Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

445 Derivative Risk

The policy guidelines for taking derivative exposures are approved by the Board of Directors (BoD) on the recommendation
of the Board Risk Management Committee (BRMC).

The responsibility for derivatives trading activity lies with Treasury. Measurement and monitoring of market and credit risk
exposure, associated limits and its reporting to senior management and the BoD is done by the TMO. TMO coordinates with
the business regarding approvals for derivatives risk limits. Treasury Operations records derivatives activity in the Bank’s
books, and is responsible for reporting to the SBP.

Credit Risk

Credit risk is the risk of non-performance by a counterparty which could result in an adverse impact on the Bank’s
profitability. Credit risk associated with derivative transactions is categorized into settlement risk and pre-settlement risk. A
pre-settlement risk limit for derivative transactions is recommended by TMO for approval to the appropriate Credit Approval
Authority. The exposure of all counterparties is estimated and monitored by TMO.

Market Risk

The Bank, as a policy, hedges back-to-back all Options transactions. The Bank minimizes the exchange rate risk on its
Cross Currency Swaps portfolio by hedging the exposure in the interbank market. The Bank also manages the interest rate
risk of Interest Rate Derivatives and Cross Currency Swaps through PVBP limits which are monitored and reported by TMO.

Operational Risk

The staff involved in the process of trading, settlement and risk management of derivatives are carefully trained. Adequate
systems and controls are in place to carry out derivative transactions smoothly. Each transaction is processed in
accordance with the product program or transaction memo, which contains detailed accounting and operational aspects of
the transaction to further mitigate operational risk. In addition, the TMO and the Global Compliance Group are assigned the
responsibility of monitoring any deviation from policies and procedures. The Bank’s Internal Audit also reviews this function,
which covers a regular review of systems, transactional processes, accounting practices and end-user roles and
responsibilities.

Liquidity Risk

Derivative transactions, usually being non-funded in nature, do not carry a specific funding liquidity risk. The liquidity risk
would arise only when the Bank has a payable resulting from a transaction. The Bank mitigates its risk by limiting the
portfolio in terms of tenor, notional and sensitivity limits, and can also hedge its risk by taking on- and off-balance sheet
positions in the interbank market, where available.

The Bank uses a derivatives system which provides an end-to-end valuation solution, supports the routine transactional
process and provides analytical tools to measure various risk exposures, and carry out stress tests and sensitivity analyses.
TMO produces various reports for senior management on a periodic basis. These reports provide details of outstanding
positions, profitability, risk exposures and the status of compliance with limits.

45 NON-ADJUSTING EVENTS AFTER THE BALANCE SHEET DATE

451  The Board of Directors in its meeting held on February 20, 2019 has proposed a final cash dividend of Rs 1.25 per share
for the year 2018. This is in addition to Rs 3 already paid during the year bringing the total dividend for the year to Rs 4.25
per share (2017: Rs 8 per share). This appropriation is expected to be approved by the shareholders in forthcoming Annual
General Meeting. The unconsolidated financial statements for the year ended December 31, 2018 do not include the effect
of this appropriation which will be accounted for in the unconsolidated financial statements for the year ending December
31, 2019.

45.2 The Finance Supplementary (Second Amendment) Bill, 2019 laid down before the National Assembly of Pakistan on
January 23, 2019, amended the rates of Super Tax noted in the earlier Finance Act 2018 and prescribed a flat rate of 4%
super tax for all accounting years from 2017 to 2020. The changes proposed by the Bill are being deliberated and have not
yet been enacted.

If the Bill is enacted in its proposed form, the potential financial impact of the revision in the rate of Super Tax for the
accounting year 2017 would amount to Rs 1,933 million.
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Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2018

46 DATE OF AUTHORISATION FOR ISSUE

These unconsolidated financial statements were authorised for issue in the Board of Directors meeting held on February 20,
2019.

47 GENERAL

471 These unconsolidated financial statements have been prepared in accordance with the revised format for financial
statements of Banks issued by the SBP through BPRD Circular no. 2 dated January 25, 2018 and related clarifications /
modifications.

47.2 The comparative figures have been re-arranged and reclassified for comparison purposes. The significant reclassifications
have been disclosed in note 4.1.3 of these unconsolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Dr. Najeeb Samie Agha Sher Shah Moez Ahamed Jamal
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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ANNEXURE I: ISLAMIC BANKING BUSINESS

The Bank operates 47 (2017: 47) Islamic Banking branches and 493 (2017: 495) Islamic Banking windows at the end of the

year.

STATEMENT OF FINANCIAL POSITION

ASSETS

Cash and balances with treasury banks
Balances with other banks

Due from financial institutions
Investments

Islamic financing and related assets-net
Fixed assets

Intangible assets

Due from Head Office

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Due to financial institutions
Deposits and other accounts
Due to Head Office
Subordinated debt

Deferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY

Islamic Banking Fund

Reserves

(Deficit) / surplus on revaluation of investments - net of tax
Unappropriated profit

CONTINGENCIES AND COMMITMENTS

PROFIT AND LOSS ACCOUNT

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

Other income

Fee and commission income
Dividend income

Foreign exchange loss
Income from derivatives

Loss on securities- net

Others

Total other income

Total income

Other expenses

Operating expenses

Workers' Welfare Fund

Other charges

Total other expenses

Profit before provisions
Provisions and write offs - net
Profit before taxation
Taxation

Profit after taxation

Note

N =

»

10
1"

2018 2017
(Rupees in '000)
(Restated)
19,365,889 7,475,822
13,031,526 1,614,838
75,296,758 || 104,616,358
103,483,404 (| 84,297,519
187,491 185,753
4,932,141 -
59,787 -
3,718,796 2,524,048
220,075,792 200,714,338
8,543 7,037
1,551,617 || 24,798,000
203,247,709 (| 163,448,909
- 183,827
- 172,401
3,917,646 2,964,511
208,725,515 191,574,685
11,350,277 9,139,653
250,000 250,000
- 4,584
(111,034) 315,589
11,211,311 8,569,480
11,350,277 9,139,653
12,350,047 9,130,689
7,048,443 4,349,347
5,301,604 4,781,342
213,446 180,195
- (208,023)
(29,620) (8,046)
(49,426) (15,227)
680 767
135,080 (50,334)
5,436,684 4,731,008
1,006,686 757,310
88,421 79,359
2,740 -
1,097,847 836,669
4,338,837 3,894,339
6,214 5,726
4,332,623 3,888,613
1,690,792 1,361,015
2,641,831 2,527,598
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ANNEXURE I: ISLAMIC BANKING BUSINESS

