ADVICE FOR INVESTORS
INVESTORS ARE STRONGLY ADVISED IN THEIR OWN INTEREST TO CAREFULLY READ THE CONTENTS OF THE PROSPECTUS
ESPECIALLY THE RISK FACTORS MENTIONED IN PART 4.12 OF THIS PROSPECTUS BEFORE MAKING ANY INVESTMENT DECISION.

SUBMISSION OF FALSE & FICTITIOUS APPLICATIONS IS PROHIITED AND SUCH APPLICATIONS’ MONEY MAY BE FORFEITED UNDER
SECTION 87(8) OF THE SECURITIES ACT, 2015

BANK ALFALAH LIMITED
PROSPECTUS

Bank Alfalah

THE ISSUE SIZE OF FULLY PAID UP, RATED, LISTED, PERPETUAL, UNSECURED, SUBORDINATED, NON-CUMULATIVE AND CONTINGENT
CONVERTIBLE DEBT INSTRUMENTS IN THE NATURE OF TERM FINANCE CERTIFICATES (“TFCs”) IS PKR 7,000 MILLION, OUT OF WHICH TFCS OF
PKR 6,300 MILLION (90% OF ISSUE SIZE) ARE ISSUED TO THE PRE-IPO INVESTORS AND PKR 700 MILLION (10% OF ISSUE SIZE) ARE BEING
OFFERED TO THE GENERAL PUBLIC BY WAYOF INITIAL PUBLIC OFFER THROUGH THIS PROSPECTUS

RATE OF RETURN
Perpetual instrument @ 6 MONTH KIBOR* (ASK SIDE) PLUS 1.50% P.A.,

INSTRUMENT RATING: AA- (Double A minus) by JCR-VIS CREDIT RATING COMPANY LIMITED
LONG TERM ENTITY RATING: "AA+“ (DOUBLE A PLUS)
SHORT TERM ENTITY RATING: "A1+” (A ONE PLUS)
by
JCR-VIS CREDIT RATING COMPANY LIMITED & THE PAKISTAN CREDIT RATING AGENCY LIMITED
As per PSX’s Listing of Companies and Securities Regulations, the Draft Prospectus was placed on PSX’s website for seeking public comments for
seven (7) working days starting from 16/1/2018 to 24/1/2018. No comments have been received on the draft Prospectus.

DATE OF PUBLIC SUBSCRIPTION: From March 8, 2018 to March 9, 2018 (From: 9:00 am to 5:00 pm) (both days inclusive)

CONSULTANT TO THE ISSUE

AARIFH&BIB
hd | IMITED

Bankers for the Retail portion of the Issue:

Askari Bank Limited MCB Bank Limited JS Bank Limited
Bank Alfalah Limited** Summit Bank Limited** Samba Bank Limited
Bank Al Habib Limited United Bank Limited** The Bank of Punjab

Faysal Bank Limited Soneri Bank Limited

Underwriters for the Retail portion of the Issue:

Arif Habib Limited Ismail Igbal Securities (Private) Limited

**In order to facilitate investors, United Bank Limited (“UBL”), Bank Alfalah Limited (BAFL”) and Summit Bank Limited (“SMBL”) are offering electronic
submission of application (e-IPO) to their account holders. UBL account holders can use UBL Net Banking to submit their application via link
http://www.ubldirect.com/corporate/ebank. BAFL account holders can use BAFL Net Banking to submit their application via link
https://netbanking.bankalfalah.com. SMBL account holders can use SMBL Net Banking to submit their application via link https://ib.summitbank.com.pk.
Furthermore, please note that online applications can be submitted 24 hours a day during the subscription period which will close at midnight on March 9, 2018.

The Central Depository Company of Pakistan (“CDC”) in collaboration with 1 Link (G) Limited (1 Link) has developed a Centralized e-IPO System (“CES”) through which
applications for subscription of securities offered through IPOs can be made electronically. CES has been made available in this IPO which can be accessed through
the web link www.cdceipo.com. Payment of subscription money can be made through 1Link’s member banks available for CES, list of which is available on above web
link.

For making application though CES, investors must be registered with CES. Registration with CES is onetime and free of cost and a self-registration process by filling
the CES registration form, which is available 24/7 all around the year.
Investors who have valid Computerized National Identity Card (CNIC), bank account with any of the commercial bank, email address, mobile phone number and CDS
Account (Investor Account or sub Account) may register themselves with CES.
Investors who do not have CDS account may visit www.cdcpakistan.com for information and details. For further guidance and queries regarding CES and opening of
CDS account, investors may contact CDC at phone Number: 0800 — 23275 (CDCPL) and e-mail: info@cdcpak.com. CES is connected to a number of banks through 1
Link for payment of the subscription money. For further details on CES, please refer para 2.10(i) of this Prospectus or contact Mr. Moheel Ali Khan at Phone 021-
34326030 and email: moheel khan@cdcpak.com.

n Jama For investor education pl visit www.jamapuniji.pk and read the IPO Investor Guide placed at web link

LT = A S M Aty

https://www.secp.gov.pk/document/initial-public-offering-ipo-a-concise-guide-for-investors/?wpdmdIi=29584 Jama Puniji is an
investor education initiative of the Securities & Exchange Commission of Pakistan

Date of Publication of this Prospectus: March 1, 2018
Prospectus and Subscription Forms can be downloaded from the following websites:
http://www.bankalfalah.com  http://www.arifhabibltd.com http://www.psx.com.pk
For further queries, you may contact
Bank Alfalah Limited: Zain Alam; Phone: +92 21 3312 2619; E-mail: zain.alam@bankalfalah.com
Arif Habib Limited: Dabeer Hasan; Phone: +92 21 3246 5891; E-mail: dabeer.hasan@arifhabibltd.com

*Average rate ‘Ask Side’ of the six month Karachi Inter Bank offered Rate (“KIBOR”) as published on Reuters Page KIBR or as published by the
Financial Markets Association of Pakistan in case Reuters page is unavailable on the Base Rate setting date.
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UNDERTAKING BY THE CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER

Date:

WE,

NAUMAN ANSARI, THE CHIEF EXECUTIVE OFFICER AND ANJUM HAI, THE CHIEF FINANCIAL OFFICER

OF BANK ALFALAH LIMITED CERTIFY THAT:

THIS PROSPECTUS CONTAINS ALL INFORMATION WITH REGARD TO THE ISSUER AND THE ISSUE,
WHICH IS MATERIAL IN THE CONTEXT OF THE ISSUE AND NOTHING HAS BEEN CONCEALED IN THIS
RESPECT;

THE INFORMATION CONTAINED IN THIS PROSPECTUS IS TRUE AND CORRECT TO THE BEST OF OUR
KNOWLEDGE AND BELIEF;

THE OPINIONS AND INTENTIONS EXPRESSED THEREIN ARE HONESTLY HELD;

THERE ARE NO OTHER FACTS, THE OMISSION OF WHICH MAKES THE PROSPECTUS AS A WHOLE OR
ANY PART THEREOF MISLEADING;

ALL REQUIREMENTS OF THE SECURITIES ACT, 2015; THE DISCLOSURES IN PUBLIC OFFERING
REGULATIONS, 2017 FOR PREPARATION OF PROSPECTUS, RELATING TO APPROVAL AND DISCLOSURES
HAVE BEEN FULFILLED; AND

NO CHARGES, FEE, EXPENSES, PAYMENTS ETC. HAVE BEEN COMMITTED TO BE PAID TO ANY PERSON
IN RELATION TO THIS PUBLIC OFFERING EXCEPT FOR THOSE AS DISCLOSED IN PART 3 OF THE
PROSPECTUS.

For and behalf of Bank Alfalah Limited

-Sd- -Sd-
Nauman Ansari Anjum Hai
Chief Executive Officer Chief Financial Officer
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Glossary of Abbreviations and Technical Terms

ADG

Abu Dhabi Group

Additional Tier 1 Capital

Additional Tier 1 Capital means the additional Tier 1 capital as defined in
the Basel Ill Circular

ALCO

Asset Liability Management Committee

Consultant to the Issue

Arif Habib Limited

BAFL or "the Bank" or the
Issuer

Bank Alfalah Limited

Base Rate Setting Date

(a) For the first coupon payment, one (1) Business Day prior to the Issue
Date; and

(b) For each subsequent coupon payment, one (1) Business Day prior to
the last coupon payment date

Basel Il Circular

Instructions for Basel Il Implementation in Pakistan issued by the State
Bank of Pakistan under BPRD circular # 06 dated August 15, 2013 (as may
be amended, modified or replaced from time to time)

Bn Billion

Board / BoD Board of Directors of the Bank

Bps Basis Points

CAGR Compounded Annual Growth Rate

CAR Capital Adequacy Ratio; the amount of risk-based capital (Tier 1 and Tier
2) as a percentage of risk-weighted assets

CDC The Central Depository Company of Pakistan Limited

CDS Central Depository System

Credit Rating Agency

JCR-VIS Credit Rating Company Limited (“JCR-VIS”) & The Pakistan Credit
Rating Agency Limited (“PACRA”)

CET1

Common Equity Tier 1

CET 1 Trigger Event

As described thereto in Paragraph A-5-2 of Annexure 5 of the Basel IlI
Circular. The Issuer shall immediately notify the SBP upon the
occurrence of the CET 1 Trigger Event

Conditions

The terms and conditions governing and regulating the TFCs

Contingent Convertible

TFCs that are subject to Mandatory Conversion only upon the
occurrence of the Mandatory Conversion Event

CcY Calendar Year

Trust Deed Trust Deed executed between the Bank and the Trustee dated
December 26, 2017

DFI Development Financial Institutions

EPS Earnings per Share

FIS Financial Institutions

FY Financial Year

GA Gross Advances

GOP Government of Pakistan

Investment Agreement

The Investment Agreement entered into between each pre-IPO Investor
and the Issuer, prior to the Issue Date

Issue Date The date on which the TFCs are Issued as communicated to the TFC
Holders by the Trustee upon notification by the Issuer
KIBOR Karachi Inter-Bank Offer Rate (Ask Side)
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Lock-in clause

Mark-up will only be paid from the Issuer’s current year’s earning and if
the Issuer is in compliance of regulatory Minimum Capital Requirement
and Capital Adequacy Ratio requirements set by SBP from time to time.

Lock-in Event

Failure by the Issuer to comply with the Lock-in clause

Mandatory Conversion

Mandatory conversion of the TFCs into ordinary shares in accordance
with the Trust Deed and upon the occurrence of a Mandatory Conversion
Event

Mandatory Conversion
Event

Issuance of a written direction by the SBP to the Issuer to Mandatorily
Convert the TFCs on account of: (i) a CET 1 Trigger Event; (ii) the PONV
Trigger Event; or (iii) Lock-In Event

Mandatory Write-Off

Mandatory write-off (in whole or in part) of the Outstanding Face Value
of the TFCs in accordance with the Trust Deed and upon the occurrence
of a Mandatory Write Off Event

Mandatory Write-Off
Events

Issuance of a written direction of the SBP requiring the Mandatory Write-
Off of the TFCs on account of: (i) a PONV Trigger Event; (ii) a CET 1 Trigger
Event; (iii) upon the Issuer being unable to Mandatorily Convert the TFCs
into Ordinary Shares upon occurrence of a CET 1 Trigger Event; or (iv)
Lock-in Event

Market Maker

Arif Habib Limited

MCR Minimum Capital Requirement as prescribed under the applicable laws.
Mn Million

NBFC Non-Banking Financial Company

NII Net Interest Income

NPLs Non-Performing Loans

PSE Public Sector Entities

PSX Pakistan Stock Exchange Limited

PKR or Rs. Pakistan Rupee

PONV Point of Non-Viability

PONV Trigger Event

As described thereto in Paragraph A-5-3 of Annexure 5 of the Basel IlI
Circular. The SBP will have full discretion in declaring the PONV Trigger
Event

ROA Return on Assets

ROE Return on Equity

SBP State Bank of Pakistan

SECP / the Commission Securities & Exchange Commission of Pakistan

TFC or TFCs Fully paid up, rated, listed, perpetual, unsecured, subordinated, non-

cumulative and Contingent Convertible debt instruments in the nature of
Term Finance Certificates issued under Section 66 of the Companies Act,
2017 which will qualify as Additional Tier 1 Capital as outlined by SBP
under the Basel Il Circular

TFC Holders/ Certificate
Holders

Each person registered in the Register of TFC Holders as the holder of
TFCs and the persons shown as the holders of the TFC Certificates in the
records of the CDS, who shall be the beneficiaries under Declaration of
Trust and will include the Pre-IPO investors who have entered into an
Investment Agreement and the general public. BAFL shall issue TFC
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Certificates to the successful allottees within 21 days of closure of the
subscription list in compliance with the requirements of PSX.

TFC Issue

Issuance of TFCs of PKR 7,000 million

Tier 2 Capital

The Tier 2 capital shall bear the meaning ascribed to it under the Basel
[l Circular

Transaction Documents

a) The Trust Deed;
b) The Investment Agreements; and
¢) The TFCs (when issued)

Trustee

Pak Brunei Investment Company Limited

Trust Assets

means and includes the following: (i) the rights of the TFC Holders to the
Coupon Payments to in accordance with the terms of the Transaction
Documents; (ii) the rights, benefits and entitlements vested in the
Trustee and / or to be vested in the Trustee at any time in the future,
under and / or arising from the Transaction Documents; (iii) the right to
the Proceeds upon occurrence of an Event of Default; and (iv) includes all
other rights, title and benefits of the Trustee and the TFC Holders arising
directly or indirectly from the TFC Issue and the execution of the
Transaction Documents

Transfer Agent & Ballotter

F.D. Registrar Services (SMC-Pvt) Ltd

Transaction Legal Counsel

HaidermotaBNR & Co.

Voting Rights

means the voting rights exercisable by any of the TFC holders in
accordance with the trust deed.
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A

Bank Alfalah

SUMMARY OF THE ISSUE

Issue Size
Pre-IPO Placement

Initial Public Offering
(IPO) (IPO Portion)

Purpose

Utilization of proceeds of
the Issue

Minimum Investment

Issue Date

Tenor

Principal Redemption

Coupon Rate / Mark — up
Rate

Coupon Payment Date

Issue Price

Security

PKR 7,000 million

PKR 6,300 million

PKR 700 million

The proceeds of Issue will contribute toward the Issuer’s Additional
Tier | Capital for capital adequacy ratio as per guidelines set by SBP.

The proceeds of the Issue will be utilized in the Issuer’s normal
business operations as permitted by its Memorandum & Articles of
Association.

The TFCs will be offered in denominations of PKR 5,000/- or multiples
thereof to the investors subject to a minimum Investment amount of
PKR 5,000/-

The date on which the TFCs are Issued as communicated to the TFC
Holders by the Trustee upon notification by the Issuer

Perpetual

Perpetual, hence not applicable.

The Coupon Rate / Mark — up Rate shall be as follows:

1) for the period at the end of which the Issuer is compliant with the
MCR and CAR Requirements:

6-Month KIBOR (Ask Side) + 1.50% with no step up feature.

2) forthe period at the end of which the Issuer is not compliant with
the MCR and CAR Requirements or payment of the Mark-up set
out in (1) above for the relevant period may render it non-
compliant with such MCR and CAR Requirements:

Mark-up Rate: 0% (i.e no mark- up)

If in case no Mark-up is paid, there is no recourse available to the TFC
Investors

The first mark-up payment will fall due six months from the Issue Date
and subsequently every six months thereafter (“Coupon Payment
Date”)

At par

The TFCs will be unsecured.
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Transaction Legal
Counsel

Listing

Entity Rating

Instrument Rating

Subscription Date

Risk Factors

Trustee to the Issue

Compliance Officer

Underwriters of the Issue

Market Maker to the
Issue

Bankers to the Issue

HaidermotaBNR and Co.

Pakistan Stock Exchange Limited

Long Term Rating : AA+ (double A plus)
Short Term Rating : A1+ (A one plus)

Rating by JCR-VIS & PACRA
AA- (Double A minus) by JCR-VIS
March 8, 2018 and March 9, 2018

For details please refer to Part 4.12 of the Prospectus
Pak Brunei Investment Company Limited

Mian Ejaz Ahmad

Group Head — Legal and Company Secretary
Mian.Ejaz@bankalfalah.com

3rd Floor, B.A Building

I.I Chundrigar Road,

Karachi, Pakistan.

Telephone # +92 21 3242 2358

Fax # +92 21 3241 3945

1. Arif Habib Limited, and
2. Ismail Igbal Securities (Private) Limited

Arif Habib Limited

Askari Bank Limited
Bank Alfalah Limited
Bank Al Habib Limited
Faysal Bank Limited
MCB Bank Limited
Summit Bank Limited

United Bank Limited
Soneri Bank Limited
JS Bank Limited

Samba Bank Limited
The Bank of Punjab

The TFC will be inducted into the CDC, transfer shall be made in
accordance with the Central Depository Act, 1997 and CDC
Regulations

Transferability

The TFC shall be subject to the laws of Islamic Republic of Pakistan and

Governing Law L .
g non-exclusive jurisdiction of the Pakistan Courts
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PART |

1 APPROVALS, CONSENTS AND LISTING ON THE STOCK EXCHANGE

1.1  APPROVAL OF THE SECURITIES & EXCHANGE COMMISSION OF PAKISTAN

Approval of the Securities and Exchange Commission of Pakistan (the “Commission” or the “SECP”) as
required under Section 87(2), read with Section 88(1) of the Securities Act, 2015 (the “Act”) has been
obtained for the Issue, circulation and publication of this Prospectus.

Disclaimer

It must be distinctly understood that in giving this approval, SECP does not take any responsibility for
the financial soundness of the Issuer and any of its schemes stated herein or for the correctness of any
of the statements made or opinions expressed by Bank Alfalah Limited (“BAFL” or “Issuer” or “Bank”)
in this Prospectus.

SECP has not evaluated quality of the Issue and its approval for the Issue, circulation and publication of
this Prospectus should not be construed as any commitment of the same. The public/investors should
conduct their own independent due diligence and analysis regarding the quality of the Issue before
investment in the Additional Tier 1 Term Finance Certificates (“TFC” or “TFCs”) being offered through
this Prospectus.

1.2 APPROVAL OF THE PROSPECTUS BY PAKISTAN STOCK EXCHANGE LIMITED

The Prospectus for the issue of fully paid-up, rated, listed, perpetual, unsecured, non-cumulative,
subordinated, and contingent convertible debt instrument in the nature of Additional Tier 1 Term Finance
Certificates (“TFC” or “TFCs”) has been approved by the Pakistan Stock Exchange Limited (“PSX") in
accordance with the requirements of its Listing Regulations.

Disclaimer

= PSX has not evaluated the quality of the Issue and its approval should not be construed as any
commitment of the same. The public / investors should conduct their own independent
investigation and analysis regarding the quality of the Issue before subscribing.

= The publication of this document does not represent solicitation by PSX.

= The contents of this document do not constitute an invitation to invest in TFCs or subscribe for any
securities or other financial instrument by PSX, nor should it or any part of it form the basis of, or
be relied upon in any connection with any contract or commitment whatsoever of PSX.

= It is clarified that information in this Prospectus should not be construed as advice on any
particular matter by PSX and must not be treated as a substitute for specific advice.

= PSX disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon this
document to any one, arising from any reason, including, but not limited to, inaccuracies,
incompleteness, and/or mistakes, for decision and/or actions taken based on this document.

= PSX neither takes responsibility for the correctness of contents of this document nor the ability of
the Issuer to fulfil its obligations there under.
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13

Advice from a suitably qualified professional should always be sought by investors in relation to
any investment in securities.

APPROVAL OF THE STATE BANK OF PAKISTAN

In-principle approval of the State Bank of Pakistan (“SBP”) has been obtained vide SBP’s letter No.
BPRD/BA&CP/24519/2017 dated October 19, 2017, for the issuance of fully paid-up, rated, listed,
perpetual, callable, unsecured, non-cumulative, contingent convertible and subordinated Sixth Term
Finance Certificates (“TFC”) of PKR 7,000 million, subject to compliance of relevant laws and
regulations.

State Bank of Pakistan has granted in-principle approval for the issuance of the captioned Term Finance
Certificates (TFCs) of PKR 7 Billion as eligible for Additional Tier 1 capital subject to following conditions:

a.
b.

The subject TFCs will not be eligible for Minimum Paid up Capital Requirements (MCR).
The final term sheet will include a clause that any inability to exercise lock-in clause or non-
cumulative feature, will subject these TFCs to mandatory conversion into ordinary shares/ write-
off at the discretion of SBP.
The final term sheet should indicate the final profit rate in two tiers:

i A regular profit rate for the period at the end of which the bank is compliant with CAR

and MCR.
ii. Profit Rate of 0% (i.e. no profit) for the period at the end of which the bank is non-
compliant with the CAR or MCR.

The final term sheet should indicate the Instrument rating.
The option of temporary write down under the loss absorbency clause may be removed. Further,
the loss absorbency clause may be amended to clearly state that the mode of loss absorbency i.e.
write off or conversion of TFCs into ordinary shares will be subject to SBP discretion as per BPRD
circular no. 6 of 2013.
The bank will submit an undertaking to the effect that it will, at all times, maintain sufficient
cushion in the authorized capital at least equal to the “cap on the maximum number of shares to
be issued at PONV or CET-1 trigger event”.
The bank will submit shareholder’s due approval covering the maximum number of shares that
can be issued against the conversion of the TFCs, pricing formula etc. in line with the term sheet
and requirements of BPRD circular no.6 of 2013.
The bank shall submit an undertaking that it has obtained all the necessary approvals and fulfilled
the preconditions (except for the specific information about number of shares etc. that will be
available at PONV or CET- trigger event) for the issuance of TFCs as well as for the final approval
of SECP and smooth conversion of TFCs into ordinary shares at the time of PONV / Trigger Event.
Bank will ensure compliance with all the applicable laws, rules and regulations including BPRD
circular no.6 of 2013.
After completion of legal and regulatory formalities and finalization of the term sheet in the light
of above, the bank will approach SBP for final approval within 4 months of the issuance of in-
principle approval.

It may also be noted that SBP’s approval cannot be construed as endorsement of economic risk and legal
aspects of the proposed TFCs that will remain the sole responsibility of the Bank’s management and the

Board.
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Subsequent to the In-principle approval from SBP, BAFL has obtained vide SBP’s letter No.
BPRD/BA&CP/616/26915/2017 dated November 17, 2017, relaxation for the following:

1. The Bank may obtain and submit shareholder’s due approval by March 31, 2018, covering the
maximum number of shares that can be issued against the conversion of these TFCs, pricing
formula etc. in line with the term sheet and requirements of BPRD Circular No. 6 of 2013. Failure
to submit this approval within due date will render the instrument in-eligible for treatment as
additional tier 1 (ADT-1) capital.

2. SECP approval for conversion of the instrument into ordinary shares of the Bank in the event of
occurrence of a PONV event or Trigger event as required under SBP Basel Il instructions, may be
obtained on post facto basis. However, the Bank shall submit an undertaking that it has obtained
all the necessary approvals and fulfilled the preconditions (except for the specific information
about number of shares etc. that will be available at PONV or CET-1 trigger event) for the
aforementioned final approval of SECP.

Final approval vide SBP letter No. BPRB/BA&CP/29935/2017 dated December 21, 2017 has been obtained
for the issuance of fully paid-up, rated, listed, perpetual, callable, unsecured, non-cumulative, contingent
convertible and subordinated Sixth Term Finance Certificates (“TFC”) of PKR 7,000 million, and recognition
of the same as ADT1 eligible capital subject to compliance with BPRD Circular No.6 of 2013 and other
relevant laws and regulations.

The investment by sponsors in the proposed issue should not exceed 50% of the issue. However, the bank
or related parties over which the bank can exercise control or exert influence shall not invest in the
proposed issue as per restrictions imposed under BPRD Circular No.6 of 2013. (Para VI of Annexure-2)

Moreover, the bank is required to submit a report to the Banking Policy & Regulations Department
covering the details of proposed TFCs issue, within one month from the date of issue.

1.4 FILING OF PROSPECTUS AND OTHER DOCUMENTS WITH THE REGISTRAR OF COMPANIES

BAFL has delivered to the Registrar of Companies as required under Sections 57 (1) of the Act, a copy of
this Prospectus signed by all the Directors of BAFL.

1.5 LISTING ON THE STOCK EXCHANGE

Application has been made to PSX for permission to deal in and for quotation of the TFCs of BAFL. If for
any reason the application for formal listing is not accepted by PSX or approval for formal listing is not
granted by PSX before the expiration of twenty-one days from the date of closing of the subscription
period / list or such longer period not exceeding forty-two days as may, within the said twenty-one days,
be notified to the applicants for permission by the securities exchange, the Issuer undertakes that a notice
to that effect will immediately be published in the press and it will refund Application Money to the
applicants without surcharge as required under the provisions of Section 69 of the Companies Act, 2017.

If any such money is not repaid within eight (08) days after the Bank becomes liable to repay it, the
Directors of the Bank shall be jointly and severally liable to repay that money from the expiration of the
eighth day together with surcharge at the rate of two per cent (2.0%) for every month or part thereof
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from the expiration of the eight day and, in addition, shall be liable to a penalty of level 3 on the standard
scale in accordance with the provisions of sub-section (2) of Section 69 of the Companies Act.

1.6 COMPLIANCE OFFICER

Mian Ejaz Ahmad — Group Head Legal and Company Secretary

CONTACT DETAILS OF COMPLIANCE OFFICER
Mian Ejaz Ahmad

Group Head — Legal and Company Secretary
Mian.Ejaz@bankalfalah.com

3rd Floor, B.A Building

I.I Chundrigar Road, Karachi, Pakistan.
Telephone # +92 21 3242 2358

Fax #+92 21 3241 3945
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PART Il

2 TFCS AND RELATED MATTERS

2.1 THEISSUE
BAFL is issuing the TFCs under the Basel Il Circular in the aggregate amount of PKR 7,000 million.

The TFCs will be fully paid-up, rated, listed, unsecured, perpetual, non-cumulative and Contingent
Convertible. The TFCs will be subordinated to the payment of principal and profit, to all other
indebtedness of the Bank, including deposits. The instrument is rated AA- (Double A Minus) by JCR-VIS.

The total issue size of the TFCs is PKR 7,000 million and will be offered in denominations of PKR 5,000/-
(Pakistani Rupees Five Thousand Only) or in multiples thereof to the investors subject to a minimum
investment amount of PKR 5,000/- (Pakistani Rupees Five Thousand Only).

The TFCs have a floating rate coupon priced with a spread of 150 bps over 6-month KIBOR with no floor
or cap. The Base Rate will be set using the 6-month KIBOR (Ask side), one (1) business day prior to the
Issue Date; and thereafter one (1) business day prior to each subsequent profit payment date. Profit will
be payable semi-annually in arrears calculated on a 365-day year basis on the outstanding principal
amount. The first such profit payment will fall due six (6) months from the Issue Date and subsequently
every six months thereafter, subject to the Bank meeting regulatory requirements as prescribed by the
SBP.

The TFCs may be called with the prior written approval of SBP, starting from and including the fifth
anniversary of the Issue Date, or on the occurrence of certain events (refer to section 2.2), subject to
not less than 45 calendar days’ prior notice being given to the TFC Holders through the Trustee. The Call
Option, once announced, will be irrevocable. No Put Option shall be available to the TFC Holders.

The TFCs shall be subject to a standard lock-in clause (refer to section 2.2) which would mean that coupon
/ markup may not be paid if such payments would result in shortfall in the Bank’s MCR or CAR or increase
any existing shortfall in MCR and CAR as mandated by the SBP. The TFCs will also be subject to a standard
loss absorbency clause (refer to section 2.2) under the Basel Ill Circular and/or any other requirements
that the SBP may introduce.

2.2 TERM SHEET OF THE ISSUE

Bank Alfalah Limited

Fully paid up, rated, listed, perpetual, unsecured, subordinated, non-cumulative
and contingent convertible debt instruments in the nature of Term Finance
Certificates (“TFCs”) issued under Section 66 of the Companies Act, 2017 which
will qualify as Additional Tier | Capital as outlined by State Bank of Pakistan
(“SBP”) under BPRD Circular No. 6 dated August 15, 2013 (hereinafter referred
to as the “Circular”).

Instrument

Issue Amount PKR 7,000 million.

Pre-IPO Amount PKR 6,300 million
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Purpose

Utilization
Proceeds

Tenor

Coupon Payment

A

Bank Alfalah

The Issue Amount will contribute toward the Issuer’s Additional Tier | Capital for
capital adequacy ratio as per guidelines set by SBP.

The Proceeds of the Issue will be utilized in the Issuer’s normal business
operations as permitted by its Memorandum & Articles of Association.

Perpetual
Payment of | amount, based an 365 doye o yesr bath
Mark-Up g princip ) ysay

and on a non-cumulative basis.

Lock-in Clause

Mark-up will only be paid from the Issuer’s current year’s
earning and if the Issuer is in compliance of regulatory
Minimum Capital Requirement and Capital Adequacy Ratio
requirements set by SBP from time to time (“MCR and CAR
Requirements”). Any inability to exercise lock-in clause or
non-cumulative feature, will subject these TFCs to mandatory
conversion into ordinary shares/ write off at the discretion of
SBP in accordance with the Loss Absorbency (Mandatory
Conversion Provisions) and Loss Absorbency (Write-Off
Provisions), as applicable.

Coupon
Rate/Mark-up
Rate

The Mark — up Rate shall be as follows:

1) for the period at the end of which the Issuer is compliant
with the MCR and CAR Requirements:

6-Month KIBOR (Ask Side) + 1.50% with no step up feature.

2) for the period at the end of which the Issuer is not
compliant with the MCR and CAR Requirements or
payment of the Mark-up set out in (1) above for the
relevant period may render it non-compliant with such
MCR and CAR Requirements:

Mark-up Rate: 0% (i.e. no mark- up)

Coupon
Payment Date

The first mark-up payment will fall due six months from the
Issue Date and subsequently every six months thereafter
(“Coupon Payment Date”).

Interim
Coupon
Payment

Subject to applicable laws, the Issuer shall pay an interim
coupon payment on the Issue Date to all investors who have
injected the investment amounts and subscribed to TFCs prior
to the public offering (the “Interim Coupon Payment”).

Page 14 of 146




TFC Prospectus | Bank Alfalah Limited

Principal
Repayment

Security

Seniority of Claim

Put Option

A

Bank Alfalah

The Interim Coupon Payment shall be equal to the mark-up
(at the Coupon Rate) on the investment amounts invested by
each investor from the date on which such investment
amounts are received by the Issuer until the date which is one
day prior to the Issue Date.

Discretion on
profit
payments

In accordance with the terms of the Circular, the Issuer will
have discretion to waive (in whole or in part) any scheduled
profit payment and such waiver will not constitute an event
of default. On cancellation of the payment of mark-up, the
Issuer’s obligation to pay mark-up on the TFCs shall stand
extinguished and the Issuer shall have no obligation to make
distributions/payments in kind.

In the event that the Issuer determines that it shall not make
a payment of mark-up on the TFCs, the Issuer shall notify the
Trustee not less than 21 calendar days prior to the relevant
Coupon Payment Date of that fact and of the amount that
shall not be paid.

Dividend
Stopper

The Issuer shall not make any dividend payments on equity/
ordinary shares in the event of a non-payment of mark-up on
the TFCs.

Perpetual, hence not applicable.

The TFCs will be unsecured.

The claims of the Investors will rank:

(a) superior to the claims of ordinary shareholders;

(b) junior to all other claims (including depositors and general creditors); and

(c) pari passu without preference amongst themselves.

None

Issuer’s Call

The Issuer may, at its sole discretion, exercise call option any
time after five years from the Issue Date and subject to the
satisfaction of Call Option Conditions (“Issuer’s Call”).

Tax Event Call

The Issuer may, at its sole discretion, exercise call option upon
the trigger or continuation of a Tax Event subject to the
satisfaction of Call Option Conditions (defined below)(“Tax
Event Call”).
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Call Option (Types)

Call Option
(Procedure)

Loss Absorbency
(Convertibility
Provisions)

A “Tax Event” shall be deemed to have occurred if, as a result
of any change in, or amendment to, the laws affecting taxation
(or regulations or rulings promulgated thereunder) of Pakistan
or any change in official application of such laws, regulations
or rulings, the Issuer will no longer be entitled to claim a
deduction in respect of computing its tax liabilities with
respect to coupon/mark-up payable on the TFCs.

Capital Event
Call

The Issuer may, at its sole discretion, exercise call option upon
the trigger of a Capital Event subject to the satisfaction of Call
Options Conditions (defined below)(“Capital Event Call”).

A “Capital Event” shall be deemed to have occurred if the TFCs
are downgraded in regulatory classification by SBP; by way of
illustration, if the TFCs are excluded by SBP from the
consolidated Additional Tier 1 capital of the Issuer.

The Issuer may exercise a Call Option (Issuer’s Call, Tax Event
Call or Capital Event Call, as the case may be) subject to the
following conditions (the “Call Option Conditions”):

(a) prior approval of SBP has been obtained for exercise of the
Issuer Call; and

Call Option
Conditions (b) the Issuer replaces the TFCs with capital of the same or
better quality and demonstrates that the capital position
of the Issuer will be well above the minimum capital
requirement prescribed by SBP after the Call Option is
exercised.
If the Issuer decides to exercise the Call Option (Issuer’s Call,
Tax Event Call or Capital Event Call, as the case may be), the
Call Option Issuer shall notify the Trustee and Investors not less than 45
Notice calendar days prior to the date of exercise of such Call Option,
which notice shall specify the date fixed for the exercise of the
Call Option (the “Call Option Date”).
. Face value of TFC plus coupon/mark up accrued from the last
Ca.ll Option coupon/mark-up payment date up to but excluding the Call
Price Option Date.
The Issuer will make payment of the Call Option Price within
Settlement 30 calendar days of the Call Option Date.
In conformity with SBP Basel Ill Guidelines as per the Circular,
Mandatory the TFCs shall, if directed by the SBP, be permanently
Conversion

converted into ordinary shares upon: (i) the CET 1 Trigger
Event (described below); (ii) the PONV Trigger Event
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(described below); or (iii) failure by the Issuer to comply with
the Lock-In Clause (“Lock-In Event”).

Conversion
Amount

In the case of CET 1 Trigger Event, the Issuer will have full
discretion to determine the amount of TFCs to be converted
into ordinary shares, which amount shall at least be the
amount required to immediately return the Issuer’s CET 1 ratio
to above the CET 1 Trigger Event but will not exceed the
amount required to bring the CET 1 ratio to 8.5% of RWA.

In the case of a PONV Trigger Event or Lock-In Event, the
amount of TFCs to be converted will be determined by the SBP
in its sole discretion.

Conversion
Ratio

Number of shares to be issued to Investors at the time of
conversion will be equal to the ‘Outstanding Face Value of the
TFCs’ divided by Fair value (i.e. market price per Ordinary
Share on the date of the CET1 Trigger Event, PONV Trigger
Event or Lock-In Event, or, in case market price is not available,
the break-up value of share duly certified by the independent
auditor) per share of the Bank’s Shareholders Equity on the
date of trigger of the CET1 Trigger Event, PONV Trigger Event
or Lock-In Event as declared by SBP, subject to a maximum of
191,000,000 ordinary shares to be issued.

Fit & Proper
clearance

Investors entitled to 5% or more ordinary shares of the Issuer
upon conversion of the TFCs shall require “fit and proper”
clearance from the SBP.

Other
regulatory
approvals

The Bank shall procure all approvals to enable conversion of
the TFCs into ordinary shares, including approvals in relation
to the increase in authorized capital of the Issuer (to the extent
necessary).

Loss Absorbency
(Write — Off
Provisions)

Mandatory
Write- off

The Issuer shall, if directed by the SBP, write-off the Relevant
Amount (defined below) of the TFCs (i) upon the PONV Trigger
Event (described below); (ii) upon the CET 1 Trigger Event
(described below); (iii) upon the Lock-In Event (described
above); or (iv) if it is not possible to convert the TFCs into
ordinary shares upon the CET 1 Trigger Event.

A write off due to PONV Trigger Event shall occur prior to any
public sector injection of capital so that the capital provided by
the public sector is not diluted.
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The Relevant Amount (defined below) of the TFCs shall be
permanently written off and the written off amount will not
be restored in any circumstances.

Permanent
Write-off

The outstanding principal amount of the TFCs may be written
off partially or in full.

The amount of write off shall be (“Relevant Amount”):

(a) in the case of a PONV Trigger Event or Lock-In Event, such
amount as is determined by the SBP in its sole discretion;

(b) in the case of CET 1 Trigger Event, the Issuer will have full
discretion to determine the amount which shall at least be
the amount required to immediately return the Issuer’s
CET 1 ratio to above the CET 1 Trigger Event but will not
exceed the amount required to bring the CET 1 ratio to
8.5% of RWA; and

Relevant
Amount

(c) where a write-off becomes necessary on account of an
impossibility to convert the TFCs, an amount equal to the
Conversion Amount.

Upon write-off:

(a) the claim of the Investors on liquidation of the Issuer shall
be reduced by the Relevant Amount;

Effect of (b) the amount to be paid to the Investors on exercise of the
Write-Off Call Option by the Issuer shall be reduced by the Relevant
Amount; and

(c) the mark-up payable on the TFCs shall be permanently
reduced.

Upon occurrence of the PONV Trigger Event, CET 1 Trigger event or Lock-In
SBP Discretion Event, the SBP shall have full discretion to determine whether the TFCs shall be
converted into ordinary shares or permanently written off.

The pre-specified trigger for loss absorption through conversion shall be the
Issuer’s Shareholders Equity Tier 1 ratio falling to or below 6.625% of Risk
Weighted Assets (“CET 1 Trigger Event”).

CET 1 Trigger Event

The Issuer shall immediately notify the SBP upon the occurrence of the CET 1
Trigger Event.

The Point of Non-Viability Trigger Event (“PONV Trigger Event”) shall be the

PONV Tri 3 t
rigger tven earlier of:
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Order of claim of
TFCs in the event of
liquidation of the
Issuer

Face Value

Issue Price

Issuer Rating

TFC Rating

Eligible Investors

Minimum
Investment

Listing

Classification on the
Balance Sheet

Trustee to the Issue

Transaction’s Legal
Counsel

(i) a decision made by the SBP that a conversion or permanent write-off is
necessary without which the Issuer would become non-viable; or

(ii)  the decision to make a public sector injection of capital, or equivalent
support, without which the Issuer would have become non-viable, as
determined by SBP.

The SBP will have full discretion in declaring the PONV Trigger Event.

In the event of a liquidation of the Issuer, the claim of the Investors shall be:
(a) superior to the claims of ordinary shareholders;
(b) junior to all other claims (including depositors and general creditors); and

(c) pari passu without preference amongst themselves.

The Face Value of each TFC will be PKR 5,000 /- (Pakistani Rupees Five Thousand
Only).

At par

Long Term Rating : AA+ (double A plus)
Short Term Rating : A1+ (A one plus)

Issuer Rating by The Pakistan Credit Rating Agency Limited (PACRA) and JCR-VIS

AA- (double A minus) — issued by JCR-VIS

The TFCs will be offered to the public including retail and institutional investors.
Non- resident investors may subscribe to the TFCs using their Special
Convertible Rupee Account as provided in Chapter XX of the Foreign Exchange
Manual.