2018 2017
1 Due from Financial Institutions (Rupees in '000)
Unsecured 8,700,000 -
Bai Muajjal Receivable from State Bank of Pakistan - 1,614,838
Bai Muajjal Receivable from other financial institutions 4,331,526 -
13,031,526 1,614,838
1.1 Lending to financial institutions are all in local currency.
1.2 Un-secured placements carry profit at ranging from 9.40% to 9.60% per annum (2017: Nil) and are due to mature latest by
January 25, 2019.
1.3 Bai Muajjal receivables from other financial institutions carry profit at 9.85% per annum (2017: Nil) and are due to mature
latest by January 31, 2019. Last year, Bai Muajjal receivables from the SBP carried profit at 5.70% per annum.
2 Investments by segments
2018 2017
am(:::tsits:ed PI'OfVOIrSIOI'I Surp_ltfsl Carrying amc::tsits:ad Pr.ov.isioh for Surpfltfsl Carrying value
cost diminution (deficit) value cost diminution (deficit)
(Rupees in '000)
Federal Government
securities
-liarah Sukuks 53,682,791 (170,822) 53,511,969 83,274,575 485,521 83,760,096
Non-Government debt
securities
-Listed 5,030,877 - - 5,030,877 6,497,274 - - 6,497,274
-Unlisted | 16,753,912 ” ” | 16,753,912 ” 14,358,988 || - ” - ” 14,358,988
21,784,789 21,784,789 20,856,262 - - 20,856,262
Total Investments __ 75,467,580 (170,822) __ 75,296,758 104,130,837 485,521 104,616,358
Note 2018 2017
3 Islamic financing and related assets - net (Rupees in '000)
ljarah 3.1 2,078,449 1,434,372
Murabaha 3.2 672,907 316,442
Diminishing Musharakah 66,095,505 60,885,499
Wakalah 10,000,000 10,000,000
Islamic Home Financing 128,820 -
Running Musharakah 4,871,319 1,138,052
Advance for ljarah 192,485 542,507
Advance for Murabaha 3.2 4,324,684 2,968,494
Advance for Diminishing Musharakah 995,819 -
Advance for Istisna 9,920,835 4,546,399
Inventories against Tijarah 17,578 -
Inventories against Murabaha 3.2 2,416,470 1,055,672
Inventories against Istisna 1,885,231 1,520,566
Islamic financing and related assets - gross 103,600,102 84,408,003
Provision against Islamic financing and related assets
-Specific (106,212) (103,514)
-General (10,486) (6,970)
(116,698) (110,484)
Islamic financing and related assets - net of provision 103,483,404 84,297,519
3.1 ljarah
2018
Cost Depreciation Book value as
As at Jan Additions / As atDec AsatJan 01, Charge for As at Dec 31, at Dec 31,
01, 2018 (deletions) 31, 2018 2018 the year 2018 2018
(Rupees in '000)
Plant and machinery 633,172 373,928 990,516 258,941 283,795 527,517 462,999
(16,584) (15,219)
Vehicles 1,470,791 1,114,712 2,193,289 410,650 377,966 577,839 1,615,450
(392,214) (210,777)
Total 2,103,963 1,488,640 3,183,805 669,591 661,761 1,105,356 2,078,449
(408,798) (225,996)
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ANNEXURE I: ISLAMIC BANKING BUSINESS

3.2

3.2.1

3.2.11

3.2.1.2

3.2.1.3

5.1
5.2
5.3

2017
Cost Depreciation Book value as
As at Jan Additions / As atDec AsatJan 01, Charge for As at Dec 31, at Dec 31,
01, 2017 (deletions) 31,2017 2017 the year 2017 2017
(Rupees in '000)
Plant and machinery 281,987 394,100 633,172 146,820 142,560 258,941 374,231
(42,915) (30,439)
Vehicles 865,780 845,018 1,470,791 363,111 243,683 410,650 1,060,141
(240,007) (196,144)
Total 1,147,767 1,239,118 2,103,963 509,931 386,243 669,591 1,434,372
(282,922) (226,583)
Future ljarah payments receivable
2018 2017
Not later  Later than one  More than Total Not later Later than one More than Total
than one and upto five years than one and upto five years
year five years year five years
(Rupees in '000)
liarah rental
receivables 22,953 1,696,524 200,071 1,919,548 75,030 1,156,057 56,093 1,287,180
Note 2018 2017
Murabaha (Rupees in '000)
Murabaha finanincg 3.2.1 672,907 316,442
Advances for Murabaha 4,324,684 2,968,494
Inventories for Murabaha 2,416,470 1,055,672
7,414,061 4,340,608
Murabaha receivable - gross 3.2.1.1 691,075 322,524
Deferred murabaha income 3.21.2 (13,131) (1,984)
Profit receivable shown in other assets (5,037) (4,098)
Murabaha financings 672,907 316,442
The movement in Murabaha financing during the year is as follows:
Opening balance 322,524 189,041
Sales during the year 16,322,004 17,680,174
Adjusted during the year (15,953,453) (17,546,691)
Closing balance 691,075 322,524
Deferred Murabaha income
Opening balance 1,984 1,968
Arising during the year 402,678 441,022
Recognised during the year (391,531) (441,006)
Closing balance 13,131 1,984
Murabaha sale price 16,644,528 17,869,215
Murabaha purchase price (16,626,360) (17,863,133)
18,168 6,082
Due from / (to) head office represents Islamic Banking profits and inter branch transactions.
Note 2018 2017
DUE TO FINANCIAL INSTITUTIONS (Rupees in '000)
Unsecured acceptance of funds 5.2 - 24,585,000
Acceptances from the SBP under Islamic Export Refinance Scheme 53 1,551,617 213,000
1,551,617 24,798,000

Due to financial institutions are all in local currency.

Unsecured acceptance of funds carry profit at rates ranging from Nil (2017: 5.60% to 6.10%).

The Bank has entered into an agreement with the SBP for extending Islamic export finance to customers. As per the terms
of the agreement, the Bank has granted the SBP the right to recover the outstanding amounts from the Bank at the date of
maturity of the finances by directly debiting the Bank's current account maintained with the SBP. These carry profit at rate
2.00% per annum (2017: 2.00% per annum) and are due to mature latest by June 19, 2019.
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6 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 43,715,215 1,041,694 44,756,909 47,423,096 966,611 48,389,707
Savings deposits 89,628,698 593,211 90,221,909 86,822,778 435,249 87,258,027
Term deposits 20,030,492 || 19,616,070 39,646,562 13,609,740 122,068 13,731,808
153,374,405 21,250,975 174,625,380 147,855,614 1,523,928 149,379,542
Financial Institutions
Current deposits 156,967 - 156,967 105,001 - 105,001
Savings deposits 26,478,723 - 26,478,723 11,529,220 - 11,529,220
Term deposits 487,046 1,499,593 1,986,639 2,435,146 - 2,435,146
27,122,736 1,499,593 28,622,329 14,069,367 - 14,069,367
180,497,141 22,750,568 203,247,709 161,924,981 1,523,928 163,448,909
2018 2017
6.1 Composition of deposits (Rupees in '000)
- Individuals 94,130,918 82,032,689
- Government / Public Sector Entities 43,414,855 18,054,096
- Banking Companies 4,029,553 1,184,671
- Non-Banking Financial Institutions 24,592,776 12,884,696
- Private Sector 37,079,607 49,292,757

203,247,709 163,448,909

6.2 This includes deposits eligible to be covered under insurance arrangements amounting to Rs 122,772.550 million (2017: Rs
99,989.248 million).

Note 2018 2017
7 Charity Fund (Rupees in '000)
Opening balance 233,247 526
Additions during the year
- Received from customers on account of delayed payment 1,518 723
- Dividend purification - 208,023
- Other non-shariah compliant income - 36,082
1,518 244,828
Payments / Utilisation during the year 71
- Education (31,500) (1,000)
- Health (98,500) (11,107)
- Diamer-Bhasha And Mohmand Dams Fund (100,000) -
(230,000) (12,107)
Closing balance 4,765 233,247
71 Details of charity payments
Details of charity individually exceeding Rs 500,000
Diamer-Bhasha and Mohmand Dams Fund 100,000 -
Progressive Education Network 16,500 -
Friends of Burns Centre 10,000 -
Muzaffarabad Physical Rehabilitation Centre 10,000 -
The Hunar Foundation 10,000 -
The Kidney Centre Post Graduate Training Institute 5,000 -
National University of Technology 5,000 -
Indus Hospital 64,500 3,026
Shaukat Khanum Memorial Cancer Hospital 5,000 1,000
Welfare Society for Patient Care 4,000 1,000
Sindh Institute of Urology & Transplantation - 2,500
Children Cancer Foundation Pakistan Trust - 1,000
Marie Adelaide Leprosy Centre - 1,000
Burns Centre - 1,000
Dalda Foundation - 1,000
SINA - Health, Education & Welfare Trust - 581
230,000 12,107
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ANNEXURE I: ISLAMIC BANKING BUSINESS

2018 2017
(Rupees in '000)
8 Islamic Banking business unappropriated profit
Opening Balance 8,569,480 6,041,882
Add: Islamic Banking profit for the year 4,332,623 3,888,613
Less: Taxation (1,690,792) (1,361,015)
Closing Balance 11,211,311 8,569,480
9 Contingencies and commitments
- Guarantees 9.1 219,570 271,654
- Commitments 9.2 20,811,516 9,865,912
21,031,086 10,137,566
9.1 Guarantees
Performance guarantees 214,177 254,428
Other guarantees 5,393 17,226
219,570 271,654
9.2 Commitments
Trade-related contingent liabilities 1,613,153 3,831,329
Commitments in respect of forward foreign exchange contracts 19,198,363 6,034,583

20,811,516 9,865,912

9.2.1 Commitments in respect of forward foreign exchange contracts

Purchase 18,922,353 3,595,455

Sale 276,010 2,439,128
19,198,363 6,034,583

10 Profit / return earned
On:
Financing 6,305,825 3,220,582
Investments 5,980,889 5,756,405
Placements 63,333 153,702
12,350,047 9,130,689
11 Profit / return expensed
On:
Deposits and other accounts 4,505,477 3,412,237
Due to financial institutions 2,344,878 901,956
Cost against foreign currency deposits for wa'ad based transactions 198,088 35,154
7,048,443 4,349,347
12 Remuneration to Shariah Advisor / Board 7,931 7,120
13 The following pools are maintained by the Islamic Banking Business

General Pool PKR (Mudarabah)

This pool is made of funds received from customers in PKR remunerative accounts. The objective of this pool is to
effectively manage the PKR deposit holder’s funds to earn and distribute returns from strictly Shariah compliant avenues.
This pool is operated based on unrestricted Mudarabah with possible commingling of funds from HBL Islamic Banking (IB)
as its own equity. The funds in this pool are generally deployed in financing (like Murabaha, ljarah, Istisna, Salam etc),
placement in Fls and investment in Sukuks. The risk borne in this pool is minimal due to investment in less risky assets.
Risk of assets in the pool is borne by the depositors upto their proportionate investments; however HBL IB maintains
prudent and efficient portfolio management to mitigate this risk.
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Special Pool(s) PKR (Mudarabah)

HBL IB currently has a Special pool, with the objective to offer relatively higher returns to special segment customers. The
special pool is based on unrestricted Mudarabah with possible commingling of funds from the HBL Islamic Banking as its
own equity. Special pool deposits are invested in assets yielding relatively higher rate of return, hence bearing slightly more
risk than the General Pool. Risk of assets in the pool is borne by the depositors upto their proportionate investments,
however HBL IB maintains prudent and efficient portfolio management to mitigate this risk.

Treasury Pool(s) (Mudarabah / Wakalah / Musharakah)

Treasury pool(s) is created when the Bank accepts investments from Fls for liquidity management. Treasury pool(s) may
be based on the principle of Musharakah, Mudarabah and Wakalah. These pool(s) will be maintained separately due to
their special nature (i.e. liquidity management). HBL Islamic Banking preferably accepts funds from Islamic Financial
Institutions (Fls). However, funds may be also accepted from conventional Fls. Funds accepted from Fls are generally
obtained for a short tenure and expect comparatively higher return as compared to depositors of general pool. Therefore,
the funds obtained are deployed in assets yielding a higher return. Risk of assets in the pool is borne by the parties on the
basis of the underlying agreement. However, HBL Islamic Banking maintains prudent, efficient portfolio management to
mitigate this risk.

General Pool FCY (Mudarabah)

The objective of this pool is to effectively manage FCY remunerative deposits. FCY pool is based on unrestricted
Mudarabah with possible commingling of funds from the HBL IB. Funds are generally invested in FCY assets, however in
case the asset is not available, the Bank may invest these funds in assets of other currencies. Risk of assets in the pool is
borne by the depositors upto their proportionate investments. However, HBL maintains prudent and efficient portfolio
management to mitigate this risk.

Special Pool FCY (Mudarabah)

HBL IB currently has a special pool with the objective to offer relatively higher returns to special segments customers. The
special pool is based on unrestricted Mudarabah with possible commingling of funds from HBL Islamic Banking as its own
equity. Funds generally need to be invested in FCY assets, however in case the FCY assets are not available, bank
may invest these funds in assets of local currency.Special pool deposits are invested in assets yielding relatively higher rate
of return, hence bearing slightly more risk than the General Pool. Risk of assets in the pool is borne by the depositors upto
their proportionate investments. However, HBL 1B maintains prudent and efficient management of Islamic Banking assets
portfolio to mitigate this risk.