The Issuer nor any of its related parties over which the Issuer exercises control
or significant influence, shall be permitted to purchase the TFCs.

PKR 5,000/~ (Pakistani Rupees Five thousand Only).

The TFCs shall be listed at Pakistan Stock Exchange.

TFCs shall be classified as ‘Liabilities’ in the Balance Sheet.

Pak Brunei Investment Company Limited

HaidermotaBNR & Co.
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Transfer Agent &
Balloter

Market Maker

Underwriters of the
Issue

Bankers to the Issue

Consultant to the
Issue

Transferability

Applicable Laws

Governing Law

Issuer’s Registered
Office

Details of
Compliance Officer

Issue Schedulet!

A

Bank Alfalah

F.D. Registrar Services (SMC-Pvt) Ltd.

Arif Habib Limited

Arif Habib Limited and Ismail Igbal Securities (Private) Limited

The list is provided in summary of the Issue and section 8.7 of this prospectus

Arif Habib Limited

Transfer shall be made in accordance with the Central Depositary Act, 1997 and
CDC Regulations.

Banking Companies Ordinance, 1962; SBP Circular No. 6 of 2013 dated August
15, 2013 and other SBP Prudential Regulations issued from time to time;
Companies Act, 2017, Securities Act, 2015 and rules and regulations issued
thereunder by the Securities and Exchange Commission of Pakistan; and rules
of the Stock Exchanges.

Laws of the Islamic Republic of Pakistan.

B.A Building
I.I Chundrigar Road,

Karachi, Pakistan

Mian Ejaz Ahmad

Group Head — Legal and Company Secretary
Mian.Ejaz@bankalfalah.com

3rd Floor, B.A Building

I.I Chundrigar Road,

Karachi, Pakistan.

Telephone # +92 21 3242 2358

Fax # +92 21 3241 3945

Subscription
Period

March 8, 2018 from March 9, 2018

The date on which the TFCs are Issued as communicated to the

| Dat
ssue bate TFC Holders by the Trustee upon notification by the Issuer

! The Issuer reserves the right to modify the Issue Schedule without giving any reasons or prior

notice.
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2.3  DISCRETION ON PROFIT PAYMENT

In accordance with the terms of the Basel lll Circular issued by SBP, the Bank will have discretion to cancel
(in whole or in part) any scheduled profit payment and such cancellation shall be deemed to be a waiver
by the TFC Holders of their right to receive any scheduled profit payment. Cancellation by the Bank of any
scheduled profit payment will not constitute an event of default. On cancellation of the payment of mark-
up, the Bank’s obligation to pay mark-up on the TFCs shall stand extinguished and the Bank shall have no
obligation to make distributions/payments in kind.

It is however to be noted here that while the regulatory framework may not consider a missed coupon
payment as a default; the credit rating methodology employed by the credit rating agency i.e. JCR-VIS
would treat such missed payments as an event of default.

2.4 CONVERSION MECHANISM

In conformity with Basel Il Circular, the TFCs shall, if directed by the SBP, be permanently converted into
ordinary shares upon: (i) CET 1 Trigger Event; (ii) PONV Trigger Event; or (iii) the Lock-In Event.

In the case of CET 1 Trigger Event, the Issuer will have full discretion to determine the amount of TFCs to
be converted into ordinary shares, which amount shall at least be the amount required to immediately
return the Issuer’s CET 1 ratio to above the CET 1 Trigger Event but will not exceed the amount required
to bring the CET 1 ratio to 8.5% of RWA.

In the case of a PONV Trigger Event or Lock-In Event, the amount of TFCs to be converted will be
determined by the SBP in its sole discretion.

Number of shares to be issued to Investors at the time of conversion will be equal to the ‘Outstanding
Face Value of the TFCs’ divided by Fair value (i.e. market price per Ordinary Share on the date of the CET1
Trigger Event, PONV Trigger Event or Lock-In Event, or, in case market price is not available, the break-up
value of share duly certified by the independent auditor) per share of the Bank’s Shareholders Equity on
the date of trigger of the CET1 Trigger Event, PONV Trigger Event or Lock-In Event as declared by SBP,
subject to a maximum of 191,000,000 ordinary shares to be issued. The maximum number of shares will
not be adjusted on account of any further issue of capital, stock splits, stock dividends or similar corporate
actions.

Investors entitled to 5% or more ordinary shares of the Issuer upon conversion of the TFCs shall require
“fit and proper” clearance from the SBP.

The Bank shall, in accordance with directions of the SBP, procure all approvals to enable conversion of the
TFCs into ordinary shares, including approvals in relation to the increase in authorized capital of the Issuer
(to the extent necessary).

2.5 MINIMUM CAPITAL REQUIREMENT

The SBP through its BSD Circular No.07 of 2009 dated April 15, 2009 requires the minimum paid up capital

(net of losses) for all locally incorporated Banks to be raised to PKR 10 billion in a phased manner from
the financial year December 2013. The paid up capital of the Bank for the year ended December 31, 2016
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stood at PKR 15.952 billion and at PKR 16.075 billion as at September 30, 2017 and is in compliance with
the SBP requirement.

2.6 CAR REQUIREMENT

The capital adequacy ratio of the Bank is subject to the Basel Il capital adequacy guidelines stipulated by
the SBP through its Basel lll Circular. These instructions are effective from December 31, 2013 in a phased
manner with full implementation intended by December 31, 2019. Under Basel Ill guidelines Banks are
required to maintain the following ratios on an ongoing basis:

| 20132014 | 2015 2016 2017 2018 2019 & onwards_

CAR Requirement as of | 10.0% | 10.0% | 10.25%  10.65%  11.275%  11.90% = 12.50%

As of December 31, 2016 BAFL’s CAR was 13.18%, CAR of the Bank as of September 30, 2017 is at 13.40%
which is compliant against the SBP minimum requirement of 11.275% to be met as of December 31, 2017.

2.7 MODE OF PAYMENT

The payment of profit shall be credited in TFC Holders’ bank accounts electronically on semi-annual basis.
The applicants, therefore, must provide their International Bank Account Number (IBAN) in the TFCs
Subscription Form.

2.8 PRE-IPO INVESTORS
The Pre-IPO portion for the TFCs closed at PKR 6.3 billion out of the total issue size of PKR 7 billion and

the disbursement of Pre-IPO portion completed on 5™ January, 2018. The list of investors in the Pre-IPO
portion along with their respective investment amount is provided below:

Bank Alfalah Limited Tier 1 TFC - Pre-IPO List

Serial Investor Name Pre-IPO
# Participation (PKR)
1 Bank of Khyber 700,000,000
2 National Bank of Pakistan 650,000,000
3 Askari Bank Limited 600,000,000
4 Zarai Taragqiati Bank Limited 500,000,000
5 Pak Brunei Investment Company Limited 500,000,000
6 Jubilee Life Insurance Company Limited 500,000,000
7 Habib Metropolitan Bank Limited 400,000,000
8 Pakistan Kuwait Investment Company (Private) Limited 400,000,000
9 Saudi Pak Industrial And Agricultural Investment Company Limited 330,000,000
10 Pak Libya Holding Company Private Limited 300,000,000
11 MCB Bank Limited 290,000,000
12 United Bank Limited 250,000,000
13 Habib Bank Limited 250,000,000
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14 Habib Bank Limited Employees Provident Fund Trust 250,000,000
15 EFU Life Assurance Limited 100,000,000
16 Askari General Insurance Company Limited 75,000,000
17 IGI Life Insurance Company Limited 50,000,000
18 Lahore University of Management Sciences 30,000,000
19 Muller & Phipps Pakistan (Private) Limited Staff Provident Fund 25,000,000
20 Treet Corporation Limited Group Employees Provident Fund 20,000,000
21 Packages Limited Employees Provident Fund 15,000,000
22 Packages Limited Employees Gratuity Fund 10,000,000
23 Bulleh Shah Packaging (Pvt) Limited Employees Provident Fund 10,000,000
24 Bulleh Shah Packaging (Pvt) Limited Management Staff Pension Fund 10,000,000
25 Attock Cement Pakistan Limited Employees Provident Fund 10,000,000
26 Attock Cement Pakistan Limited Management Employees Gratuity Fund 10,000,000
27 Bulleh Shah Packaging (Pvt) Limited Employees Gratuity Fund 5,000,000
28 Tri-Pack Films - Employees Provident Fund 5,000,000
29 Attock Cement Pakistan Limited Management Employees Pension Fund 5,000,000
Total 6,300,000,000
IPO Portion 700,000,000
Total Tier 1 TFC Issue 7,000,000,000

All the Pre-IPO investors have signed the Investment Agreements for the above mentioned participation
amount.

2.9 OPENING AND CLOSING OF SUBSCRIPTION LIST

The subscription list will open at the commencement of the banking hours on March 8, 2018 and close at
the end of banking hours on March 9, 2018.

2.10 PUBLIC SUBSCRIPTION THROUGH E-IPO

E-IPO is submission of application for subscription of securities electronically through internet, Automated
Teller Machines (ATM) and mobile phones. In order to facilitate the public during IPOs, SECP has
introduced the concept of e-IPO. The following two systems are available for e-IPOs:

(i) Centralized e-IPO System (CES):

In order to facilitate investors, the CDC in collaboration with 1Link (G) Limited (1Link) has developed a
Centralized e-IPO System (“CES”) through which applications for subscription of securities offered to the
general public can be made electronically. CES has been made available in this Initial Public Offering (IPO)
and can be accessed through the web link www.cdceipo.com. Payment of subscription money can be
made through 1LINK’s member banks available for CES, list of which is available on above website.

For making application though CES, investors must be registered with CES. Registration with CES is one
time, free of cost and can be done under a self-registration process by filling the CES registration form,
which is available 24/7 all around the year. Investors who have valid Computerized National Identity Card

Page 23 of 146



TFC Prospectus | Bank Alfalah Limited Bank Alfalah

(CNIC), bank account with any of the commercial bank, email address, mobile phone number and CDS
Account (Investor account or sub account) can registered themselves with CES.

Investors who do not have CDS account can visit www.cdcpakistan.com for information regarding opening
CDS account.

For further guidance and queries regarding CES and opening of CDS account, investors may contact CDC
at phone number: 0800 — 23275 (CDCPL) and e-mail: info@cdcpak.com or Mr. Moheel Ali Khan at Phone
021-34326030 and email: moheel_khan@cdcpak.com.

Investors who are registered with CES can submit their applications through the web link
www.cdceipo.com 24 hours a day during the subscription period which will close at midnight on

09/03/2018.

(ii) e-IPO facilities by Bankers to the Issue:

Currently, United Bank Limited (UBL), Summit Bank Limited (SMBL) and Bank Alfalah (BAFL) are providing
e-IPO facilities to their respective accountholders.

UBL account holders can use UBL Net Banking to submit their application via link
http://www.ubldirect.com/corporate/ebank

SMBL account holders can use SMBL Net Banking to submit their application via link
https://ib.summitbank.com.pk and

BAFL account holders can use BAFL Net Banking to submit their application via link:
https://netbanking.bankalfalah.com

2.11 BENEFITS OF E-IPO

E-IPO has the following benefits:

1) It enables the investors to make application for subscription of securities including TFCs through
the internet without going to the bank, and waiting in long queues.

2) Itis efficient and simultaneously facilitative for both the Issuer and the investors.
3) Itis available for use 24 hours during the subscription period.

4) If you are registered with CES or accountholder of a bank providing e-IPO facility, you may get SMS
for new IPOs.

By applying through CES you can also track your application status.

2.12 INVESTORS ELIGIBILITY

a) Pakistani citizens resident in Pakistan

b) Pakistani citizens residing outside Pakistan

c) Persons holding two nationalities including Pakistani nationality
d) Foreign nationals whether living in or outside Pakistan
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e) Companies, bodies corporate or other legal entities incorporated or established in or outside
Pakistan (to the extent permitted by their constitutive documents and existing regulations, as the
case may be)

f) Mutual funds, provident/pension/gratuity funds/trusts (subject to the terms of their trust deeds
and existing regulations; and

g) Branches in Pakistan of companies and bodies corporate incorporated outside Pakistan

2.13 FACILITIES AVALIABLE TO FOREIGN/NON-RESIDENT PAKISTANI INVESTORS

Companies are permitted under paragraph 6 (with specific reference to sub para (B) (I)) of Chapter 20 of
the State Bank of Pakistan’s (“SBP”) Foreign Exchange Manual (the “Manual”) to issue TFCs on repatriation
basis to non-residents who are covered under paragraph 6 (A) of Chapter 20 of the Manual, i.e. (I) A
Pakistan national resident outside Pakistan, (II) A person who holds dual nationality including Pakistan
nationality, whether living in or outside Pakistan, (lll) A foreign national, whether living in or outside
Pakistan and (IV) A firm (including a partnership) or trust or mutual fund registered and functioning
outside Pakistan, excluding entities owned or controlled by a foreign government, provided the issue
price, is paid in foreign exchange through normal banking channel by remittance from abroad or out of
foreign currency account maintained by the subscriber/purchaser in Pakistan.

Non-residents who wish to subscribe TFCs out of the general public portion may contact any of the
bankers to the issue (retail portion) for taking instructions regarding payment of subscription money
against TFCs offered to general public / retail investors. List of bankers to the issue for retail portion is
available on page 1 and para 8.7 of this Prospectus.

The TFCsissued to non-resident investors shall be intimated by the Company to the designated Authorized
Dealer, along with the documents prescribed in the Manual within 30 days of issue.

Non-residents who are covered under paragraph 6 (A) of Chapter 20 of the Manual do not require SBP’s
approval to invest in the TFCs being issued in terms of this Prospectus. Furthermore, under paragraph 7
(vii) of Chapter 20 of the Manual the Authorized Dealer shall allow repatriation of profit, net of applicable
taxes and proceeds on sale of listed TFCs (i.e. divestment proceeds) not exceeding the market value less
brokerage/commission on provision of prescribed documents.

Payments made by non-residents shall be supported by proof of receipt of foreign currency through
normal banking channels. Such proof shall be submitted along with the Application by the non-residents.

2.14 MINIMUM AMOUNT OF APPLICATION AND BASIS OF ALLOTMENT OF TFCS

The basis and conditions of allotment shall be as follows:

a) Face value of the TFC is PKR 5,000/-.

b) The minimum amount of application for subscription of TFCs is PKR. 5,000/-.

c) Applications for TFCs below the aggregate face value of PKR. 5,000/- shall not be
entertained.

d) Applications for TFCs by the general public, including institutions and individuals, must be for a
minimum of the aggregate face value of PKR. 5,000/- and in multiples of PKR 5,000/- thereof.

e) If the TFCs to be issued to the general public are sufficient for the purpose, all applications shall

be accommodated.
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f) If the issue is oversubscribed in terms of amount, then all applications shall be accommodated
initially for TFCs of face value of PKR 5,000/- each and the balance TFCs shall be allotted on pro-
rata basis to all applicants who applied for TFCs in multiple of PKR. 5,000/-.

g) If the issue is over-subscribed in terms of number of applications and the amount, the TFCs shall
be allotted through computer balloting in the presence of representatives of PSX.

h) Allotment of TFCs shall be subject to scrutiny of applications for subscription.

2.15 REFUND OF MONEY TO UNSUCCESSFUL APPLICANTS

BAFL shall take a decision within ten (10) days of the closure of subscription list as to which applications
have been accepted or are successful and refund the money in cases of unaccepted or unsuccessful
applications within ten (10) days of the date of such decision as required under the regulation 5B 4.19
read with regulation 5B4.20 of the PSX Rule Book as amended from time to time.

As per sub-section (2) of Section 68 of the Companies Act, 2017 if a refund is not made within the time
specified, the Directors of the Company shall be jointly and severally liable to repay the money with
surcharge at the rate of 2.00%, for every month or part thereof from the expiration of the 15™ day and,
in addition, shall be liable to a penalty of level 3 on the standard scale.

2.16 MINIMUM SUBSCRIPTION

The minimum amount of subscription on which the Directors will proceed to allot TFCs is the full amount
of the Issue i.e. PKR 5,000 million.

2.17 ISSUE AND CREDIT OF TFCS

BAFL shall issue TFCs to the successful allottees within twenty one (21) days of closure of subscription list
in compliance with the requirements of PSX. TFCs will be issued only in the Book-Entry Form through
credit in their CDS Accounts. The applicants, therefore, must provide their CDS Account Number (Investor
Account Number or Sub-Account Number) in the TFCs Subscription Form.

The TFCs issued shall be subject to the terms & conditions for the issuance of the TFCs specified in the
Trust Deed dated December 26, 2017.

If the Bank defaults on complying with the requirements of the Listing Regulations, it will pay to the PSX
a penalty of PKR. 5,000/- per day during which the default continues. The PSX may also notify the fact of
such default and the name of the Bank by notice and also by publication, in the Daily Quotations.

2.18 REDEMPTION RESERVE
No redemption reserve is being created for redemption of TFCs as the instrument is perpetual in nature.
2.19 DEDUCTION OF ZAKAT

Zakat is deductible in case of the TFC being held by Muslim citizens of Pakistan, except where a statutory
declaration of exemption is filed, and in case of certain non-corporate entities such as Trusts, Funds, etc.
(subject to being qualified for non-deduction of Zakat under the Zakat and Ushr Ordinance, 1980). Zakat
is withheld at 2.5% of the redeemed principal.
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2.20 INCOME TAX

Any income derived from the TFCs shall be subject to income tax as per the Income Tax Ordinance, 2001.
Withholding tax, as specified in Part Ill division IA of the First Schedule of the said ordinance shall be
deemed to be the final discharge of tax liability on the profit arising to a tax payer other than a company
under subsection 3(a) of section 151 of the Income Tax Ordinance, 2001.

2.21 DEDUCTION OF WITHHOLDING TAX

Profit or markup paid to TFC Holders will be subject to withholding tax under section 151 of the Income
Tax Ordinance, 2001 specified in Part Ill Division IA of the First Schedule of the said Ordinance or any time
to time amendments therein. The rate of tax to be deducted shall be:

(a) For filer of Income Tax Returns: 10.00 %
(b) For non-filer of Income Tax Return: 17.5%

Provided that for a non-filer, if the profit or markup paid is rupees five hundred thousand or less, the rate
shall be 10%.
2.22 CAPITAL GAINS

Any capital gain derived from the sale of TFCs shall be subject to capital gain tax as per section 37A of the
Income Tax Ordinance, 2001.

Tax Rate FY 2018

Holding Period of Securities

Twelve months or more Twenty four months or

L h Before 1%
Category  Tax Year tweﬁlses :nj:ths but less than twenty four more but acquired on or Juel or2i)13
months after 15t July, 2013 Ys
Filer FY 18 15.00% 15.00% 15.00% 0%
Non — Filer FY 18 20.00% 20.00% 20.00% 0%

2.23 MARKET MAKING

Arif Habib Limited will act as Market Maker for the TFCs. The Market Maker will at all times hold at least
one percent (1%) of the IPO Portion of TFCs only.

The Market Maker shall mandatorily make available two way quotes on daily basis with a maximum
spread of 2.50% till complete redemption of the TFCs.

The Market Maker shall be bound to purchase or sale a maximum of one percent (1%) of total principal
outstanding of the TFCs during a business day, provided that at any given time the Market Maker shall not
hold more than 2% of the IPO Portion on its books as inventory.

The Market Maker will be obligated to replenish its orders/quotes within 90 seconds following full
execution, withdrawal, expiration or any change in the price of either bid or offer.

The Market Making Orders/Quotes are to be maintained on both sides during Market Making period as
per Market Making agreement which shall be for the tenure of the Debt Security.

Page 27 of 146



TFC Prospectus | Bank Alfalah Limited Bank Alfalah

The Market Maker shall be allowed to Blank Sale in Debt Security subject to sufficient pre-existing
interest at the end of each Blank Sale day to validate that the Market Maker can deliver the quantity
sold blank during the trading day.

Market Marker shall make available copy of the Prospectus to the investors at all times.
2.24 DISCLOSURE OF DEFERRED TAXATION

Deferred tax is recognised using the balance sheet liability method on all temporary differences arising
between the carrying amounts of assets and liabilities for financial reporting purposes and amounts used
for the taxation purposes. The amount of deferred tax provided is based on the expected manner of
realisation or settlement of the carrying amounts of assets and liabilities using the tax rates enacted or
substantively enacted at the reporting date. A deferred tax asset is recognised only to the extent that it is
probable that future taxable profits will be available and the credits can be utilised. Deferred tax asset is
reduced to the extent that it is no longer probable that the related tax benefits will be realised.

Deferred tax liability is not recognised in respect of taxable temporary differences associated with
exchange translation reserves of foreign branches, where the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse in the
foreseeable future. The balance of deferred tax liability as of Sep 30, 2017 was PKR 1,028 million.

2.25 TFCS ISSUED IN PRECEEDING YEARS

Outstanding

Previ A | M i
IS:E::':ZS (P:'(n: umnnt) ;Z':: ;t;;relty Tenor Markup Type Security Rating Amount
(PKR mn)
TFCI 5Yr PIB . Fully
(Listed) 650 Dec-02 Dec-08 6Yrs +1.33% Floating | Unsecured AA- Redeemed
TFCI 6M KIBOR . Fully
(Listed) 1,250 Dec-04 Dec-12 8Yrs +1.50% Floating | Unsecured AA- Redeemed
TFC I 6M KIBOR . Fully
(Listed) 1,314 Nov-05 Nov-13 8yrs +1.50% Floating | Unsecured AA- Redeemed
6M KIBOR . Fully
-(rLlj(riI::/ted) 5,000 Dec-09 Dec-17 8yrs +2.50% / FFII:D(:SH? Unsecured AA- Redeemed
15% Fixed &
TFCV 6M KIBOR .
(Listed) 5,000 Feb-13 Feb-21 8yrs +1.25% Floating | Unsecured AA- 4,993

2.26 INTEREST OF PRE-IPO INVESTORS

The Pre-IPO Investors only have interest in this TFC as TFC holders. Pak Brunei Investment Company
Limited is also acting in the capacity of Trustee to the TFC in addition to being an investor in the Pre-IPO
portion. Furthermore, Askari Bank Limited, MCB Bank Limited and United Bank Limited are Bankers to the
Issue for the TFC and have also participated in the Pre-IPO portion.
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2.27 STATEMENT BY THE ISSUER

The General Manager

Pakistan Stock Exchange Limited
Stock Exchange Building

Stock Exchange Road

Karachi

On behalf of Bank Alfalah Limited ( “BAFL” or the “Bank”), we hereby confirm that all material information
as required under the Securities Act, 2015, the Public Offering Regulations, 2017 and the Listing of
Companies and Securities Regulations of the Pakistan Stock Exchange Limited has been disclosed in the
Prospectus and that whatever is stated in Prospectus and the supporting documents is true and correct
to the best of our knowledge and belief and that nothing has been concealed.

For and on behalf of Bank Alfalah Limited

-Sd- -Sd-
Nauman Ansari Anjum Hai
Chief Executive Officer Chief Financial Officer
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2.28 STATEMENT BY THE CONSULTANT TO THE ISSUE

The General Manager

Pakistan Stock Exchange Limited
Stock Exchange Building

Stock Exchange Road

Karachi

Dear Sir,

Being mandated as the Consultant to the Issue to this Initial Public Offering of BAFL TFC, we hereby
confirm that all material information as required under the Securities Act, 2015, the Listing of Companies
and Securities Regulation of Pakistan Stock Exchange Limited and the Public Offering Regulations, 2017
has been disclosed in this prospectus and that whatever is stated in the prospectus and in the supporting
documentations is true and correct to the best of our knowledge and belief and that nothing has been
concealed.

For and on behalf of Arif Habib Limited,

sd-

Syed Saquib Ali
Vice President — Investment Banking
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PART Il

3  UNDERWRITING, COMMISSIONS, BROKERAGE AND OTHER EXPENSES TO THE ISSUE

3.1 UNDERWRITING

The present Public Issue of TFCs of PKR 700 million has been fully underwritten as follows:

S. no ‘Underwriter No. of TFCs Amount in Rupees
1. Arif Habib Limited 70,000 350,000,000

2. Ismail Igbal Securities (Pvt.) Limited 70,000 350,000,000
Total 140,000 700,000,000

If and to the extent that the TFCs offered to the general public shall not have been subscribed and paid
for in full by the closing date, the underwriters shall within 15 days of being called upon by BAFL to do so,
subscribe or procure subscribers to subscribe and pay in ready available funds in accordance with their
underwriting commitments.

In the opinion of the Directors of the Bank, the resources of the underwriters are sufficient to discharge
their underwriting obligations.

3.2 NO BUY BACK / REPURCHASE AGREEMENT

THE UNDERWRITERS NOR ANY OF THEIR ASSOCIATES HAVE ENTERED INTO ANY BUYBACK OR
REPURCHASE AGREEMENT WITH THE SPONSORS, THE BANK OR ANY OTHER PERSON IN RESPECT OF
THIS PUBLIC ISSUE.

ALSO, NEITHER THE BANK NOR ANY OF ITS ASSOCIATES HAVE ENTERED INTO ANY BUY BACK / RE-
PURCHASE AGREEMENT WITH THE UNDERWRITERS OR THEIR ACCOCIATES.

THE BANK AND ITS ASSOCIATES SHALL NOT BUY BACK / RE-PURCHASE CERTIFICATES FROM THE
UNDERWRITERS AND THEIR ASSOCIATES.

3.3 UNDERWRITING EXPENSES

The underwriters will be paid an underwriting expense of 1.50% on the amount of the public issue
underwritten by them. Further in case of take-up, a take-up commission of 1.50% of the take-up amount
will be paid to the underwriters.

3.4 FEES AND EXPENSES FOR CENTRALISED E-IPO SYSTEM (CES)

The commission on application received through CES will be paid to CDC, which shall not be more than
0.8% of the amount of successful applications. CDC will share the fee with other participants of CES at a
ratio agreed amongst them.

3.5 COMMISSION TO THE BANKERS TO THE ISSUE

A commission at the rate of 0.25% of the amount collected, in respect of successful applications will be
paid to the Bankers to the Issue for services to be rendered by them in connection with the Public Offer.
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No commission shall be paid to the Bankers in respect of the TFCs actually taken up by the underwriters
by virtue of their respective underwriting commitments.

3.6 BROKERAGE COMMISSION

Brokerage shall be paid to the TREC holders of PSX, at the rate of 1.0% of paid-up value of TFCs actually
sold through them. No brokerage shall be payable in respect of TFCs taken up by the Underwriters by
virtue of their underwriting commitment.

3.7 EXPENSES TO THE ISSUE

The initial expenses of the issue paid or payable by the Bank inclusive of commission to the Underwriters,
Bankers to the Issue and members of the PSX, etc., are estimated to be as follows:

Details of the expenses of the Issue are as under:

Expenses to the Issue Rate An;g;;;
Commission to the Bankers to the Issue Including Out of Pocket 0.25% 2,300,000
Expenses*

E-IPO Services * 0.80% 5,600,000
Underwriting Commission - General Public 1.50% 10,500,000
Take-up Commission? 1.50% 10,500,000
Commission to the TREC Holders of PSX 1.00% 7,000,000
Consultant to the Issue Fee! 0.54% 38,000,000
Participation Fee! 0.50% 31,500,000
Trustee Fee p.a 2,000,000
Rating Fee 1,600,000
Legal Counsel 4,000,000
CDC Annual Fee for Eligible Security p.a 550,000
CDC Fresh Issue Fee 0.08% 5,600,000
PSX Initial Listing Fee 500,000
PSX Annual Listing Fee 50,000
SECP Processing Fee 100,000
SECP Supervisory Fee 55,000
Auditors for preparation of various certificates 800,000
Printing, Publication of Prospectus / Application Forms 6,000,000
Balloter & Share Registrar Fee etc 114,000
Market Making 1,300,000
Miscellaneous Costs 1,000,000
Total 129,069,000

Note: Stamp duty fee (if any) will be calculated based on the advice of Transaction Legal Counsel
* CDC E-IPO fee is 0.8% of the general portion. Currently only 3 banks are offering E-IPO in addition to
CDC. The Actual cost is dependent on the subscriptions received through E-IPO.

1 The fees is based on maximum fee applicable for the Issue Size.
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PART IV
4  HISTORY AND PROSPECTS

4.1 BACKGROUND

The Bank is a banking company incorporated in Pakistan on June 21%, 1992 as a public limited company
under the Companies Act, 2017 (earlier the Companies Ordinance, 1984.) It commenced its banking
operations on November 1%, 1992. The Bank’s registered office is located at B. A. Building, I. I. Chundrigar
Road, Karachi and is listed on the PSX (formerly Karachi, Lahore and Islamabad Stock Exchanges). The Bank
is engaged in banking services as described in the Banking Companies Ordinance, 1962 and is operating
through 472 conventional banking branches including 20 sub branches (2016: 475 branches including 18
sub branches), 10 overseas branches (2016: 10 branches), 151 Islamic banking branches (2016: 153
branches) and 2 offshore wholesale banking units (2016: 1 unit).

4.2 BUSINESS SEGMENTS, PRODUCTS AND SERVICES

The Bank provides financial solutions to consumers, corporations, institutions and governments through
a broad spectrum of products and services, including Corporate and Investment Banking, Consumer
Banking, Commercial, SME, Agri-finance, Islamic and Asset Financing.

4.3 SUBSIDIARIES AND ASSOCIATES

Company Name Subsidiary/Associate Percentage of holding
Alfalah Securities (Pvt.) Limited Subsidiary 97.91%
Alfalah GHP Investment Management Limited Subsidiary 40.22%
Alfalah Insurance Limited Associate 30.00%
Sapphire Wind Power Company Limited Associate 30.00%
TriconBoston Consulting Corporation (Pvt.) Limited Associate 9.25%

4.4 ORGANIZATIONAL STRUCTURE

Board of Directors Shariah Board

Board HR & Board Strategy Board Board Risk
Nominations & Finance Compensation Management
Committee Committee Committee Committee

Board Audit
Committee

Auditand Inspection Chief Executive Officer Islamic Banking

Corporate, Investment
Banking and Risk Management
International Business

Human Resources and
Learning

Special Assets
Management

Consumer & Retail

Compliance Banking

Strategy

Treasury, Capital
Markets and Financial
Institutions

Operations and
Corporate Services

Legal Affairs Information Technology
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4.5 SHAREHOLDING STRUCTURE

The Bank is majority owned and operated by the Abu Dhabi Group. The International Finance Corporation
(IFC), an investment arm of the World Bank, partnered with the Bank in 2014, and holds 14.81% stake in
Bank Alfalah.

Pattern of Shareholders as on September 30, 2017

Name of Shareholders Shares Held Percentage

A. Abu Dhabi Group — ADG (including sponsors and directors)

H.H Nahayan Mabarak Al Nahayan 172,354,032 10.72%
H.H Hamdan Bin Mubarak Al Nahayan 135,357,930 8.42%
H.E Suroor Bin Mohammad Al Nahayan 115,033,801 7.16%
H.E Saeed Bin Mohammad Al Nahayan 58,575,627 3.64%
M/S Electro Mechanical Company LLC 87,933,581 5.47%
H.E Dr. Mana Saeed Al Otaiba 36,694,424 2.28%
Mr. Abdulla Khalil Al Mutawa 11,331 0.00%
Dhabi One Investment Service LLC 38,566,171 2.40%
Wincom (Pvt) Ltd 18,984,068 1.18%
H.H Sheikha Fakhira Saeed S Alnehayan 4,356,359 0.27%
Mr. Khalid Mana Saeed Al Otaiba 67,457 0.00%
Mr. Abdulla Nasir Hawaileel Al Mansoori 79,203,414 4.93%
H.E Shaikh Mohammad Bin Butti Al Hamid 53,966,250 3.36%
H.E Shaikh Saif Mohammad Bin Butti Al Hamid 13,500,000 0.84%
814,604,445 50.67%
. International Finance Corporation (IFC) 238,086,450 14.81%
. Other Directors

Mr. Efstratios Georgios Arapoglou 500 0.00%
Mr. Khalid Qurashi 500 0.00%
Mr. Kamran Yousuf Mirza 29,151 0.00%
Mr. Nauman Ansari 500 0.00%
30,651 0.00%

. Associated Companies
Alfalah Insurance Company Limited 350,000 0.02%
Totalof Ato D 1,053,071,546 65.51%
. Mutual Funds 65,129,355 4.05%
. NBFCs, FIS, DFls, PSEs and other Companies 295,943,714 18.41%
. All Other Shareholders 193,427,359 12.03%
Grand Total 1,607,571,974 100.00%
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4.6 ISSUER RATING

At the start of the year, JCR-VIS Credit Rating Company Limited assigned the Bank an entity rating of ‘AA+’
(Double A Plus) for the long term and ‘A1+" (A-One Plus) for the short term, with outlook assigned as
‘Stable’, which was reaffirmed by them during their interim review in August 2017.

At June 2017, PACRA has also upgraded the Bank’s rating to ‘AA+’ (Double A Plus) for the long-term and
‘Al+’ (A-One Plus) for the short-term, with outlook assigned as ‘Stable’. The rating was reaffirmed in the
report issued by PACRA on December 29, 2017, while the credit rating of the Bank’s outstanding
unsecured subordinated Tier Il TFCs has been upgraded to AA (Double A).

The assigned improved ratings reflect the Bank’s diversified operations, healthy financial risk profile,
strong sponsors and existing market presence. These ratings denote a very low expectation of credit risk,
a strong capacity for timely payment of financial commitments in the long term and the highest capacity
for timely repayment in the short term, respectively.

4.7 INSTRUMENT RATING

The Issue has been assigned a rating of AA- (Double A Minus) by JCR-VIS.

4.8 AWARDS AND ACHIEVEMENTS

The following awards and achievements highlight the outstanding banking and financial services by Bank
Alfalah:

= Best Bank 2017 awarded by Institute of Bankers of Pakistan P
= Best Customer Franchise 2017 and 2016 awarded by Institute of Bankers of Pakistan %
= Best Islamic Banking Window 2013, 2014 and 2015 by Global Islamic Finance

Awards
=  Shariah Authenticity Award 2015 by Global Islamic Finance Awards
= Best Research and Development 2015 by Global Islamic Finance Awards
= Best Islamic Banking Window 2015 awarded by CFA Society of Pakistan N ]
= Best Investor Relations 2013, 2014 and 2016 by CFA Society of Pakistan .-;=§\”<'/, CFA Society
= Corporate Finance House of the Year — Equity and Advisory 2015 by CFA A Pakistan
Society of Pakistan
=  Best Credit and Debit Card 2016 by Consumer Choice Awards @
= Best Corporate Credit Card 2016 by Consumer Choice Awards

=  Best Credit Cards Offerings 2016 by International Finance Magazine I LM

= Best Corporate Credit Card 2016 by Pakistan Society of Training and Development

* Most Popular Bank for Conventional Auto Finance 2015 by People Choice Awards E;E&P.LEE

=  Most Popular Auto Financing Bank by Auto Finance Awards A
= Best Bank for Auto Finance by Auto Finance Awards

AUTOFINANCE
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4.9 INDUSTRY ANALYSIS & PEER COMPARISON

The are 30 commercial banks, 4 specialized banks, 8 DFIs and 10 microfinance banks operating in Pakistan.
The commercial banks consist of 5 public sector banks “National Bank of Pakistan, The Bank of Khyber,
The Bank of Punjab, Sindh Bank Limited and First Women Bank Limited”, 21 private sector banks (including
6 Islamic banks) and 4 foreign banks?.

1. Commercial Banks: Provide services such as maintaining deposits, disbursing payments, collecting
funds, maintaining accounts and extending loans. They can also provide secondary services such
as financial advisory, foreign exchange and asset management.

2. Foreign Banks: The principal activities of foreign banks are generally the same as private
commercial banks, except that some foreign banks may be licensed to provide custodian services
to foreign investment funds.

3. Islamic Banks: Islamic banks provide Shariah compliant banking services. Most of the private
sector commercial banks in Pakistan have established Islamic banking divisions.

49.1 SECTOR FINANCIALS
The below summary of banking sector covers data related to Public sector banks, Local Private banks,

Foreign banks and Specialized banks taken from banking Compendium of June 2017 released by State
Bank of Pakistan.

(Amountin PKR Billion) CYi2 CY13 cyia CY15 CY16 June 17
Total Assets 9,720 10,487 12,106 14,143 15,831 17,500
Investments (Net) 4,013 4,313 5,310 6,881 7,509 8,449
Advances (Net) 3,805 4,110 4,447 4,816 . 5,449 6,119
Deposits 7,291 8,311 9,230 10,389 11,798 12,573
CAR 15.6% 14.9% 17.1% 17.3% 16.2% 15.6%
Gross NPL Ratio 14.6% 13.3% 12.3% 11.4% . 10.1% 9.3%
Coverage Ratio 71.5% 77.1% 79.8% 84.9% 85.0% 83.7%
ROA (Before Tax) 2.0% 1.6% 2.2% 2.5% . 2.1% 1.8%
ROE (Before Tax) 21.2% 17.9% 24.3% 25.8% 23.9% 21.9%
ADR 52.2% 49.5% 48.2% 46.4% 46.6% 48.7%

Source: State Bank of Pakistan

1Banking Compendium by State Bank of Pakistan June 2017
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4.9.2 PEER ANALYSIS

H.duelmc!as Deposits Total Eq_]uit]r' Bram:hcs“ MPL Ratio
748 1,886 196 1,764 9.2
Ewer BB 1,657 180 1,469 185
Cel 538 1,246 184 1,341 8.1
A.. e B B | s
%] i TOE 148 1,238 i1
ZH 330 805 102 1,148 a8
‘ﬁ" 32 b4 35 a71 21
= 281 SH4 43 518 2.1
+ 235 473 33 501 108
bl G 205 340 35 355 13.1
_m_ 143 430 a0 307 12.4
Cramere 58 [ 114 366 &1 101 16.4
Sowrge. Financial Slalemenls, Tean analysi * Shara cepfial Rasanes Ur-aporepnated prafits, Sunalus on revalaation of assets

4,10 INDUSTRY & BANK’S FUTURE OUTLOOK

The overall macroeconomic environment remains conducive to growth. With positive outlooks for
industrial and agricultural sectors, the annual target of 6% for GDP growth in FY18 appears achievable.
Challenges however, continue to remain, with pressure on the external front and expansionary fiscal
policy measures being undertaken.

The pace of expansion in the economy continued to accelerate in FY17. The real GDP growth in FY17 was
5.30% the highest during the last ten years. It was led by a rebound in agriculture and a broad-based
increase in value addition by services sector. Within industry, major support came from improvement in
manufacturing and construction activity. From the demand side, the major contribution came from a
surge in domestic consumption followed by a moderate increase in investment.

Favorable macroeconomic policies continued to support expansion in the economy. The impetus to
economic activity particularly came from an accommodative monetary policy and the consequent
increase in private sector credit, a steady increase in development spending and continuing work on
infrastructure and energy projects under CPEC.

The real economic activity also benefitted from tax incentives provided by the government during the last
two years to support exporting industries, agriculture and private investment.