Islamic Export Refinance Scheme (IERS) Pool PKR (Musharakah)

IERS facility enables the exporters to avail the SBP’s refinance through Islamic Banks against eligible commodities. HBL
Islamic Banking has been providing this refinance facility to its customers. Hence, this pool is created for the same purpose
on Musharakah basis. The IERS Musharakah Pool shall have a minimum of 10 companies, with diversified lines of
business to avoid concentration in one or two sectors. HBL's investment in IERS Musharakah pool consisting of the
financing to blue-chip companies shall be at least equal to the amount of export refinance availed from the SBP. Assets are
deployed in high quality corporate enterprises and sukuks. In the event of loss suffered on the Musharakah pool based on
annual audited accounts, HBL and the SBP shall share the loss in the proportion of their share of investment in the
Musharakah Pool expressed on daily product basis.

14 The Mudarib's share in profit is 36.43% (2017: 43%) and amounts to Rs. 2,424.965 million (2017: Rs. 2,227.360 million)
after netting of Hiba to depositors from Mudarib's share amounting to Rs. 365.297 million (2017: Rs. 310.773 million).

15 The following parameters are used for profit distribution in the pool:

- Permissible direct expenses can be charged to relevant pool. Administrative and operating expenses are paid by the
Mudarib and not charged to the pool.

- The Bank first charges the proportionate profit to average equity allocated to the pools and then charges the Mudarib
fee before distribution of profit among depositors.

- The Bank gives priority to depositors' funds for placement in investing activities.

- Provisions for non-performing accounts and provisions for impairment (if any) are borne by the Mudarib. However,
write off of non-performing accounts is charged to the respective pool.

- Income generated from non-financing activities are not considered as income of the pool.
- Rs 12.692 million of Profit Equalization Reserve was maintained, however utilised as well during the year.

16 Average profit rates earned on the earning assets of Islamic banking business during the year is 5.94% (2017: 5.69%) as
compared to a profit rate of 3.72% (2017: 3.40%) distributed to the depositors.
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17 Deployment of Mudarabah based average deposits by economic sector
2018 2017
(Rupees in '000)
Cement 5,729,056 450,000
Chemical and pharmaceuticals 2,269,609 2,636,296
Construction - 1,795,500
Education and Medical 124,000 186,775
Engineering 165,830 4,057
Financial 914,143 188,571
Food, tobacco and beverages 16,045,846 9,606,487
Individuals 1,443,024 1,183,376
Others 1,703,827 974,658
Ports and Shipping - 1,377
Printing and Publishing 209,647 213,397
Production and transmission of energy 77,116,050 74,838,824
Telecommunication 3,000,000 3,000,000
Textile 5,508,208 4,875,743
Metal and Allied 5,652,864 166,834
Oil and Gas 4,971,064 4,709,150
Mining and quarrying 305,269 377,781
Wholesale and Retail Trade 226,454 55,439
GoP ljarah Sukuks 53,511,969 83,760,096
Total gross Islamic financing and related assets and investments 178,896,860 189,024,361
Total lending to financial institutions 13,031,526 1,614,838
Total deployed funds 191,928,386 190,639,199

17.1 Deployment of Mudarabah based average deposits by public / private sector

2018 2017
(Rupees in '000)

Public / Government 123,060,075 149,571,154
Private 68,868,311 41,068,045
Total 191,928,386 190,639,199
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Details of disposal of fixed assets - Unconsolidated Financial Statements

For the year ended December 31, 2018

The particulars of disposal of fixed assets to related parties are given below:

ANNEXURE-III

Description

Original cost

Accumulated
depreciation

Book Value

Sale proceeds

Mode of disposal

Particulars of buyer

Leasehold improvements

Furniture and fixtures

Electrical, office and

computer equipment

Vehicles

Total

eereremmmmssssneessenmmmssss(RUPEES i1 "000)swerreeeemmssssserseneeneses

13,776 11,110 2,666 4,353
928 532 396 517
7,322 5,805 1,517 2,693
1,824 1,641 183 1,492
23,850 19,088 4,762 9,055

Insurance Claim

Insurance Claim

Insurance Claim

Insurance Claim

Jubilee General Insurance Company Limited

Jubilee General Insurance Company Limited

Jubilee General Insurance Company Limited

Jubilee General Insurance Company Limited
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Pattern of Shareholding

As at December 31, 2018

Number of Shares

No. of Shareholders Total Shares held
From To

22,592 1 100 625,349
65,096 101 500 14,207,698
2,614 501 1000 1,971,801
2,532 1001 5000 5,385,156
394 5001 10000 2,961,642
192 10001 15000 2,452,270
114 15001 20000 2,064,145
63 20001 25000 1,453,632
43 25001 30000 1,197,445
51 30001 35000 1,667,441
31 35001 40000 1,177,347
29 40001 45000 1,224,392
28 45001 50000 1,354,922
23 50001 55000 1,215,901
21 55001 60000 1,225,882
18 60001 65000 1,132,965
11 65001 70000 741,000
17 70001 75000 1,226,376
22 75001 80000 1,721,440
11 80001 85000 900,551
6 85001 90000 526,139
9 90001 95000 835,542
20 95001 100000 1,976,053
14 100001 105000 1,447,402
8 105001 110000 863,013
6 110001 115000 679,121
7 115001 120000 817,957
6 120001 125000 738,250
5 125001 130000 647,675
8 130001 135000 1,054,100
5 135001 140000 685,620
4 140001 145000 575,600
5 145001 150000 738,800
3 150001 155000 457,540
6 155001 160000 949,100
1 160001 165000 164,100
7 165001 170000 1,172,777
7 170001 175000 1,201,157
2 175001 180000 359,344
6 180001 185000 1,097,935
1 185001 190000 189,500
4 190001 195000 778,100
9 195001 200000 1,784,930
1 200001 205000 201,000
2 205001 210000 417,300
1 210001 215000 213,200
1 215001 220000 216,130
1 220001 225000 222,300
3 225001 230000 679,600
2 230001 235000 466,900
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No. of Shareholders Number of Shares Total Shares held
From To
1 235001 240000 235,200
3 240001 245000 730,406
4 245001 250000 989,772
3 250001 255000 754,428
1 260001 265000 262,160
3 265001 270000 802,319
3 270001 275000 821,780
1 275001 280000 277,200
1 280001 285000 283,200
1 285001 290000 289,768
2 290001 295000 586,000
1 295001 300000 298,300
2 300001 305000 606,300
2 305001 310000 618,518
1 310001 315000 313,500
1 315001 320000 317,700
4 320001 325000 1,285,800
2 325001 330000 653,400
5 330001 335000 1,654,550
1 340001 345000 340,500
2 345001 350000 693,921
1 355001 360000 358,900
1 360001 365000 363,200
1 365001 370000 368,500
1 370001 375000 370,200
1 375001 380000 378,800
5 380001 385000 1,913,570
1 385001 390000 386,425
2 390001 395000 785,400
1 395001 400000 400,000
1 400001 405000 404,619
2 405001 410000 817,700
3 410001 415000 1,233,500
1 420001 425000 422,000
1 425001 430000 427,795
2 430001 435000 865,371
1 440001 445000 441,900
3 445001 450000 1,345,100
2 450001 455000 902,899
1 460001 465000 463,628
3 465001 470000 1,403,000
1 470001 475000 471,200
2 480001 485000 963,667
4 495001 500000 1,991,400
1 500001 505000 500,900
2 505001 510000 1,014,200
1 510001 515000 510,815
1 515001 520000 517,000
1 520001 525000 523,500
2 530001 535000 1,061,335
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No. of Shareholders