The current account deficit for the first two months of FY18 widened to USS$ 2.6 Bn, mainly due to higher
imports of productive goods, especially machinery, metal and raw material. This has outpaced the
combined positive influence of growth in exports, foreign direct investments (USS 456 million) and
workers’ remittances during Jul-Aug FY18. Incentives given to the export industry, favorable global
economic conditions, and improvement in domestic energy and security situation are likely to lead to a
gain in exports, while adequate growth in workers’ remittances is likely to remain a challenge.
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With interest rates at a historic low, demand for credit has continued to pick up. Healthy growth in banking
sector deposits has improved the supply of funds available for lending, and market rates have generally
remained stable, leading to low cost of borrowing.

Average CPI Inflation of 3.2% in July-August FY18, indicated a downward trend as against 3.8% during the
same period last year. Based on the current assessment of demand and supply side dynamics, average CPI
inflation is expected to remain well below FY18 target of 6%.

4,11 SIX YEARS FINANCIAL SUMMARY
Total Assets

The asset base of the bank witnessed progressive growth, with a CAGR of 14.4% during the five year period
2011-2016. The total assets of the bank were reported at Rs. 917.5 Bn at December 31, 2016 as compared
to Rs. 468.3 Bn at December 31, 2011. Significant contributors to this growth were investments and
advances with a CAGR of 17.43% and 13.13% respectively.

Deposits

Bank Alfalah’s deposit base has grown at a CAGR of 9.8% during the five year period 2011-2016. The Bank's
domestic branch network has grown steadily to over 639 branches in over 200 cities and more than 650
ATMs covering 150 cities across the country. In December 2016, our CASA ratio was 83% up from 75% in
December 2011, which shows the improving deposit mix. The bank has a diversified portfolio and network,
which includes Islamic, Conventional and International customers and this enables us to achieve the right
deposit mix.

Advances

Bank Alfalah has an ADR ratio of 62% in December 2016 compared to 53% in December 2011. Advances
have grown at a CAGR of 13.1% from 2011 to 2016. The Bank also benefits from a well-diversified offering
of Conventional and Islamic products across segments including SME, Commercial, Consumer and
Corporate.

A prudent risk management framework has enabled the Bank to continuously review the quality of its
assets. The Bank’s NPL coverage has improved from 65% in December 2011 to 86% in December 2016,
whereas the NPL ratio has come down from 8.94% in December 2011 to 4.8% in December 2016. This
clearly indicates our focus and the efforts that have been made to reduce NPLs.

Income Statement

Bank Alfalah has managed to increase its Profit after tax at a CAGR of 17.7% from PKR 3.5 Bn in 2011 to
PKR 7.9 Bn in 2016. Net interest income is up from PKR 18.6 Bn in 2011 to PKR 28.8 Bn in 2016, despite
interest rate falling to historically low levels from 14% in 2011 to 5.75% in 2016. Interest earned has
increased at a CAGR of 5.2% to reach PKR 57.2 Bn in 2016 up from PKR 44.3 Bn in 2011. This has been
achieved through prudently managing the asset portfolio. Growth in interest expense has been restricted
to a CAGR of 2.1% during the five year period 2011-2016. This has been achieved through shedding of
opportunistic expensive deposits whilst focusing on core CASA deposits. Non fund income continues to
supplement interest income and is up from PKR 5.4 Bn in 2011 to PKR 8.9 Bn in 2016 representing a CAGR
of 10.5%. OPEX is up from PKR 14.2 Bn in 2011 to PKR 23.4 Bn in 2016 as the bank invested in the
distribution network, systems and technologies for the future. The branch network increased from 406
branches in 2011 to 639 in 2016. Provisions were down from PKR 4.3 Bn to PKR 1.2 Bn despite gross
advances increasing from PKR 213.6 Bn in 2011 to PKR 395.9 Bn in 2016.
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Bank Alfalah
4.11.1 FINANCIALS — UNCONSOLIDATED
Profit & Loss Account Sep 2017 2016 2015 2014 2013 2012 2011
Mark-up / return / interest earned Rs. Mn 42,082 57,245 61,438 55,378 43,961 46,080 44,298
Mark-up / return / interest expensed Rs. Mn 20,397 28,474 32,811 33,505 27,066 27,500 25,687
Non Fund based income Rs. Mn 7,966 8,868 8,862 8,876 8,279 7,281 5,368
Total Income Rs. Mn 50,048 66,113 70,299 64,254 52,240 53,361 49,666
Operating Expenses Rs. Mn 18,050 23,432 22,598 20,702 17,313 15,519 14,215
Operating Profit before tax and provision Rs. Mn 11,601 14,206 14,891 10,048 7,861 10,342 9,764
Provisions / wirte-offs Rs. Mn (536) 1,183 2,287 1,534 1,054 3,559 4,330
Profit before taxation Rs. Mn 12,137 13,023 12,604 8,514 6,807 6,783 5,434
Profit after taxation Rs. Mn 7,175 7,900 7,523 5,641 4,676 4,556 3,503
Statement of Financi iti Sep 2017
Authorised capital Rs. Mn 23,000 23,000 23,000 23,000 23,000 23,000 23,000
Paid up Capital Rs. Mn 16,076 15,952 15,898 15,872 13,492 13,492 13,492
Reserves Rs. Mn 17,410 15,896 14,164 12,338 7,274 5,636 4,100
Unappropriated Profit Rs. Mn 23,102 17,337 12,363 9,614 7,500 6,374 5,025
Shareholders' equity Rs. Mn 56,587 49,185 42,425 37,824 28,266 25,502 22,617
Surplus on revaluation of assets - net of tax Rs. Mn 7,925 10,940 10,928 6,995 3,636 4,558 2,937
Net Assets Rs. Mn 64,512 60,125 53,353 44,819 31,902 30,060 25,554
Total Assets Rs.Mn| 969,808 917,457 902,607 743,128 611,427 536,569 468,294
Earning Assets Rs.Mn| 865,305 818,135 809,511 664,925 523,420 465,870 402,033
Gross Advances Rs.Mn| 414,204 395,863 350,351 311,507 276,039 252,173 213,640
Advances - net of Provision Rs.Mn 397,852 378,720 334,159 297,256 262,992 237,760 200,712
Non Performing Loans Rs. Mn 17,357 19,019 18,455 19,412 17,947 22,182 19,097
Investments at cost Rs.Mn| 397,534 381,458 419,329 324,336 225,035 193,473 170,850
Investments - Net Rs.Mn| 400,527 389,093 423,100 324,319 219,690 189,487 166,532
Total Liabilities Rs.Mn| 905,296 857,332 849,254 698,309 579,526 506,509 442,740
Deposits & Other Accounts Rs.Mn| 661,223 640,944 640,189 605,963 525,526 457,044 401,233
Borrowings Rs.Mn| 207,840 178,311 172,393 55,233 23,115 21,228 18,169
Profitability Ratios: Sep 2017
Profit before tax ratio % 28.84% 22.75% 20.52% 15.37% 15.48% 14.72% 12.27%)
Gross Yield on Average Earning Assets % 6.75% 7.03% 8.33% 9.32% 8.89% 10.62% 11.69%)
Gross Spread % 51.53% 50.26% 46.60% 39.50% 38.43% 40.32% 42.01%
Non Interest Income to Total Income % 15.92% 13.41% 12.61% 13.81% 15.85% 13.65% 10.81%
Return on Average Equity (ROE) % 18.06% 17.35% 19.14% 18.86% 18.04% 19.46% 16.37%|
Return on Average Assets (ROA) % 1.02% 0.89% 0.95% 0.85% 0.83% 0.92% 0.81%
Cost to income ratio % 60.87% 62.26% 60.28% 67.32% 68.77% 60.01% 59.28%|
Investment Ratios: Sep 2017 2016 2015 2014 2013 2012 2011
Earnings per share Rs. 4.47 4.96 4.73 4.09 3.41 3.38 2.60
Diluted EPS Rs. 4.45 493 473 4.09 341 3.38 2.60
Breakup value per share (excl. surplus on rev.) Rs. 35.20 30.83 26.69 23.83 20.95 18.90 16.76
Net assets per share Rs. 40.13 37.69 33.56 28.24 23.65 22.28 18.94
Market Ratios: Sep 2017 2016 2015 2014 2013 2012 2011
Cash Dividend - - 10 20 20 20 18
Dividend Yield ratio ( based on cash dividend) % - - 3.47% 5.73% 7.40% 11.89% 15.56%)
Dividend Payout ratio % - - 21.14% 48.90% 58.65% 59.17% 67.31%
Price to book value ratio Times 1.06 1.01 0.86 1.24 114 0.76 0.60
Price to earning ratio Times 7.12 7.65 6.09 8.53 7.93 498 433
Dividend cover ratio Times - - 4.73 2.05 171 1.69 1.49
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Share Information Sep 2017 2016 2015 2014 2013 2012 2011
Market value per share - Dec 31 (Closing Rate) Rs. 42.42 37.96 28.82 34.88 27.04 16.82 11.25
High - during the year Rs. 47.50 38.00 35.05 35.10 28.39 19.12 12.31
Low - during the year Rs. 35.40 23.90 23.82 2491 14.75 11.14 8.75
Market Capitalisation Rs. Mn 68,193 60,554 45,818 55,363 36,481 22,693 15,178
No. of Shares outstanding 1,608 1,595 1,590 1,587 1,349 1,349 1,349
Assets Quality and Liquidity Ratios: Sep 2017 2016 2015 2014 2013 2012 2011
Gross Advances to deposits ratio % 62.64% 61.76% 54.73% 51.41% 52.53% 55.17% 53.25%
Net Advances to Deposits ratio % 60.17% 59.09% 52.20% 49.06% 50.04% 52.02% 50.02%
Net Investements to Deposits ratio % 60.57% 60.71% 66.09% 53.52% 41.80% 41.46% 41.50%)
Weighted Average Cost of Deposits % 2.42% 2.91% 3.76% 4.91% 4.64% 5.43% 5.85%|
NPLs to Gross Advances ratio % 4.19% 4.80% 5.27% 6.23% 6.50% 8.80% 8.94%|
Coverage ratio (specific provision / NPLs) % 89.81% 86.06% 83.73% 70.07% 69.32% 62.54% 64.57%
Earnings assets to total assets ratio % 89.22% 89.17% 89.69% 89.48% 85.61% 86.82% 85.85%
Deposits to Shareholders equity Times 11.68 13.03 15.09 16.02 18.59 17.92 17.74
Assets to Equity Times 17.14 18.65 21.28 19.65 21.63 21.04 20.71
Risk Adequacy Sep 2017 2016 2015 2014 2013 2012 2011
Tier 1 Capital Rs. Mn 50,627 42,550 36,850 33,399 25,251 23,813 21,640
Total Eligible Capital Rs. Mn 61,796 56,902 50,957 44,490 36,085 35,499 29,117
Risk Weighted Assets (RWA) Rs.Mn| 460,660 431,628 384,122 348,833 299,297 281,662 250,933
Tier 1 to RWA % 10.99% 9.86% 9.59% 9.57% 8.44% 8.45% 8.62%
RWA to Total Assets % 47.50% 47.05% 42.56% 46.94% 48.95% 52.49% 53.58%
Capital Adequacy ratio % 13.41% 13.18% 13.27% 12.75% 12.06% 12.60% 11.60%)
Cash Flow Summary Sep 2017 2016 2015 2014 2013 2012 2011
Cash and cash equivalents at the beginning Rs. Mn 88,751 93,596 65,880 97,880 85,556 69,927 62,151
Cash flow from operating activities Rs. Mn 21,712 (29,355) 103,243 51,772 44,162 46,195 54,273
Cash flow from investing activities Rs. Mn (14,734) 27,665 (72,611) (87,293) (30,172) (31,306) (45,660)
Cash flow from financing activities Rs. Mn (1,473) (3,166) (3,127) 3,925 (2,368) 115 (418)
Exchange difference on translation of the
. . . Rs. Mn (40) 11 211 (404) 702 625 (419)
net investment in foreign branches
Increase in cash and cash equivalents Rs. Mn 5,465 (4,845) 27,716 (32,000) 12,324 15,629 7,776
Cash and cash equivalents at the end of the Rs. Mn 94,216 88,751 93,596 65,880 97,880 85,556 69,927
Trade Sep 2017 2016 2015 2014 2013 2012 2011
Imports - Volume Rs.Mn 376,662 415,187 400,879 374,901 370,556 322,633 286,550
Exports - Volume Rs.Mn = 144,441 199,230 211,785 202,369 212,871 192,132 191,820
Others Sep 2017 2016 2015 2014 2013 2012 2011
No. of Branches 634 639 653 648 574 471 406
No. of Permanent Employees 7,744 7,615 7,565 7,509 6,853 6,666 6,931
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4.11.2 FINANCIAL — CONSOLIDATED

Mark-up / return / interest earned 42,080 57,245 61,404
Mark-up / return / interest expensed 20,402 28,475 32,811
Non Fund based income 8,455 9,480 9,123
Total Income 50,535 66,725 70,527
Operating Expenses 18,255 23,713 22,773
Operating Profit before tax and provision 11,878 14,537 14,944
Provisions / wirte-offs (536) 1,183 2,287
Profit before taxation 12,414 13,354 12,657
Profit after taxation (excl. minority interest) 7,293 7,890 7,503
Profit after taxation 7,367 7,939 7,514
Statement of Financial Position (Rs. Mn) Sep-2017 2016 2015
Authorised capital 23,000 23,000 23,000
Paid up Capital 16,076 15,952 15,898
Reserves 17,410 15,896 14,164
Unappropriated Profit 23,660 17,778 12,813
Shareholders' equity 57,145 49,625 42,876
Surplus on revaluation of assets - net of tax 7,956 10,976 10,943
Net Assets (excl. minority interest) 65,102 60,601 53,819
Total Assets 971,435 919,443 903,416
Earning Assets 866,219 814,339 809,799
Gross Advances 414,208 395,869 350,353
Advances - net of Provision 397,855 378,724 334,160
Non Performing Loans 17,358 19,020 18,456
Investments at cost 397,626 381,165 418,910
Investments - Net 401,440 389,667 423,519
Total Liabilities 905,936 858,518 849,323
Deposits & Other Accounts 661,168 640,854 640,137
Borrowings 207,840 178,711 172,393
Profitability Ratios (%) Sep-2017 2016 2015
Profit before tax ratio 29.50% 23.33% 20.61%
Gross Yield on Average Earning Assets 6.75% 7.05% 8.33%
Gross Spreads 51.52% 50.26% 46.57%
Non Interest Income to Total Income 16.73% 14.21% 12.94%
Return on Average Equity (ROE) 18.17% 17.15% 18.60%
Return on Average Assets (ROA) 1.05% 0.89% 0.93%
Cost to Income Ratio 60.58% 62.00% 60.38%
Investment Ratios (Rs.) Sep-2017 2016 2015
Earnings per share 4.54 4.95 4.72
Diluted EPS 4.52 4.92 4.72
Breakup value per share (excl. surplus on rev.) 35.55 31.11 26.97
Net assets per share (excl. minority interest) 40.50 37.99 33.85
Market Ratios (%) Sep-2017 2016 2015
Dividend Yield ratio ( based on cash dividend) - - 3.47%
Dividend Payout ratio - - 21.14%
Price to book value ratio (excl. minority interest) 1.05 1.00 0.85
Price to earning ratio 9.34 7.67 6.11
Dividend cover ratio 0.00" 0.00 4.72
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Share Information (Rs.) Sep-2017
Market value per share 42.42 37.96 28.82
High - during the year 47.50 38.00 35.05
Low - during the year 35.40 23.90 23.82
Market Capitalisation (Mn) 68,193 60,554 45,818
No. of Shares outstanding 1,608 1,595 1,590
Assets Quality and Liquidity Ratios (%) Sep-2017 2016 2015
Gross Advances to deposits ratio 62.65% 61.77% 54.73%
Net Advances to Deposits ratio 60.17% 59.10% 52.20%
Net Investements to Deposits ratio 60.72% 60.80% 66.16%
Weighted Average Cost of Deposits 2.42% 2.91% 3.76%
NPLs to Gross Advances ratio 4.19% 4.80% 5.27%
Coverage ratio (specific provision / NPLs) 89.81% 86.06% 83.73%
Earnings assets to total assets ratio 89.17% 88.57% 89.64%
Deposits to Shareholders Equity 11.57 12.91 14.93
Assets to Shareholders Equity 17.00 18.53 21.07
Risk Adequacy (Rs. Mn) Sep-2017 2016 2015
Tier 1 Capital 51,383 43,168 37,445
Total Eligible Capital 62,520 57,600 51,576
Risk Weighted Assets (RWA) 462,630 433,975 384,907
(%)
Tier 1 to RWA 11.11% 9.95% 9.73%
RWA to Total Assets 47.62% 47.20% 42.61%
Capital Adequacy ratio 13.51% 13.27% 13.40%
Cash Flow Summary (Rs. Mn) Sep-2017 2016 2015
Cash and cash equivalents at the beginning of the year 88,877 93,627 65,883
Cash flow from operating activities 21,754 (29,397) 103,024
Cash flow from investing activities (14,719) 27,802 (72,364)
Cash flow from financing activities (1,473) (3,166) (3,127)
Exchange difference of investmentin foreign branches (40) 11 211
Increasein cash and cash equivalents 5,522 (4,750) 27,743
Cash and cash equivalents at the end of the year 94,398 88,877 93,627
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4.12 RISK FACTORS
4.12.1 GENERAL RISKS

Market Risk

Market risk exposes the Bank to the risk of financial losses resulting from movements in market prices. It
is the risk associated with changes in the interest rates, foreign exchange rates, equity prices and
commodity prices. To manage and control market risk, a well-defined risk management structure, under
Board approved Market & Liquidity Risk Management Policy, is in place. The policy outlines methods to
measure and control market risk which are carried out at a portfolio level. Moreover, it also includes
controls which are applied, where necessary, to individual risk types, to particular books and to specific
exposures. These controls include limits on exposure to individual market risk variables as well as limits
on concentrations of tenors and issuers. This structure is reviewed, adjusted and approved periodically.

Market risk department actively involves in identifying, measuring, and setting risk control limit to
optimize the risk and return of the bank and Treasury Middle Office has the responsibility to monitor and
report the compliance status of risk limits to senior management on regular basis. The Bank’s Asset and
Liability Committee (ALCO) and Investment Committee (IC) are primarily responsible for the oversight of
the market risk, supported by Market Risk Management Unit of Risk Management Division (RMD). The
Bank uses the Standardized Approach to calculate capital charge for market risk as per the current
regulatory framework under Basel Il / lll. Currently, the Bank calculates ‘Value at Risk (VaR)’ on a regular
basis. Moreover, the Bank also carries out stress testing on regular intervals by applying shocks on fixed
income, equity and foreign exchange positions.

Foreign Exchange Risk

Foreign exchange (FX) risk arises from the fluctuation in the value of financial instruments due to the
changes in foreign exchange rates. The Bank manages this risk by setting and monitoring dealer and
currency-wise limits. FX risk is mainly managed through matched positions. Unmatched positions are
covered substantially through derivative instruments such as forwards and swaps. VAR analysis are
conducted on regular basis to measure and monitor the FX risk. The currency risk is regulated and
monitored against the regulatory/statutory limits enforced by the SBP. The foreign exchange exposure
limits in respective currencies are managed against the prescribed limits.

Equity Investment Risk

Equity investment risk arises due to the risk of changes in the prices of individual stocks held by the bank.
The Bank’s equity investments are classified as Available for Sale (AFS) and Held for Trading (HFT)
investments. The objective of investments classified as HFT portfolio is to take advantage of short term
capital gains, while the AFS portfolio is maintained with a medium term view of capital gains and dividend
income. The Bank’s Investment Committee is primarily responsible for the oversight of the equity
investment risk. Market Risk Management Unit of RMD monitors and reports portfolio and scrip level
internal and external limits.

Interest Rate Risk

Interest Rate Risk is the adverse impact on the bank’s shareholder’s equity due to changes in the interest
rates. It may be further elaborated as changes in the present value of the asset, liabilities and
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commitments due to changes in the term structure of the interest rates. The Bank is exposed to interest
rate risk primarily as a result of mismatches in the amounts of assets and liabilities and off-balance sheet
instruments within a certain range of maturity due to re-pricing (whichever is earlier).

The Bank has formulated a separate Interest Rate Risk Management (IRRM) framework which establishes
aggregate and tenor-wise balance sheet level PV01 (Price Value of 1bps) limits to manage interest rate
risk within the Board approved risk appetite. Treasury and Fl Group is primarily responsible for
management of interest rate risk on a daily basis, and the Asset and Liability Committee (ALCO) oversees
the interest rate risk at Bank level. Market Risk Management Unit of Risk Management Division
independently monitors, analyses and reports various limits including management action point limits and
repricing of the assets and liabilities on a regular basis.

Country risk

Country risk, refers to the possibility that economic and political conditions in a foreign country could
adversely impact the Bank’s exposure in that country. For the Bank, country risk arises as a result of the
Bank’s foreign currency lending, trade and treasury business with counterparties domiciled in other
countries as well as investments and capital transactions. In order to monitor and mitigate the risk, Bank
has in place a comprehensive country risk management framework. Under this framework, the transfer
risk is measured using financial market and economic factors. Political risk is measured using a variety of
indicia indicative of relative certainty of payment of foreign obligations. Based on this framework, risk
limits are assigned to countries within the Board approved limits. The limits and their utilization are
monitored and controlled at head office level and country risk exposures are reported to Central Credit
Committee at a defined frequency.

Environmental & Social Risk Management Unit

Initiative to integrate sustainable finance approach in credit evaluation and approval process. Being a
responsible corporate citizen wherever BAFL operates, the Bank has integrated sustainable finance
approach in its lending activities. In this regard, an Environmental & Social Management System (ESMS),
duly approved by the Board of Directors, has been put in place in close coordination with IFC. The ESMS
Framework essentially requires that any relevant lending opportunity is to be reviewed and evaluated
against:

e |FC Exclusion List
e Applicable national laws on environment, health, safety and social issues
e |FC Performance Standards.

This Framework is an integral part of the credit approval process and all relevant credit proposals require
clearance of E&S Officer prior to approval of the competent authority. The Environmental & Social Risk
Management Unit, part of RMD and headed by a senior risk officer with environmental and social risk
management qualifications, is responsible for identifying, vetting and approving projects from an ESRM
perspective. This role also entails coordination with provincial Environmental Protection Agencies (EPA)
to remove ambiguities related to the EPA approval requirements and to educate the clients.

BAFL is also in assisting SBP to promote ESRM practices across the banking industry and is in the process
of complying with the Green Banking Guidelines issued by the SBP. The Bank firmly believes that the
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integration of financial, social and environmental considerations into its decision making would enable
higher & sustainable gains for all stakeholders.

Regulatory Risk

The term ‘Regulatory Risk’ is dealt by adaptation of changes in the regulatory environment & to develop
an effective program including the controls based on applicable laws, rules, regulation issued by
regulators and legislators. Accordingly the regulatory risk refers to the potential material impact (i.e.
financial as well as reputational loss) which bank may face in case of non-compliance.

IT Security Risk

The Bank has in place an IT Security Risk Management Policy and an IT Management Policy, duly approved
by the Board of Directors, which derive from the regulatory mandates and the I1SO 27001:2013
international standard framework. A dedicated IT Security Risk Management unit, functioning within RMD
manages IT and information security risks to bank’s technology assets by developing IT security baselines
for IT solutions that support products and services, monitoring of threats and vulnerabilities, investigation
of reported information security incidents, reinforcement of IT security risk awareness to employees via
periodic communications, following up on due dates with stakeholders responsible for remediation of
open issues, and reporting the status of IT security risk to the management and Board Risk Management
Committee/Board.

4.12.2 RISKS SPECIFIC TO THE ISSUE
Credit Risk

Credit risk is the identification of probability that counterparty will cause a financial loss to the Bank due
to its inability or unwillingness to meet its contractual obligation timely. Credit risk arises mainly from
both direct lending activities as well as contingent liabilities. Credit risk management processes
encompass identification, assessment, measurement, monitoring and control of Bank’s exposure vis-a-vis
risk. Credit risk management philosophy is based on Bank’s overall business strategy / direction as set by
the Board.

The Bank is committed to the appropriate level of due diligence to ensure that credit risks have been
properly identified and analyzed, fully disclosed to the approving authorities and appropriately rated, also
ensuring that the credit commitment is appropriately structured, priced (in line with market practices)
and documented.

The Bank has built and maintained a sound loan portfolio in terms of well-defined credit policy
parameters. Its credit evaluation system comprises of well-designed credit appraisal, sanctioning and
review procedures for emphasizing prudence in lending activities and ensuring the high quality of asset
portfolio. To have an effective and efficient risk assessment, and to closely align its functions with
Business, Credit Division has separate units for corporate banking, Islamic banking, Commercial & SME
banking, agricultural financing, and overseas operations.

The Bank manages & monitors its portfolio of loan assets with a view to limit concentrations in terms of
risk quality, industry, maturity and large exposure. Risk weighted assets / capital consumed over the
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quarter is also regularly monitored against the Board approved benchmarks. Internal rating based
portfolio analysis is also conducted on regular basis.

Bank also conducts regulatory stress testing of the credit portfolio on quarterly basis as per the guidelines
issued by SBP. Besides, scope of stress testing has been expanded to include optional scenarios as well.
This portfolio level oversight is maintained by Risk Management Division.

Moreover, to assess the adequacy of Capital against Pillar 1 & Pillar 2 risks (including all Business Risks),
Bank also prepares a comprehensive ICAAP (Internal Capital Adequacy Assessment Process) document on
Annual basis and submits the same to the Board. ICAAP document encompasses assessment of
effectiveness of risk management, internal and external control environment and measures for strategic
planning taken by Bank.

A sophisticated internal credit rating system is in place, which is capable of quantifying counter-party &
transaction risk in accordance with the best practices. The risk rating system takes into consideration
gualitative and quantitative factors of the counter-party, transaction structure & security and generates
internal ratings at Obligor and Facility levels. The facility rating system, developed in line with SBP’s
guidelines, also provides estimated LGD (Loss Given Default). This has been implemented in Corporate
Banking, Islamic Banking and Retail & Middle Market segments. Furthermore, this system has an
integrated loan origination module, which is currently being used in Corporate Banking, Islamic Banking
and Retail & Middle Market segments.

The system is regularly reviewed for improvements as per SBP’s guidelines for Internal Credit Rating and
Risk Management. Furthermore, Bank has also automated Internal Rating validation process based on
statistical tests for Corporate, Commercial, ME, SE & Agri rating models. It covers both discrimination &
calibration statistical tests as per best international practices. The system is backed by secured database
with backup support. The system has been enhanced to generate the risk weighted assets required for
supporting the credit facilities at the time of credit origination and computation of Risk Weighted Assets
for the quarterly credit risk related Basel submissions.

A centralized Credit Administration Division (CAD) under Operations Group is working towards ensuring
that terms of approval of credit sanctions and regulatory stipulations are complied, all documentation
including security documentation is regular & fully enforceable and all disbursements of approved
facilities are made only after necessary authorization by CAD. Credit Monitoring, under CAD, keeps a
watch on the quality of the credit portfolio in terms of borrowers’ behavior, identifies weakening accounts
relationships and reports it to the appropriate authority with a view to arrest deterioration.

To handle the specialized requirements of managing delinquent and problem accounts, the Bank has a
separate client facing unit to negotiate repayment/ settlement of the Bank’s non-performing exposure
and protect the interests of the bank’s depositors and stakeholders. Unlike other banking groups, where
the priority is the maximization of Bank’s revenue, the priority of the Special Asset Management Group
(SAMG) is recovery of funds and/or to structure an arrangement (such as rescheduling, restructuring,
settlement or a combination of these) by which the interests of the Bank are protected. Where no other
recourse is possible, SAMG may proceed with legal recourse to maximize the recovery of the Bank’s assets.
The Risk Management Division also monitors the NPL & Watchlist portfolio of the Bank and reports the
same to Central Credit Committee (CCC) and Board Risk Management Committee (BRMC).
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Credit Concentration Risk

Credit concentration risk arises mainly due to concentration of exposures under various categories viz.
industry, geography, and single/group borrower exposures. Within credit portfolio, as a prudential
measure aimed at better risk management and avoidance of concentration of risks, the SBP has prescribed
regulatory limits on banks’ maximum exposure to single borrower and group borrowers. Moreover, to
restrict the industry concentration risk, Bank’s annual credit plan spells out the maximum allowable
exposure that it can take on specific industries. Additionally, the Internal Rating System allows the Bank
to monitor risk rating concentration of borrowers against different grades / scores ranging from 1 - 12 (1
being the best and 12 being loss category).

Liquidity Risk

Liquidity is a financial institution’s capacity to meet its obligations as they fall due without incurring losses.
Liquidity risk is the risk to an institution’s earnings, capital & reputation arising from its inability (real or
perceived) to meet its contractual obligations in a timely manner without incurring unacceptable losses
when they come due. The Bank has in place detailed Board approved liquidity risk management
guidelines. These guidelines comprehensively define, the risks they cover & their sources; specific roles &
responsibilities; risk measurement methodology & tools and the risk control structure in place at the Bank.
The Bank’s Asset and Liability Committee (ALCO) is primarily responsible for the formulation of the overall
strategy and oversight of the asset liability function including liquidity management.

Liquidity Risk Management Unit of Risk Management Division is responsible for independent monitoring
of the overall liquidity risk in line with regulatory requirements and Board approved Risk Framework. It
also monitors & reports the maintenance of liquidity buffer in form of excess Government securities over
regulatory requirement, liquidity ratios and depositors’ concentration both in terms of the overall funding
mix and avoidance of undue reliance on large volume deposits. As core retail deposits form a considerable
part of the Bank’s overall funding mix, significant importance is being given to the stability and growth of
these deposits.

Maturity gaps and sources of funding are also reviewed in order to ensure diversification in terms of tenor,
currency and geography. Moreover, Bank also prepares a comprehensive ‘Contingency Funding Plans’
(CFPs) of all operations to address liquidity issues in times of stress / crisis situations containing early
warning indicators to pre-empt unforeseen liquidity crisis along with roles and responsibilities of
management to tackle occurrence of any unforeseen liquidity crisis. In addition to this, the Bank has
designed different scenarios of cash outflows to stress test adequacy of its liquid assets.

Operational Risk

Basel Il defines Operational risk as, “the risk of loss resulting from inadequate or failed internal processes,
people and systems or from external events.” In compliance with the Risk Management Guidelines, issued
by SBP, an Operational Risk Management (ORM) Unit is established within RMD.

The Operational risk management policy of the Bank is duly approved by the Board and Operational Risk
Management Manual covers the processes, structure and functions of Operational risk management and
provides guidelines to identify, assess, monitor, control and report operational risk in a consistent and
transparent manner across the Bank.
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Bank was given approval for adoption of Alternative Standardized Approach (ASA) under Basel Il for
determining capital charge on Operational Risk in December 2013 and Bank started calculating its capital
charge for operational risk on ASA in its financials from December 31, 2013. The SBP Approval stipulated
a capital floor i.e. operational risk charge under ASA should not fall below as a certain percentage of
operational risk capital charge calculated under Basic Indicator Approach for initial 3 years. These floors
are 90% for 2013 and 2014, 80% for 2015 and 70% for 2016. The Bank is one of the first few banks in
Pakistan to achieve this milestone. As per SBP requirements, Bank's operational risk assessment systems
have also been reviewed by the external auditors.

The operational risk management framework of the Bank is governed by the Operational Risk
Management Policy and Procedures, while the implementation is supported by an operational risk
management system and designated operational risk coordinators within different business / support
units across the Bank. The framework and practices address all the significant areas of ORM within the
Bank including Risk Control Self-Assessment(RCSA), Key Risk Indicators (KRIs), Operational Loss Data
Management, and Operational Risk Reporting. The ORM Unit engages with Bank’s business / support units
and regularly collaborates in determining and reviewing the risks, and suggests controls on need basis.
The Bank has a Process Improvement Committee (PIC) which evaluates and considers the
recommendations of all the reviewers including Operational Risk Unit (ORU) on all the policies and
procedures of the Bank. ORU also reviews functional specification documents (FSDs) and reviews / test
the functionalities and systems prepared on premise of the FSD from Operational Risk perspective. The
Operational Loss Database and KRIs systems introduced in 2010 have been further enhanced and the
reports are submitted to Central Management Committee and Board Risk Management Committee. From
October 2017 loss data base reports shall also be shared with the regulator on its prescribed format.

Lock-in Clause

The TFCs shall be subject to a lock-in clause which would mean that profit on investment in the TFCs
may not be paid, if the payment of such profits result in the Bank falling below its minimum MCR or
CAR as mandated by the SBP. In case of issuer’s inability to exercise the lock-in clause, the TFC will be
subjected to mandatory conversion into ordinary shares and/or mandatory write-off at the sole
discretion of SBP in accordance with the Loss Absorbency Clause discussed below. The Lock-In Clause is
in addition, and without prejudice to the Bank’s right to cancel profit payment as discussed under the
‘Discretion on Profit Payment Clause’.

Loss Absorbency Clause

As per Basel lll Circular, the following loss absorbency conditions apply to all Additional Tier 1 instruments
issued by banks including the TFCs being issued by the Bank:

Upon the occurrence of the CET-1 Trigger Event, PONV Trigger Event or Lock-in Event as defined in
Section 2.2 above, the SBP may, in its sole discretion, require the Issuer to permanently convert the
TFCs into ordinary shares of the Bank and / or have them immediately written off (either partially or in
full).

In case of occurrence of a CET-1 Trigger Event, the Issuer will have full discretion to determine the amount
to be converted into ordinary shares and / or to be written off, which amount shall at least be the amount
required to immediately return the Issuer’s CET 1 ratio to above the CET-1 Trigger Event but will not
exceed the amount required to bring the CET 1 ratio to 8.5% of RWA.
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In the case of a PONV Trigger Event or Lock-in Event, the amount to be converted into ordinary shares
and / or to be written off will be determined by the SBP.

Subject to the direction of the SBP, the TFCs will be converted into ordinary shares by the Issuer on
occurrence of CET 1 Trigger Event, PONV Trigger Event or Lock-in Event in accordance with the Basel llI
Circular in the following manner:

Number of Ordinary shares to be issued to Investors at the time of conversion will be equal to the
‘Outstanding Face Value of the TFCs’ divided by Fair value (i.e. market price per Ordinary Share on the
date of declaration of CET 1 Trigger Event, PONV Trigger Event or lock-in clause, or in case market price is
not available, the break-up value of share duly certified by the independent auditor) per share of the
Bank’s Shareholders Equity on the date of CET 1 trigger event, PONV trigger event or lock-in clause as
declared by SBP, subject to a maximum of 191,000,000 ordinary shares to be issued. The maximum
number of shares to be issued will not be subject to any adjustment on account of any issue of further
capital, stock splits, stock dividends or similar corporate actions.

In the event of conversion into ordinary shares, any shareholder who directly or indirectly become holders
of more than 5% or more of paid up capital of the Bank as a result of such conversion shall be required to
procure all consents under applicable laws including, without limitation, consent of the SBP and
satisfaction of the fit and proper criteria of SBP.

Discretion on Profit Payment Clause

In accordance with the terms of the Basel lll Circular issued by SBP, the Bank will have discretion to cancel
(in whole or in part) any scheduled profit payment and such cancellation shall be deemed to constitute a
waiver by the TFC Holders of their right to receive such schedule profit payment. Cancellation by the Issuer
of any schedule profit payment will not constitute an event of default. On cancellation of the payment of
mark-up, the Bank’s obligation to pay mark-up on the TFCs shall stand extinguished and the Bank shall
have no obligation to make distributions/payments in kind.

It is however to be noted here that while the regulatory framework may not consider a missed coupon
payment as a default; the credit rating methodology employed by the credit rating agency i.e. JCR-VIS
would treat such missed payments as an event of default.
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PARTYV
5 FINANCIAL INFORMATION & CREDIT RATING REPORT

5.1  AUDITORS CERTIFICATE UNDER SECTION 2 OF THE FIRST SCHEDULE TO THE PUBLIC OFFERING
REGULATIONS, 2017 FOR THE PURPOSE OF INCLUSION IN THE PROSPECTUS FOR PROPOSED
ISSUE OF ADDITIONAL TIER 1 TERM FINANCE CERTIFICATES BY THE BANK

KPMG Taseer Hadl & Co. Telaphone ¢ 82 [21) 3588 5047
Charterac Acoouritants Fax t B2 |21) 2548 sikas
Shaldh Soltan Trust Buikdieg No, 2 Ivamsl  waw kpmg.cam.pk

Basumonl Road
Karacds. 75830 Pukistan

The Board of Directors Ourref KA-ZS-731
Bank Alfalah Limited
B.A Building

LI Chundrigar Road
Karachi

Contact  Syed Iftikhar Anjum

29 December 2017

Dear Sirs,

Auditors’ certificate under Section 2 of the First Schedule to the Public Offering
Regulations, 2017 for the purpose of inclusion in the prospectus for proposed issue of
Additional Tier 1 Term Finance Certificates by Bank Alfalah Limited

We have been requested to provide a report summarizing the profits and losses and assets and
liabilities of Bank Alfalah Limited on consvlidated basis, profits and losses of each subsidiary
and the details of dividend paid by the Bank far each of the five years preceding the issue of
prospectus.

Scope of Certificate

The engagement is to summarize the information required in section 2 of First Schedule to the
Public Offering Regulations, 2017 as outlined above and ascertain its accuracy.

Management Responsibility

It is the management responsibility to summarise the required information. The required
information is summarised in the attached annexure.

Auditor’s Respousibility

Qur responsibility is to verify the aceuracy of the information summarised as required by
section 2 of First Schedule to the Public Offering Regulations, 2017 abaut profits and losses and
asscts and liabilities of the Bank Alfalah Limited and profits and losses of each of its
subsidiaries, and dividend distributed for each of the five years preceding the issuance of
prospectus accurately from its audited financinl statements in accordance with the *Guidelines
for Issue of Certificates for Special Purposes hy Practicing Chartered Accountants Firms’ issued
by the Institute of Chartered Accountants of Pakistan. Our verification was limited to the
procedures as mentioned below:

= Agree the information about profits and losses and assets and liabilitics of the Bank with
consolidated financial statements of the Bank for the year ended 31 December 2016 and
2015 as required by section 2 of first schedule ta the Public Offering Regulations, 2017.
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LA Bank Alfalak Linited
KPMG Tasoer Had! & Co Auditors” certificate under Seciion 2 of the First

Schedule to the Public Offering Reguiations, 2017 for the

purpase of inclusion in the prospecius for praposed (ssue

of Additional Teer | Term Finance Cervificates by Bank

Alfalaic Limited

29 December 2047

= Agree the information about profits and losses and assets and liabilitics of the Bank for the
years ended 31 December 2016. 2015, 2014, 2013 and 2012 with the unconsolidated
financial statements of the Bank.

Agree the information about profits and losses of each of the subsidiary concerns far the
year ended 31 December 2016, 2015, 2014, 2013 and 2012 with the financial statements of
the respective subsidiary.

- Agree the details of dividend paid during the year cnded 31 December 2016, 2015, 20 14,
2013 and 2012 with the audited financial statements of the Bank.

Certificate

Based on the procedures mentioned above, we confirm that the information summarised in the
attached Annexure about profits and losses and assets and liabilities of the Bank, profits and
losses of the subsidiarics and details of dividend disclosed are in ugreement with financial
statements of the Bank and its subsidiaries.