Number of Shares

Total Shares held

From To
1 535001 540000 535,200
2 540001 545000 1,085,800
1 545001 550000 545,700
1 550001 555000 555,000
1 560001 565000 564,778
1 565001 570000 569,893
2 575001 580000 1,155,900
1 590001 595000 594,900
2 595001 600000 1,200,000
1 605001 610000 606,600
2 610001 615000 1,224,017
1 615001 620000 617,100
1 650001 655000 655,000
1 660001 665000 661,500
2 685001 690000 1,378,800
3 695001 700000 2,098,900
1 705001 710000 706,800
1 720001 725000 724,427
1 725001 730000 728,700
1 755001 760000 757,700
1 775001 780000 780,000
1 780001 785000 782,600
1 785001 790000 786,300
2 795001 800000 1,597,600
2 810001 815000 1,623,549
2 845001 850000 1,699,200
1 855001 860000 859,000
2 865001 870000 1,736,303
2 880001 885000 1,768,708
1 885001 890000 885,800
2 890001 895000 1,783,678
1 895001 900000 900,000
1 905001 910000 908,300
1 910001 915000 911,900
1 935001 940000 936,656
1 965001 970000 967,100
2 995001 1000000 1,995,200
1 1005001 1010000 1,009,300
1 1020001 1025000 1,021,733
1 1030001 1035000 1,030,800
1 1065001 1070000 1,067,000
1 1100001 1105000 1,100,400
2 1120001 1125000 2,244,204
1 1140001 1145000 1,142,900
1 1145001 1150000 1,145,260
1 1170001 1175000 1,172,373
1 1175001 1180000 1,180,000
1 1185001 1190000 1,185,496
1 1190001 1195000 1,191,606
1 1220001 1225000 1,221,500
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No. of Shareholders Number of Shares Total Shares held
From To
1 1250001 1255000 1,255,000
1 1260001 1265000 1,260,980
1 1295001 1300000 1,295,693
1 1315001 1320000 1,315,500
1 1320001 1325000 1,320,240
1 1350001 1355000 1,350,926
1 1355001 1360000 1,355,500
1 1370001 1375000 1,370,330
1 1415001 1420000 1,417,200
1 1440001 1445000 1,442,619
2 1455001 1460000 2,918,100
3 1465001 1470000 4,400,224
1 1475001 1480000 1,478,200
1 1515001 1520000 1,519,900
1 1525001 1530000 1,526,595
2 1535001 1540000 3,074,970
1 1580001 1585000 1,583,700
1 1620001 1625000 1,624,700
1 1655001 1660000 1,655,700
1 1675001 1680000 1,679,300
1 1795001 1800000 1,797,000
1 1810001 1815000 1,813,000
1 1815001 1820000 1,817,400
1 1830001 1835000 1,831,878
1 1845001 1850000 1,847,400
1 1855001 1860000 1,859,300
1 1885001 1890000 1,888,788
1 1895001 1900000 1,895,100
1 1955001 1960000 1,959,733
1 1970001 1975000 1,972,300
1 1995001 2000000 2,000,000
1 2000001 2005000 2,002,766
1 2035001 2040000 2,037,400
1 2045001 2050000 2,050,000
1 2060001 2065000 2,063,500
1 2075001 2080000 2,078,648
2 2170001 2175000 4,343,835
1 2220001 2225000 2,220,210
2 2295001 2300000 4,600,000
1 2505001 2510000 2,506,500
1 2560001 2565000 2,563,650
1 2660001 2665000 2,664,740
1 2665001 2670000 2,666,500
1 2680001 2685000 2,680,300
1 2785001 2790000 2,788,200
1 2810001 2815000 2,813,300
1 2845001 2850000 2,849,600
1 2960001 2965000 2,963,600
1 3080001 3085000 3,084,424
1 3120001 3125000 3,121,445
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No. of Shareholders

Number of Shares

Total Shares held

From To
1 3175001 3180000 3,178,139
1 3205001 3210000 3,208,021
1 3320001 3325000 3,321,565
1 3360001 3365000 3,362,000
1 3440001 3445000 3,442,700
1 3455001 3460000 3,458,200
1 3505001 3510000 3,505,005
1 3605001 3610000 3,609,400
1 3790001 3795000 3,792,799
1 3795001 3800000 3,797,500
1 3930001 3935000 3,930,478
1 3955001 3960000 3,956,400
1 4265001 4270000 4,270,000
1 4505001 4510000 4,509,300
1 4720001 4725000 4,724,633
1 4815001 4820000 4,818,900
1 4995001 5000000 5,000,000
1 5040001 5045000 5,040,694
1 5210001 5215000 5,214,700
1 5360001 5365000 5,362,300
1 5470001 5475000 5,474,321
1 5695001 5700000 5,700,000
1 5760001 5765000 5,761,200
1 5785001 5790000 5,788,700
1 6175001 6180000 6,176,755
1 6340001 6345000 6,343,100
1 6620001 6625000 6,622,992
1 6915001 6920000 6,918,071
1 10445001 10450000 10,448,900
1 11765001 11770000 11,768,600
1 12095001 12100000 12,098,562
1 13020001 13025000 13,025,000
1 14270001 14275000 14,272,900
1 14980001 14985000 14,983,300
1 15010001 15015000 15,010,900
1 15700001 15705000 15,702,982
1 23710001 23715000 23,714,780
1 29620001 29625000 29,623,714
1 29995001 30000000 30,000,000
1 30225001 30230000 30,228,700
1 30535001 30540000 30,537,658
1 73340001 73345000 73,342,000
1 748090001 748095000 748,094,778

94,319

@ ANNUAL REPORT 2018

1,466,852,508




Trading by Executives

Shares Trading (Sale/Purchase) during the Year 2018

HBL - Directors

S.No. Name of Shareholders Purchase Sale
1 Dr. Najeeb Samie - 2,500
2 Mr. Salim Raza 600 -
3 Ms. Sadia Khan 100 -

HBL - Executives

S.No. Name of Shareholders Purchase Sale
1 Mr. Syed Danish Ur Rehman 10,000 10,000
2 Mr. Syed Farhat Abbas 5,900 5,900
3 Ms. Neelofar Hameed 3,000 -
4 Mr. Salman Khurshid 3,000 -
5 Mr. Nasir Ali 2,000 -
6 Mr. Naseem Ahmed Abbasi 1,100 200
7 Mr. Muhammad Khalid - 129