Restriction on use and distribution

This certificate is issued in relation to the requirements of section 2 of First Schedule to the
Public Offering Regulations, 2017 for the purpose of inclusion in the prospectus for proposed
issue of Additional Tier 1 Term Finance Certificates and is not to be uscd or distributed for any
other purpose. This certificate is restricted to the facts stated hercin and the attached annexure.

Yours faithfully,

YPNG o Wounk

o
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A

Bank Alfalah

Consolidated Statement of Financial Position

Annexure

The consolidated statements of financial position of the Group as at 31 December 2016 and 2013 are

as follows:

ASSETS

Cash und balanos with teasury banks
Balances with other banks

Lendings te financial institutions
Tnvestmeats - nel

Advinoes; - ngt

Operating lixed sgsers

Detfemed tax wssels

Other assets

LIABILITIES

Bills pavable

Borrawings

Depusits and other sccounts
Sub-ardinatad ks

Lishilities nmalnst assets subjoct W linurcs lense

Deterred tax linbilities
Other liablitis

NET ASSETS
REPRESENTED BY
Share capital

Heuserves
Ursppeapriated profit

Toenl equity sttributable to thie ewity helders of the Bank

Neossanerelling interest
Surplus an revaluaticn of sssats - et ol Lax

The Bank was granted exemption from preparation of consolidated finan

31 December
2016

31 December
2015

4071394 62,368,927
9,498,787 | 16,583,138
30,14502y | 27,626,350
309,666,922 423,513,968
ATE, 724500 334,160,478
18,216,937 17,217.491
_19,115&] 21,340,308
219,442,840 3,418,757
12,886,590 9,733,929 |
178,710,629 172,193,198
640,851.225 040,137,161
8,317,670 9,983,000
2.911,53) 1,826,270
’.4,836._92_.'«_' | 15249463
H38,517,970 849,323,021
__ GDOMETY 34092736
15,952,076 15,898 062
13,895,652 14,161,120
17,777,737 12,813,488
49,625 445 42875670
322 466 204,134
3.03% 10,942,432
60,924 871 $4.092.736

cial slutements for the vears

ended 31 December 2014, 2013 and 2012 by the Securitivs and Exchange Commission of Pakistan

(SECP).

i en
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1.2 Consolidated Profit and 1.oss Account

The profit and loss accounts of the Group for the years ended 31 December 2016 and 2015 are
as follows:

2016 2015
{Rupees in '000)
Mark=up ! return ! inssrest 2armed 57,145,239 61

Mark-ug / return ¢ interest expensid 28474582 32
Nee mark-up ! interest incomes

ision agaivst non-pecforming lonng ad advances - nat

2050209
sion for dimiouton in the value of investments - nat

136491

Bad debes writlen of! dircetly R |
2,250 904
Net mark-up / interest income after provisions 26306809

Non mark-up | interest Income

Fee. commission and brokemgs incame
Dividand income

Inzame from dealing in forsign correncies
Gain oo sale of securities - net

Unrealised pain on revaluation of investments

classified as leld for eading - net 229,053
Share of profit irom associates 9,017
Ocher incoie | 730,833

Total son masdcup / inlerest income

37,067,252
Non mark-up ¢ interest expenses
Administrative expenses
(Reversal) / provision agairar off-balamos shest ebligations
(Reversal) / provision agairar other asets
Other charges
[otal noa mark-up { dilenest expenses

Txrrn cedisary / wnusunl itsms
Profit before taxation

Taxarion
= Currene 4,729,131 5,036,065
- Deferrad 1,123,431 (461.033)

- Prive years

Profit after taxation

Profit attributnbie to:
Eguity helders of the Bank

7,502,660
Neaceatrolling iiterest

a6

7,514.329

Basic carnings per share 495 472

Diluted earnings pec shure 4.92 4.7
aine >
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1.3

A

Bank Alfalah

Unconsolidated Statements of Financial Position

The unconsolidated statements of fnancial position of the Bank as at 31 December 2016, 2015,
2014, 2013 and 2012 are as follows;

Cazh and halances
with tsury banks
Ralonces with ether
banks
Lendings te financial
instituticas
Investments - net
Advanos - net
Cperating fixed as-ets
Dreforred tax assets
Orher agsets

LIABILITIES

Nillz payable
Borrawings
Depusits and other
socounts
Sub-ardiratad loans
Linbililis against
ussees subject o
finance lease
Deferred ux lishilies
Qter liabilities

NET ASSETS

REFRESENTED RY

Share capiral
Reservs
Urappropnated prokit

Surplus o6 revaduation
of asets - net of tax

pine

2016 2015 2014 203 2012
e — | e L L)
74,071,354 62,368,750 S0515.643 61208697 ’ 58,044,054
9,373,122 12,331,713 34764008 } 26,720,993 |
|

30,149,000 21626350 | | 18313485 2,522,022 476,870 |

3RG002,637 | | 423,009,734 | | 32401944 219,690,369 189,456,762 |

318,72 34,158,735 | | 209255730 265,779,850 233,993,358
18,133,267 17,241,868 15,750,100 14835200 | 3,747,520

3 - . 1,204,000 '

21,559,723 | 24,652,168

16427478

02,607,521 743,128,291

611427.624

80,125,762

12,586,990 |
178,311,035

$.733,929

192,393,148

758,155

9,511,480

23,115,102

¥ A3L910
21,227,834

640,944,254 640,188 525,77 457,044,100
3,317,670 9,983 Lo L0 5,874,742
2,650.428 1,824,054 = z
14221914 | 13,121,430 11,350,338 12,930,764

857312281 849 251346 579,525,880 06,508,630

311,901,744

30059319
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1.4

Unconsolidated Profit and Ioss Account

A

Bank Alfalah

The unconsolidated profit and loss accounts of the Bank for the years ended 31 December 2016,
2015, 2014, 2013 and 2012 are s follows:

Mark-up { relumn / interest saened
Mark-up / return ¢ interest expensad
Net mark-up ¢ interest income

Provisien against noa-padonining lonns
s advances - nat

Provisiun for dimdtion in the value of
investments - net

Bad debts writen of( directly

Net mark-up ! interest income after
provislons

Non mark-up / interest income
EFee, commission and brokerage income
Lrvidend mcome
Lucome from dealuny; in foceign
Lurrencies
Guin on sale of securilies - net
Unrealised pala on revaluation of
invesrments
classified 25 held (o trnuding - pel
Other income
lotal nen mark-ap / liderest incama

Non mark-up / intercst cxpenses

Administrative exp

{Reversal) / provis
balance sheel obligations

[Reversal] ! provision agninst ather
assety

Ocher charpes

Total pon mardc-up ¢ inferest expenass

Exton ordinary £ unwseal lens
Profit hefore taxation

Taxatian
- Current
Deferred
Prior years

Profit after taxation

Rusic carmings per share
Diluted carnings per share

"4 T

2016 s 2014 2013 2012
(Rupoes in "104) we-
57.244 600 §5.378477 43,961,060 46,075 918
28,474 468 33,505,003 27066229 27,500,056
18,770,222 20.873474 16,804 831 18,575 K62
1LUB2.504 2,150,209 1447831 054 463 ! 848,535
100,768 136,691 85,897 94,797 1,708,832
5 - e (B 5 4,258 1164 |
1,183,272 2,286,500 1,531,833 1,051,648
27,586,950 26,340,250 20,339.441 15,841,183
4,384,495 | 4385319 2,800,361 536
492,348 252,567 140,001
1,375,087 1,309,703
1,606,751 | 326000

514,401 ‘

| 219 160,048 84635
§12.755 | 747,747 736528 | | 1.862,498
S868.013 _ 8861555 S 8ISHIT 8,278,694 _

36,453 965 15,201,805 29215458 T4 19,477
23423218 | [ 21.956,115 20,100,597 | 17,288,773 15,204,036
(7,506) 1,066 18,433 2,100 (22,003}
(102,205) 110,765 156,484 (162,521} 130,304
118,399 320,789 | 206,362 154,408 206,933
23431804 WT0L852 17,312,686 15,519,468
13022159 12,604 070 8,513,500 6,807 211 &.783.20

13023158

12604070~ 8,513,366

8,807,211

4,680 515 5008992 [T a2z [ 24003300 114190
{: (283,216) (159,060) (754,323)

4 12 341y (110,005} | (180000} l
5,123.231 2,872,715 2131261 2277081
—TE9090R 500851 4675050 4,556,121

(Rupces)

1.95 4.73 1.9 341 338
493 4.73 £ 341 338
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1.5 Consolidated financial statements of the group for the year ended 31 December 2016 aad 31
December 2005 were audiled by KPMG Taseer Hadi & Co., Chartered Accountants and
unmaodified opinions dated 23 February 2017 and 29 February 2016 were issued thereon,

L6 The unconsolidared finaacial scatements of the Bank Alfalah Limited for the vears ended 31
December 2016 te 31 December 2013 were audited by KPMG Taseer Hadi & Co. » Charlered
Accountants and vnimodi ficd opinions dated 23 February 2017, 29 February 2016, 26 February
2015 and 2 March 2014 were issued thereon. U'he financial stalements for the veur ended 31
December 2012 were audited by ALF. Ferguson & Co., Charrered Accountants and unmodified
opinion dated 6 March 2013 was issued thereon,

2 Financial Statements of subsidiary coneerns
2.1 Alfalah Sccurities (Private) Limited - Profit and Loss Account

The profit and loss secounts of subsidiary— Alfalah Securitics (Private) Limited for the yeurs
ended 31 December 2016, 2015, 2014, 2013 and 2012 are as follows

16 2018 204 2013 12
B — (Rupees io ") —eeomeeomoooo—

INCOWE
Brokerage revenue 1,328 4391 [,584 a4 23,062
Other ineome 11,095 e 5,038 1,272 9,350 L5887
Tolal income 9243 12,031 2,856 14,776 18,949
EXPENSES
Adanisistrarive and ¢llae expenses {124,005) (36,155 | araan | [ (8416 (47.002)
(Charge) ! reversal against peovision for |
douheful debiz - 12479) {3,739) plral 2,11y
Ipeirment against meenborship card - | - {1.512) (4,500 I

(124,093 (38,565) (18.705) (22,694) 149,121)
Finance cost (4,215; 12,37) {3219) (3.80066) (2,162)
Luss before taxation (35,880) (29,313 (n9sd) (12
Tarxaliun (532) (263 ) {588) _ (A
Profit{ (loss) after taxation (36,812) (29.576) (18, mﬂ, aLsT) - 139y
Loss per share - badie and diluted (0.12) (031) (%4} (0143 (0, 14)

The subsidiary, Alfalah Securities (Priv: dte) Limited's financial statemenrs for the year ended 31
Decemnber 2016, 2015, 2014, 2013 and 2012 were audited by KPMG Taseer Hadi & Co.,
Chartered Accountants und their reports for the year ended 31 December 2014, 2013 aud 2012
included emphasis of malter paragraphs as reproduced below:

sl ad
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For the financial year ended 31 December 2014;

*  Without qualilying our epinion, we draw artention (o to the financial statements which
describes that the Company has incurred a net Ioss of Rs, 18.106 million (2013: Rs. 11,572
million) for the year ended 31 December 2014 and, as of that date, its accumulated losses
exceeded the sharcholders” equity by Rs. 37.953 million (2013; Rs. 17.679 million). These
vonditions along with other matters as set forth in indivate the existence ol material
uncertainty that may cast significant doubt on the Company's ability to continue as a going
concern.

For the finuncial vear ended 31 December 2013:
We draw atrention to the following:

* Note 1.1 1o the accompanying financizl staternents indicates that the Company incurred a
net loss of Rs, 11572 million (2012: Rs. 13.439 million) during the yvear ended 31
December 2013 and, as of that date, its accumnulated losses exceeded the shareholders®
equity hy Rs, 5.212 million, These conditions along with other mallers as set forth in note
1.1 indicate the existence of material uncertainty that may cast significant deubt abaut the
Company’s ability to continue as a going concern.

® Note 11 and 12 to the accompanying financial statements relating to accounting for effects
of corporatization and demutualization of Karachi Stock Exchange (Now Pakistan Stock
Exchange Limited- PSX). Buc to uzaveilebility of fuir market value of both the Trading
Rights Ealillement certificate and shares of KSE reccived in exchange for KSE membership
card, these assels are stated at the currying value of KSE membership card.

Tor the financial year ended 31 December 2012:
We draw attenlion to the following:

s Note 1.1 to the financial starements, explains that the Company incurred 2 net loss of Rs.
13.44 million (2011: Rs, 53.59 million) during the year ended 31 December 2012 and, as of
that date, the Company’s current liabilitics excesded its current assets by Rs.18.43 million
(2011: Rs. 3261 million). These conditions elong with other marrers as set forth in note 1.1
indicate the existence of material uncertainly that may cast significant doubl about the
Company’s ability to continue as a going concern.

* Note 13 and 14 to the accompanying financial statcments relating to accounting for effects
of corporatization and demmtualization of Karachi Stock Exchange- KSE (Now Pakistan
Stock Exchange Limiled- PSX). Due o unavailabilily of fair market value of hoth the
Trading Rights Entitlement cestificate and shares of KSE received in exchange for KSE
membership card, these assels are recorded at the camrying value of KSF membership card.

e Nore 16.1 to the financial statements which describes that the Company has initiated the
process (o recover the amount of advance given te Dubai Gold and Commodities Exchange
by selling the membership in fulure.

o s

6
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2.2 Alfalah GHP Investment Management Limited - Profit and Loss Accounts

The profit and loss accounts of subsidiary coupuny — Altalal GIIP Investment Management
Limited (or the years ended 31 December 2016, 2015, 2014, 2013 and 2012 are us follows:

2016 2015 24014 013 2
e e (RUpees 00} e e
Revenue
Rermuneration from funds undec management 292,994 220,902 138,425 aThG 47,087
{Laz3)/ gain on sale of investaenls 1L, 15410 5518 6A52 112
Sales land from epen end funds under
management RS 10,271 491 032
Faz lom imvestment adyvizory services 14,040 12,686 1283 -
Income from l'eem Finance Certificancs - - 249 -
Dividené incame 12,336 2,966 - -
Ureealized appraciacion on re-messurement
of investments classified a2 fair value
Urreayh profit or loss 9,846 20816 29,940
Profit ca saving accounts _Ll42 1,081 327
ZVE2TY 165,040 79,128
Operating expenses
Administrative and operating expanses (266,518) (203,529) (147,722, {50,303} (71,067}
Operating Profit 127.755 74749 47,324 2319 sl61
Onher income 1,137 1.254 6,944 2,098 179
Financial charges HEY) . | (151 (1) (15)
75.988 54,253 6,107 R215
Workers' Welfare Fund = ~ ~
Profit before taxation 128,877 75,588 34257 6,107 R.225
Tuxation {38.693) (61,21%) (16.240) 11.930 5,080
Profit for the period o184 14,669 80l 18,037 13.91 l.
Farmings per share - basic and diluted 2.78 .45 o 117 0.53 .73

Ll wme
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wAd

A

Bank Alfalah

The financial stetements of Alfalah GHP Tavestment Management Limited for the year ended
31 December 2016 and 31 December 201 § were audited by KPMG Taseer Hadi & Ca 5
Chartered Accountants. The financial statements for the year ended 31 December 2014 were
audiited by Anjum Asim Shalid Rahman (Chartered Accountants) while financial statements for
the year ended 31 December 2013 and 31 December 2012 were audited by A_F. Ferjuson &
Co., Chartered Accountants. Unmodified opinions dated 14 Febreary 2017, 25 February 2016, 2
February 2015, 2 April 2014 and 6 March 2013 were issued thereon,

Details of Dividend

Details of dividend paid by the Bank during the preceding five years ended 31 Dacember 2016,
20015, 2014, 2013 and 2012 arc as follows:

Dec-16 Dec-15 Dec-14 Dee-13 Dec-12
Fatal amount - 1,589 806 3,714,485 2,698,313 2698313
_Amount per share Nil  Rs1/share Rs2/share Rs2/chare Rs.2/ share
: ﬁ\{b m,‘,LL\* /
. [ X\ S PSSl e
President & CEO | Chiel Bhancial Officer

"
B
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5.2  AUDITOR CERTIFICATE FOR BREAK-UP VALUE OF SHARES

Rl

The Board of Dircctors Ourrefl KA.ZS.720
Bank Alfalsh Linsted
B.A Building

I L Chundeigar Road
Karachi

Cootact  Swyed 1Mikhar Anjum

29 December 2017

Dear Sirs,
Anditors’ certificate for break-up value of shares

We have been requestod to provide certificate on hreak-up value of shares of Bunk Alfulsh
Linsted hased on andited consolidmed fisancial statements of the Bank for the year ended 31
December 2016 for the purpose of making o application to Pakistas Stock Exchange Limited
(PSX) for listing of Additional Tier | Term Fimance Cestificales,

Scope of Certificate

The cagagement 55 1o provide certification oo break-p value calculstion of sharcs of the Bank
as required under ‘Public Offering Regulations, 2017",

Mansgement Responsibility

It 15 management respansibility 1o perform caloufation of bresk-up valee of shares of the Bank.
The regquired break-ap value per share as caleulated froem the audited consolidated financial
statemnenss of the Bank is smmarised in the attached annexure

Auditer's Responsihility

Owr responsibility is 1o verify the calculation of break-up value of shares of the Bank us per
Technical Release 22 (TR-22) issued by the Institute of Chantered Accountants of Pakistan
(ICAP) in nccordance with (e “Guidelines for lssue of Certificates for Special Purpases by
Practicing Chartered Accountants Fims' sssued by ICAP, Our verification was limsted (o the
procedurss a8 mentionsd below:

- Agree the amount of equity 25 st 31 December 2016 with the audsted comsolsdaied fisancinl
stasements of the Bank

Agree the number of shares ontstanding #t 31 December 2016 with the avdited consoladated
financial staternenis of the Bank for the year ended 31 Decomber 2016

= Chesked the calculanon of break-up valee per stare by divideng shareholders' equity with
the number of shares issued.

Page 60 of 146



A

Bank Alfalah

TFC Prospectus | Bank Alfalah Limited

s

WPWG Taseer Madi & Co. Dok Alfuish Lo
fadirr ' cornfuae for Areak-wp valer of 1bwr

2057

29 Devember

Certificate

Based on the procedures memtioned above, we confirm that the break-up value per skare of the
Bank i accurately calculated in accordance with the Techmical Redease 22 (TR-22) issued by
e Enstitule of Chantered Accountams of Fakistan

Restrietion on use and distribution

This certificate is issuad in relation to te requirements mentiosed under *‘Public Offering
Regulations, 2017 foe the puspose of listing of Additional Tier § Term Finance Centficstes on
Pakistan Stock Exchange Limited. Accordingly, this should not be wsed for any other purpose

without cer peioe consent

Yours faithfully,
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Annexure

Bank Alfalah Limited
Break-up value per share
As at 3§ December 2016

(Rupees in *000)

Share capiral 15,952,076
Revenue reserves and retained carnings 17.951 357
Capital reserves 15.7.
49,625,
Non-controlling interest 323,466
¥ 49,948,931
Surplus on revaluation of fixed assets - nel of tax 4,597.725
Surplus on revaluation of available for ssle securities — net of tax R 6378214

60,924,870

(Number of
shares)
Number of ordinary shares 1,595,207,554

(Rupees per share)
Break-up value per onlinary share of Rs. 10 each (including surplus
on revaluation ol fixed assers-net)

Break-up value per ordinary share of Rs. 10 each (excluding surplus
on revaluation of fixed assets-net) PKR 35.10

The equity for the purpose of ahove calculution excludes Non-controlling interest and includes
surplus of revaluation of availuble for sale securilies.
| 4 LV

/K it MAM‘ & i

President & CEO y Chief Fiancial Officer
Y

N
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5.3  BREAK-UP VALUE OF SHARES BASED ON UN-AUDTIED ACCOUNTS AS OF SEPTEMBER 2017

(Rupees in '000)

Share Capital 16,075,720
Reserves 17,409,603
Unappropriated profit 23,102,000

56,587,323
Surplus on revaluation of assets-net of tax 7,924,643

64,511,966
Number of Ordinary Shares 1,607,571,974

Break-up value per ordinary shares of Rs. 10 each (including
surplus on revaluation of fixed assets-net of tax) 40.13

Break-up value per ordinary shares of Rs. 10 each (excluding
surplus on revaluation of fixed assets-net of tax) 35.20
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5.4  AUDITOR CERTIFICATE ON ISSUED, SUBSCRIBED AND PAID-UP SHARE CAPITAL

KPWG Tasasr Madi & Ca Teinphone « B2 121) 3588 80
Chovieond Apoosrart i * 92 (21) 2938 300
Stedh Sutn Trewt Rakdng hin 2 b el WA RS LN Sk

Resurnce! Read
Kamow, 2500 Faastar

Ihe Board of Derectoes Our ref KA-ZS-730

Bank Alfslah Limsted

B.A Building Contact  Syed 1ftikbar Anjum
L 1 Chundrigar Road

Karacin

29 December 2017

Dear Sirs,
Auditors’ certificate on isswed, subscribed and paid-ap share capital

We lave been requested 1o provide report summansing the issued, subsenbed and paid-up
capital of the Bank Alfalah Limited (“the Bask™) 3s at 31 December 2016 for the purpose of
Lsting of Additional Tier | Term Finance Certificates oo Pakistan Stock Exchange Limited

Scope of Certificate

The cagagement 18 1o summarise the issual, subiribed sad paid-up capital of the Bank &s #1 31
December 2016 tn accordance with the roquiremsents mentioned under *Publsc Offering
Regulatons, 2017

Managemont Responsibility

It is masagement responsibality 10 summarise the information reguired under “Public Offering
Regulations, 2017" relating to ssued, subscribed and paid-ap share capetal and the reguiired
imfonmation is summarised in the stached soanexure

Auditor's Respoasihility

Our Responsibility 3 to verify the information about issued, subscribed and paid.up capital of
the Bank as ot 31 December 2016 in aocordesnce with the 'Gesdelines for Issue of Certificates
for Special Purposes by Practicing Chartered Accountants Firms® ssued by the Institute of
Chartered Accountants of Pakistan. Owur venfication was hmited to sgreement of the issused,
subscribed and paid-up share capital of the Bank as & 3] December 2016 disclosed in the
altached annexure with the boaks of account and reconds of the Bank

ARl
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2npm

T MPMA Taseor Nadl & Co Bank talsh Lambed
Auivrs ' cerriBoaty ow et scduoride! and paidag
ary cup sa!

29 Dezamber X0

Certification

Based an the procedure mentioned shove, we cenify that the issued, subscnibed and paid-up
share capetal of the Bank i ot 31 Deoember 2016 disclssed in the attached anmexure is in
sgrocment wilh the books »f accounts and recocds of th: Bank

Restriction on use and distribution

s certificate | msued b relatson 1o the requirements mentioned wmder “Public Ofkring
Regulations, 2017 for the purpose of listing of Additiowal Tier | Term Finance Cenificates an
Pakistan Stock Exchange Limsted. Accordingly, thes should not be wsad for any other parpose

without our prar corsent

Yours futhfislly,
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Annexure

Bank Alfalah Limited
Issued, subycribed and paid-up shave capital
As at 31 December 2016

Number of

{Rupees in
shares

1]
Fully paid up shares of Rs. 10 each
870,801,304  Fully paid in cush 3,708,013
T24.406,250  [ssued as honus shares 7.244,063
1,595,207,554 15,952,076
w

4le(wu~w«k’w1m

b ndlEn
President & CEO N (“hwfdu.mual ()f{'iur
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5.5 BANK ALFALAH LIMITED — UNCONSOLIDATED SEPTEMBER 2017 FINANCIAL STATEMENTS (UN-
AUDITED)

Bank Alfalah
Quarter and Nine Months Report September 30, 2007

Unconsolidated Condensed Interim

Statement of Financial Position
As at September 30, 2017

September 30, December 31,
2017 2016
{Un-audited) (Audited)
----------- (Rupees in '000) «==evaeana-

ASSETS
Cash and balances with treasury banks 71,519,724 74,071,384
Balances with other banks 13,105,795 9,373,123
Lendings to financial institutions 53,978,617 30,149,029
Investments - net 400,526,685 389,092,637
Advances - net 397,851,993 378,720,349
QOperating fixed assels 17,918,283 18,133,267
Deferred tax assets a -
Other assets 14,906,052 17,917,264
969,808,149 917,457,053
LIABILITIES
Bills payable 11,110,253 12,886,950
Borrowings 207,840,220 178,311,035
Deposits and other accounts 661,223,465 640,944,254
Sub-ordinated loans 6,653,340 8,317,670
Liabilities against assets subject ta finance lease - -
Deferred tax liabilities 1,028,442 2,650,428
QOther liabilities 17,440,463 14,221,914
905,296,183 857,332,291
NET ASSETS 64,511,966 60,124,762
REPRESENTED BY
Share capital 16,075,720 15,952,076
Reserves 17,409,603 15,895,652
Unappropriated profit 23,102,000 17337458
56,587,323 49,185,186
Surplus on revaluation of assets - net of tax 1,924,643 10,939,576
64,511,966 60,124,762
CONTINGENCIES AND COMMITMENTS
Chief Executive Officer Director Director Director
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Unconsolidated Condensed Interim

Profit and Loss Account (Un-audited)
For the quarter and nine months period ended September 30, 2017

Quarter Nine manths Quarter Nine manths
ended perioc endec enced pericg ended
Septamber September 30, September 30,  Segtember 30
30, 2017 2017 2016 2016
------------------------- (Rupees In '000) —--rmemmmmmmmmmnnamas
Mark-up / return £ interest carned 14,032,553 42,081,550 13,735,789 43,447,882
Mark-up / return / interest expensed 7168237 20397463 6,702,127 21,761,153
Net mark-up £ interest income b,HB4,522 Z1,bB4,48/ £033,162 71,686,729
(Raversal) / provision against nan-performing
loans and advances - net {378,083 (645,056) {76,467) 267,108
Pravision for diminutian in value of investments - net (21,778) 109,112 2,962 67849
Bad debts written-off directly - - - -
(399,853) (535,944) (73,505) 334,957
Net mark-ug / interest income after provisions 7,264,181 22220431 7106667 21,350,072
Nor mark-up / interest income
Fee, commission and orokerage Income L411,870 4221410 592,825 3,366,369
Dividend income 102,482 259,754 147910 450,901
Income fram dealing in foreign currencies 561,483 1,304,924 74,85 888,133
Gain an sale of securities - pet 284227 1,785,621 369,364 1699179
Unrealised loss on revaluation of investments -
classified as held for trading - net (1,725) (6,116} {40,643) {16.632)
Other income 125533 389,501 178,052 538,573
Total non mark-up / interest income 2,483 669 7966,494 1,922 354 5,926,923
9,748,050 30,186,925 $,029,031 28,278,635
Non mark-up / Interest exgenses
Administrative expenses 5,996,945 17,810,099 5,927,705 17,458,956
Pravision / (reversal) against off-balance sheet obligations 3,341 (2.782) [5,445) 9643
Pravision / (reversal) against other assets 3575 112,594) 3599 (41,024)
Other charges 74538 259,790 74,045 230,022
Total non mark-up / interest expenses b,080,4C1 18,049,513 5,999,908 17657,597
3,667,643 12137412 3023123 10,621,098
Extra ordinary / unusual items - - = =
Prafit before taxation 3,667,642 12137412 3,025,123 10,621,098
Taxation
Current 1,272,421 4,414 671 1,309,358 4,018,458
Deferred 100,813 (37.054) 1192,957) {226,609)
Prior years - B4 434 - 563,000
1,373,234 4,962,051 1,116,406 4,354,849
Prafit after taxatian 2,294,415 2175361 L9127 6,266,249
(Rupees) (Rupees)
Basic earnings per share 143 a.4; L9 390
Diluted earnings per share 142 445 119 390
Chief Executive Officer Director Director Director
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Bank Alfalah
Quarter and Nine Months Report September 30, 2017

A

Bank Alfalah

Unconsolidated Condensed Interim

Statement of Comprehensive Income (Un-audited)
For the quarter and nine months period ended September 30, 2017

Profit after taxation
Other comprehensive income

Items that are or may be reclassified subsequently
to prefit and loss account

Exchange differences on translation of net investment
in foreign branches

Comprehensive income - transferred to unconsolidated
condensed interim statement of changes in equity

Cempanents of comprehensive income not

reflected in equity

{Deficit) / surplus on revaluation of available-for-sale a80eiSo
Related deferred tax liability

Chief Executive Officer Director
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Quarter Nine months Quarter Nine months

ended peried ended ended period ended
September  September September September
30, 2017 30, 2017 30, 2016 30, 2016

----------------------- (Rupees in '000) ===sssecmscancnnananns
2,294 415 7,175,361 1,912,717 6,266,249
(29,153 (40,180) 6,486 13,783
2,265,262 7,135,181 1,919,203 6,280,032
(2,579,565) | | (4,559,872) (940,543) 1,243,801
1,261,211 1,584,180 329,190 (435,330)
(1318354) (2,975,692) (611,353) 808,471

Director Director
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Unconsolidated Condensed Interim

Cash Flow Statement (Un-audited)
For the nine months period ended September 30, 2017

Nine Months period ended

September 30, September 30,
2017 2016
(Un-aucited) (Audited)

----------- (Rupees in '000) ---=nennumn
CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation 12,137,412 10,621,098
Less: Dividend income (269,754) (450,901)
11,867,658 10,170,197
Adjustments for:
Depreciation 1,352,662 1,258,394
Amortisation 320,500 255,553
(Reversal) / provision against non-performing loans and advances - net (645,056) 267108
Provision for diminution in the value of investments - net 109,112 67,849
Reversal) / provision against off-balance sheet obligations (7782 9,643
rovision / (reversal) against other assets (12,594 (41,024)
Unrealised lass on revaluation of investments classified as held for trading - net i 16,
Gain cn sale of operating fixed assels - netl (6,763) 19,272)
Charge for defined benefit plan 210,949 1,678
1,327,544 2,026,561
13,195,202 12,156,758
(Increase) / decrease in operzting assets
Lendings to financial institutions (15,546,261 15,419,174
Held-for-trading securities (2,567,263 (2,471,794
Advances (18,486,588 5,173,518
Other assets (excluding tax recoverable and dividend receivable) 3,085,589 5.182,607
(37,514,523) 3,465,157
Increase / (decrease) in operating liabilities
Bills payable (1,776,737) 1,685,798
Borrowings 29,529,185 (44,307.879)
Deposits and other accounts 20,279,211 ,252,
Other liabilities 1,004,775 1,337,027
_49.036,434 (40,032,550
24 1713 (24,370,635
Income tax paid __3.004,921) __(2807.427)
Net cash generated from / (used in) operating activities 21,712,192 (27178,062)
CASH FLOW FROM INVESTING ACTIVITIES e -
Net investments in available-for-sale securities (15,156,119) (15,404,241)
Net investments in held-to-maturity securities 1,136,660 32,484,527
Disposal / (investment) in subsidiaries and associates 511,397 95,790
Dividend income received 226,270 402172
Investments in operating fixed assets {1,515,199) (2,094,115)
Proceeds from sale of operating fixed assets 63,384 28,073
Net cash (used in) / generated from investing activities (14,733,607) 15,512,206
CASH FLOW FROM FINANCING ACTIVITIES
Redemption of sub-ordinated loans (1,664,330) {3,000)
Proceeds from issue of shares 191,722 54,895
Dividend paid {458) (1,585,285)
Net cash (used in) / generated from financing activities (1,473,066 (1,503,390)
Exchange difference on translation of the net investments in foreign branches __ﬁ%g(_)_ __1,7_8_3__
Increase / (decrease) in cash and cash equivalents 5,465,339 (13,155,463)
Cash and cash equivalents at beginning of the period 53,450,547
Effect of exchange rate changes on cash and cash equivalents 13,819 136,174
AR 09 3595701
Cash and cash equivalents at end of the period 54,216,436 80,440,258
Chief Executive Officer Director Director Director
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Bank Alfalah

Bank Alfalah
Quarter and Nine Months Report September 30, 2017

Unconsolidated Condensed Interim

Statement of Changes in Equity (Un-audited)
For the nine months period ended September 30, 2017

Ceotal Reserves Reveoue Reserves
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sane
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Chief Executive Officer Director Director Directar
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5.6 BANK ALFALAH LIMITED — CONSOLIDATED SEPTEMBER 2017 FINANCIAL STATEMENTS (UN-
AUDITED)

Bank Alfalah
Quarter and Nine Months Report September 30, 2017

Consolidated Condensed Interim

Statement of Financial Position
As at September 30, 2017

September 30, December 31
2017 2016
(Un-audited) (Audited)
----------- (Rupees in '000) ~==remveas
ASSETS
Cash and balances with treasury banks 71,519,844 74,071,394
Balances with other banks 13,287,713 9,498,787
Lendings to financial institutions 53,979,617 30,143,029
Investments - net 401,440,259 389,666,922
Advances - net 397,854,708 378,724,300
Operating fixed assets 17,999,525 18,216,937
Deferred tax assets - -
QOther assets 15,353,482 19,115,471
971,435,188 919,442,840
LIABILITIES
8ills payahle 11,110,253 12,886,990
Borrowings 207,840,220 178,710,629
Deposits and other accounts 661,167,623 640,854,225
Sub-ordinated loans 6,653,340 8,317,670
Liabilities against assets subject to finance lease - -
Deferred tax liabilities 1,303,024 2,811,531
Other liabilities 17,861,741 14,836,925
905,936,201 858,517,570
NET ASSETS 65,498,987 60,924,870
REPRESENTED BY
Share capital 16,075,720 15,952,076
Reserves 17,405,603 15,895,652
Unappropriated profit 23,659,897 17,777,737
Total equity attributable to the equity holders of the bank 57,145,220 49,625,465
Non-controlling interest 397,470 323,466
Surplus on revaluation of assets - net of tax 7,956,257 10,975,939
65,498,987 60,924,870
CONTINGENCIES AND COMMITMENTS
Chief Executive Officer Director Director Director
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Consolidated Condensed Interim

Profit and Loss Account (Un-audited)
For the Quarter and Nine Months Period Ended September 30, 2017

Nine months Nine manths
Quarter ended  period ended  Quarter ended  perind ended
Seatember 30, September 30,  September 30, Segtember 30,

2017 2017 2018 2016
{Rupees In '000)-s-mmmememmemmememacaaaan
Mark-up / return / interest earmed 14,031,231 42,079,720 13,736,027 43,451,065
Mark-up / return / interest expensed 7167962 20401864 6,701,947 21,760,539
Net mark-up / interest income 6,863,269 21,677,856 7,034,080 21,690,526
(Rewersal) / pravision against non-pecforming
loans and advances - net (378,083) [645.058) 76,467) 767108
Prowision far diminution in value of investments - net (21,776) 105,112 2.962 57,849
Bad debts written-off directly
(395,859) (535,944) (73,505) 314,957
Ngt mark-up / irterast income aftar pravisions 7263128 22,213,800 7107585 71,355,569
Non mark-ug / intorest incoma
Fee, cammission and brokerage incame 1,435,455 4,580,180 921,633 3,460,667
Dividend income 102,902 270,174 148,120 349676
Incame from dealing in foreign currencies 561,443 1,304,924 274 B55 888,133
Gain on sale af securities - net 280,508 1510216 369,360 1,594,408
Unrealised (loss) / gain an revaluation of investments
classified as held for trading - net (3,500) (10,478) (40,643) (16,632)
Share of profit from asscciates 70,44 388,497 16€,556 371,566
QOther income 132,579 411,342 358,668 | 696,400
Total non mark-up / interest income 2,579,571 B,454 855 2,198,550 7344163
9,842,699 30,668 655 9,306,135 28,699,732
Non mark-up / interest expenses
Administrative expenses 5.962.471 18,011,223 | 5,013,037 17,686,842
Pravigian / (reverssl) against off-balance shest abligatiors 5,341 (#782) 15,4486) 9643
Pravision / (reversal) against other assets 15/6 (12,594) 3599 (41,143)
Other charges 18659 263,91 /5,809 231785
Total non mark-up / interest expenses 6,050,047 18,254,758 6,086,999 12687127
3,792,652 12,413,897 3219136 10,812,60%
Extra ordinary / unusual items - - - -
Profit before taxation 3,792,652 12413897 3219136 10,812,605
Taxation 7 )
- Current 1,291,400 4,486,144 | 1,306,685 4,045,132
- Deferred 125,048 (23,664) (194,667) (228,320)
- Prior years { - : 584.434 | | - { 563,000
1415448 5,046,914 1112019 4,380,012
Profit after taxation 2,3/6,204 /360,963 210007 6432593
Profit attributable to:
Equity hoiders of the Bank 2.346,061 7.292.97% 2,093,296 6,398,595
Non-cantrolling Interest 30,143 74,004 13,621 33,998
2,376,204 7.365,983 2,107,107 6,432,593
(Rupees) (Rupees)
Basic earnings per share 146 4,54 130 398
Diluted earnings per share 145 4.52 130 3.98
Chief Executive Officer Director Director Director

Page 73 of 146



TFC Prospectus | Bank Alfalah Limited Bank Alfalah

Bank Alfalah
Quarter and Nine Months Report September 30, 2017

Consolidated Condensed Interim

Statement of Comprehensive Income (Un-audited)
For the Quarter and Nine Months Period Ended September 30, 2017

Quarter Nine months Quarter Nine months
ended period ended ended period ended
September 30, September 30, September 30, September 30,
2017 2017 2016 2016
------------------------ (Rupees in '000)==sserrmmennansannnnns
Profit after taxation 2,376,204 7,366,983 2107117 6,432,593
Other comprehensive income
Items that are or may be reclassified subsequently
to profit and loss account
Exchange differences on transiation of net investment in
foreign branches (29,153) {40,180) 6,486 13,783
Comprehensive income - transferred to consolidated
condensed interim statement of changes in equity 2,347,051 1,326,803 2,113,603 6,446,376
Attributable te:
Equity holders of the Bank 2,316,908 1252,799 2,099,782 6,412,378
Non-controlling Interest 30,143 74,004 13,821 33958
Comprehensive income - transferred to consolicated
condensed interim statement of changes in equity 2,347,051 7,326,803 213,603 6,445,376
Components of comprehensive income not reflected
in equity
(Deficit) / surplus on revaluation of available (3,517,659) (4,601,214) (940,543) 1,243,802
for sale securities
Related deferred tax liability 1,218,399 1,588 643 329,150 {435,331
(2,298,260) (3,002,571 (611,353) 808,47
Share of surplus on revaluation of associates’ available
for sale securities - - - (536)
(2,298,260) (3,002,571) (611,353) 807,935
Chief Executive Officer Director Director Directar

Page 74 of 146



TFC Prospectus | Bank Alfalah Limited

A

Bank Alfalah

Consolidated Condensed Interim

Cash Flow Statement (Un-audited)

For the Nine Months Period Ended September 30, 2017

Nine months period enec

CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation

Dividend income

Share of profit from associates

Adjustments for:
Depreciation
Amortisation
(Reversal) / provision against non-performing loans and advances - net
Provision for diminution in the value of investments - net
{Reversal} / provision against off-balance sheet obligations
(Reversal) / provision against other assels
Unrealised loss / (gain) on revaluation of imvestments classified as held for trading - net
Gain on sale of operating lixed assets - net
Charge for defined benefit plan