For the purpose of clause 5.6.1 (a) and 5.6.1 (d) of the Rule Book of the Pakistan Stock Exchange (PSX), the expression “executive” means the CEO,
Chief Operating Officer, Chief Financial Officer, Head of Internal Audit and Company Secretary by whatever name called, and other employees of the

Bank whose annual basic salary equals or exceeds to Rs. 1.5 million.
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Categories of Shareholders
As at December 31, 2018 »

|Particulars Shareholders | Shares Held | Percentage|
Shareholders holding five percent or more voting rights

Aga Khan Fund For Economic Development 1 748,094,778 51.00%
CDC Group PLC 1 73,342,000 4.99%

Associated Companies, Undertakings and Related Parties

HBL Employees Provident Fund Trust 1 15,702,982 1.07%
Jubilee Life Insurance Company Limited 1 13,025,000 0.89%
HBL Employees Pension Fund Trust 1 5,474,321 0.37%
Jubilee General Insurance Company Limited 1 4,270,000 0.29%
HBL Employees Gratuity Fund Trust 1 3,178,139 0.22%
PICIC Growth Fund 1 1,859,300 0.13%
HBL Stock Fund 1 1,442,619 0.10%
The Aga Khan University Foundation 1 1,185,496 0.08%
PICIC Investment Fund 1 967,100 0.07%
The Aga Khan University Employees Provident Fund 1 689,900 0.05%
The Aga Khan University Employees Gratuity Fund 1 283,200 0.02%
HBL Equity Fund (Formerly: PICIC Stock Fund) 1 101,400 0.01%
HBL Multi Asset Fund 1 73,971 0.01%
Directors and their Spouse(s) and Minor Children

Dr. Najeeb Samie 1 16,000 0.00%
Mr. Agha Sher Shah 1 1,000 0.00%
Mr. Salim Raza 1 600 0.00%
Ms. Sadia Khan 1 100 0.00%
Executives 99 270,392 0.02%
Public Sector Companies and Corporations 8 42,670,465 2.91%
Banks, Development Finance Institutions, Non-Banking Finance Companies,

Insurance Companies, Takaful, Modarabas and Pension Funds 51 50,732,820 3.46%
Mutual Funds

ABL Stock Fund 1 2,666,500 0.18%
AKD Index Tracker Fund 1 170,583 0.01%
AKD Opportunity Fund 1 545,700 0.04%
Alfalah Capital Preservation Fund I 1 56,500 0.00%
Alfalah GHP Alpha Fund 1 506,200 0.03%
Alfalah GHP Income Fund 1 31,400 0.00%
Alfalah GHP Income Multiplier Fund 1 1,200 0.00%
Alfalah GHP Pension Fund - Equity Sub Fund 1 14,620 0.00%
Alfalah GHP Sovereign Fund 1 5,600 0.00%
Alfalah GHP Stock Fund 1 786,300 0.05%
Alfalah GHP Value Fund 1 325,800 0.02%
Allied Capital Protected Fund 1 14,000 0.00%
Allied Finergy Fund 1 147,000 0.01%
Askari Asset Allocation Fund 1 5,000 0.00%
Askari Equity Fund 1 32,000 0.00%
Atlas Pension Fund - Equity Sub Fund 1 150,000 0.01%
Atlas Stock Market Fund 1 2,050,000 0.14%
Faysal Asset Allocation Fund 1 40,000 0.00%
Faysal MTS Fund 1 183,400 0.01%
Faysal Savings Growth Fund 1 9,400 0.00%
Faysal Stock Fund (Formerly: Faysal Balanced Growth Fund) 1 55,000 0.00%
First Capital Mutual Fund 1 42,000 0.00%
First Dawood Mutual Fund 1 31,800 0.00%
First Habib Asset Allocation Fund 1 13,000 0.00%
First Habib Income Fund 1 96,400 0.01%
First Habib Stock Fund 1 57,000 0.00%
JS Income Fund 1 11,000 0.00%
JS Income Fund 1 242,000 0.02%
JS Large Cap Fund 1 137,000 0.01%
JS Value Fund 1 3,200 0.00%
Lakson Equity Fund 1 1,350,926 0.09%
Lakson Tactical Fund 1 262,160 0.02%
MCB Pakistan Stock Market Fund 1 1,679,300 0.11%
NAFA Asset Allocation Fund 1 482,867 0.03%
NAFA Financial Sector Fund 1 890,700 0.06%
NAFA Income Fund 1 144,000 0.01%
NAFA Multi Asset Fund 1 274,880 0.02%
NAFA Savings Plus Fund 1 94,200 0.01%
NAFA Stock Fund 1 4,724,633 0.32%
National Investment Trust - Equity Market Opportunity Fund 1 2,078,648 0.14%
National Investment Trust Pension Funds - Equity Sub Fund 1 34,500 0.00%
National Investment Unit Trust 1 1,959,733 0.13%
Pak Oman Advantage Asset Allocation Fun 1 6,000 0.00%
UBL Asset Allocation Fund 1 469,000 0.03%
UBL Dedicated Equity Fund 1 117,701 0.01%
UBL Financial Sector Fund 1 611,800 0.04%
UBL Income Opportunity Fund (UIOF) (Formerly: UBL Financial Sector Bond Fund) 1 1,600 0.00%
UBL Stock Advantage Fund 1 3,792,799 0.26%
Unit Trust of Pakistan 1 15,000 0.00%
Privatisation Commission of Pakistan 1 4,002 0.00%
Foreign Companies 325 308,825,761 21.05%
General Public

a. Local 93,438 74,249,328 5.06%
b. Foreign 16 112,318 0.01%
Others 313 92,859,466 6.33%
Totals 94,319 1,466,852,508 100.00%
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Notice of Annual General Meeting

Notice is hereby given that the 77" Annual General Meeting of Habib Bank Limited will be held on Wednesday, March 27, 2019 at
10.00 a.m. at Serena Hotel, Islamabad, to transact the following business:

Ordinary Business:

1. To receive, consider and adopt the Audited Accounts (consolidated and unconsolidated) of the Bank for the year ended
December 31, 2018, together with the Reports of the Directors and Auditors thereon.

2. To appoint Auditors for a term ending at the conclusion of the next Annual General Meeting at a fee of Rs. 25.954 million. In addition
any Federal or Provincial taxes and reimbursements of out of pocket expenses will be paid at actuals. The retiring Auditors,
A.F. Ferguson & Co., Chartered Accountants, being eligible, have offered themselves for reappointment.

3. Toapprove payment of a Final Cash Dividend of Rs. 1.25 per share, i.e. 12.5%, as recommended by the Directors to Shareholders
as at close of business on March 19, 2019, which, Final Cash Dividend is in addition to the 30% Interim Cash Dividend (i.e. Rs. 3
per share) already paid.

Any Other Business:

To consider any other business with the permission of the Chair.