(Increase) / decrease in cperating assets
Lendings to financial institutions
Held for trading securities
Advances
Other assets (excluding tax recoverable and dividend receivahle)

Increase / (decrease) In operating liabllities
Bllls payable
Borrowings
Deposits and other accounts
Other liabilities

Income Lax paid
Net cash (used in) / generated fram operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Net investments in availahie for sale securities

Net investments in held to maturity securities
Investment in associated company

Proceeds from disposal of investment in associates
Dividend income received

Dividend income received from associates

Investments in operating fixed assets

Proceeds from sale of operating fixed assets

Net cash generated from / (used in) Investing activities

CASH FLOW FROM FINANCING ACTIVITIES

Redemption of sub-ordinated loans

Proceeds from issue of shares

Dividend paid

Net cash (used in) / generated fram financing activities

Exchange difference on translation of the net investments in foreign branches
Increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the period

Effect of exchange rate changes on cash and cash equivalents

Cash and cash equivalants at end of the pericd

Chief Executive Officer Diractor Director
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September 30. September 30,
2017 2016
{Rupees in '000)
12,413,897 10,812,605
(270,174) (349,626)
(388,437) (371,566}
11,755,226 10,091,412
1,361,955 1,265,915
322,222 258,701
(645,056) 267,108
109,112 67,845
(2.782) 9642
(12,594) {41,143)
10,4/8 16,632
(6.672) (23,786)
.. 210949 ) | 21678
1,342,612 2,032,601
13,097,838 12,124,014
(19,546,761) {5.145,174)
(2,588,112) (2,471,754}
(18,485,352) 6,171,833
3,874,972 5151236
(36,744,753) 3,762,101
(1,776,737 1,685,798
29,129,591 (44,307,879)
20,313,398 1,208,241
822,070 1,571,947
48488327 _[38,841,893)
24,841,407 (24,015,778)
(3,087422) _ (2,840,769}
21,753,985 (26,856,547)
(15169,677)| | (15,4D4,241)
1,136,660 32,484,527
(1,430,742) 95,790
1,966,469 .
226,690 300,687
11,657 114,324
(1,523,512) (2,108,076)
63,419 32,587
(14,719,036) 15,515,608
(1,664,330) (3,000)
191,722 84,895
(458) {1,585,285)
1,473,066) {1,503,390)
(40,180) 13,783
5521703 12,830,546]
HE,990,590 93,490,515

13,019)

136,174

94,305,478

B0,796,143
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Bank Alfalah

Bank Alfalah
Quarter and Nine Months Report September 30, 2017

Consolidated Condensed Interim

Statement of Changes In Equity (Un-audited)
For the Nine Months Period Ended September 30, 2017

Capital Reservas Revenue Reseroes

Zmploves
Shars Skare Statatery  Exchange sweoptizn  Unappro- Noa
Capital Praniue Resarve®  Translaton Oiepeesation priated Sudaetal  Cantrelling Total
Rasarva Rasarve arofit Irtarast
\upgess in OCO)
Belonce s ot iavuery | 2006 5898062 4322646  BROIM 1572955 20602 LB134EE 4IESA0 7434 45149804
Davges inac.y hr 2 siep e s ceviog eo0ad Saotar i 30 XIE
Tote! conprehensive incone for the pevice
ookt aber taeasoe [ Be k2 "ot 20rad seded Setecker 30, 46 B8NS | 63BN 334944 [ EVAEE)
Other conprerensive ircome for toe viee monthy
perioc erded Septerrber 30 2016
Eechange differeace on trasslation of net imestman |
n foreign branches 15783 13783 37a3
15783 338585 SR VR 334998 LAAL AL
Tramsler Lo slatulury resrys - - 153750 - 0,535 - - -
Trargfar oo wrples 29 resdaanen o focd amsets - et of 24328 2438 26328
Transactans with cwrses, recceded direstly is squty
Fral zazh evidend for 93 saor 2aded Dazember 1L 205 2 LM A58ea0G (Sesang (LE83.800)
Sheres issued dorwg Che panod MAme nasl - - - R4E95 - AR
Recogeition of far vzlue of share based pagments on
grart cate durirg the pericd 126,102 126,102 126,102
Urwnrtand 2o an ol cebared emds on ioag enilion e e (33754 (35,754 a4
Trarefer to Share Premium on issuarce of shares under
Stock Option Scheme 56,567 136,557
Balanze o a1 Sapravze- 30, 2018 15%0,0% 4410025 334154 1535145 151353 163335 434 R 4B207945
Changes 7 equty for the quacter erced Decerber 3 2005
Total conpeshinsiva cone for tha perice
Prodit ofter teest on for the Quarter erded Dacernaer 3, 105 - - - - ) e Lo 15334 L5033
{ther comprabersie mia e T 192 caerter 2mdec Deceber X NUG
rrkenze F¥eens or toes oy of re I mestmers @ Sormgr bras o 272 - - 7 Q2729
Remassiremert of cefired beneft plans B - - - - 309,34 I3 109314
Relpted tex cherge - 203 260] 008, 2604 [16@.260!
Shye of Tevemarevent of cefred s2vshit plov of pumo it - - 1 ja (49!
- - - rRF ) - LEALY54 62025 15334 1704350
Transfar to statutory resens 672 [ENRER
varstar from mrplas 21 rewdlayaee of Hoed sssers - e of S 18,30 150 JCR]
Trarsactions with cwrars, rezeedad girectly in squty
Feeogvthan of farvake of hare 2z powrenss an grant dae 5924
Ura 373222 pertion 3 CEOmes £F e CATMNEI OF Ca0Rr st 16,343
certber 31, 3005 BB 4470025 N8BS 1584070 W73 45625465 37466 4194393
Crargas bhoca by 1y w2 wanths saviod rzed Seotewsyy 30 NIV
Toia! compeshansive irncone for Lhe pesice
Frob ey tatics Sor 1 ire s perioc £dec Septarder X, XU DRE =D P E R /auua EE Rt
Othwr compranets ve niomme fr the sine nertss pe o
eried Septamae 303007
Earkeace $feeacs or tamssticn of ret westmer @ ormgr brass et Idglcl.'l" |
(90,120 129509 1278 fa00a
Trarsher 15 stanutory reseny - Lammz 0435774 - -
Tarstar lem rpbes oy endbadtion of Misd wsets <ot o fae - - 453 4753 - 479
Tramsachians with cwrees, reserdad dinctly i+ sguty
Shares issued derng the pariod 173664 &80 - arn 19172
Arocsarion of Jelemed anploges AR g RAE - - - WL} S0.581 SsE
Tl S borier o imavrrdd Owm it de Sk Bt Sheme - 17787 Q2778 -
Baiance 2s ot Septenze- 30 2017 l'éll:‘f\?}(! ABL2991 ILISG9SE L5440 g6a  N658E8T  SNS20 ) SI542630
* This rapeesants resewa Craatad undar sicticn 2U1) &) of the Sarking Conpanies Ordirence, 1562,
Chief Executive Officer Director Directer Director
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Bank Alfalah

ENTITY RATING REPORT

The Pakistan Credit Rating Agency Limited

BANK ALFALAH LIMITED

(BAFL)

RATINGS REPORT

NEW PREVIOLS
[Dec=17] JusE-17]
Long Term AA+ AA- .
Short Term Al+ Al+ 2.
TFC V of PKR 5bln AA AA 3
A
Outlook Stable Stable

REPORT CONTENTS

RATING ANALYSES

FINANCIAL INFORMA TION

RATING SCaLE

REGLIATORY AND SUPPLEMENTARY

DISCLOSURE
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Bank Alfalah

The Pakistan Credit Rating Agency Limited

Governance

Profile & Ownership

BAFL comimenced operations in 1997, is listed on the Pakistan Stock Exchange
amd has @ network of 634 branches at end-Sep 17 wcluding 151 Islamic bunking
branches - the biggest network by any conventienal bank

The bank holds ~54% share in the wial customer deposits as at end-Sepl7:
mitking il seventh largest bunk

Abu Dhabi Group (ADG), comprising sume of the prominent members of UAL's
ruling tamily und leading businessmen, continues to own majority stake (~32% at
end-Dec16] in the bank: IFC has 15% stake

Management

Conwol of the bank vests in the cight-member board of dircctors (BoD)

Board comprises President & CEQ and seven non-gxecutive divectors. four are
representatives of ADG, one represents TFC, while two are independent

Induction of IFC representative along with independent members on board has
strengthened the boand structure

Tn June 17, Me. Atif Bajwa resigned from the position of President and CEO, the
board appointed Mr, Nawman Ansari as the pew President and CEO. Mr, Nauman
Ansart s u seasoned banker with decades ol experience

Risk Management

Larning assets — largely compnsing advunces and investments — constituted 89%
of total assets at end-Sepl7. whereus, 48% of the tunds have been purked in
liguid avenues largely comprising government securities

Advances-to-deposits ratio increased to ~604% at end-Sepl7 (end-Sepl6: 525 ).
better than industry average of 48%%; this bodes well for the bank

Top-20 performing private sector exposures’ concentration slightly increased to
=25% ar end-Dec 16 (end-Dec 1 5: -235)

Gross advances grew sizably; resultantly, infection ratie declined 1o 4.2%
Investments continued o remain concentrated in government securities (-97%)

Business Risk

Interest revenve witnessed a dip of 3% on a YoY basis on account of lower asset
vield armudst maturity of high vielding PIBs, The spreads were also squeezed YoY
(OMCY 17: ~3.3%, OMCY 16: ~3.5%)

Cust 1o wial net revenve ratio slightly improved w (9MCY17: ~60%, 9MCY16:
~62%); still hagher than peers

Massive decline (2604) in provisioning. enabled the bunk to ¢arn higher prolit
betore tax us it registered an increase of 144

BAFL plans to grow prodently; this implies consolidating its position on the
competitive banking landscape. The business strategy mainly focuses on
rationalizing cost structure

On the lending side. the bank is geared to target double digit growth in SME and
consumer hook (mainly autn), with sustained focus towards corporare clientele

Financial Risk

Customer deposits remained the key source of funding lor the bank; contributing
T2% 1w e wital funding base at end-Dec 16 {end-Sepl6: 79%)

Total deposits growth remained at on 4 YoY basis as the bank followed its
strategy of shredding high cost deposits in order 10 uprove cost of funding
CASA ncreased 10 82% (end-Sepl6: SIS L ‘The top-2U deposit concentration
improved to (11% ) at end-Dec16

CAR improved to 13.4% at end-Sepl 7, one of the lowest amongst peer group

BANKING

RATING RATIONALE

The mutings reflect melutive positiming of the bank
arvonge Bpe banks of U coantey, The bank bas o
srranger pasitioe in advances - sustanad by foesh
deployments, The deposit  syslem  share  bas
witnessed didution as the bank embarked upen &
serarszy o sustainab’y rationalize its cast of furding
with enduring focus ca low  cast  deposits,
Romltamly, BAFLS cost of fund s coonparshle o
same of the large hanks, The hankt enjays extended
vatreach acrass the countsy which has augmented s
depesit base. Opemting ool stiaoctone, Hoogh sl
higher thin peers, has improved on Ya¥ basis on
wroounl of cost subunaliztion. The wssel guality of
the benk his sustalned over the pass thios sears on
accoumt of prudent risk managsment. The hank
witnessed changes in the key managemen: posilzons.
Coheson and efternvensss of the new ream is
essenrinl foo the sustaiced growth of the bank.
Declining  assel vield is being offset by vast
eftcizosy hence, acoahling spreads o be matained
ut current levels. Despite consistent imaravement in
the banks  profitahifity.  capital  aupmentatice
emaieed homted Cogoizant of  the far, e
managemant intends to imprave its Tier 1 capital
UCarough multipke oplions, whereas, enhancing Tier-
11 capatal thronigh issue of o new anspument 5 also
keing considsred. thereby crexting cushion to
regulatory capitad, The bunk is i the Aoad sapees of
iasweng Tier |oinsimmess o replenish s copinal
adequacy. The ratings recognize  demanstrated
sappect of Ahu Dhabi group (ADG) as a key foctor.

KEY RATING DRIVERS

The rutings are dependent co the munagement s
ability w0 upbold s business profide: clfective
impaementatian of searepy 18 impamars, Snsraining
spreals ot curreal Isvels is a challenge, which needs
1o be clfactively managed. Sucngtbenme of te
banics copitalization ol pdding gronularine o s
advances ané depesits heok are critical for rbngs
impeoverment.

HARL has ane unsacuned and sahoodinead THUS

issue. TRC V af PKR Shin, issued in Feb- 11, Wiath
Byrs ol e, privcipad repasieal of THC-V wocld
he repaad i baller farme ar tae time of matricy
(Feh2i)

INDUSTRY SNAPSHOT

e barking  soctar expenemad  subsnal
expansicn in its depasit base {2016 14%) Dailding
va (e upleck i the cconveny, slviooes also grew
by o sacable margin aftier a log of many yeas,
Given GDP growth in FYIT and other macro
vouneenic  fusdamentals,  credit expansion Qs
recssacn. Henes, CAR s going ra be a challenge, ac
reofits woald also suffer due 1o PIDS matenties.

BANK ALFALAH LIVITED (BAFL)
December 2017
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Financials [Summary]

The Pokistan Credit Rating Agency Limited
Bank Alfalah Limited

PRR min

BALANCE SHEE'T L 30-Sep17 | [ 3t-Dee-i6 | [ Fi-DeelS | | A-Dee-l4 |
Karning Assets

Advances INGOIPNPLY U648 376,845 33189

Dl Instousments 12,872 12505

Total Fussnees 32N

Investments 376633

Ochens 15867

ORI8O0

Non Earning Assets

NoaLarning Cash (RN T2h 53104 4330
Defarad Tax Z = g 5
Net \-‘-‘—me;mmng Finnnoes «ae 1.7%1 4 A0
Fixed Acsets & Cehers I N4 k081 a7.0%1
M2 A4140 TS558 unana 0,750
TOTAL ASSETS U RUR D17 AS5T 112,608 743.128
Funding
Depesits Hal =9
Horrowings 182,374 (3,220
§22.308 R NEX)
Non Interest Beaving Liabilities .759 RN 20,1246
TOTAL LIABILITIES 857332 §49,254 698,309
EQUITY (including revaluation surplus) 64,512 60,125 §3333 44519
Total Linbilities & Equity 969 808 917457 01)2,608 743,128
INCOME STATEMENT L 30-Sep-17 | | 30-Dee-l6 | | 30-DeetS | | 3-Dee-14 |
Interest  Mark up Earnod 42,082 57245 61,458 55378
Interest * Mark up Expensed 120397 128474) (32.811) 133,305y
Net Interest / Markup revenue 21684 28,770 28,648 21873
Crher Income 960 8868 .54 G028
Tutal Revenue 29651 37638 37459 s
Noe-interest S Nan-Mark up Expensed [ B 1234520 122898 1208038
Pro-pravis o apamhieg prolit 1140 14,700 14491 147
Pravisans 536 (1, 1%3) (2257 (1,534,
Pro-tax proli| 12,137 12,604 8504
Taxes (49621 (5.081) (2,871)
Net Income 7175 7900 7523 5.641
Ratho Analysis [ 30Sep1T | | 3tDect6 | | 30-DectS | | MeDecdd |
Performance
ROE 1% 1% 19% 1%
Cost-tio-Tatal Not Revenoe: ol G2t o [
Fravisian Expense ! Pre Prowisian Prodit b LR 15% 15%
Copital Acdaxpusy
Exquity "Tonsd Assots 6% b1 b
Caupital Adegquecy Ritio ax per SEP 13% 13% 13%
Funding & Ligusdity
Liquid Assets ! Deposits and Bomowirgs 48% AT
Advances  Depasits &0% 9%
CASA deposits / Teal Custoeer Deoasits §2% 5%
Intermediotice: Efficiency
Asser Yiekd " " A L,
Cost of Funds 3 N, % o
Syl 3% 4% 4% 4%
Outreach
Bisendios &34 639 (s 45

A v an passaat ot avsasat e e gt e

AN e er i A A AT e e e

Bank Alalah Limited

Decemaber 2917 WWW, xa.col
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Bank Alfalah

The Pakistan Credit Ruting Agency Limited

CREDIT RATING
SCALE & DEFINITIONS

Credit rating reflects forward-looking opmion on credit worthiness of underlying entity or instrument; more speci fically 11 covers
relative ability to honar financial ebligations. The primary factor heing capiared on the rating seale is relative likelihond of default.

LONG TERM RATINGS SHORT TERM RATINGS
AAA | Highest credit quality. Lowest expectation of eredit risk.
Indicate cxceptionally strong capacity for timely pavment of financial Al+: The highest capucity for timely
cummilments. fepayment.
' AA+ | Very high credit quality. Very low expectation of credit risk.
AA Indivate very strong capicity Lor tmely puyment of fnuncial commiiments,
i This capacity is not significanmly vulperable o foreseeable events. Alz A strong cupacity for timely
AA- repayment,
A+ High credit quality. Low expectation of credit risk.
A The capacity for tmely pavment of financial commitments is considered )
strong.  This capocity may, nevertheless. be vulnersble to changes in A2; A satistactory capacity for timely
A- cireumsances or in economie conditions repayment, This iy be susceplible 1o
adverse  changes  in business.
BBB- | Good credit qu“ut‘\'- (..Uﬂ'ﬂ'lﬂy o low cxpcc‘.ulion of credit nsk. cconomic, or tinancial conditions.
'BBB The capacity for tmely pavment of financiel commitments 15 considered
adequate, but adverse changes in circumstances and in economic conditions
BBB- | arc more likely to impair this capacity. . .
- : P v’ AJ: An adequate capacity Tor timely
BB+ | Moderate risk. Possibility af credit risk developing. repayment. Such  capacity s
‘ There is a possibility of credit risk developing, particularly as a result of susceptible o adverse chunges  in
BB | adverse evonomic or business chamges over tume: however, business or business, _ecanamic, or financial
BRB- fnancial altematives may be available o allow fnancial commitments w be conditions.
met.
| B+ High eredit risk.
A limited margin of safety remains against credit risk. Financial commitments B: The capueity for timely
B arc currently being met; howewver, capacity for continued payment is repayment is more suseeptible to
B- contingent upon a sustamed, Grvorable business and economic environment, adverse  changes  in business.
economic, or financial conditions,
ccc | Very high eredit risk, Substantial credit visk
“CCC™ Default is a rcal pessibility.  Capacity for mecting  financial . . .
cC 3 g YNy 1y pacity £ ] C: An inadequate capacity to crsure
; commitments is solely reliant upon sustamed, favorable business or economic )
Qe g A 2 : timely repayment.
lc developments,  ~CC" Rating indicates that default of some Kind appears -
[ probable. “C” Ratings signal imminent default.
D Obligations are currently m defanlt
Outlook (Stable, Positive, Negative, Rating Walch Suspension Withdrawn
Developin, Alerts w the pussibility ol & raling It s oot passible o A rulg is willkdrawn co )
ping e ) ¢ ¢
Indicazes the potential and direction of a clarge  subseguent o o vpdale sn opimca due Lernnaton ol g
rafing over the intermediate tzrm in anticipaiion of, ) scew malorl w0 s ol Iequastic wandale, b1 cossabon ol
raspomse o terds in economic ard’or wheatliabic eveot andior by deviaiion mfomuetion.  Ovinicy vaderlyang ety ¢ e debx
fundamertal husiress'FEnuncial coodlitions. from expectad rend. Sut i docs oot should be resamed in wstreet soedeemad,  d)
It is not necessarily 2 precussar 1o 2 rating maEn thar 0o rating  change 5 foresoeable _ furre the rating reonnins suspended
change. “Stable” outliok means o rating is inavitzhle A watch  shemld  he However, if this docs fre  six  manths, ) the

nee likely o change. Pasitive’ meuns it resolved within foreseenble furure, vt bagpen wirhin six entityisene defanls, ocand

maty be maised. “Nogative’ means it may be but may continie if  underying 16) meaths, the narirg fil PACRA  finds it
lowered.  Where  the  tends  have circimstancas are not sectled, Rating should he  considered impractical tn surveill rhe
conllictng elements, the outleok may be Warch may 2ccompany Owloak of withedrawn. cpivien due to lack  af

deserbed us Developing”. 0 [ESpective opinion requisite information

Discluimer: PACRA's ratings are an assessment of the cradit scanding of snkziesissue in Pakistan, They do nod ke inte acceunt the potential trmsfer /
convestibility risk that mey exist lor tor urrency ereditors. PACRA's opinzon is ool 2 secoommendation (o purchase. sell or bold o securnity, in s moch
as it does pat comment an the security’s market price ar suieahility far a particnlar invesror
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JCR-VIS Credit Rating Company Limited

Press Release

JCE-VIS Reviews and Reaffirms Entity Ratings of Bank Alfalah Limited

Karachi, August 31, 2017 JCR-VIS Credit Rating Company Limited (JCR-VIS) has reviewed and
reaffirmed the entity ratings of ‘AA+/A-1+" (Double A Plus/A-One Plus) assigned to Bank Alfalah Limited
(BAFL). Qutlock on the assigned ratings is ‘Stable’.

For further information on this rating announcement, please contact the undersigned (Ext: 201) at 021-
35311861-70 or fax to 021-35311872-3.

Javed Callea
Advisor

Applicable rating criterion: Commercial Banks Methodology - November 2015
hitp:/f'veww jorvis com pk/images/Meth-CommercialBanks201511 pdf

it 2 f?‘“;r— _,I'{‘_'R /1'. Fig ‘"R.\'R-D and it
il awy secwrilies. Cogyiphi 2017 |

I/l Cm R.;n'is:- c’c»’ax* Liesied Al ,,»,,w rereved Conrents may be weed by wews waedia aich oredit .'F]CR T/L
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RATING REPORT

Bank Alfalah Limited

REPORT DATE: ] & =
February 20, 2027 RATING DETAILS
Inidal Rating
RATING ANALYSTS: Long- Short-
“Calha Igba: Rating Catcgory term term
salb Tadaifid Entity AAT A1+
Raling Outlook Slskl=

Yoiz Badshsh - — —

: Y ro Rating Date ebruary 14, 2017

COMPANY INFORMATION

Incorporated in 1992 Exems! andibors: KPMG Taseer Hadi & Co., Chartered
Accountants

Public Limited Company Charnan o7 5w Soaxd HUHL Sheikh Nahayan Mabarak Al
Nahayan

Key Shareholders (with stake 5% or more): Chiel Hxsenives O7Gce: Mr, Aif Bagwa

(s on 31 January 2017)
H.H. Shekh Nabwyan Mabasaz Al Nahepun —
Cha:aman10.83%
T Shakh Hamdan Bia Mubagak Al
Nabayun 849%
H. =, Shedkdh Surocr Bun Mobkammed Al
Nalpan —7.27.%
Me. Abdulla Nassc: I Jawailecl Al Manseost
Cizactor —4.57%
M/'s. Elsctro Mechsmcal Commany LLC —
5.5 %
M/, Intzmaticnal Finarce Comporation —
14,53%
APPLICABLE METHODOLOGY/(IES)
Commercial Banks (November, 2015): http:, is.com. pk/docs/Meth-CommerclalBanks201511,
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Bank Alfalah Limited

OVERVIEW OF THE
INSTI ON

Bank Alfalah Limited 2 LimiteZ BARL) = ¢

ruter| puats al ed-Sept 10, Ax

country weth 2 macket shace o F5.8% 2015: 6.2%, 2004:
i, bactme s ket sbaee ox peat cof «ddierate grateg
pany nth majonty e further improve depent prcfile and marage spreads in a o intetest rate enwircoment it the backdop of
shazeholding helc by Abu  significent competition for lendnp cates. The E\mk w22 his prezencs in the overzeas nuaket (Bangladesh, Afshaniztar
Dhals Groug (ADG), glans te lanck Dubal opene
rOEMpOm G “the yeur, BAFL alaz enjogx a sis sl fctpemt wnh i .4*.‘. sontubatiom te tetsl voste Prod
poominert memizerzcf  Bank iz sxtenzive while BAF
UAE's culinp family and  saovices £2¢ its clients. Th
Teslmy banzasenen. areax i hele SRRz g, nsosa i Lk

SOLURET RIS TS

dunnsp the cagong
ot pertfobe af the
ong coweszondert barking retwork fcilitates in providing tn‘prehen sve trade
incoms in the peer groug. Somg farwiad, kev focus
TR DO B ES

ST P B R

Atanl-fept16 dealaa kb Condin Rink

was cpenating out of 485  Major portica of the Bank's assets compnse exporure o the sovereign/putlic sectoe. Aggrepste exposure to the

c ational Sean sowezeigrn / poblic sectee by way investments & acvances rapcesents cver
2015484 = LS8 contmus e csraen the mairstey of the Bakds lending cpecaaen while aggregate Gnancii g to
Islarns branckes 2015 158 ssgmer? represents amound soesenth of the Grancirg rnnlrnn Overall sectoral expoaues ae

sile czacenttation citk in advarces pc;‘fcuo Temairz, the ame iz
=Nt g.w.an'.::i exposices and e benzucer lending el

toanches;, 10 cverseaz  expozucs representing 15% of firanzing poctfclic

brarches 2015: 1 mitigaze2 by financirg to govem

le suies w11 “ale B.rnd.-:e o g franciny

Banking Une Z015: 1 rap suppacting industoes

Ursty.  zick pecfile of the Sank has r.\px vad cvectime '341!: .‘ed.:m:\r. in .r.fe:t.m Iew.‘ v?h'lé 54%;2012: 6. S

wizoaing coverage (P3A16: 87 5%: 2012 $5%) and higher zropertion of putlic sectar rx;:su:c in_acvances

BAFL has exzosuse i thoee  portfole.

forsipl eota e caenely
Barghwdesh, Afghamstan

and Bahzin (Wholezale  Auwound nine-tanth of the investment pactfolia, az at end-Zept'ls (Rs. 40955}, comprize: sxpezure tc government
Banking Uret).  s2zudtiss. Investment in PIBs cemprises tweethiod of govemment paper holi:ngs with cducanen of FIR postfolio at

plde wnh xiedils

v 2 gesee. Whtle cedit s amendmg fom the wusamznt pretfohio ix coceadeed neghg
irvestment m goverriment secunbes, exgosuse o macket ok haz insreazed slightly compared to previous yexs
FLEL Skakh Nohaysn  mincconse in paetfolis duzation,
Witz de Al Ndhugran

Clief Exveunve Officer
M. Akt Bajen

nt it dep:m mix b inceen
peess. The op 50 depoai e Tabic I:';,ul
1e total daposts xi (Ih10- 4748,

Cagisalizai

Capntabuativn melascins lave stengthened cver trne @il e n apaty bee oot of reteied paefitg o
irjection of ecuity Ty 1FC while Tier-1 and overal TAR wore reported mt 10.868% 2015: §.69%) and 14.51% 13'1‘
13.4%}) at enc-SMIE, respeztively. Moreomez, ret-MEL in velaticn o ties-l equity was cepocted at 7.6% (2015 3.0%
2014 17.1%) at end-S0416,

lqu. assets

nolve,

PATH presaire on ssads and rcteass i admeneesative expenees, op
SM16 ms-3vs MALD. Howevez, profit tefoce tax was higher o :cccv..nt of lower zromseen: and Kigher zapinl gains.
Effizency (cost to ncoms) cate of the Bark &5 on the kigher side ind compases lsss fGivosably to peers. As per
IS G ughie et VR LR fiay ool -1gm.n LDl mee on Welenn g Teaih’s %
cfletings as well as highet consumet porttche vis-a-ns pears, Gowng foreats, contimming expesire in high pelding
PIBs an2 declins in 2ost cfdepoats boda: wel poofitabiity of the Sk

anrg profisdality of BAFL dashnes d:.nvs

At il Wi

ZIP{I-_ZP
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Coggoratc Profilc tMarsonn

Abdulia Khalil A1 Mutasva Nan-Exsoutive Dizsotor
Ban's Alfalsh Limited thersin sofecred to as ‘BAFL or ‘the Chalic Mana Sased Al Craika -
2an¥’] wis incarparated on June 21, 1992 55 a aublic E&ratios Georgios Arapoglon  Nan-Exsoutive Dicssror
dmitsd company under the Companies Ondinance, 1984, Kamean ¥ hliczs JJependent Divectac

Chalid Queasiy

The Dank o5 lisled et Pakislan Sk Fachargs (PR, -

Atif Bawa Executive Oz

Table M: BAFL Sharehalding

The Soard of Luectors (BOL) of BAFL cemprse: 8
menbms ncludeg bas mdspendent duscloes 2humg the
ongearg year, HH. Shakh: Nahoyan Mabamlk A° Nelagya

Threcirs 16.37% ch G g
zzolaced 1101 Shetkl: [lamdan 3in Mubarsk Al Nahayan

HH Sheakh Nabgyen 2xbarak Al Nebaysn

) s, 32 :
Chaivmey 10:8% as the Dicector and Chusimman of the Board. FLs Fliphaess
Mr Addalls Necrr Hewewidee ATN suevors 115% is 3 promurent mamber of the niling famuly of Abu Dhaks
4 ¥
Onker: 6.0 His Highresis s AR Csbinstl Member soad Mimgsle: ol

Geniossd Public - Fowigs 2% Cultizs and Krowledgs Development. He has areviously

epErerTTI R ; served  as Miest=r of Cultimes, Youdy and Soeid

H . Shyskeh Hamdon Bon 2 aberad AN shares, 3% B : q ¢
- — Dovclopmert and Miweter of Iipher Education and

HE Sheikd Snroor Biw 2ds bawsvad A5 Nabpew 7% o - T .
- Seeentelic Research. His Highness is slaging a leading and
It 123 % \ N

e ! cistzguishiad pact wn the ecucatonal  adwancemonts,
Fowign Cam panies 26.1% foeusing on the ol of educabon o schisang
2882 Inrarwatisnd Fivase Cortorution 150% tevelooment and pregress, He adcizonally holds vanous
M7 Flito Mectanaad Corgazuy 11,0 5 §% nhees as Chatman snd e @b Bowed snd Thosts
s 5 6% d2ong with Patonshin of wasious lecal and forsipn

General Public - Local 96% orgardzalions und alfhiale=, =hs Shglress i dlio @ 1sepient
Niminclol Tt okt Intuiing aawsd === :»' P.}ldstm‘s h:s_:,'.\:_st cimlian ma.r.d_. *.1'.:4 1 Z;‘la%fc-Pa%:stulf',
Fuads winch was confexzed uson i in 2005 for lus
Associated Companies 6% coatrbutca to tiz cconcnic prowth of Pastan,

Public Sector Companies and Corporat %

Odhers 17%
Total 100.0%

o board ovessass nank eporshons Hwcugh five boand
T ol nk oporibons fiw vl
committees, tumely: Board Audt Cemounse (BAC),

Soard Strazzgy and Fmarncs Committee (BSFT), Board

Hirnan Resowes Commill=s ard Nesmunahon Commmlles
Shazsholding ol the Sank i primucly cwned by the Abu (BHR&NC) Besrd Risk Managsmer: Commuttas (BRMC)

Pk Geoup [ADG], mempsng same of b= precsimerl.
memders of UAS's ruling famdy and
Intcenaticns]l Finance Corperstion holds 163% of e Tuable 03 Baand Cammitis
Danx's shagehciding while 55% i held by 3M/s. Electo

and Boxid Campersaion Commmilles (B30

ding busiiessmer:,

Y O LAty Ty Al
Mechanical Company LLC, = ey folnhor. compary halit & M - - M ¢
operating :n the United Avab Emicazes (UAE), Mutawa
Ehalid
‘Table 02: Board of Discctoss Laon 0 " M - e
Zaesd Al
Otaska
D111 Bhaiks Nahapan s
“haiz Hestrics
MMabazak Al Mahagan hmlerrin Sc:mi; M M
Sbcirlla Nasses D lawaitsel S HNea Hzeruswe 13weactor sy "l':S:”"
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el
Cureshi b ht

Famon -
Y. Muza

X4 M

Anf Rapars

CED) X 0 M

The Senicr Marsgement team st BAFL is led by Mr. Asif
Bayera, Lhe (sl Exeoalve O e RO N, DBaws wss
sppaintsd CEQ in Ociober2017 and has  sigrmacant
expeiencs s (e banXing sscler 2l vanous  seno
manspomeont positons. These peetons hawe acludad
President of Abu LChab: Greup (Fakistan), Zresident of
Sonzu Banks and MCE Bank in Falustan and Regional
Hezd for Obgoup o1 the Cenhsl ard Eastem Earone
regicn. Other senic: management team members comprise

expraenes] profesminoals wha have beer asincialed wils

the bank for a number of yaams.

Armiial Financisl Statements for the Vear 2015 wers
auckiced by KIPMG MTasee: Had & Co, (hatersd
HAocomntsnls, BAFL has a Shes'sh Advisary Board (SAS)
Jut compnses three membems. The 5A3 s chared by
Muit Fhall Ahmcd Aazau, a saswnod schclar in dw
Islanue Boandung ndustry znd meludes Mute Malub ul Hag
Sidctont and Muft Ovais Almed Qaz.. The latter 35 &
restdent member przsent mn Karach, Pelastan and 12 2
grackzate Trom Jamia Darel Uleom,

Risk

The Rusk Greup at BAFL i heaced by the Thuel Rk
Offizer (CRC; M Suhal Yagoob Fun, CFA Rk is
seprepated o four Divicons: i) Credis, &) Rk
Maragemant, i) Crediz Polcy & MIS (lanagement

-

s :
sl Control s one

Infenznation Spulen), and, iv) I
The Crectt Donsion includes a Cosporats, Islamic and a
Aebsi. Urit, Tha latker 15 salit remonally hebween sonth an
Retsil Urit, Th= lath t remonally heks d

norzh (nesth enzompassaeg the centrsl mgion a5 welll,

The Risk Marsgement Dimsion inchides Macre Creckt
Risk Depsatmenl, Maksl Risk Depaalmenl, Liquekly R=k
Depsrtment, Coerationsl Riss Cepartment, [T Secunty
Eisk Departnent and Ernviiormerlal
Theoough tus Donsion, De banls monters and manages

Hisk epurzner.

wanons sk factors on entemsnse level To focus on
winous  niss  factors, ssysal commitbees have  been
established, nazely Cenual Credt Ceemmutize (CUC),

-~

Trveslmenl, Coemrmibies AZC0 1T Stestng Comrli=e,

and Contrel & Complance Comeuttes,

The bank Las sevamped thew caedit rak delepation model
as emcompassed e Delegation Aathonty Matox past

of the Credir O

erabons Manusl). Aoprowval authenty s

deleguted o méwiduals bused on thenr semmenty/ exedic
cxpedence and  osk matwry and asmiount of cxpoeums
NMorsover, mancing tmit 1o clents s 3lso & fanchon of

the nsk muag.

The CCC 55 cerzzal be Arencing operations of BAFL. The
coxnmitlee  comprises  lm key  osemien  msnagement
persernel  incleding the CED  (Chaimman of the
aennitles), CRO, Gronp Head Oonarale & Investmen)
Bankng and Gioup Hesd Treasmy & FI. The CCC
mesls on oa meechly basis Lo eview cxedil potiobos of
wasious busaizss sagments, besicks tasing care of approva
tzems. Post zevamping of financiol authonty delegation, the
committec  approves any  oxposkie w0 a specific
goupfoblbgor over Rs. 2.5b. Furhsmmors, all nem
parforning loans (INFLs) of aver Rs, [00m are direced te
1l ole

e commmmllies o1 ymaew. Cones i oare sracls

of: 4 majozity basis,
Information Technology (I.T)

The LT deparkment of BAFL 15 keaded by the Chued
Infommanon Oficer (CIO), Mr Moele Hasan Zhan The

cenarmenl i zegmled o the olowirg Gve dvisions:

t. LT Opcuation: BATL i cuzzaatly emplopng the
Temencs T24 Cors Bansing Systam, The demsion
Leazs.

Furthemmors, the division provides bsck oifice

smaoth  opesbon of lhe

suppott fon ol azess ivcluding buck-end credit

< and halp desk spstons,

Lesbon and Entersnse Ascwtecnure The

demsion develops and supposts Alternats-Delwery
Chsrmel (ADC) technnlogy o prowds barking
services to clients “uengh vanous mediums such

as mehile spps, misarel bankrg ard NN,

qdlPage
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Furtbemnors, the dwmsien 1 sosponsible o
develoamg  EBnbepriss  Acchitecthazs (EA), a
Lokslic appzoach Lowssds prneples and practices
ke guids the hark thooagh busivess, nforsshor,
process, and technology changss necessary o
ezocute stmboges.

Business Techneiosy Alorment The goal of the

civision remans o ntegrase LT to the strategy
. by the DBasrd sod Semn
Mamagement for  the ovall

aid  mmsnom

maroved
paloianee,

. Tochooiosy Seomcer The domaier maintans
uskesp of the bank data center slong with
romwosk and communications.

v. Semice Marsgement: The divison oversses 17
governance  complance  and  th:  poject

manage:en’ ofle.

BAFL i cumently operating ca the Temenos T-24 cous

banng system, version R13 while intemshons] opearstions

sra el up om cdilferenl bavkargy syslems. Muansgenenl hes

nlans to bang all wtemational operators on T24 yesion
R16 by end 2017 while cote banking systems employed i
Paksan widl B¢ upprded to vesion R17, whon made
avazlable. For back-end sernces, the bark employs Oracle
ERF. Recently, the bark has impiomerted the Iluman
Capenl Managemens system,

The branch newwork of BAFL 15 cenzralizad weth the Head
Office . Kamchi Branches are promded twe fiber
actwcds conunsctions and o neor avadable, wircless

connectans ars estsblished  Conrechons are dependert

on Lie bandwidth recunsments of branches with prioulies

nlacsd bewards enstamen welaled ansactians, The Kaack
Hezd Oikice mantoing the primary data center whele the
izasien secovey (123) sie s stled sl ke PTEL 0 es 0

Lahors The depastment conducts contimous penetoatica
zesting to Surther enkance secutity measures,

Islamic Banking (1B)

Table 04: BAFL Idamic Banking Bal Sheer

Tiwestniztx 63,078 4.4 2425

Advances 42,519 29.7% 4205¢

rthers 26,921 13.0% 29500 17.5%
Total Asets 142,619 131,497

& cposits 85.1% 105,407 B¢ 3%

vereat 5% 27457 5%

i‘ﬂ R S5 2. 2%

TDR 16.2% 1474 4.0

Ltbers 1e% 1. 2.
LI e 08% 0 0.2%
BI - ase moencunate Q0% 2 0.0%
Cthecs 19,726 14.0% 15,71 12.7%
Total Linlalities 131,951 122,125
Telmuic Banking Fund TR0 1AM
Exchua 8= Trarnlatcer 2 a
Rewrore = .
Cliappecpatal P fit TAM € 464

ERE 5264
Surghiae oo v 1342 1,108

famscts

Net Fyuiry HG08 9,372

Rs, m % Rs, m %
2%

Toedn & Rark Dadaeaees 11230 T2 SAI T2%,

P'otal assel base of the 15 division of BAZL gew 8.5%
amounting to Re 1£3 (2015 Rs. 131%) ar cad-9MIC
Growth as attzbuted towards mnciease deposit tafung
conchcted oy the bank

SAFL 1B opmsles Lwosgh 153 manches rsbonvsads,
sepregated into five gepions, namely South, Multn,
Faizalabad, Labers and Nerth, Zunng FY6, the ban's has
Lad 1o clos: dewn a hand®il of branches on accovnt f

conbrmed (osses.

The iwestment portioho of BATL 13 pomanly comprses
GoP ljarsk Sumils heldings while advances are made
agely o govermment ouwned / baked ojgawisions
Going forward, the cwsion intsads w© focus on Smal and
Medin Enlminiise SME) and cocsianes Goanes  [a

advarces prowth

ZProfit Sefors tax of the divsion for the penod SM16 &l
by 32% and amounced e Rs L.01a (9315 Rz L.Gb).
Contzachien wn spezads has limssed posfitabibkty Jor 15, The
2017 stiategy hus been set bte censolidite the eusent
“zothaold and ezpand hoough rumber of windaows, where

5|Page
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moneng convendonsl branch serscanc] on IB products < Credit Risk
only an incramental cost.
Crrerzll cpedit risk poofile of due barkk has improved on 2
Financial Analysis Emsline baris with r=dnchion i infeckon Jswels, incresss
provisionirg  coversge  snd  hugher  propotior of
Asset Mix History Eovemnment. guasnleed exnosne o advsness poilibhe.
Fuancing potttols comprsss a mux of cogporate, retad
Tahble 05 BAFL. Financial History ipce X 2 4
and consume: ool Whle coneentsbion sk an

advances portfelio omans, the same 3 mutgated by

Caxl % B k Budwreex £ P A% 16% 3 :

TG astEs eI yerm 4%, LT Jnuneing be govemunent prataneed exposures and lengthy
Advances 33 A 39% 3% leackep sclatiorelep with stost coats.

Others % T 9% 6%

Totol Assets 570,405 902,608 743,128 610,614 The pross fnancing sorticdo of BAFL amounnd bz Re
34415 (2075 Rs. 350.4h) ot end-9N16. Major norten of

Foercwings 16% 20 A% 4% the pertfclio s contentrnd i the corporate and Islamuc

Depoats TS% 75% 51% S1% segment. (G16: 63.1%%, 2015 6E.69%) whals rals:] portiha
- - - wn b o 24 /, . - ) 2 )

SubcrdinateZ Loans 1% 1% 1% 278 (eMI& 22..%, 2015 21.3%) repressats the cther msjor

Citherx 4% 5% A% 3%

waaalazbuto:.

Total Linkiktes B11,410 840254 GOS0 578,718

Table O Svgment-wine advances porifolio

Shate Tagital 24% 3% 425 43%
Rz v 2% 23% A5% 2% Re.m ™ i "
Unappropaaed Prota 2% 209 25% ™% = oraiset 18967 is 17,058 4.9 1.8
Shareholder's Equity 47,312 42425 37,824 28,266 Retail 1061 221 73,074 w9 22.3
— ~ i‘:_:‘ nges Lo 1,04 123 12.0
(pris oo tevaluaton L -~ ) .
s a% 20% 16% 1% Copoets | 204408 3¢5 | 1993 579 55,3
Net Equity 58,986 53,353 44,819 31002 F;&:a 12050 13 12349 Fe 4.4
PG
Cthess 1,385 L3 3545 ) 550 1.1
Tolsl asset buse of BAFL has gown sl a CAGR T700% Torad 361,345 350,351 311,505

from R #1155 at end-2010 o Rs. S0Z.6b at end-2015.
Growth kas bean drivan 5y an incrsasing deposit bass that
z Gt -

follewed a CAGR 125% dunrp the same oonod ——
smauntng to Rs. G40.2h at =nd-2018. i P 3 i 5 3
= z l':yp 20 chenlz ol BAFL mumssily cmxnprise govsnmenl.

The asset base of BAFL decreased 5y 3.6% and amountad
2.

to Rs, 870.4b {2015: 90Z2.&) at end-9M 6. Raducton in R ; I :
32.5% of the groes fundad & nea-funded potfolo.

ded

atext AL ened 2015, Lop 20 chenls 1mpress

the ssset sde wss or senount of lower banowings 4t snd
OMI6. Tuwestments and nst advances portfclio recuced, - %
¥ 3 oA s ’1‘ B r : % Oversll seckor sposues soe diversied with Kae larigest
wmeanbing Lo X 4005 and Ry, 3207k (2015 Ra. 423515 . ” s
2 ) sectons] exposue i o the Froducton ad Transmissorn

of Erorgy’ cxcter fellowed Dy the Textle” and "0l & Gas

sexter’. [ dercentage temms, asound 15% of the posichc

and Rs. 334Zb), respechwely, ar end-9M16 Aggrepate
exposure Lo the soverspn by way ol investnents & public
sector advances seprescntad 50.3% [2014: 48.7%) of tonal
assets atend-2015,

it cencentrited i the Poochicton and Tramemission of
Hnmgy’ st Howeves, '.e'ndiﬂg tn 2 angls governent
muaraneed =xposurs tsprssants over 3% of the powe:

S e WLEE  fetaimte elies 1
seclor  exposuie Cexllld  (compoals,  spuming osnd
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weamng) and ‘Ol & Gas' soctor spmsented 1499 and Consumer
9.5% (20°4: Rs, 15.8% snd 3.2%) of the gioss advances

N oz & N (able 08 Consumer Portfolio
poriiohio sl enc-2015, espectvely. Sector-wase infeclon g

nghest in the texlile, fmthzem and ol and ges sectoms.

= B m Gl N.L Hen L N
Gicss mnfechion levels m textile and o] & gas sectom stocd Cobde AN 1m% Ao ] AME Lom o
at 7.9% and 7006 (2014 6.5% and 133%4) &t and-2015, At S T
respectvely. Acccupang for prowaoning, net wfzchon oo Shiwes e e B N\ e )
stocd at Q4% and Z9% 2014 1.0% snd 8.1%;, e e
. Towsd B WL e s (LEIL S e
1espechvely.
a ; Sector-wise advances o Comsienem nortolio wlnesssd growth ol 2796 diong
Takle 0%: S ise ad poutioli ¢ : I I 1 gowth of 27% desing
B o Y ‘na avy ¥ = a2l At
wmis EMIE vtk growty Baing doven by the personal loan
Sector T %  NPLs SP, GIL NL scpment. I absclute toms, growth has been watossed
Proxs, et acgoss all thges mgjor sepments of the potfclic. Secuge
Tenzmismen | J2851  10.4% - 2 0.0% 2% consumer portfolo represented arcund two-thued of
11"?1.’1&‘ . ORE o )
sl LTI ]x::l.l:;lu: walh 21l segmenl comy
Texztls* 51,092 14.9% 4105 2354 T58% 14% e £ B 5
around half of the conmmer porfolio at erd 6014,
Ol & Tk MA 5% 2201 1R T 2%
Agrhsinee 28426 TA% 265 150 L2% 6% Unszeciired nersonal loans resprss=nt around cns-tent of
Factilisecs 10761 4% 791 94 1a% 0% the pertfelio Pexscnal Loan product is tazpeted prmanly
Heor R Allied bewates ssoaned mdnadisls wnk parnms loan amoant
Poos &Allies | jpacn 369 273 28 2% A7

Piccucts set at Rs. S0000/- equieng a salizy of Rs. 50,000/-
Toul 345,490 18455 15453 S54%  0.9% Maakun chazged againsl Lhe prexdaet can vay bels
w4 24% a'5ove One-Year KIBOR

Sector Rs.m % NIPLs S.P, GIL NIL

P s 10

remern rtsinzhonal
Trsrisncn 48,627 142% 1 - 0.0% 2% 5 o—
uf Bnmgy The bark ouzsntly hss exposw= in thres  formign
Text:ls* 54108 158% 352 apm 65%  10% counizes, numely Bangladesh, Bahusin and Atghascstan
Chil e Do M98 40% RE Y 120 1352% 31% Groms mismational porlcho wimessed 2 dechine al end
s 2= vearend'2015 i i o
Agnbisinos MASS 2% 438 56 Lé%  13% June2006 wisd-ms at year-end'2015. Beng present
2ang! 2 sice 2005, the ban's has develo; 1z2able
Feilizess 506 2a%m 71 o4 oen  1ew| -2ngladesh: since 2005, th e '.‘,f:.‘mi,a aipotble
T T E—— = e T custe:mer basz represanting 7% (2015 T2%) of the totl
Prociicts s i = ! e intemationa. portfolie. Howewer, compzttion i the
Total 304,348 VAR 3601 64%  2.0% banlzuzy scctor is hugh wats the bank forvsed prmad'y on
*Teisk malwdis mwaite, svausap 2ad Fedvig ron-fund based Qusinsss,
5P Speise Vrovisonigg
Gl = Gorors Unfectaon Table 0% International Operations
T = Nut Infiction
Country Rx m G NI | Re.m G.1 NI
G [ozward, BARL mtends Lo grow its corpoiats baek Eanglazesh | 95055 8%, Li% | 10242 6.1% 1.1%

to chenis weth stroag dsk pro
courterpartics agaunst which the Bank has had satisfactosy
wendling relabcrshups in dhe past.

and aganst B:heair 1653 CO% 00% 2115 0.0% 2.0%
Lfghmustan B0 00% 0.OW 1592 0.0% 2.0%
Toeal 1205) Z9% 08 | 14048 4.4% 1.0%
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Durng 2006, BATL has cigruficantly recuced its pertfcic
m Afgharistan given the sscunty siziabon in Exe connbry.
BAFL opsmat= wih 1 whelesale backing brach in
Balisin with narticho smouekng o Re. 167k sl end

June'201€6. Gewg forward, the bank wntends to begin

operations in Dba in 2017,

s 5A4% 34% 4% 0.6% 39%
nreztion

MetInfection 1960 Q9% 20%  21%  35%

Fronocrurng

NI BTW TRAWN TZT %
Covenge

Assst qusiity indicators of the bans havs port'd grach:al
and contwcus Lmprovamen: over the last 4 yeoam
Growth m franong pottols and hagher pron 'mew‘._
chagge has issulted m inprovement i giess and net
milmaon mdheaiors, Gross milechon has dechnesd L 24%
at end-9M 16 winle ret wfection reduced to 1.0%. At end-
oM is, prc'ﬂsx-"m covesge (oversl) increased to 87.5%
as cempazad to 85% at end-2022.

Basad on the Oblpater sk Ratnp (CRR). 35% of te
corporabs Doniolio iss in the low-madivm nsx levels wath
srcund conc-tenth  compusig  watch  lLst  sxposures.
Infechon i ths conmme: portishe comnstes favorsbly ke

ndustry average, Wich mest of the landing in the pescral

lan calmgory heng undsstaker: dising NG, assel quably
midicatoss of the same wil be ewmdent ag porticlio motires,

Tnvestment Portfolio

The investmen: po:tfcio of BAFL at marker walue
amounted wo Rs. 409,56 (2015: Rs. 423..b) ax end-SM1&,
The sorfelio samarly comprsss fxed wcome cxposures
representing aimost 98% of tha total inves'mer: porsialic,

Tabde 11: Tnvesmsent Partfahio w mearkor vidue

Rs. m % Rs. m Ya

Tiederal Secnrities 359,813 87.9% | 381,219 90.1%

PR | 238073 g% | 235,075  354%
ol frrad Skdewde B R A2% 25767 62%

T-0¢%% 05,227 15.5% 92433 A%

Ctber Gowerneseat

Caiss A % D5, (N33 O 1%
Overseas 31,900 7.8% | 25969 6.1%
Croswrampent Secaritns 19639 £ 8% 13,805 3%
Pokyctge Bors $sad 2295 0.0% 3831 4%
Vowd: § Swwactr 0BT 3 2.4% 4,379 1 5%
Ordinary Shares 7478 1.8% 3,787 14%
Lirted 7136 L% 3,783 19%
{Jeduted 22 it & (AR
Preference Shares - 300 0.1%

Tasted

Uwiirted - J0G 6%
Fixed Income 6,626 1.6% 6,185 L5%
TR s J1s 0. 7% 483 2%

Swbwds Bswdz - Corporste 63" 1.2% J.503 2%

Mutual Funds* 1276 03% | 1372 03%

Associates &

Subsidiaries**
Others 486 0.1% - 0.0%
Total 49,547 423, UMy

v _.Wr'-ra ar aurocrales @ swbndanes
*¥Liednding wtwa! ;xn'd' merteent

‘nveshmenl m govesinert secunliss amountsd to Rs
360b (2015 Rs. 281b) a: end-9M18 ropresersng 83%
(2105; 3064) of the portfobo, While increass was witnsssed
in PI2 heldings, wzposure to T-Bille declined. The PIB
portiolo of BAFL teprasents 58% (2015: 56%4) oo the tots!
pottiolo and amounted te R Z38b 2005 Rs. 2255) at
md D316, Dnsien of the pololio st end SMIG

pwgeased te 1.98 peaze (2015 161
on the PID '>./r.tohc- at erd-9018 &
(2015: Rs. &

years). Unzenlized g
:mounsad 1o Re 86k
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Vi coedit ok conanatiag from dho mvsstment posticlo
5 constdered Jow weth sizeable investment in govermment
secitilies, exposure to maket nsk has incisased on g

Gmsine bass welh wosase modimation

The ovmsess poallols conprass Gxed meome mstsensnl,
exposure 1 federsl povemmment secuzbes of Bahaa,
Kazishstan, Afghaestan, Sangladesh,  Mexco  and
Indenests; on 2 ccasobdatzd bass they sepresent sbeut
4.8% [2015: 3.2%) of the poatioke st end-9M 16 The bank
mawttans 2 sizcable mvestmen: i laneaanonsl cosporats

Honds incr=asing to Rs, 10b (2003 Rs, 6b),

The ank helds an egquity portalic amountng to Rs. 7.25
2015: Rs. 5.8b) at end-SM1€ which prmari’y comprscs

comenerezal barks, nower, ol & g and 1.l estsle. The
equity porttclic represerss 12.2% (2015 10.8%) of the
Dank’s el squely, slend SMI1G. U'hie skl tns mnanalgg

from the norticlio 15 d==ms=d msrageabl=

Tnwvestments m associates and subsidkanes are classifisd 55

stratege westnents. 'Thess pwlude heldings m Alfalah
GHP s, Ward Teecom, MJlsk Secoanlas oard

Sappluge Wind Powe: Company Linuted
Liquidity & Funding

Liquedity profls of taw bank is strong s5 reflectsd in sn
anproving depesito: prolile will mersase mproporzan of
nom asmeRtve ek accounts and lowss dsnomto
concentrzbon levels. Sizeskle liquud assets carned on the

Haluswce sheel Fizibea suppol the bani’s Lipadity pralile

The depoml base o BAKL has gowr al = CAGH of
12.6% for the peacd 2013-2005 amounting to Re. §40.25
at end-2015, Lepos:t bage at end-2015 1evresents 2 matket
shas of 6.2% (2014 6.7%). Total deposite wibacszod only
a slight growth duneg 9M16 and amounted te Rz 641.1b,
Grewth at depesit base cuaring 2015 and 9M 16 has lagged
Hehind industiy growth, As per managsment, this s paik of
a celdderste strategy to further improve deposit prozils and
sriansge smeads inoa low inlement sle snvirommnent snd in

the backd:op of signefeant commpetton for lending mtes,

Table 12: Deposas luase

Rs.m % Rs, m % Rs, m %

Tanenr BAEOR 50T% | 224765 ST | 213500
I-Tavmsx a1 S5.6% 210,563 46,118
Fixed 121637 15.0% | 137504 215% | 183480
Oithess A6 TES 3.7% 57421 S0% 2T A0

Towld
Depos

41,441 40), 189 2,963

CA 393% 229 X

Deposit pofile has wimessed sigriicant imarovament
wnth raducton : high cest fixad deposit and growth
rom rermnsralive murenl secowats [CA), CA rspresented
39.7% {2015: 36,7%) of the votal deposit bass at end-SM16
winle DASA (cuttenl aovounl sunngs sceounl) compsed
T5.3% (2015: €5.5%, 2014 68.3%) of the depost ase.
Resullently, cost of deaosiis of Lie bark fell frem 5.15% at
cugng 201 to 31% chng 93{16 2015 40%). Nan-
ramuneratve CA porkon of BATL stands kighsst amangst
paers.

Table 15: Peer comparison

ey

0% . 314% I59% 255% 203%

CASA 753%  547% W% T1A% TAT%  T4i% . TL1%

Table 14: Depositor Coacentration

Rs, m % Rs.m o Rs.m %

Lacgest 12,069 LS% 12702 25% 7,123 1L2%

Tep 10 35,183 SE%R 65912 12.3% 56294 94%

Tep 20 83,593 13.5% S2EVE 14.5% 9140 152%

Tep 50 151611  200% | 137154 Z14% | 140306

Total

Deposits | 544441

640,189 602,963

Diepositor cancentraton for BAFL has improved ower the
lsst ooy yeats with focius on relsil denosits. hale
corpombe denosits have decreased from Rs, 107.3b at end-
2014 1o Rs. BAGb sl end GG (2000 1058k), celul

cenosits have rcreased fiom Rs. 370.45 at end-2014 1 Rs.
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401.4b ar xad-6M1¢ 2015 Re. 392.3). Subscguently, top

% (2015 21,£%) of the

) deoomts amountad bo 20,

depasnt base al end-SMI1E.

“T'able 15: International Deposits

Tohl 35,655 36,675 37,368

BAFL has set up sever: nranches i Bangladesh and an
addibonal thrse branches in Afgharsstan ko conchct
atepatcnal oponations. Fudthomore, the bank has o
Wholesale Barsing Unit opemtng i Bahian. Deposits
moblized from owersess opemtions have witnessed a

slight deline ana bmesline basis,

VAlE limited gowlh noadvaoess and depomils, AR
{Gross Advarces bto Denceis ko) of ths back hss
1mnsined slable al 53.60% (2075 SLO%, 2012 4E5%) «L
end-SM1E. Ar aad-6MIE, demestuc and owvesszas ADR
stoed at 5L.8% (2013 HA6%; 2004 5L4%) und 338%
(2015: 38.3%; 2014 37.4%;), ;epcctvdy.

Tolsl borzowing: ol the BAFL agnifcatly deoppesd sl
end-IMLE amountury to Re. 128.0b (2105 Rs. 17240y
201& Re, 55.2%). Increase in borrowings durng 20.5 was
on accouit of repe 2orrewings m arder avadl D asntrage
oppertunity givan the diffsvennal n discount mte and rabes

on PlBs. WAlh lowm  wimbage  oppoiloaly,  epo
bortowings bksve declosd 2t end 9M1G Resmsining
bouowigs bave besn mobilized Jeem State Bunk of
Paleswmn (SBF) for wadous <chemes such as Expest
Refrunce, LongTemm Fmance for Esper: Ouentsd
Frojzcts and Long-Term Finacce Faclity,

Table 16: BAFL Term Finance Certificates

L3R \- 8 years
230bps or 1536 2009
payable  semi-
uzwally
TRCV 6M-FI30R =  Feb P 3 yems
125bps 2015

The 5ank currentdy kas owo Tom Finacce Certficates
(TFCs) onsstanding smonnhng o a consclidatsd Rs. 2,98k
a. end-INILE (o assie both weie woath Re Sb, esch).

These ate siorcdinalad i natare.

wls (adjusled (o1 collalszal) incimsed 1o s 319b
(2015 Rs. 2925 at end-9M16. Wik awccease m lLiqud
assels and decline o deg & e
bz total depests & bemownngs (adjusted for mpo)

inerezsed be 479 (2015: 4295) at end-SMIC

sywinyggs, Hoad asssls

Sazed on contrzctual mmatunty of assels and Lialxlities, the
bank has & siprificant mismatch of Re 54240 (201%
musmatzh Rz, 3831b) i the ore menth bucket dus to the
saort berm nature of deposis. On an svemge of up 1 one

ye=t, e mismalch amourtsd in 35 258 1h,
Capitalization

Table 17: BAFL Equity beeak-wp

Shiwe Capzal 13952 15398 15872

Rezezves 15540 14164 12338

IInsppropriated Profis 15310 12363 9613
Shareholder's Equity 47312 42,425 37,824

Surpies on cevalation
lasacts
NerEquiry 58,986 53,333 44,819

11675 10,928 6533

Share Capital of BAFL amounted o Rs. 16.0b ar end-
SMI16 2015 Re. 159 2004 s 153Dh). Accountng for
reserves and retaned profits, equity bass stood st Rs
L3 2005: Rs A2.41 2014: R,
om r=mhakon o asssls, n=k spuky ncreassd 1o Rs 520k
(2015: 53.45; 2014 Re. 44.8b) at end-9M16. Growh in
cquity Dasc 15 attobutod towssds rotained profits and
incgesse mosugplis on mvaluation of assets Sumplus on

.
).
’

uckizy swplus

savalushon of asscts emanstss fom govemmen: secuuties
and eperatury fiwed asscts,
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Table 18: BAFL Capaed Rutiox

Achd  Reg @M6) | Actd Reg. Acwd | Regelaied
1208 % LALLAY R anms L D 2%
10385 TN TN AN AT 0%
1431% 10255 1340%  105% | 1z 1002%

Caprsl Adsgpsey Rske [CAR] of he ek inciessed sl

end-SM1E to 1£51% (2015 l‘- 4 |°/c;, wel abowe the Sept-

2018 regulavory roquirement of 10.25%. Tier-i CAR las
alse witnessed roticzable improvement while leverspe rano
stoed at 3 '\F/J 2015; 3.£.%; 2014: 3 |"’.u

Profitability

Operating oreftit! of the bank decled to R 59 OM15:
Rs. 13.2b} chazing 93216, The reduction i operating profit
Detwreen the two perods is atbabutad towards growth i
sdministrative sxperses. Howewer, acccunting for lowsr
menisions and highs: cspital gans, mofil befme lax wss
‘ugher ard amount=d to Rs, 1062 (SM15 Rs. 10.3b)
unry 16

Talle 19: BAPL Spreals

fuvg. Retun on

piatlss TE%  9.2% | 888% 10.25%
f:\nhﬁs ARISTR

Cost of Deponts 2% A2% | f0P6 5.15%
Cast of Sunds 2% AS% | 263% L%
Swecads 28% 43% | £24%  442%

The Sank camod Re. 424k (SM15: Rs. 422b) on magdsus
beasng agsets genenabing a rebimn of 7.5% (22415 9.29%)
for 3M15, The reduction in retum on matk-up 2carng

sssels was on acemml of dechine imoaverags KIBOR Gom
T.62% (SMIS avemge) to 623% (IM1G avemage) and
spmilicw. compellzon b ledogy cates walha the

Danming sacter,

Operating Loz — Hecwermg lncome (Mot Mack wp mesme + biee
conmessaion iwconms + A wdend entsme — ncinss frome X deatings)
Adminulraln: egense

ith an improwed desostt mex and decline b inzerest atcs,

(R

st expanse on depos:t snd Homewings amounted to
e 2185 (2M15: Rs. 25.0bj for L pencd 2MI1G Depost
coal cednmed 1o 309 ML A2%) duerg OMIG
Accounhng for borrewings, ovesall cost of Nundng stoed
a= 3.7% (9M15: 4.8%; for the sazie pedod,

Giver: thal. deckne i milessl experse wes lighe: than
taterest capaed, et interest mcome wimessed an increased
te Re. 2171 (975 Rs. 21.7L) dunng 9MI1G. This equates

Ve

z a spezad of 3.8 ry.'..l 5: 43%; for ©ac penod.

Table 20: BAFL Operating Profit

r
—
o
w
-1
o

5

et anterest cieome 1,240 | 28648 20,873

Heae commission R

3366 3,280 % 335
Lzoketuge inzome 8PS 2R3011) 4385 4285

Drividend meeene 451 418 34 02
meoms from T -

BR® 1,165 1,379 2,043
deadings o i T

Recurring Income 26,392 26,123 | 34926 28,794

Scdminczrative

v
~
Y
o
o

15913 | 2095¢ 20,101

Zxpensss
Operating Profit 8933 10,208 | 12970 8,694
Efficiency 66% 61% | 3% 0%

Recusang incemie gencraxd by BAFL smaned ac
prsnons ymars level sk Ra 26.4h (IM13: Rs. 26.1%) for
SMIE. Fee, commission & brokersgs income, though
suesahie b Fs 34Ab (BMILE Rs 32h) for e rzoe mmanth
pened, tepresents 15.5% [ShI15: 15.5%) of NIL
Administiative sxpers=s grew by 2.7% and amount=d o
Fu 1050 (2M15: Hs. 15.9b] for the pened 9M 16 Gaowth
i1 exprnses 15 Deng doven hy iemesses o ‘sslanes &
wapges', Hegher expetiss bage =5 a lunctica of sizaable
cmpleyos rclatzd costs. Zfficiency? ratic of dhe bank
pcgzzsed te 66% (P15 61%) for the serod SMIG

T Zilezeney = Accunistulive capanscs [ Rocuzing conw
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Totsl provisiorng, taken &

335m (OM 1% Fs 1.35h)

ausst assote amouated to Fs.

wing M6 Addibiona

guns aganst sale of mvestments messased o Kso L/

SNE Rs 1.30) for Khe ssine preood

Geang forwand, mepasure o high yielding 2185 snd declrs

f depesits bodes well Jor profitabhity of the banx.

ver, m the buckdiom ol low  tiless.  ale

petiton  for lending  mates,

envionmeent and <
iolablly gowth s expected to z=nan hmited. In this

regard mantaiung  acknunsTrany:

crponscs wndua
mansgeable Jevels 15 consider=d importan
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Bank Alfalah Limited Appendix |
FINANCTAL SUMMARY
BALANCE SHEET 30 Sept'16 314 Dec'15 314 Dec'l4
Total Investments 210 423 328
Advances 328 A0 25
Toral Assets 370 w3 T¢3
Borrowings .28 172 55
Deposits & other accounis 341 640 I
Subordinated Loans 10 17 0
Tier-1 Equity 41 37 23
Net Worthncluding Ssrdlios an resaluation of assls) 54 53 iy
INCOME STATEMENT 30tk Sept'16 314 Dec'15 31 Dec'l4
Net Mark-up Income 22 29 22
Net Provisioning ] 2
Noun-Matkup Income 7 9 2
Operating Expenses 13 23 2t
Profit Before 'I'ax 11 13 3
Profit After Tax G 3 g
RATIO ANALYSIS 30 Sepc’16 31% Dec'15 31+ Dec'14
Market Share (Advances) (%3) Nfa G % G.4%
Market Share (Depaosiix) (Ya) N/ 6.5% G.7%
Gross Infection (%3) 5.4% S 4% 6.4%
Total Provisioning Coverage (%o) Ei.5% 31.1% 13.8%
Net Infection (*4) 1.0% 0.9% 2 0%
Cost of deposits (Vo) 3.1% 400% 5.15%
Net NPLs to Tier-1 Capital (Vo) 7.6% 0% 17.1%
Capital Adequacy Ratio (CA.R (%)) 14.51% 13.40% 12.75%
Markup Spreads (“o) 38% L24% LAY
Efficiency (*o) £6% 3% 0%
ROAA (%) 0.7% 0.9% U.83%
ROAE (%0) 14054 187% 14.07%
Tiquid Assets to Deposits & Borrowings (%) 49.3% 42 % 51.6%
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ISSUE/ISSUER RATING SCALE & DEFINITIONS Appendix Il

Medium to Loag-Term

aaa

Highest credit quaiity; the risk factors are neglipible, beng only
shghtly more than for nsk-free Government of Sakistan's debt.
Als, AA, AS-

High credit guaiity; Protection factors are strong. Rk 5 moc-
5T Bt may vary slightly from Deng 10 tme bacause of eco-
A, A A

Good credit quality, Protection factors are adequate. Risk fac-
tors may vary with p inthe

BB+, 888, BES-
Adequate credit quality, Frotection factors are reasonsble and
sufhcient. Risk factors are considered variabie # changes occur
0 the aconcmy

B8+, BB, BO-

Obiiganons desmed likely 1o be mat. Protection factors are
capable of hening If changes occur » the y Overald
quality may move up or down frequently within this category.
5, 8,8

Obligations deerved less ihely t0 be met. Protection factors are

Short-Torm

Als

Highest certamty of imely payment; Short-term Liquidity, in-
Cudng iternal operamng factors and /or 3ccess 10 aemative
scorces of funds, s outstanding and safety is juat delow risk
free Government of Pakistan’s short-term oblgations.

&3

Migh certainty of mely payment, Liquidty factors are exces
lent and supp: by good i pr factors
=isk factors are minor

A2

Good certainty of tmely payment. Liguedity factors and com-
pany fundamentals are sound AC0e45 10 Capital markets 5
good. Risk factors are small

A3

Satisfactory Squidity snd other protection factors qualify ent-
©es / issues 35 to investment grade. Risk factors are larger and
SUBECT 1O MOrs war 55, Densly pay is
espected

B

capable of fluctuating widely f changes occur in the
Ovenall guality may move up of down frequently witha this
category or mto higher or lower rating grade.

o

Considerable uncertainty exsts 10wards mesting the obigs-
tons, Protechon factors are scarce and risk may be substantal.
cc

& high defait rnk

c

& very high default rish

o
Defaulted oblgations

WS LUquidity may not be
Mwmnm&u.«ad&w

caoomyfot time'y payment of obligations is doubtful.

RANNE Watch: X245 places snmmes and 55085 00 ‘Ranng
vaanch’ when it deems that there are conditions present that

of the assigned rating(s). Refer to cur
‘Criteria for Ranng Watch' for detals www joreis com pi/im-
ages/criteria_watch pdf

Rating Outlooks: The three outiocks ‘Positive’, ‘Stable’ and
egative’ qualify the p ial direction of the assigned
ranngis). As cutiook is not necessarily 3 precursor of 3 raang
change. Refer 10 owr 'Craeria for Rating Outlook” for details
www_jcrvis com.pk/images/criteria_outiook pdf

(SO) Ratimg: A suffix (50} is added to the ratmgs of ‘structured’
securibes where the servicing of debt and related cblga-
mons s Dacked by some son of inancial assets and/or cradie
W‘ﬁmommvtohtumm The suffix (s0),

d for that the rating
mmmamumammmm
transacsion that enhanced the credit guality of the securities

And not on the bats of the Credt quaity of the Ssuing sanity
alone.

P Rating: & 'p’ rating © assigned to entities, where the
management has not requested 3 ranng, however, agrees to
provide informanional support. A ‘p' rating is shown with a 'p’
subscript and is publicly disclosed. 1t is not madfied by s plus
() or 3 manus {+) sign which indicates relatwe standing within 2
FARNE GLEGOry OUTIook i§ A0T X5 gNed 10 thase RONgs. Refsr
%0 our 'Policy for Private Ratings’ for details. www jcrvis.com.
pi/Images/policy_ratings paf

SO’ Rating: An ‘SO’ rating is assigned when JCR-VIS believes
that the ratee has selectvely defauited on 3 specific ssue or
OOEZAtON bust it will continue 10 Meet A3 payment obligations
on other izsues or cbiigation: in 3 imely manner.
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REGULATORY DISCLOSURES Appendix Il

Name of Rated Entity Bank Alfalah Limited

Sector Commercial Banks

Type of Relationship Solicited

Purpose of Rating Entity rating

Rating Histary Rating Date Medions th Short Term Rating Outlook Rating Actlon

Long Term
RATING TYPE: ENTITY
20/02/2017 AN+ A+ Stable Initial

Instrument Structure N/a.

Statement by the Rating Team JCRVIS, the analysts invohwed in the rating process and rmembiers of its rating cormmitter da nat
have any corflict of interest relating to the credit ratingls) menticned herein, This rating is an
ppinian an credt quality anly and 5 not 2 recommendation to buy or sell any securities

Probabitity of Default JCRVIS' ratings opinions express ordinal ranking of risk, from strongest 1o weakest, within a
universe of credit risk. Ratings are not Intended as guarantees of credit quality or as exact
measures of the prabability that 3 particular issuer or particular debt issue will default

Disdaimer Information herein was abtaned from sources believed to be sccurate and reliable; hawever,
JCRVIS does not guarantee the accuracy, adequacy or completeness of ary information and is
not responsible for any errors or omissions or for the results obtained from the use of such
information. JCR-VIS is not an NRSRC and its ratings are not NRSRO credt ratings. Copyright
2017 ICR-VIS Credit Rating Company Limited. All rights reserved. Contents may be wsed by
news media with credit to ICR-VIS.

15 ' Page
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Rating Report
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RATING REPORT
Bank Alfalah Limited
REPORT DATE:
November 15, 2017 RATING DETAILS
Tier-1 TFC Rating

RATING ANALYSTS: Rating Category Long-term
Talka Igbal Tier-1 TFC AA-
talhaighaf@yervis.comple

Rating Outlook Stable

Rzrin& Daie &% November, 2017

COMPANY INFORMATION

Incorporated in 1992 External auditors: KPMG 'asces Had: & Co. Chastered
Accountsnts
Public Limited Company Chairman of the Board: Mr. HH. Sheikh Nahayan

Mabarsk Al Nahayan

Key Sharcholders (with stake 5% or more):

Chief Executive Officer: Mr. Nawnun Ansan

H.H. Sheikh Nahayan Mabarak Al Nahayan,
Chairman —10.72%

FLIL Sheikh Iamdan Bin Mubaruk Al Nahayan, —
§.42%

H.E. Sheikh Survor Bin Mohammad Al Nahyun —
7.16%

M/s. Electro Mechanical Company LLC - 5.47%

M/x. Internati 1Fi Carporution — 14.81%

‘\l’l’ Ll(,ABLL ML I'HODOLOGY
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Rating Report

Bank Alfalah Limited (BAFL)

OVERVIEW OF
THE
INSTITUTION

RATING RATIONALE

158 branches), 11
oversess branches
(Sept’16: 10
branches).

Bsnk Alfslsh  Bank Al(slsh Limited [BAFL) had s market shase of 5.5% in domestic deposits at end-Sept’17
Tarrzted (BAFI.) s with strong dameshic oprIalions and (mnchase. Stn:mg (acus on unproving deposit mmux hus
apublic limsted  resulted i healthy growth in CASA deposits with proportion of non-renminerative curcent
cammpany with  accounts at 42.4% al end Sep'2017 beng ghesl wnongst peer banks. Beswdes domestc
maonty  operations, the Bank also has preience :m the overseas market {Banpladesh, Afghanstan and
shaseholding held  Bahrain) and has slso launched Dubs opecstions dusing the angoing year. BAFL also enjoys a
by Abu Dhabn  sizeable Islarmae footprint with 18% cantnbution to totd deposils &t end Sep’2017. Product
Group (ADG), portolio of the Bank is extensive while BAFL's strong correspondent banking netwosk
compusmg some of  [achtates 1 providing comprehensive trade services [or s dients. Thas as reflected w baghest
the propanent [ee compussion meome i the peer gzoup. Going forward, Xey fecus areas wdude SME
members of UAE's  lending, trensaction barking and shill 1owards dygital banking.
ruling famuly and
leading  The Instrument BAFL iz m the process of isswng a lstwed, perpetual, unsecured,
businessenenr subosdmated, son-axmilative agd canbngest convertble debl mstnrness aoounting up 1o
Rs. 7.0b {nclusve of Green Shoe Option of Rs. 2.0b). The T¥C will carzy mark up at
At end-Sept’17, the  KIBOR+1.5%. The issue proceeds will contsbute towards the bank’s additional Tier-1 capatsl
bank was operatng  and will be utlzed towards enhancement of the bank’s busmess operations.
out of 482
conventonal  Priority: In teans of poosty of cdarns, BAFL's Tier 1 wmstnenent will rank shead of disms of
branches v'16:  ordinacy sharcholders but bedow the bank's senter cred:tors, induding depositors and holdess
486), 151 Iddamic  of Ties 2 TFC.
branches (Sept'i6:

Non-performance risk: ‘lies- 1 instruments aze characterized by higher non-performance risk
vis-dvis Tier 2 mslauments on account of wssuer having full diseretion an cowon payments,
mterest serviang frem only profts foz the year md conversion feature m the event of pre
specified trigger events in teans of regulatory requirerments. While the repulatory (ramework
may not consider a mussed coupon payment as a defanlty the czedit rahng methodolegy

BAFL has cxposure  employed by JCR-VIS weould teeat such missed payments as an event of default In nosmal
in four [oregm course of business, JCR- VIS brlieves thatl chusees of nan-pesfoonance nsk are consdered
countnes, namely:  temote given healthy profitabibity and capital buffecs which will be enhanced fusther post
Bangladesh,  issusnce of Tier-1 TFC, Despite existence of full coupon discretion, exercising the feature is
Afphanistan, Dubat  not censtdezed likely in nozmal coucie of busness ai it will hamper future fund rmang ability

and Bahran  of the Bank.

(Wholesale Bank:ng

Unit).  Credit Risk: Major porton of the Bank’s assets comprise exposure to the sovercign/public

soctar. Aggregale exposure to the sovercign / public seclor by way nvestments 8 advances
tepresents over halfl of total assets. Cerporate loan book continues 1o taman the mamnstay of
the Bank’s lending operation while aggrepate financing to consumer and SMI sepment
represenls uround one-lenth: of the l'uuu;cnlg pu:ifulia. Overall secloml exposuzes ace
divessified. While concentration nisk in advances porticlio somains, the same is matgated by
financing, to government guaranteed exposures and lengthy lending relationship with most
clients. Gross financinp postfolic depicted an merease of 20.4% dunng the last one year
(Sep’17 vis-3-wis Sep’16) with growth manifested in existing snd new dients. Overall crecit osk
proble of the Bank has gnproved ovedene with seduction i lechon levels (OMLT: 4.29%;

2
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2016: 4.8%; 2012: 8.99%), mcrease in provisioning coverage (IM17: 89.8%; 2016: B6.1%; 2012
62.5%) and higher proportion of public sector exposure in advances portfalio,

Liquidity: Deposit base of the bank recarded a growth of 3.2% duong OM17. In temme of
depost growth, BAFL has pursued 1 consolidation sirategy to Qurther inprove deposit proble
and manage spreads in a low interest sate enwiconment. Resultanty, marcet shate has
witnessed a decline over the last two yeass. Laquidity profle of the Bank is strong gs rellected
1 a hedthy depostor prolde, unproving depostor concentzaton levels over the last 24
manths and sizeable liquid aseete in relation 1o totsl deposits and borrowings (OM17: 49,4%),

Capitalization: Capstal:zaton wmdicators have strenpthened over time with icrease w1 equity
base an socount of mwieged prolils whele Tiee-1 snd overall CAR {unconsalidated basis) weee
reported at 10.95% (2016: 9.86%; 2015: 9.59%) and 13.41% (2016: 13.18%; 2015: 13.27%) at
end-9M17, respecuvely. On consolidsted basis, Tier-1 and oversll CAR wese seported at
11.11% (2016: 9.95%,; 2015: 9.73%) and 13.51% (2016: 13.2T%,; 2015: 13.4%) at end IM17,
respectively. Morcover, net NPL m relaten to tier 1 equety was reposted at 3.4% (2016: 6.1%;
2015: 8.0%, 2014: 17.1%;] al encd ONM17T.