By Order of the Board

Neelofar Hameed

March 6, 2019
aren o, Company Secretary

Karachi

Notes:

1. Copies of the minutes of the Annual General Meeting dated April 27, 2018 are available for inspection by Members as required
under Section 151 of the Companies Act, 2017.

2. An update as required under Regulations 4 and 6 of the Companies (Investment in Associated Companies or Associated
Undertakings) Regulations, 2017, is included as part of the Annual Report 2018.

3. The Register of Members and the Share Transfer Books will be closed from March 20, 2019 to March 27, 2019 (both days inclusive)
for the purpose of the Annual General Meeting.

4.  Only those persons whose names appear in the Register of Members of the Bank as at March19, 2019 are entitled to attend and
vote at the Annual General Meeting.

5. AMember entitled to attend and vote at the Annual General Meeting may appoint another Member as his/her proxy to attend and
vote for him/her provided that a corporation may appoint as its proxy a person who is not a Member but is duly authorised by the
corporation. Proxies must be received at the Registered Office of the Bank not less than 48 hours before the time of the holding of
the Annual General Meeting.

6. Members are requested to notify immediately any changes in their registered address to our Share Registrar, M/s. Central
Depository Company of Pakistan Limited, CDC House 99-B, Block ‘B’, Sindhi Muslim Cooperative Housing Society (S.M.C.H.S),
Main Shahra-e-Faisal, Karachi - 74400.

7. CDC Account Holders will further have to follow the under mentioned guidelines as laid down in Circular 1 dated January 26, 2000
issued by the Securities and Exchange Commission of Pakistan.

8. Pursuant to Section 150 of the Income Tax Ordinance, 2001 and Finance Act, 2016 and 2017 withholding tax on dividend income
will be deducted for ‘Filer’ and ‘Non-Filer’ shareholders at 15% and 20% respectively. According to the Federal Board of Revenue
(FBR), withholding tax in case of joint accounts will be determined separately based on the ‘Filer/Non-Filer’ status of the principal
shareholder as well as the status of the jointholder(s) based on their shareholding proportions. Members that hold shares with joint
shareholders are requested to provide the shareholding proportions of the principal shareholder and the joint holder(s) in respect
of shares held by them to our Share Registrar, Central Depository Company of Pakistan Limited in writing. In case the required
information is not provided to our Registrar it will be assumed that the shares are held in equal proportion by the principal
shareholder and the joint holder(s).
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A. Requirements for attending the Annual General Meeting:

(i) In the case of individuals, the account holder or sub-account holder whose registration details are uploaded as per the Central
Depository Company of Pakistan Limited Regulations, shall authenticate his/her identity by showing his/her original Computerized
National Identity Card (CNIC) or original passport at the time of attending the Annual General Meeting.

(i) In case of a corporate entity, the Board of Directors’ resolution/power of attorney, with specimen signature of the nominee, shall be
produced at the time of the Annual General Meeting, unless it has been provided earlier.

B. Requirements for appointing Proxies:

(i) In case of individuals, the account holder or sub-account holder whose registration details are uploaded as per the Central
Depository Company of Pakistan Limited Regulations, 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 the CNICs or the passports of the beneficial owner(s) 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 Annual General Meeting.

(v) Incase of a corporate entity, the Board of Directors’ resolution/power of attorney, with specimen signature of the nominee, shall be
submitted to the Bank along with the proxy form unless the same has been provided earlier.

C. Electronic dividend mandate:

Under the Section 242 of Companies Act, 2017, it is mandatory for all listed companies to pay cash dividend to its shareholders
through electronic mode directly in to the bank account designated by the entitled shareholders.

In order to receive dividend directly into their bank account, shareholders are requested (if not already provided) to fill in Bank Mandate
Form for Electronic Credit of Cash Dividend available on the Bank’s website and send it duly signed along with a copy of CNIC to the
Share Registrar, M/s. Central Depository Company of Pakistan Limited, CDC House 99-B, Block ‘B’, Sindhi Muslim Cooperative Housing
Society (S.M.C.H.S), Main Shahra-e-Faisal, Karachi - 74400, in case of physical shares.

In case of shares held in CDC then Electronic Dividend Mandate Form must be directly submitted to shareholder’s brokers / participant /
CDC account services.

In case of non-receipt of information, the Bank will be constrained to withhold payment of dividend to shareholders.
D. Submission of valid CNIC (Mandatory):

As per SECP directives the dividend of shareholders whose valid CNICs, are not available with the Share Registrar could be withheld.
All shareholders having physical shareholding are therefore advised to submit a photocopy of their valid CNICs immediately, if already
not provided, to the Share Registrar, M/s. Central Depository Company of Pakistan Limited, CDC House, 99-B, Block ‘B’, Sindhi Muslim
Cooperative Housing Society (S.M.C.H.S), Main Shahra-e-Faisal, Karachi - 74400 without any further delay.

E. Unclaimed Dividend:

As per the provision of section 244 of the Companies Act, 2017, any shares issued or dividend declared by the Bank which have
remained unclaimed / unpaid for a period of three years from the date on which it was due and payable are required to be deposited with
Securities and Exchange Commission of Pakistan for the credit of Federal Government after issuance of notices to the shareholders to
file their claim. The details of the shares issued, and dividend declared by the Bank which have remained due for more than three years
was sent to shareholders. Shareholders are requested to ensure that their claims for unclaimed dividend and shares are lodged promptly.
In case, no claim is lodged with the Bank in the given time, the Bank shall after giving notice in the newspaper proceed to deposit the
unclaimed / unpaid amount and shares with the Federal Government pursuant to the provision of Section 244(2) of Companies Act, 2017.
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Update

Under Regulations 4 and 6 of the Companies (Investment in Associated Companies or
Associated Undertakings) Regulations, 2017

This Statement provides information as required under Regulations 4 and 6 of the Companies
(Investment in Associated Companies or Associated Undertakings) Regulations, 2017 in respect of
the investments authorised by the Shareholders in the previous Annual General Meetings of the Bank.

Summary / Overview

Company name Approvals taken Date of | Update for 2018
in Annual General Annual
Meeting General
Meeting
Diamond Trust Bank To acquire additional March 22, | No additional shares were
Kenya Limited (DTBK) shareholding of 14.32% | 2013 acquired during the year. A
till March 2019. total additional shareholding

of 4.47% has been acquired
under the said approval.

The Bank has decided to
maintain its holding in the
entity at current levels.

Jubilee General Insurance | To acquire additional March 22, | Additional shareholding of
Company Limited (JGIC) shareholding of 8.26% 2013 0.55% was acquired during
till March 2019. 2018. A total additional

shareholding of 3.56% has
been acquired under the said
approval.

The Bank has decided to
maintain its holding in the
entity at current levels.

Jubilee Life Insurance To acquire additional March 22, | No additional shares were
Company Limited (JLIC) shareholding of 6.55% 2013 acquired during the year. A
till March 2019 total additional shareholding

of 0.57% has been acquired
under the said approval.

The Bank has decided to
maintain its holding in the
entity at current levels.
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(i)

Diamond Trust Bank Kenya Limited (DTBK):

Total Investment approved

Approved by the Shareholders in the
Annual General Meeting held on March 22,
2013 to acquire additional shareholding
of up to 14.32% because of which the total
shareholding was to increase up to 26%. The
investment was to be completed by March
2019.

Amount of investment made to date

PKR 2,443.792 million representing 4.47%
shareholding.

Reasons for deviations from the approved
timeline of investment, where investment
decision was to be implemented in specified
time

The Bank has decided to maintain its holding
in the entity at current levels.

4 | Material change in financial statements | The financial position of the company is given

of associated company or associated | in the table below.

undertaking since date of the resolution

passed for approval of investment in such

company.

KES in billion

Financial Position 2017 2016
Revenue 24.959 24.388
Operating expense 10.560 9.195
Operating profit 14.399 15.193
Customer deposits 266.247 238.104
Customer loans and advances 196.048 186.303
Cash, Balances with Banks and Investments 151.912 127.898
Equity 53.620 45.877
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(ii) Jubilee General Insuance Company Limited (JGIC):

1 Total Investment approved: Approved by the Shareholders in the Annual
General Meeting held on March 22, 2013 to
acquire additional shareholding of up to 8.26%
as a result of which the total shareholding was
to increase up to 24.50%. The investment was
to be completed by March 2019.

2 | Amount of investment made to date PKR 480.521 million representing 3.56%
shareholding.

3 Reasons for deviations from the approved | The full investment was not made as this is a
timeline of investment, where investment | listed entity and investment is dependent on
decision was to be implemented in specified | availability of a suitable quantity of shares in
time the market at a desired price.

The Bank has decided to maintain its holding
in the entity at current levels.

4 Material change in financial statements | The financial position of the company is given
of associated company or associated | in the table below.

undertaking since date of the resolution
passed for approval of investment in such
company.

Rs. in million

Financial Position 2017 2016

Revenue 5,822.922 5,611.951
Operating expenses 4,207.165 3,757.826
Operating profit 1,615.757 1,854.125
Cash, Balances with Banks and Investments 11,526.027 11,227.963
Equity 7,121.735 6,599.857
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(iii) Jubilee Life Insurance Company Limited (JLIC):

1 Total Investment approved:

Approved by the Shareholders in the Annual
General Meeting held on March 22, 2013 to
acquire additional shareholding of up to 6.55%
as a result of which the total shareholding was
to increase up to 24.50%. The investment was
to be completed by March 2019.

2 Amount of investment made to date

PKR 209.335 million representing 0.57%
shareholding.

3 Reasons for deviations from the approved
timeline of investment, where investment
decision was to be implemented in specified
time

The full investment was not made as this is a
listed entity and investment is dependent on
availability of a suitable quantity of shares in
the market at a desired price.

The Bank has decided to maintain its holding
in the entity at current levels.

4 Material change in financial statements
of associated company or associated
undertaking since date of the resolution
passed for approval of investment in such
company.

The financial position of the company is given
in the table below.

Rs. in million

Financial Position 2017 2016
Revenue 849.727 480.080
Operating expenses 139.838 125.901
Operating profit 709.889 354.179
Cash, Balances with Banks and Investments 114,834.311 | 99,271.314
Equity 6,646.840 5,069.532
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Admission Slip

The 77" Annual General Meeting of Habib Bank Limited will be held on Wednesday, March 27, 2019 at 10 a.m. at the
Serena Hotel, Islamabad.

For attending the Annual General Meeting, kindly bring this slip duly signed by you.

Company Secretary

Name

Folio/CDC Account No. Signature

Note:
i. The signature of a shareholder holding shares in physical form shall agree with the specimen signature as per the Bank’s record.

ii. ACDC account holder/proxy shall authenticate his/her identity by showing his/her original Computerized National Identity
Card (CNIC) or original passport at the time of attending the Annual General Meeting.

iii. Incase of a corporate entity, the Board of Directors’ resolution/power of attorney, including the specimen signature of the
nominee, shall be presented at the time of the Annual General Meeting, unless it has been provided earlier.

iv. Shareholders are requested to handover duly completed admission slips at the counter before entering the meeting premises.

This Admission Slip is Not Transferable
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HBL

Form of Proxy

I/We

of

being member(s) of Habib Bank Limited holding

Ordinary shares hereby appoint

of vide Folio/CDC Account No. or failing
him/her of who is also member of
Habib Bank Limited vide Folio/CDC Account No. as my/our proxy in my/our absence

to attend, speak and vote for me/us and on my/our behalf at the 77" Annual General Meeting of the Bank to be held on

Wednesday, March 27, 2019 at Serena Hotel, Islamabad and at any adjournment thereof.

As witness my/our hand/seal this day of 2019.

Signed by the said

In the presence of 1.

2.

Signature on

Five Rupees

Revenue Stamp

Folio/CDC Account No.

This signature should agree with the

specimen registered with the Bank.
Important:

1. This Proxy Form, duly completed and signed, must be received at the Registered Office of the Bank at 9" Floor,
Habib Bank Tower, Jinnah Avenue, Blue Area, Islamabad, not less than 48 hours before the time of holding the
Annual General Meeting.

2. No person shall act as proxy unless he/she himself/herself is a member of the Bank, except that a corporation may
appoint a person who is not a member.

3. If a member appoints more than one proxy and more than one instruments of proxy are deposited by a member with
the Bank, all such instruments of proxy shall be rendered invalid.

For CDC Account Holders/Corporate Entities:

In addition to the above, the following requirements have to be met:

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

b. Attested copies of the CNICs or the passports of the beneficial owner(s) and the proxy shall be furnished with the proxy form.

c. The proxy shall produce his/her original CNIC or original passport at the time of the Annual General Meeting.

d. In case of a corporate entity, the Board of Directors’ resolution/power of attorney, with specimen signature of the

nominee, shall be submitted to the Bank along with the proxy form unless the same has been provided earlier.
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www, jamapunji.pk

Key features:

Gz Licensed Entities Verification
¢ Scam meter®

& Jamapunji games®

@ Tax credit calculator®
& Company Verification
B Insurance & Investment Checklist

77 FAQs Answered
2 Online Quizzes

3 5. JamaPunjiis an Invesios

- Y Education Initiative of

WA £ Securiles and Exchange
SHEes  Comimission of Pakstan

[ e

Be aware, Be alert,

Be safe

Learn about investing at
www.jamapuniji.pk

41 Stock trading simulator
(based on live feed from KSE)

Knowledge center
Risk profiler*
By Financial calculator

u} Subscription to Alerts (event
notifications, corporate and
regulatory actions)

ﬂ Jamapuniji application for
mobile device

E n aa = ' =
jamapunji.pk Bjamapunji_pk

*Maobile apps are also avallable for download for android
and los devices
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