Profitability: [n contrast to top-tiee banks where operating prolit has witnessed & decline,
BAFL zecorded 8.25% mcrease m opecatimg profit dunng FY17 on account of sizeable growth
in fee commission income and cost control measuses ntroduced by the management. Despite
declmng retum on exoung sssels, the Bank was sble to mamtamn et inlerest income acound
poor pecod level due to sizeable reduction in cost of deposits and volumetnc growth in
Balance Sheet, "Ihis slong with reveess] in prowisions and higher income from gain on sale of
secuntes tzanslated m an merease 1 profst before tax by 14.3% dunng OM17.
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Bank Alfalah Limited (BAFL) Appendix I
FINANCIAL SUMMARY Rx. billions
BALANCE SHEET 9Mz017 2016 2015
Total Investments 401 389 423
Advances 398 379 REX)
Total Asxets 970 917 903
Bomrowings 208 178 172
Depuosits & other sccounty 661 641 G40
Subordinated louns 7 8 10
Tier-1 Equity 51 43 37
Net Worth(Excluding Surplus on revaluation of asscts) 57 49 53
INCOME STATEMENT 9IM2017 2016 2015
Net Mark-up Income 22 29 29
Net Provisioning (1} 1 2
,N'un-Ml:k'up Incame 8 0 9
Opcrating Expenscs 18 23 23
Profit Before Tax 12 13 13
Profit After Tax & 8 8
RATIO ANALYSIS 9M2017 2016 2015
Gross Infection (%) 4.2% 4.8% 54%
Total Provisioning Coverage (%) 89.8% 86.1% 83, 7%
Net Infection (%) 0.4% 0.7% 0.9%
Cost of deposits (%0) 2.56% 3.00% 40050
Net NPLs w Tier1 Capital (%) 3.4% 6.1% 8.0%
Capital Adequacy Ratio (C.A.R (%)) 13.41% 13.18% 13.27%
Markup Spready (%) 3.56% 3 T 4.
Efficiency (“o) 61.8% 66,6% 62.5%
ROAA (%) 10% 0.9% 0.%%
ROAL (%) 18.1% 17.4% 19.1%
Liquid Axsetx 1o Deposits & Borrawingx (%) 49.4% 52.3% 57.5%
4
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ISSUE/ISSUER RATING SCALE & DEFINITIONS

Appendix 11

Medium to Long-Term

AAR

Highest credit qualiity, the risk factoes are negigible, bemg only
Sightly more thin for risk-free Government of Pakstan's debt.
Als, AL AR~

High credit quaity; Protection factors are strong. Rish s mod-
@5t but may vary slightly from time 10 tme becausa of eco-
nomic condisons.

Av, A A

Good crede quality; Protection factors are adequate. Risk fac-
tors may vary with possibl ges inthe

888+, 888, BEB-

adequate credit quaity, Pr factors are ble and
sufficent. Sk factors are condidered variable if changes ocowr
in the aconomy,

short-Term

Ale

Mighest certamty of Bimely payment; Short-term iquidity, in-
cduding internal operating factors and /for sccess 10 siternative
sources of funds, (s outstanding and safety s just below risk
fres Governmant of s short-term oblga

L3}

Hgh cortanty of imaly paymant; Liguidity factors are axcal-
lent and supported by good fundamental protection factors.
Rusk factors ace mimon

a2

Good certainty of tmely paymant. Liquidity factors and com-
pany fundamentals are sound. Access to capital markets is
good Risk factors are smal

88+, 58, bb- a3
Obiiganons deemed lkely 1o be met. Protection factors are satisfactory iquidity and other protection factors qualify ens-
capable of weakening if changes occur in the Ovaral mmmuwmnmm‘nofstmwwzw
umMm‘wumhwamthm SUDJRCT to mora vark , IMa'y pay "

8, 8,8 epected

Obligations deemed less ikely to be met. Protection factors are 8

capable of fluctuating widely if changes ocow in the ¥ 3; Uguicity may not be

Overal quality may move up of cown frequently within this
catagory of Into highar or lower rating grade

@

Considerable uncertainty wests 1owards meetng the obliga-
tons. Protection factors are scarce and risk may be substanSal.
(<4

A high default risk

c

A very igh default risk

o

Defauted obigations

Mwmmwmdm

mhﬁmwdu&n«uhw.

Rating Watch: JCA-VS places entites and ssues on ‘Rating
mmnmmm.ummm

re-evaluation of the d ratingls). Refer to our
‘Crivera for Banng Watch' for detals. www jorvis com ph/im-
apes/artena_watch pat

Rafing Outlooks: The thiee cutiooks ‘Postive’, ‘Stable’ and
‘Negative’ qualiéy the potental drection of the assigned
rating(s). An outlook is not necessarily a precursor of & rating
change. Refer 1o our ‘Craera for Rating Outlool’ for details
W JOrvis.com piimages/ criterla_cutiook pdf

(50) Rating: A suffix |50) 15 added 10 the ranngs of ‘tructured’
securities where the servicing of debt and related obiiga-
fions is backed by some sort of fimancial assets and/or credit
tupport from & third party to the transachion. The sy (0],
abbreviated for ‘wructured obigaton’, denctes that the rating
s been achieed on grounds of the structurs dacking the
transaction that enhanced the credt quality of the secunties

and not on the basis of the credit quality of the ssuing entry
aone.
'p’ Rating: Avmnwwm whaee the

y arating, h agrees to
Mnlumdlwtl p' tating is shown witha 'p’
subscript and is publicly dsciosed. 1 2 not mod fied by 3 pha
(=) of 3 minus (-} sign which indicates ralative standing within a
ranng category. OUTiook I not HEgned 10 thase ratngs. Refer
10 cur ‘Policy flor Private Ranings’ for detads. waw.jcrvis.com,
pk/images/policy_ratng: pdf

‘SO’ Rating: An 'SD' rabing s assgned when ICR-VIS believes
that the ratee has selectively defaulted on & specic issue or
oblganon but 1 will continue 10 mest its paymant obiganons
©0 Othar 5508 or obiigatons i 3 imely manner
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REGULATORY DISCLOSURES Appendix 11T
Namc of Rated Entity Bank Alfslah Lirited (BAIFL)
Scctor Commerasl Bank
‘Type of Relationship Salicited
Purposc of Rating TFC Rating
Rl.l.ing Iliul.nly Medium to Rating
Rating Date Long Term Short Term Outloak Ratng Action
8- Nov 17 AA N/A Stable Prelinmmary
Instrument Strucure BAFL 15 i the process ol issnung & hsled, perpetual, unsecured, subordinaied, non

cumulative and contingent convestible debt mnstruments amountng up to Rs, 7.Ub
{inclusive of Green Shoe Option of Rs. 2.0k}, The TFC will carry mark-up at
KIBOR | 1.5%. The 1ssue proceeds will contebute towards the bank’s additional
Tier-1 capstal and will be utllized towards enhancement of the banl’s business
opemmbions.

Statement by the Rating Team  JCR V1S, the analysts involved i the tatng process and members of its gating
cormerailes do ot have any conlhiet of mtesest cdating 1o the credit malings)
mentoned heren. This ating :4 an cpunen on credit quality only ad 15 not a
recorrmendation to buy or sell any secunvies,

Probability of Default JCR VIS ratings opuuons express orcingl zankmg of nsk, from stzonpest to
weakest, within a uneverse of ceedit nsk. Rahngs ase not intended as guarantees of
crecit quslily or as exacl messures ol the probabilily thal 2 particulsr issuer or
particular debt issue will default.

Disclaimer Information heeein was obtained from sources believed to be accucate and reliable;
however, JCR VIS does not gussantee the accuracy, adequacy or corpletrmess of
any mformation and 18 not reiponable for any exfors or omussons or for the
results obtained {ram the use of such infommation.  JCR-VIS s oot an NRSRO
and s catings are not NRSRO credil mtngs. Copynght 2017 JCR-VIS Cred:t
Rating Company Limited. All sights resecved. Conteats may be used by news
mecha with credit to JCR-VIS.
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PART VI

6 TRUSTEE AND SECURITY

6.1 TRUSTEE AND SECURITY
6.1.1 THE SECURITY

BAFL is not providing any security for the TFC issue. Further, the TFCs are being issued as subordinated
debt as per the guidelines set by the SBP under the Banking Supervision Department Circular No. 8 dated
June 27, 2006. The TFCs are unsecured and subordinated debt instruments.

At any time after the occurrence of one or more of the Events of Default (refer to section 6.1.9), the
Trustee may at its discretion or upon being instructed by the TFC Holders, through an Ordinary Resolution
(refer to section 6.1.6 ii), take such proceedings against the Issuer as it may deem fit or as instructed by
the TFC Holders, subject to the terms of Trust Deed dated December 26, 2017.

6.1.2 THE TRUSTEE

In order to safeguard the interests of the TFC Holders, Pak Brunei Investment Company Limited has been
appointed to act as Trustee for the Issue. The Issuer shall pay to the Trustee in respect of its acting as
Trustee a fixed fee of PKR 2,000,000/- per annum. The fee shall be payable at the beginning of each year
commencing from the date of signing of the Trust Deed and on each subsequent anniversary thereof.

Although the TFCs are unsecured, the rights of the TFC holders are still protected as per the terms of the
Trust Deed. The Security Trust Deed between the Company and the Trustee specifies the functions and
obligations of the Trustee. Furthermore, the Trustee has all the powers available to it under the Trusts
Act, 1882 and the Debt Securities Trustee Regulations, 2017.

6.1.3 THE TRUST DEED

The Trust Deed signed between the Bank and Pak Brunei Investment Company Limited specifies the rights
and the obligations of the Trustee. In the event of Issuer defaulting on any of its obligations under the
terms of the Trust Deed, the Trustee may enforce Issuer’s obligations in accordance with the terms of the
Trust Deed. The proceeds of any such enforcement shall be distributed to the TFC Holders at the time on
a pari passu basis in proportion to the amounts owed to them pursuant to the TFCs.

6.1.4 POWERS OF THE TRUSTEE

The Trustee shall have all the powers and discretions conferred upon trustees by the Trust Act, 1882 (to
the extent not inconsistent with the Trust Deed) and any other Applicable Laws and in addition thereto it
is expressly declared as follows:

i. the Trustee shall in terms of the Trust Deed, for the benefit of the TFC Holders, seek the enforcement
and implementation of the Issuer’s Covenants, in case of an Event of Default;

ii. the Trustee may in relation to any of the provisions of the Trust Deed pay for the advice or services
of, and act on the opinion or advice of, or any information obtained (whether by the Trustee or any
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vii.

viii.

other person duly authorized by the Trustee), from any lawyer, accountant, banker, broker, surveyor,
valuer or other professional advisor or other expert whose advice, services, opinion or information
may to it seem reasonably necessary, expedient or desirable and shall not be responsible for any loss
occasioned by so acting;

any such advice or opinion or information referred to in the previous clause may be sent or obtained
by letter, telegram, telex, cable or facsimile transmission and the Trustee shall not be liable for acting
on any such advice, opinion or information purporting to be conveyed by any such letter, telegram,
telex, cable or facsimile transmission although the same shall contain some error or shall not be
authentic provided that such error or lack of authenticity is not manifest;

the Trustee shall be at liberty to place the Trust Deed and any other instrument, documents or deed
delivered to it pursuant to or in connection with the Trust Deed for the time being in its possession in
any safe deposit selected by the Trustee or with any bank, any company whose business includes
undertaking the safe custody of documents or any firm of lawyers and the Trustee shall not be
responsible for any loss thereby incurred (save that the Trustee shall take reasonable steps to pursue
any person who may be liable to it in connection with such loss);

the Trustee shall (without any consent or sanction of the TFC Holders) have full authority, on behalf
of the TFC Holders’, to give any form of consent or authorization, where requested by the Issuer,
unless the Trust Deed specifically provides otherwise. Such consent or authorization shall bind the
TFC Holders accordingly;

save as otherwise expressly provided in the Trust Deed and unless directed to the contrary by the TFC
Holders in accordance with the terms of the Trust Deed, the Trustee shall as regards all rights, trusts,
powers, authorities and discretions vested in it by the Trust Deed have absolute and uncontrolled
discretion as to the exercise or non-exercise thereof and as to the manner and time of any such
exercise thereof and provided it shall have acted lawfully, it shall be in no way responsible for any
loss, costs, damages, expenses or inconveniences resulting from the exercise or non-exercise thereof;

the Trustee (or any of its directors or officers) shall not be precluded by reason of its acting as Trustee
hereunder from underwriting, guaranteeing the subscription of, subscribing of or otherwise acquiring,
holding or dealing with any debentures, TFCs, shares or securities whatsoever of the Issuer or any
subsidiary thereof or any other company in which the Issuer may be interested or from entering into
any contract or financial or other transaction with or from engaging in any other business with, or
from accepting or holding the trusteeship of any other declaration constituting or securing any
securities issued by or relating to, the Issuer or any subsidiary thereof or any other company in which
the Issuer or any such subsidiary may be interested. The Trustee shall not be liable to account for any
profit made or payment received by it thereby or in connection therewith provided that the Trustee
shall ensure that, as far as practicable, the personnel assigned to deal with normal administrative
matters in relation to such other trusteeship shall not be assigned to deal with any functions in relation
to the trusteeship of the Trust Deed and vice versa;

the Trustee may assume that no event which entitles the TFC Holders to exercise any of their rights
under the Trust Deed has occurred and that the Issuer is not in breach of any of its obligations under
the Trust Deed, unless it has received either a written notice to the contrary from the Issuer or a notice
or information which the Trustee believes to be accurate regarding an occurrence of an Event of
Default;
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Xi.

the Trustee shall not be liable for acting in relation to the Trust Deed or any related documents or any
notice, request, certificate, direction or other communication or other document purporting to
emanate from the Issuer or any other person notwithstanding that the same shall include some error
or omission or not be authentic;

the Trustee may call for and rely as to any matters of fact in relation to the TFCs which might
reasonably be expected to be within the knowledge of the Issuer upon a certificate signed by
authorized signatories of the Issuer, the names of whom shall be conveyed to the Trustee pursuant
to the signing of the Trust Deed, as sufficient evidence thereof and shall not be bound in any such
case to call for further evidence or be responsible for any loss that may be occasioned by the Trustee
failing to do so;

the Trustee shall not be responsible for any recitals or statements, warranties or representations of
any party (other than the Trustee) contained herein or for the execution, effectiveness, genuineness,
validity, admissibility in evidence or enforceability of any such agreement or other document or any
obligations or rights created or purported to be created thereby (nor shall it be responsible or liable
to any person because of any invalidity of any provision of such documents, whether arising from
statute, law or decision of any court or otherwise).

6.1.5 OBLIGATIONS OF THE TRUSTEE

The Trustee shall:

(a) within three (3) Business Days of receipt by the Trustee, inform the TFC Holders of any notice in
writing received by it or any information received by it which it believes to be accurate of: (i) any
general meeting of the Issuer convened for the purpose of considering any resolution of the
winding-up of the Issuer; (ii) any such resolution of the winding up of the Issuer being proposed
(whether in general meeting or otherwise); or (iii) any petition for the winding-up of the Issuer or
for the appointment of an administrator of the Issuer or a receiver in respect of the property /
assets of the Issuer; and (iv) any actual breach by itself or the Issuer of any of its or the Issuer’s
obligations under the Trust Deed (including the steps taken by the Issuer to remedy the same);

(b) for the purposes of the Article, “Obligations of the Trustee” of the Trust Deed, the Trustee may
inform the TFC Holders of the notice or notices referred to above in the manner set out in the
Trust Deed. In addition, the Trustee may make available at its offices during business hours a copy
of the notice, or notices, for the inspection of TFC Holders;

(c) except as herein otherwise expressly provided, be authorized to assume without enquiry, and it
is hereby declared to be the intention that it shall assume without enquiry, in the absence of
express written notice to the contrary, that the Issuer is duly performing and observing all the
provisions contained in the Trust Deed and that all covenants, warranties and undertakings
contained in the Trust Deed are being complied with and that no event or circumstances which
might constitute an Event of Default has occurred or exists;

(d) subject to Article “Powers of the Trustee” of the Trust Deed, be entitled to refrain from exercising
any right, power or discretion vested in it hereunder unless and until the Trustee is indemnified
or granted security in accordance with Article ‘Indemnification of the Trustee” of the Trust Deed;
and

(e) duly perform and comply with all functions, duties and obligations set out under the Applicable
Laws, in particular the Debt Securities Trustee Regulations, 2017.
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The Trustee shall not:

(a)

(b)
(c)

6.1.6

b)

be bound to disclose to any other person any information relating to the Issuer if such disclosure
would or might in its sole opinion constitute a breach of any law or regulation or be otherwise
actionable at the suit of any person unless otherwise required to be disclosed by law or under any
direction or order of any competent Authority or Court. The Trustee shall give prior notice to the
Issuer and cooperate with the Issuer to enable the Issuer to invoke any remedies that are available
under law to prevent such disclosure if legally possible;

under the Trust Deed be concerned with the interests of or owe any duty whatsoever to any
persons other than the TFC Holders; or

be under any duty to disclose to any person interested hereunder any confidential information
supplied to it which comes to its knowledge through any of its affiliates, directors, employees,
delegates or agents and shall not be liable to any person for not doing so.

TRUSTEE AND TFC HOLDERS
Subject to the provisions of the Trust Deed, the Trustee shall:

act in accordance with any instructions given to it by the TFC Holders;
if so instructed by the TFC Holders in accordance with the terms of the Trust Deed, refrain from
exercising a right, power or discretion vested in it as trustee under the Trust Deed.

Save as otherwise required by Applicable Laws, all instructions to the Trustee under the Trust
Deed, shall be given by passing a simple majority resolution (the “Ordinary Resolution”) at a
meeting of the TFC Holders or by an instrument in writing signed by the TFC Holders holding at
least 51% of the total Outstanding Face Value of the TFC Issue; provided that any instructions in
respect of any of the matters regarding the Provisions for Meetings of TFC Holders shall be given
to the Trustee by passing an Extraordinary Resolution or by an instrument in writing in accordance
with the Trust Deed.

The Issuer will, on request from the Trustee, promptly give to the Trustee a written certificate in
such form as the Trustee may reasonably require setting out all information available to them to
facilitate the performance by the Trustee of its rights, trusts, powers, authorities, discretions,
duties and obligations under the Trust Deed.

Notwithstanding any other provision of the Trust Deed the Trustee shall not be obliged to provide
any indemnity to, or in favour of, any receiver.

Nothing contained in the Trust Deed shall be deemed to relieve and / or in any manner exonerate
and / or be interpreted to relieve and / or exonerate the Trustee from any liability for breach of
trust or any liability which by virtue of any rules of law would attach to the Trustee in respect of
any negligence, default, breach of duty or breach of trust for which the Trustee may be liable in
relation to its duties under the Trust Deed, in any case in which the Trustee has failed to show the
degree of care and diligence required of it as trustee having regard to the provisions of the Trust
Deed imposing or conferring on the Trustee any obligations, powers, duties, authorities or
discretions.
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6.1.7 OBLIGATION TO ACT WITH DUE CARE

Both the Issuer and the Trustee agree to act in good faith and with due diligence and with all reasonable
care which is in the circumstances required in the performance of their duties and obligations under the
Trust Deed or when exercising any power, authority or discretion which is vested in them under the Trust
Deed.

6.1.8 COVENANTS OF THE ISSUER
Covenant to Pay

i.  Subject to the Trust Deed and Applicable Laws, the Issuer shall pay the Coupon Payments to the
TFC Holders or Trustee for onward payment to the TFC Holders or to the order of the Trustee (as
may be determined by the Issuer) on the relevant Coupon Payment Date(s), without exercising
any counterclaim, lien, right of set-off or similar claim in respect thereof in accordance the
provisions of the Trust Deed and payment by the Issuer of the amounts due on any Coupon
Payment Date to the TFC Holders or Trustee for onward payment to the TFC Holders or to the
order of the Trustee (as may be determined by the Issuer), in accordance with the Conditions,
shall operate in satisfaction to the extent of the relative covenant of the Issuer contained in this
Article.

iii. Notwithstanding anything to the contrary stated herein, the Issuer shall have the discretion to
cancel (in whole or in part) any Coupon Payments scheduled to be paid on any Coupon Payment
Date and upon such cancellation the TFC Holders shall be deemed to have waived their right to
such Coupon Payments. Any cancellation of a Coupon Payment by the Issuer in terms hereof shall
not constitute an Event of Default. In the event the Issuer determines that a Coupon Payment
shall be cancelled (in whole or in part) as afore-said, the Issuer shall notify the Trustee and the
SBP not less than twenty one (21) calendar days prior to the relevant Coupon Payment Date of
that fact and of the amount that shall not be paid. It is clarified that in the event any Coupon
Payments are cancelled (in whole or in part) as afore-said, the Issuer’s obligation to make such
payments shall ipso facto stand extinguished and will not accumulate and neither the Trustee nor
the TFC Holders shall have any claim in respect thereof.

jiii. Notwithstanding anything to the contrary stated herein, and as required by the Circular, the Issuer
shall only pay Coupon Payments on the TFCs, if it is in compliance with the Lock-In Clause. Any
Coupon Payments made in violation of the Lock-In Clause shall, at the discretion of the SBP, result
in the Mandatory Conversion and/or Mandatory Write-off of the TFCs.

iv.  Notwithstanding anything to the contrary stated herein, Coupon Payments shall cease on the
Issuer exercising the Call Option in accordance with the terms of the Transaction Documents.

Positive Covenants
The Issuer further covenants with the Trustee that:

i.  the Issuer shall ensure that: (a) the approval of the shareholders and SECP under Section 83 of
the Companies Act, 2017 will be procured in accordance with the directions of the SBP ; and (ii)
it will, at all times maintain, sufficient cushion in its authorized and unused share capital to give
effect to the Mandatory Conversion in accordance with the Trust Deed;

ii.  thelssuer shall ensure that the Issuer or its appointed registrar will, at all times maintain a correct
Register of TFC Holders showing their names and addresses, the amount of TFCs held by each and
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Vi.

vii.

viii.

Xi.

Xii.

xiii.

the date on which such TFC Holder was registered as the holder and the date on which he ceased
to be so registered;

that the Issuer shall maintain proper records of its books of accounts and shall subject to
Applicable Laws, allow the Trustee during working hours on the Business Day to inspect its books
of accounts, provided that the Trustee has provided the Issuer at least ten (10) calendar days
notice of its intention to inspect the books of accounts of the Issuer;

the Issuer shall conduct and manage its business affairs with due diligence and efficiency in
accordance with sound financial practices;

the Issuer will duly perform and observe the obligations imposed upon it by the Transaction
Documents;

the Issuer shall promptly inform the Trustee of: (i) any material change in its shareholding
structure or its Board of Directors; and (ii) any change in the nature and conduct of the business
of the Issuer;

the issuer shall ensure that all information provided to the Trustee in relation to the TFC Issue in
terms of the Transaction Documents is accurate and the Issuer has not concealed any material
facts/information;

the Issuer shall furnish to the Trustee, copies of all documents, reports, notices and circulars which
the Issuer provides to its creditors;

the Issuer shall furnish to the Trustee, any document or information related to the TFC Issue,
including copies of its financial reports, report on conversion or redemption of the TFCs in terms
of the Trust Deed and report on dividend payments to its shareholders (unless such information
is otherwise available in the public domain) and contracts related to the TFC Issue;

as and when requested by the Trustee, the Issuer shall ensure that the Issuer or registrar shall
provide to the Trustee the Register of and/or extracts therefrom as well as any other document
or information pertaining to the TFCs and the TFC Holders at no cost and / or charge to the
Trustee;

on each Coupon Payment Date and subject to the Trust Deed, the Issuer shall confirm to the
Trustee that the Coupon Payments have been credited to the account designated by each TFC
Holder or to an account designated by the Trustee for onward payment to the TFC Holders (as the
case may be);

the Issuer shall immediately inform the Trustee of:

any general meeting of the Issuer convened for the purpose of considering any resolution for the
winding up of the Issuer;

any resolution being proposed (whether in general meeting or otherwise) for the winding up of
the Issuer;

occurrence of any Mandatory Conversion Event or a Mandatory Write-off Event and also inform
the SBP of occurrence of such event;

any petition for the winding up of the Issuer or for the appointment of an administrator of the
Issuer or a receiver in respect of its assets is submitted with any authority or of any order, any
notice or direction of a court of law that is passed and affects or is likely to affect the interests of
the TFC Holders or of any breach by the Issuer of any of its obligations under the Trust Deed and
/ or the Transaction Documents; or

the occurrence of any Event of Default.

The issuer shall reschedule or restructure the TFCs subject to fulfilment of the conditions
stipulated under the Debt Securities Trustee Regulations, 2017.
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Negative Covenants

The Issuer hereby covenants to the Trustee that while the obligations or any part thereof is outstanding,
the Issuer shall not, without the prior written consent of the Trustee:

vi.

sell, transfer or otherwise dispose of, except in the ordinary course of business, more than twenty
(20) percent of its undertakings or assets or permit any merger, consolidation, dismantling or
reorganization;

take any action which is likely to have a material adverse change;

change its constitutional documents in a manner that may adversely affect its ability to perform
its obligations in respect of the TFC Issue;

in the event that the Issuer is unable to pay, or otherwise cancels, a Coupon Payment, then from
the date of such non-payment until the time the Issuer pays any subsequent Coupon Payments
when due in terms of the Transaction Documents (the “Dividend Stopper Period”), the Issuer
undertakes not to declare or pay any distribution or dividend or make any other payment on, and
will procure that no distribution or dividend or other payment is made on, Ordinary Shares (other
than to the extent that any such distribution, dividend or other payment is declared before the
Dividend Stopper Period). For avoidance of doubt, the Issuer may declare dividends or other
payments on its Ordinary Shares after resuming Coupon Payment(s) in accordance with the terms
of the Transaction Documents;

declare or pay any dividends after the occurrence of an Event of Default; and

use any proceeds of the TFC Issue other than to meet the applicable regulatory requirements and
for its normal banking business and operations.

Information and Reporting Undertakings

The Issuer covenants with the Trustee that it shall, in form and substance acceptable to the Trustee (and
where so directed by the TFC Holders through an Ordinary Resolution) share periodical reports on semi-
annual basis with the Trustee, and shall make such reports available to the TFC Holders, as concern the
following:

details of the Register;

number and nature of grievances received by the Issuer from the TFC Holders and status of
resolution thereof; and

amount of Coupon Payments which were waived (in whole or in part, at the discretion of the
Issuer) and reasons for waiving such payments and detail of unclaimed / undelivered Coupon
Payments (if any).

The Issuer shall provide to the Trustee (in a form acceptable to the Trustee):

audited annual accounts within thirty (30) calendar days from the date of the general meeting of
the Issuer in which such accounts are approved and semi-annual and quarterly accounts within
fifteen (15) calendar days of its publication;

all accounts and financial statements to be provided by the Issuer shall reflect the true and fair
view of the financial position of the Issuer and shall be drawn in conformity with generally
accepted accounting principles consistently applied; and

promptly provide to the Trustee such other information (including information related to its
financial condition, business and operations) as the Trustee (acting on behalf of the TFC Holders)
may from time to time request.
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6.1.9

EVENTS OF DEFAULT

SubJect to the Trust Deed, each of the following events shall constitute an Event of Default:

6.1.10

6.1.11

the failure to redeem the TFCs upon exercise of a Call Option in accordance with the terms of the
Transaction Documents and such default is not rectified within fifteen (15) Business Days of the
date of such failure as afore-stated;

the Issuer does not comply with any provision of the Transaction Documents or the TFCs (other
than those referred to in (i) above and such non-compliance continues for thirty (30) calendar
days after the written notice is received by the Issuer from the Trustee; or

any liquidator trustee in bankruptcy, judicial custodian, compulsory manager, receiver,
administrative receiver, administrator or the like is appointed in respect of the Issuer or any part
of its assets and is not discharged within ninety (90) calendar days of such appointment.

CONSEQUENCES OF EVENT OF DEFAULT

At any time after the occurrence of one or more of the Events of Default, the Trustee may at its
discretion or upon being instructed by the TFC Holders through an Ordinary Resolution, take such
proceedings against the Issuer as it may deem fit or as instructed by the TFC Holders in terms
hereof, and may also exercise any other right for the purposes of recovering the obligations,
including, without limitation, the right to: (i) inspect any document of the Issuer relating to the
TFC Issue including the books of accounts, Register and register of shareholders etc. and to take
copies and extracts thereof; (ii) subject to applicable laws, appoint nominee directors on the
Board of Directors of the Issuer; and (iii) approach a court of competent jurisdiction for the
enforcement and implementation of the Issuer’s Covenants.

The Trustee shall be entitled to prove in any winding-up of the Issuer in respect of any amounts
payable in relation to the TFCs or other moneys payable under any provision of the Trust Deed
and any such claim shall be subject to conditions set out in the Trust Deed.

APPLICATION OF PROCEEDS

Upon enforcement of the obligations in terms of the Trust Deed, any proceeds recovered /
received by the Trustee from such enforcement shall be applied by the Trustee in the following
manner:

a. firstly, in payment of all costs, charges, expenses and liabilities lawfully incurred and
payments made by the Trustee, receiver, any attorney, agent, delegate, sub-delegate or
other person appointed by the Trustee in the execution of any powers, authorities or
discretions vested in the Trustee pursuant to the Trust Deed including (without limitation
upon the foregoing) the remuneration of the Trustee under the Trust Deed and of every
such receiver or such other person;

b. secondly, in or towards payment of the obligations to the TFC Holders on a pari passu
basis in proportion to the amount owed to the respective TFC Holders pursuant to the
TFCs; and

c. Lastly, the surplus (if any) after the payment of all obligations in full shall be paid to or to

the order of the Issuer.

Payment of the Proceeds to the TFC Holders shall be made by the Trustee net of any deductions
required under applicable law. If the full amount of the obligations is not paid, then the record of
ownership of such TFCs (which are held as book entry securities) for which such payment shall be
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made will be produced to the Trustee, who shall cause a memorandum of the amount and date
of payment to be recorded on the Register against the name of each TFC Holder. The Trustee may
dispense with the production of the record of ownership of TFCs in any particular case, on such
indemnity being given as it shall think sufficient.

6.1.12 MANDATORY CONVERSION

Mandatory Conversion

Upon the occurrence of a Mandatory Conversion Event, the TFCs shall, subject to the Trust Deed,
be forthwith converted by the Issuer in accordance with the direction given by the SBP under
applicable laws: (a) in whole, in the case of a conversion in whole; or (b) on a pro rata basis in case
of a conversion in part in accordance with the terms set forth in the Trust Deed. Upon occurrence
of a Mandatory Conversion Event, the Issuer shall, as soon as reasonably practicable and no later
than thirty (30) calendar days from the date of receipt of the SBP direction, provide a written
notice to the TFC Holders and the Trustee containing details of the Mandatory Conversion Event,
the Outstanding Face Value and the Face Value (for each TFC Holder) which will be converted,
the aggregate Ordinary Shares to be issued as part of the Mandatory Conversion and the number
of Ordinary Shares to be allotted to each TFC Holder based on the Conversion Price, as defined in
the Trust Deed.

Notwithstanding anything contained herein and / or any other instrument and / or document
pertaining to the TFCs, a TFC Holder who becomes entitled to 5% or more of the paid up share
capital of the Issuer, as a direct and / or indirect result of the Mandatory Conversion, shall be
required to procure all consents / approvals required under applicable laws for holding such
percentage of shareholding in the Issuer (including, without limitation, the approval of the SBP
and satisfaction of the fit and proper criteria of the SBP).

Conditions for Conversion

Mandatory Conversion of the TFCs into Ordinary Shares shall be subject to the following conditions:

a.

the Outstanding Face Value of the TFCs to be Mandatorily Converted into Ordinary Shares
(“Conversion Amount”) will: (i) where the Mandatory Conversion is due to occurrence of a CET 1
Trigger Event, be determined by the Issuer in its sole discretion, provided that such amount is at
least equal to the amount required to immediately return the Issuer’s CET 1Ratio to above the
CET 1Ratio which triggered the CET 1 Trigger Event but will not exceed the amount required to
bring the CET 1Ratio to 8.5%; or (ii) where the Mandatory Conversion is due to occurrence of
PONV Trigger Event or Lock-In Event, be determined by the SBP in its sole discretion;

the Issuer shall determine the aggregate number of Ordinary Shares to be issued to the TFC
Holders by dividing the Conversion Amount with the Conversion Price, provided that the number
of Ordinary Shares to be issued in respect of a Mandatory Conversion of the TFCs shall not, at any
time and notwithstanding any capitalization issue, or any sub-division, consolidation, or reduction
of its share capital, or any purchase of its own shares or any other variation in its issued share
capital, exceed 191,000,000 Ordinary Shares. Accordingly, the Outstanding Face Value of the TFCs
remaining after completion of the Mandatory Conversion shall be Written-off in accordance with
the terms of the Transaction Documents.

the Issuer shall issue fully paid Ordinary Shares in the form of book entry securities in accordance
with applicable laws (including the CDC Laws) in the name of the relevant TFC Holder within thirty
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(30) calendar days of issuance of the conversion notice (as defined in the Trust Deed), and
accordingly register the name of such TFC Holder in the register of members of the Issuer;

d. The Issuer covenants that: (i) the Ordinary Shares, when issued pursuant to the Mandatory
Conversion will be duly and validly issued, fully paid and free from all taxes, liens, and charges
with respect to the issuance thereof and shall in all respect rank pari passu with the Ordinary
Shares already existing, issued and allotted; (ii) the Issuer will reserve from its authorized and
unissued share capital sufficient Ordinary Shares from the Issue Date in order to perform its
obligations hereunder in relation to the Mandatory Conversion; and (iii) all stamp duty relating to
issuance of Ordinary Shares in terms hereof shall be borne by the Issuer;

e. No fractional Ordinary Shares will be issued upon any Mandatory Conversion in terms hereof, but
in lieu of such fractional Ordinary Shares, the Issuer shall round the number of such Ordinary
Shares to be issued up to the nearest whole number; and

f. TFCs converted pursuant to this Article shall stand cancelled forthwith in accordance with the CDC
Laws.

6.1.13 FAILURE TO CONVERT

In accordance with the requirements of the Basel Ill Circular, if the Issuer fails to convert the TFCs in
accordance with the terms of the Trust Deed or such conversion becomes impossible for any reason
whatsoever, the Conversion Amount which could not be converted shall be Written-off in accordance
with the terms of the Trust Deed.

6.1.14 Permanent Write Off
Permanent Write-off

Upon the occurrence of a Mandatory Write-off Event, the TFCs shall, subject to the Trust Deed, be
forthwith cancelled or written down by the Issuer in accordance with the direction given by the SBP under
applicable laws: (a) in whole, in the case of a Write-off in whole; or (b) on a pro rata basis in case of a
Write-off in part. Upon such cancellation the following rights of TFC Holders shall, irrevocably and
unconditionally, be cancelled or written-down into the extent of the Written-off Amount (defined below):

i.  therights of the TFC Holders against the Issuer upon liquidation of the Issuer;
ii.  the rights of the TFC Holders to the amount to be paid on exercise of the same manner as Call
Option by the Face Value of Issuer;
iii.  the rights of the TFC Holders to the Coupon Payments (including accrued and unpaid Coupon
Payments); and
iv.  any other rights of the TFC Holders in relation to, or arising from the TFC Issue,

it being clarified that a Write-off in terms of the Trust Deed shall not constitute an Event of Default.

Upon occurrence of a Mandatory Write-off Event, the Issuer shall send a notice to the TFC Holders, the
Trustee and, to the extent applicable, the SBP, which shall state the details of the Mandatory Write-off
Event, the Write-off Amount (including, for the avoidance of doubt, details of cancellation of accrued (and
unpaid) Coupon Payments)), the pro rata Written -off Amount on the Face Value of each TFC and the date
on or by which the Write-off pursuant to the Mandatory Write-off Event shall take effect (such statement
of which shall, in the absence of manifest error, be binding on all parties).
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Write-off Amount

The Outstanding Face Value of the TFCs which will be Written-off in terms of the Trust Deed shall be equal
to:

I if the Write-off is due to occurrence of a PONV Trigger Event or failure by the Issuer to comply
with the Lock In Requirement, the amount determined by the SBP in its sole discretion;

ii. if the Write-off is due to occurrence of a CET 1 Trigger Event, the Issuer will have full discretion to
determine the amount provided that such amount is at least equal to the amount required to
immediately return the Issuer’s CET 1 Ratio to above the CET 1 Ratio which triggered the CET 1
Trigger Event but will not exceed the amount required to bring the CET 1 Ratio to 8.5%; or

.  if the Write-off is on account of an impossibility of the Issuer to Mandatorily Convert the TFCs
upon occurrence of a Mandatory Conversion Event, the amount equal to the Conversion Amount
or part thereof, as the case may be.

6.1.15 EXERCISE OF THE CALL OPTION

Exercise of Call Option by the Issuer

The Outstanding Face Value of the TFCs may, be redeemed by the Issuer in accordance with the terms
herein (the “Call Option”): (a) in whole, in the case the Issuer exercises the Call Option in whole; or (b) on

a pro rata basis in case the Issuer exercises the Call Option in part, provided that the Call Option may be
exercised by the Issuer on or after:

(a) expiry of the period commencing on the Issue Date and ending on the fifth (5%)
anniversary thereof;
(b) occurrence of any change in, or amendment to, the applicable laws affecting taxation (or

regulations or rulings promulgated thereunder) of Pakistan or any change in official
application of such laws, regulations or rulings, as a result of which the Issuer will no
longer be entitled to claim a deduction in respect of computing its tax liabilities with
respect to Coupon Payments payable on the TFCs (the “Tax Event”), provided that the
Issuer must exercise the Call Option within one hundred and fifty (150) calendar days of
the Tax Event; or

(c) receipt of notification by the SBP to the effect that the Outstanding Face Value of the TFCs
does not qualify as, or is excluded (in full or in part) from, the ADT 1 Capital of the Issuer
(the “Capital Event”), provided that the Issuer must exercise the Call Option within one
hundred and fifty (150) calendar days of the Capital Event.

((a), (b) and (c) shall collectively be referred to as the “Call Option Events”)

The Call Option shall only be exercised by the Issuer subject to fulfillment of the following conditions (the
“Call Option Conditions”):

(a) the Issuer shall obtain prior written approval of the SBP before exercising the Call Option; and

(b) the Issuer replaces the TFCs with capital of the same or better quality and demonstrates that
the capital position of the Issuer, after redeeming the TFCs in terms hereof, will be in
compliance with the Applicable Regulatory Requirements.
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The Issuer shall exercise the Call Option by providing at least forty five (45) calendar days prior written
notice to each of the TFC Holders and the Trustee (the “Call Option Notice”) specifying therein the
Redemption Date, the Outstanding Face Value subject to redemption, the Call Option Price and the
aggregate redemption amount payable to the TFC Holder (the “Redemption Amount”). Upon issuance of
the Call Option Notice in terms of the forgoing, the Issuer shall be irrevocably bound to redeem the TFCs
at the Redemption Price on the relevant Redemption Date as specified in the Call Option Notice. The Issuer
shall pay the aggregate Redemption Amount to each TFC Holder as a bullet payment in accordance with
the terms set out in the Trust Deed.

Call Option Price

The price per TFC at which the Issuer will redeem the TFCs (or part thereof) upon exercise of a Call Option
shall be the Face Value of each TFC plus any accrued Coupon Payment thereon (as may be waived (in
whole or in part), at the discretion of the Issuer), which has accrued from the last Coupon Payment Date
up to but excluding the Redemption Date (the “Call Option Price”).

Redemption

If the TFCs are redeemed, such TFCs shall be cancelled forthwith in accordance with the applicable CDC
Laws. Once redeemed and cancelled as aforesaid, the TFCs may not be re-issued and the obligations of
the Issuer in respect of the TFCs shall be discharged.
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PART VII

7 MANAGEMENT OF THE BANK

7.1 BOARD OF DIRECTORS OF BANK

The Board of Directors of the Bank consists of eight (8) directors, out of which, two are independent
directors, five are non-executive directors, and one is an executive director i.e. the CEO of the Bank. The
details of current serving directors, overall period of their engagement with the Bank, and their
experience/education are mentioned below.

Sr.  Name of Director Designation Name of Company
#

1 H.H. Sheikh Nahayan Chairman Chairman, Alfalah Insurance Company Limited
Mabarak Al Nahayan Director, Wateen Telecom Limited

Director, Taavun (Pvt) Limited

Director, Pakistan Mobile Communications Limited
Director, Union National Bank (Abu Dhabi)
Proprietor, Dhabi Group

Chairman, Dhabi One Investment Services LLC
Director, Dhabi Holdings PJSC

Director, MAB Investment Inc

Director, Salsal Petroleum Ltd LLC, UAE
Director, Warid Telecom International LLC, UAE
Director, Warid Telecom Pakistan LLC, UAE
Director, Wincom Services Pakistan LLC , UAE

Other entities (Ministries / NGO etc)

Minister of State for Tolerance, UAE

Future Center for Special Needs, Abu Dhabi (Honorary
President & Member of Board of Trustees)

Head of Business Group (Chairman)

Turkish Business Group (Chairman)

Emirates Natural History Group (Patron)

Abu Dhabi Cricket Club (Chairman & Patron)

Emirates Cricket Board (Chairman)

Abu Dhabi Music and Arts Foundation (Patron &
President)

Medicins San Frontiers UAE (Patron)

Al Quds University Friends Committee (Patron)

2 Mr. Abdulla Nasser Director Chairman of the Board, Al Nasser Holdings and Group
Hawaileel Al Companies
Mansoori Director, Al Qahtani Investments LLC

3 Mr. Abdulla Khalil Al Director General Manager of H.E. Sheikh Suroor Bin Mohammad Al
Mutawa Nahyan (Private Office)

Board Member, UAE Banks Associations
Director, Abu Dhabi Commercial Bank Ltd
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Director, Makhazen Investment Company

Director, EFG Hermes Holding S.A.E.

4 Mr. Khalid Mana Director Office Manager of H.E. Dr. Mana Saeed Al Otaiba (Personal
Saeed Al Otaiba Advisor, H.H. the President of UAE)

Deputy Chairman, Al Otaiba Group of Companies
Director, Alfalah Insurance Company Limited

Chairman, Liwa International Investment Tourism
Chairman, Royal Mirage Hotel & Resorts Ltd, Morocco
Director, Ghantout International

Director, EFG Hermes Holding S.A.E.

5 Mr. Efstratious Director Non-executive Board member, EFG Hermes Holding SAE,
Georgious Arapoglou Egypt
Non-executive Board member, Credit Libanais SAL,
Lebanon
Non-executive Vice Chairman, Titan Cement, Athens,
Greece

Non-executive Chairman, International Tanker Shipping
Company (NYSE Listed)

Chairman, International Advisory Board of Tufts
University, Medford, Boston, MA

Member Advisory Board of the MBA program of the
Athens University of Economics and Business

The Athens Partnership, USA (NGO)

6 Mr. Khalid Qurashi Director Q- Power Corporation, 50% shares held

KayTee Holdings Ltd., 50% shares held

Pitlochry Associates DMCC 100% shares held

7 Mr. Kamran Y. Mirza Director Chairman, Unilever Pakistan Foods Limited

Chairman, Philip Morris (Pakistan) Limited

Director, Education Funds for Sindh

Director, Abbott Laboratories (Pakistan) Limited

Director, International Steel Ltd.

Director, Karwan-e-Hayat

Director, Safari & Outdoor Club of Pakistan

8 Mr. Nauman Ansari President / | Director, Alfalah Insurance Company Limited
CEO  and | Director, Institute of Bankers Pakistan (IBP)
Director Director, Pakistan Institute of Corporate Governance

Director, Pakistan Business Council
Director, Karachi Education Initiative

The Board plays a leadership role and guides the Management on key strategic issues/matters, without
getting involved in day-to-day operations of the Bank. The Board assumes its role independent of the
influence of the Management and knows its responsibilities and powers. The Board focuses on policy
making and general direction, oversight and supervision of the affairs and business of the Bank.

The Board approves and monitors the objectives, strategies and overall business plans of the Bank and
oversees that the affairs of the Bank are carried out prudently within the framework of existing laws &

regulations and high business ethics. The Board defines the authorities and key responsibilities of the
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Management without delegating its policy-making powers to the Management and ensures that the
Management is in the hands of qualified personnel.

The Board also approves and ensures implementation of policies, including but not limited to, in the areas
of Risk Management, Credit, Treasury & Investment, Internal Control Systems, and Audit, IT Security,
Human Resources, Expenditure, Accounting & Disclosure, and any other operational area which the Board
and/or the Management may deem appropriate from time to time. The Board is also responsible to review
and update existing policies periodically and/or whenever circumstances justify.

The Board has formed following specialized committees with well-defined objectives, authorities and
tenure, in order to share the load of activities.

e Board Audit Committee

e Board Strategy and Finance Committee

e Board Risk Management Committee

e Board Human Resource and Nomination Committee
e Board Compensation Committee

7.2 PROFILE OF THE CHAIRMAN
HH Sheikh Nahayan Mabarak Al Nahayan

His Highness Sheikh Nahayan Mabarak Al Nahayan is a prominent member of the ruling family of Abu
Dhabi, United Arab Emirates. Currently, His Highness is UAE Cabinet Member and Minister of State for
Tolerance. Prior to his current responsibility, he served as Minister of Culture, Youth, and Social
Development and Minister of Higher Education and Scientific Research. Besides his ministerial
responsibilities, he is also Chairman of the General Authority of Youth and Sports Welfare. He has been
playing a leading and distinguished part in educational advancements, focusing on the role of education
in achieving development and progress. His Highness owns substantial business interests, hotels and other
investments in UAE, Pakistan, Africa, US and Central Asia. His Highness also holds various offices as
Chairman and Director of Boards and Trusts along with Patronship of various local and foreign
organizations and affiliates. His direct and indirect business interests spread across various industry
sectors such as banking, telecom, insurance, hospitality, healthcare, construction, project financing and
investment management. Moreover, he supports many charitable institutions and devotes special
attention to the disabled children as the Honorary President of Abu Dhabi Future Center for Special Needs.

His Highness is also recipient of Pakistan's highest civilian award, the ‘Hilal-e-Pakistan’, which was
conferred upon him in 2005 for his contribution to the economic growth of Pakistan. His Highness received
his education from the British Midfield School until the higher secondary level before joining Magdalen
College at Oxford University, UK.

7.3  PROFILE OF THE CHIEF EXECUTIVE OFFICER

Nauman Ansari — President / CEO and Director

Mr. Nauman Ansari joined the Bank as President and CEO in July 2017. Prior to this, Nauman was serving
as President & CEO of Faysal Bank. During his twenty-four years’ professional career he has been

associated with various institutions like Standard Chartered Bank, Bank of America, ABN Amro, Fortis Bank
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and Samba. He began his career with Standard Chartered Bank, Karachi in 1993, followed by three years
at the Bank of America. After joining ABN Amro Bank in 1998, he was appointed Director Portfolio Strategy
& Execution in 2004. He then joined Fortis Bank, Dubai, in 2006, as Head of Institutional Banking — Middle
East & Pakistan, followed by the role of Head of Corporate Banking at Samba Bank Limited (formerly
known as Crescent Commercial Bank) in 2007. He joined Faysal Bank as Group Head, Corporate &
Investment Banking in 2008 and was appointed President and CEO in 2014.

Nauman is a seasoned banker with strong professional acumen. He is a business graduate of Miami
University, USA.

7.4  PROFILE OF NON-EXECUTIVE DIRECTORS
Abdulla Nasser Hawaileel Al-Mansoori — Director

Mr. Abdulla Nasser Hawaileel Al Mansoori is a prominent businessman of Abu Dhabi, UAE. He is Chairman
of Al Nasser Holdings and Group Companies. He was also Director of the National Investor, Abu Dhabi,
UAE. In the past, Mr. Hawaileel Al-Mansoori was Director of United Arab Bank, Water & Electricity
Department of Abu Dhabi, Director of Projects, ADNOC, General Industries Corporation, Abu Dhabi, and
Director General and Vice Chairman of General Industrial Corporation, Abu Dhabi. In addition, he held
other Board positions and Chairmanship of Abu Dhabi Ship Building Co., PJSC.

Mr. Abdulla Nasser Hawaileel Al-Mansoori holds a B.Sc. (Hons) Degree in Electrical Engineering from
Swansea University, UK.

Abdulla Khalil Al Mutawa —- Director

Mr. Abdulla Khalil Al Mutawa is the General Manager of H.E. Sheikh Suroor Bin Mohammad Al Nahyan.
He is a Board Member of the UAE Banks Federation. He is also a Director of the Abu Dhabi Commercial
Bank Ltd and Director of Makhazen Investment Company in Abu Dhabi. Mr. Abdulla Khalil Al Mutawa is a
former Director of Wateen Telecom Limited, Pakistan and Warid Telecom (Pvt) Limited, Pakistan.

Mr. Abdulla Khalil Al Mutawa holds a B.Sc. Degree in Business Administration from the University of North
Carolina, USA.

Khalid Mana Saeed Al Otaiba — Director

Mr. Khalid Mana Saeed Al Otaiba is the Office Manager of His Excellency Dr. Mana Saeed Al Otaiba
(Personal Advisor to His Highness, the President of UAE). He is also Deputy Chairman of Al Otaiba Group
of Companies. Mr. Mana is a Director of Alfalah Insurance Company Limited, Pakistan. He is also Chairman
of Liwa International Investment Tourism and Royal Mirage Hotel & Resort Ltd, Morocco. He is also a
Director of Ghantout International.

Mr. Khalid Mana Saeed Al Otaiba holds a Bachelor of Arts & Science Degree in International Economics
from Suffolk University, Boston, USA.
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Efstratios Georgios Arapoglou - Director

Mr. Efstratios Georgios Arapoglou has extensive experience in managing, growing, restructuring, acquiring
and integrating banks and financial institutions, in both developed and emerging markets. He has been
part of the Board of Directors and Board Committees of high profile listed companies in Southeastern
Europe and the Middle East. Mr. Arapoglou also has experience in interacting with regulators, in raising
capital in international equity and debt capital markets, and in developing and maintaining relationships
with international institutional investors.

Mr. Arapoglou completed BA in Mathematics from the University of Athens, Greece, B.Sc in Naval
Architecture & Ocean Engineering from University of Glasgow, Scotland and MTech in Management from
Brunel University, Uxbridge, London.

Khalid Qurashi — Director

Mr. Khalid Qurashi is a retired banker with considerable international banking experience. He has worked
for 38 years with a major US international bank, where his area of expertise was in corporate risk
management and profit center/franchise management. He was responsible for risk management for the
Middle East, Africa and Turkey operations. He contributed materially to overall institutional policy debate
and strategy formulation. Before he took over responsibilities as a risk senior, he managed a couple of
large country franchises in the Middle East and Africa, where the portfolio encompassed a wide spectrum
ranging from large corporates, to governments, to financial institutions as well as SMEs.

Mr. Qurashi has served on the Board of Directors of companies abroad and holds a Master’s Degree in
Administration from Karachi University.

Kamran Y. Mirza — Director

Mr. Kamran Y. Mirza is the Chairman of Philip Morris (Pakistan) Ltd. and Unilever Pakistan Foods Ltd. He
is also serving as Director on the Boards of Abbott Pakistan, International Steel, Karwan-e-Hayat, Safari
and Outdoor Club of Pakistan, and Education Fund for Sindh. Mr. Mirza has been the Chairman of the
Export Processing Zone Authority from 2007 to 2009. He has also served as Chairman of Pakistan
Mercantile Exchange Ltd. and Karachi Stock Exchange (KSE), President of Overseas Investors Chamber of
Commerce and Industry, American Business Council and Pharma Bureau (Association of Pharmaceutical
Multinationals in Pakistan). He also served the Pakistan Business Council, which is a think tank and a
Business Policy Advocacy Forum, as CEO and retired from this position in December 2015.

Mr. Mirza is a Fellow Member of the Institute of Chartered Accountants of Pakistan and the Institute of
Chartered Accountants, England and Wales.

7.5 MANAGEMENT TEAM

The Management of the Bank is fully authorized and empowered by the Board to independently run day-
to-day affairs/operations of the Bank within the ambit of relevant laws, regulations and policies of the
Bank, duly approved by the Board. The Management effectively runs all the operations of the Bank
including but not limited to Credit approvals; investments as per approved plan; trade operations;
treasury operations; retail, corporate, consumer, branchless, Islamic banking and overseas operations,
etc.

Page 122 of 146



TFC Prospectus | Bank Alfalah Limited Bank Alfalah

The Board has allowed the Management to form management committees, as and when needed and
authorized the CEO of the Bank to nominate the members of the Management Committees including but
not limited to Central Management Committee and Central Credit Committee and their respective sub-
committees, from time to time. Some of the management committees are mentioned below:

e Central Management Committee
e Control Committee
IT Steering Committee

e Central Credit Committee

e Process improvement Committee
e |nvestment Committee

e Principal Investment Committee
e Retail Banking Forum

Customer Experience Council

e Asset and Liability Committee

e Expenditure and Approval Committee
e Disciplinary Action Committee

7.5.1 MANAGEMENT PROFILES
Suhail Yaqoob Khan - Chief Risk Officer

Suhail Yagoob Khan joined the Bank as Chief Risk Officer in 2013. He has over 21 years of local &
international work experience across client-facing, middle office and back office functions. Before taking
leadership positions in risk management, he has served in wholesale banking & asset management
businesses for reputable franchises. He began his banking career in corporate banking with ABN AMRO
Bank, Karachi in 1996, and in 2002 he was transferred to London, UK office in the Integrated Energy
business unit. In 2005, Suhail moved to ABN AMRO Asset Management and served as Director Institutional
Clients for UK & Ireland. He joined Faysal Bank as Head Credit Risk Management in 2009 and was elevated
to the position of Chief Risk Officer a year later.

Prior to completing his MBA Finance from Institute of Business Administration, Karachi Suhail did his
graduation in Mechanical Engineering from NED University, Karachi.

Mehreen Ahmed - Group Head Consumer & Retail Banking, New Initiatives and Marketing

Mehreen Ahmed has been with the Bank since 2012. In the past five years, Mehreen has led various key
initiatives in the Bank related to financial inclusion, digital banking, product development and
optimization of retail banking. Mehreen carries 30 years of banking and non-banking experience holding
senior positions at local and international organizations such as SCB, MCB and Soneri Bank. She has vast
experience in Retail Banking, Consumer Business, Digital Banking & Payments, Bancassurance, Marketing
and Product Development.

Mehreen has done her MBA from Institute of Business Administration with majors in Finance and
Marketing.
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Anjum Hai - Chief Financial Officer

Anjum Hai joined the Bank in 2017 as Chief Financial Officer and has over 22 years of work experience.
She is primarily responsible for overseeing and directing the organization’s financial goals, budgeting and
MIS. Prior to joining the Bank, she has worked as Chief Financial Officer at Soneri Bank Limited and at
Citibank N.A. Pakistan. She worked as Financial Controller at Faysal Bank Limited and was also associated
with A.F. Ferguson & Company.

Anjum is a qualified Fellow Chartered Accountant, FCCA and holds Accelerated Certificate in Company
Direction from Institute of Directors (UK).

Rizwan Ata - Group Head Islamic Banking

Rizwan Ata joined the Bank in 2013 and is a seasonal banker with over 29 years of experience in leading
local & foreign banks in Pakistan. Rizwan worked with Meezan Bank Limited for 10 years where his last
assignment was as Group Head - Branch Network & SME/Commercial. He started his career with Emirates
Bank International PJSC and worked there for over 13 years. Rizwan is currently on the Advisory Board of
Center for Islamic Finance, LUMS.

Rizwan holds an Executive MBA degree from LUMS, Pakistan.
Syed Ali Sultan - Group Head Treasury, Capital Markets & Financial Institutions

Syed Ali Sultan joined the Bank in 2012 and is a seasoned banker with over 20 years of experience in the
financial sector in Pakistan and the Middle East across global markets, investment banking and fund
management. Currently, Ali is managing both the conventional and Islamic treasuries and financial
institutions coverage for the Bank.

Prior to joining the Bank, Ali was the Director, Financial Markets Strategy and Conduct Department at the
State Bank of Pakistan and was responsible for implementing the Central Bank’s strategic goal of policy
formulation & development of vibrant financial markets. He has also served with BNP Paribas as Regional
Head of the Financial Institutions Group and with Standard Chartered Bank, covering treasury, capital
markets and financial institutions across the Middle East. In addition, Ali is the Chairman of Alfalah GHP
Investment Management Limited, a leading asset management company in Pakistan.

Ali has done his Masters in Applied Mathematics from Karachi University.
Bashir Ahmad Sheikh - Group Head Special Assets Management

Bashir Ahmed Sheikh has been associated with the Bank since 2012. He is a seasoned banker with over 46
years of diverse local as well as international experience. His core competencies include Corporate
Banking, Commercial/Retail Banking, Investment Banking and Risk Management. He has held various
senior and leading positions in financial institutions like Faysal Bank Limited, Al-Faysal Investment Bank
Limited, Askari Commercial Bank Limited, and United Bank Limited. His last assignment at Faysal Bank
was that of Country Head - Special Assets Management.

Bashir went to University of Cornell, USA (Graduate of Executive Development Program) as well as
University of the Punjab, Pakistan (B.A.).
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Mian Ejaz Ahmad - Group Head, Legal & Company Secretary

Mian Ejaz Ahmad joined the Bank in 2012. He was associated with the law firm Ramday Law Associates
for 10 years, and gained invaluable experience during this time, including on cases of national importance.
After this, he worked in the oil and gas sector, followed by the banking sector. Before joining the Bank,
Ejaz was Company Secretary/Head of Legal at Faysal Bank Limited, the Royal Bank of Scotland Limited,
and ABN AMRO Bank (Pakistan) Limited.

Ejaz is a member of Punjab Bar Council, District Bar Association Lahore and Lahore High Court Bar
Association. Ejaz has passed his law degree and post-graduate diploma in Intellectual Property Laws from
the University of the Punjab.

Haroon Khalid — Head Compliance and Control Group

Haroon Khalid joined the Bank in 2005. He has over 20 years of experience in various functions and
specializes in Credit and Risk management. Prior to joining the Bank, he started his career with MCB,
where he worked in various positions within the Corporate and Credit & Risk Management unit.

Haroon holds a MBA degree from Lahore University of Management Sciences.
Aasim Wajid Jawad - Head of Strategy

Aasim Wajid Jawad has been with the Bank since 2013. He leads the strategic planning function of the
Bank along with Advanced Analytics and Business Process Re-Engineering initiatives. Aasim has over 20
years of experience both locally and internationally. He also sits on the board and board audit committee
of Alfalah Securities, a subsidiary of the Bank. Prior to joining the Bank, he was working with United Bank
Limited as Financial Controller & Head of Investor Relations within the Finance Division. Prior to UBL,
Aasim worked mostly in London for nearly a decade in organizations like Ernst & Young LLP and Deloitte
LLP where he worked in diverse roles with Audit & Assurance, Corporate Finance and Advisory.

Aasim completed his Bachelors in Economics (Honors) from The London School of Economics & Political
Science and is a Fellow Chartered Accountant from the Institute of Chartered Accountants in England &
Wales.

Khawaja Muhammad Ahmad - Group Head Operations

Khawaja Muhammad Ahmad joined the Bank in 2015 with vast banking experience in local and
international financial institutions. During his twenty seven years’ banking experience, he has worked in
a variety of leadership roles within branch and centralized operations in The Bank of Punjab, Prime

Commercial Bank, Standard Chartered Bank, Dubai Islamic Bank (UAE), Allied Bank and Soneri Bank.

Khawaja holds a BBA degree with specialization in Finance from Drake University lowa, USA.

Mohib Hasan Khan - Chief Information Officer

Mohib Hasan Khan joined the Bank in January 2016 and has helped the Bank to transform into a leading
technology driven bank. During the 27 years of his professional career in the field of Information
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Technology and banking, Mohib has served in different capacities on both local and international
assignments. He started his career with HBL in 1990 and served in a variety of technology leadership roles
in Pakistan, Asia Pacific and Middle East. He then joined Bank Al Habib in 2011 and served there for 5
years as CTO and CIO.

Mohib holds a Bachelors in Engineering degree in Computer Systems Engineering and a Masters in
Electrical and Communications Engineering from NED Engineering University, Karachi.

Tahir Khurshid - General Manager / Head of Audit & Inspection

Tahir Khurshid joined the Bank 15 years ago and currently leads the internal audit function. Prior to this,
Tahir served as Head-Islamic Banking & Shariah Audit and Head - Retail Banking Audit at the Bank. During
his 22 years’ professional career, he also worked at MCB in various roles within Corporate Banking, Trade
Finance and Operations. He holds substantial experience of evaluation of internal controls and business
processes in banking sector and has spearheaded key developmental projects.

Tahir holds a post-graduation degree with specialization in Islamic Finance. He has also obtained various
International certifications relating to Auditing and Islamic Finance including ETHICA (UAE) and CICA
(USA).

Hafsa Abbasy — Head Human Resources and Learning

Hafsa Abbasy joined the Bank as Head of Human Resources & Learning in 2017. She brings with her over
27 years of experience in Banking & Human Resource Management. She started her career as a
Management Associate at Citibank in Consumer Sales. Over the years, Hafsa has served as the HR Head
for Retail and Commercial Banking at RBS (formerly ABN AMRO), Head of HR for Engro Polymner &
Chemicals and Head of HR, Retail Banking Standard Chartered Bank. Prior to joining the Bank, Hafsa was
working at HBL as Head of Relationship Management, Talent & Diversity.

Hafsa holds an MBA in Finance & Marketing from the Institute of Business Administration, Karachi.

Bilal Asghar — Group Head Corporate, Investment Banking and International Business

Bilal Asghar joined the Bank in 2017. He was previously associated with Faysal Bank where he was Head
of Corporate & Investment Banking along with overseeing Financial Institutions, Cash Management and
the Special Assets Management businesses. Bilal possesses 22 years of rich and diversified banking
experience covering Corporate, Investment Banking, SME & Commercial, Islamic Banking, Retail
Banking, Consumer Finance, Fl and Special Assets Management in local and multinational banks.

Bilal is a graduate of University of Southern California in Business Administration. He is also a Certified
Director from Institute of Business Administration- Centre of Executive Education and also certified from
NIBAF on Islamic Banking.

7.6  OVERDUE LOANS

The Bank, its Chief Executive and directors; and its associated companies and undertakings have no
overdue loans (local and/or foreign currency)
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7.7 POWER OF DIRECTORS

As required under clause 47 of Part | of Table A of First Schedule of the Companies Act, 2017; and the
Articles of Association of the Company, the authority to conduct business of the Bank is vested with its
Board of Directors and they may exercise all such powers of the Bank as are not required by the Companies
Act, 2017 or the Articles of Association of the Bank or by a special resolution, required to be exercised by
the Bank in the general meeting of the shareholders.

7.8  NUMBER OF DIRECTORS

Pursuant to section 154 of the Companies Act, 2017, the number of directors of a listed company should
not be less than seven (7). At present, the Board consists of eight (8) directors, including the Chief
Executive Officer.

7.9 QUALIFICATION OF DIRECTORS

The qualification of an elected director of the Bank in addition to his/her being a member shall be the
holding of shares in the Bank of the aggregate nominal value of Rs. 10/- (Rupees Ten Only) in his/her own
name, relaxable in the case of directors representing interest holding shares. This is subject to section 153
of the Companies Act, 2017.

7.10 REMUNERATION OF DIRECTORS

Pursuant to Article 68 of the Articles of Association, subject to any restriction imposed by any law or SBP,
the board of directors shall determine a reasonable and appropriate remuneration to be paid to the non-
executive directors of the bank for every board meeting attended by them, to be ratified by the Bank’s
shareholders.

7.11 AMOUNT OF BENEFITS TO SPONSOR SHAREHOLDERS AND OFFICERS DURING THE LAST YEAR

No amount of benefits has been paid or given during the last year or is intended to be paid or given to any
sponsor shareholders or to any officer of the Bank other than as remuneration for services rendered as
whole-time executives of the Bank or as meeting fee for attending Directors Committee meetings to non-
executive directors as per the approved scale of fee.

7.12 INTEREST OF DIRECTORS

The directors may be deemed to be interested to the extent of fees payable to them for attending Board
meetings. The Directors performing whole time services in the Bank may also be deemed interested in the
remuneration payable to them by the Bank. The nominee directors have interest in the Bank to the extent
of representing the sponsors in the Bank.

7.13 ELECTION OF DIRECTORS

The Directors of the Bank are elected for a term of 03 years in accordance with the procedure laid down
in section 159 of the Companies Act, 2017 and Banking Companies Ordinance, 1962.
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The Directors shall comply with the provisions of Sections 154 to 159 and Sections 161 and 167 of the
Companies Act, 2017 relating to the election of Directors and matters ancillary thereto.

Subject to the provisions of the Companies Act, 2017 and Banking Companies Ordinance, 1962, the
Company may from time to time increase or decrease the number of Directors.

Any casual vacancy occurring on the Board of Directors may be filled up by the Directors, but the person
so appointed shall be subject to retirement at the same time as if he / she had become a Director on the
day on which the Director in whose place he / she is chosen was last elected as Director.

The Company may remove a Director in accordance with the provisions of the Banking Companies
Ordinance, 1962 and the Companies Act, 2017.

The present Directors of the Company were elected on May 27, 2015 for a period of 03 years.

7.14 BORROWING POWERS

Pursuant to Article 30 of the Articles of Association, the directors may, from time to time at their
discretion, raise or borrow or secure the payment of, any sum or sums of money or make any arrangement

for finance for the purposes of the bank.

The conditions on which the money may be borrowed are provided under clause 31 of the Articles of
Association of the Bank.

7.15 VOTING RIGHTS
The TFCs shall not carry any voting rights in relation to BAFL.
7.16 INTERNAL AUDIT
The Board of Directors has set up an effective internal audit function managed by suitably qualified and
experienced personnel who are conversant with the policies and procedures of the Bank and are involved
in the internal audit function on a full time basis.
The Board Audit Committee comprises of the following members:
=  Mr. Kamran Y. Mirza — Chairman
= Mr. Abdulla Khalil Al Mutawa — Member
= Mr. Khalid Mana Saeed Al Otaiba — Member
=  Mr. Efstratios Georgios Arapoglou - Member
7.17 BOARD HUMAN RESOURCE & NOMINATION COMMITTEE
The Board of Directors has set up an effective Human Resources function managed by suitable and

qualified personnel who are conversant with the policies & procedures of the Bank and are involved in
Human Resources function on a full time basis.
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PART VIl
8 MISCELLANEOUS INFORMATION

8.1 REGISTERED OFFICE / HEAD OFFICE

Bank Alfalah Limited

B. A. Building, I. I. Chundrigar Road, Karachi, Pakistan.
Phone: +92 (21) 3241 4030-10

UAN: +92 (21) 111 777 786

Fax: +92 (21) 32461275

Website: www.bankalfalah.com

8.2 TRUSTEE

Pak Brunei Investment Company Limited
Horizon Vista, Commercial 10,

Block No.4, Scheme No. 5, Clifton, Karachi.
PABX: (92-21) 35361215-19

Fax: (92-21) 35361213, 35370873
Website: www.pakbrunei.com.pk

8.3 AUDITOR OF THE COMPANY

KPMG Taseer Hadi & Co. Chartered Accountants
Sheikh Sultan Trust Building No. 2

Beaumont Road, Karachi.

Tel: 492 21 3568 5847

Fax: +92 21 3568 5095

8.4 LEGAL ADVISOR TO THE ISSUE

HaiderMotaBNR & Co.

D-79, Block-5 Clifton, Karachi — 75600. Pakistan.
Tel: (+92-21) 111-520-000, 021-35879097

Fax: (+92-21) 35871054

Website: www.hmcobnr.com

8.5 COMPLIANCE OFFICER

Mian Ejaz Ahmad

Group Head — Legal and Company Secretary
Mian.Ejaz@bankalfalah.com

3rd Floor, B.A Building

I.I Chundrigar Road,

Karachi, Pakistan.

Telephone #+92 21 3242 2358

Fax # +92 21 3241 3945
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8.6 REGISTRAR AND TRANSFER AGENT

F.D. Registrar Services (SMC-Pvt) Ltd.

Suit No.1705, . 17th Floor, Saima Trade Tower - A,
I.I. Chundrigar Road, Karachi

Tel: (92-21) 3227 1905-6

Fax: (92-21) 3262 1233

Website: www.fdregistrar.com

8.7 BANKERS TO THE ISSUE

1  Askari Bank Limited 8  Soneri Bank Limited
2 Bank Alfalah Limited 9 JSBank Limited
3 Bank Al Habib Limited 10 The Bank of Punjab
4  Faysal Bank Limited 11 Samba Bank Limited
5 MCB Bank Limited
6 Summit Bank Limited
7  United Bank Limited

8.8 CONSULTANT TO THE ISSUE

Arif Habib Limited

Arif Habib Center,

23, MT Khan Road, Karachi, Pakistan
Tel: 9221324681 17

Fax: 92 21 324 296 53

Email: dabeer.hasan@arifhabibltd.com
Website: www.arifhabibltd.com

8.9 MARKET MAKER

Arif Habib Limited

Arif Habib Center,

23, MT Khan Road, Karachi, Pakistan
Tel: 92 21 324 681 17

Fax: 92 21 324 296 53

Email: dabeer.hasan@arifhabibltd.com
Website: www.arifhabibltd.com

8.10 MATERIAL CONTRACTS / DOCUMENTS RELATED TO THE ISSUE

Investment Agreements between the Bank and the respective Pre-IPO investors are set out below:

Pre-IPO Investors Amount Agreement
Dated
1 Bank of Khyber 700,000,000 29-Dec-17
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2 National Bank of Pakistan 650,000,000 29-Dec-17
3 Askari Bank Limited 600,000,000 29-Dec-17
4 Zarai Taragqiati Bank Limited 500,000,000 29-Dec-17
5 Pak Brunei Investment Company Limited 500,000,000 28-Dec-17
6  Jubilee Life Insurance Company Limited 500,000,000 4-Jan-18
7 Habib Metropolitan Bank Limited 400,000,000 29-Dec-17
8 Pakistan Kuwait Investment Company (Private) Limited 400,000,000 2-Jan-18
9 Saudi Pak Industrial And Agricultural Investment 330,000,000 4-Jan-18
Company Limited
10  Pak Libya Holding Company Private Limited 300,000,000 2-Jan-18
11  MCB Bank Limited 290,000,000 3-Jan-18
12 United Bank Limited 250,000,000 29-Dec-17
13  Habib Bank Limited 250,000,000 29-Dec-17
14  Habib Bank Limited Employees Provident Fund Trust 250,000,000 29-Dec-17
15  EFU Life Assurance Limited 100,000,000 29-Dec-17
16  Askari General Insurance Company Limited 75,000,000 29-Dec-17
17  IGl Life Insurance Company Limited 50,000,000 29-Dec-17
18 Lahore University of Management Sciences 30,000,000 29-Dec-17
19 Muller & Phipps Pakistan (Private) Limited Staff Provident 25,000,000 4-Jan-18
Fund
20 Treet Corporation Limited Group Employees Provident 20,000,000 29-Dec-17
Fund
21  Packages Limited Employees Provident Fund 15,000,000 29-Dec-17
22 Packages Limited Employees Gratuity Fund 10,000,000 29-Dec-17
93 Bulleh Shah Packaging (Pvt) Limited Employees Provident 10,000,000 29-Dec-17
Fund
24 Bulleh Shah Packaging (Pvt) Limited Management Staff 10,000,000 29-Dec-17
Pension Fund
55 Attock Cement Pakistan Limited Employees Provident 10,000,000 26-Dec-17
Fund
26 Attock Cement Pakistan Limited Management Employees 10,000,000 26-Dec-17
Gratuity Fund
57 Bulleh Shah Packaging (Pvt) Limited Employees Gratuity 5,000,000 29-Dec-17
Fund
28  Tri-Pack Films - Employees Provident Fund 5,000,000 26-Dec-17
29 Attock Cement Pakistan Limited Management Employees 5,000,000 26-Dec-17
Pension Fund
Total 6,300,000,000

The Trust Deed between the Bank and Pak Brunei Investment Company Limited was signed on
December 26, 2017 in Karachi.

Underwriting between the Bank and the following underwriters:
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S.No Underwriter’s Name Amount (PKR)  Agreement Date

1 Arif Habib Limited 350,000,000 February 26, 2018

2 Ismail Igbal Securities (Pvt.) Limited 350,000,000 February 26,2018
Total 700,000,000

8.11 TRUST DEED DATED DECEMBER 26, 2017 BETWEEN BANK ALFALAH LIMITED AND PAK BRUNEI
INVESTMENT COMPANY LIMITED

8.12 INSTRUMENT CREDIT RATING REPORT BY JCR-VIS DATED NOVEMBER 15, 2017.

8.13 ENTITY CREDIT RATING REPORT BY PACRA DATED DECEMBER 29, 2017 & JCR-VIS DATED AUGUST
31, 2017

8.14 APPROVAL VIDE LETTER REFERENCE NO. GEN-740 DATED FEBRUARY 07, 2018 FROM PAKISTAN
STOCK EXCHANGE LIMITED.

8.15 APPROVAL LETTER REFERENCE NO. SMD/CIW/SA-88/15/2017 DATED FEBRUARY 14, 2018 FROM
THE SECURITIES & EXCHANGE COMMISSION OF PAKISTAN.

8.16 MARKET MAKING AGREEMNT DATED FEBRURAY 26, 2018

8.17 APPROVAL LETTER REFERENCE NO. BPRD/BA&CP/29935/2017 DATED DECEMBER 21, 2017 FROM
THE STATE BANK OF PAKISTAN

8.18 INSPECTION OF DOCUMENTS AND CONTRACTS

All the Balance Sheets and Profit & Loss Accounts, Copies of the Memorandum and the Articles of
Association, the Auditor’s Certificates, Trust Deeds, the Credit Rating Report by JCR-VIS & PACRA,
Clearance letter from PSX and the approval letters from SECP, and the copies of agreements referred to
in this Prospectus may be inspected during usual business hours on any working day at the registered
office of the Company from the date of publication of this Prospectus until the closing of the Subscription
Period.

8.19 LEGAL PROCEEDINGS

There are no pending legal proceedings other than ordinary routine litigation incidental to banking
business.

8.20 INDEMNITY

As per the Article 127 of the Articles of Association, every officer or agent for the time being of the Bank
may be indemnified out of the assets of the Bank against any liability incurred by him in defending any
proceedings, whether civil or criminal, arising out of his dealings in relation to the affairs of the Bank,
except those brought by the Bank against him in which judgment is given in his favor or which he is
acquitted or in connection with any application under section 488 of the Companies Ordinance, 1984
(currently section 492 of the Companies Act, 2017) in which relief is granted to him by Court.
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8.21 CAPITALIZATION OF RESERVES

Capitalization Mode Reserves Capitalized (PKR)
2009 Bonus Issue of Shares 1,499 Million
2008 Bonus Issue of Shares 1,495 Million
2007 Bonus Issue of Shares 1,500 Million
2006 Bonus Issue of Shares 1,000 Million

8.22 REVALUATION OF FIXED ASSETS

Office premises of the Bank were last revalued on December 31, 2015 on the basis of market values
determined by independent valuer M/s. Akbani & Javed Associates, M/s. Harvester Services (Private)
Limited and M/s. Asif Associates (Private) Limited. Revaluation surplus on fixed assets as per audited
financial statements for the year ended December 31, 2016 is PKR 4,559 million.

8.23 MEMORANDUM OF ASSOCIATION

The Memorandum of Association, inter alia, contains the objects for which BAFL was incorporated and
the business, which BAFL is authorized to undertake. A copy of the Memorandum of Association annexed
to this Prospectus is being published with all issues hereof except those released as newspaper

advertisement.

8.24 INVESTMENT IN SUBSIDIARY AND ASSOCIATED COMPANIES

Company Name

Subsidiary/Associate Percentage of holding

Alfalah Securities (Private) Limited Subsidiary 97.91%
Alfalah GHP Investment Management Limited Subsidiary 40.22%
Alfalah Insurance Limited Associate 30.00%
Sapphire Wind Power Company Limited Associate 30.00%
TriconBoston Consulting Corporation (Private) Associate 9.25%

Limited
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PART IX

9 APPLICATION AND ALLOTMENT INSTRUCTIONS

General instructions

1. ELIGIBLE INVESTORS INCLUDE:

a) Pakistani citizens resident in or outside Pakistan or Persons holding dual nationalities including
Pakistani nationality;

b) Foreign Nationals whether living in or outside Pakistan;

c¢) Companies, bodies corporate or other legal entities incorporated or established in or outside Pakistan
(to the extent permitted by their constitutive documents and existing regulations, as the case may
be);

d) Mutual Funds, Provident / pension / gratuity funds / trusts, (subject to the terms of the Trust Deed
and existing regulations); and

e) Branches in Pakistan of companies and bodies corporate incorporated outside Pakistan.
2. COPIES OF THE PROSPECTUS

Copies of the Prospectus and applications forms can be obtained from the Trading Rights Entitlement
Certificate (TREC) Holders of PSX, the Bankers to the Issue and their Branches, the Consultant to the issue
and the registered office of the Bank Alfalah Limited. The Prospectus and the Application Forms can also
be downloaded from the following websites:

(i) http://www.bankalfalah.com/; (ii) http://arifhabibltd.com/; and
https://eipo.cdcaccess.com.pk/public/index.xhtml

The applicants are required to complete the relevant sections of the application in order to get the
Securities in scrip-less form. In accordance with the provisions of the Central Depositories Act, 1997 and
the CDCPL Regulations, credit of such securities are allowed ONLY in the applicant’s own CDC account.

3. NAME(S) AND ADDRESS(ES) MUST BE WRITTEN IN FULL BLOCK LETTERS, IN ENGLISH, AND SHOULD
NOT BE ABBREVIATED.

4. ALL APPLICATIONS MUST BEAR THE NAME AND SIGNATURE CORRESPONDING WITH THAT RECORDED
WITH THE APPLICANT’S BANKER. IN CASE OF DIFFERENCE OF SIGNATURE WITH THE BANK AND
COMPUTERIZED NATIONAL IDENTITY CARD (CNIC) OR NATIONAL IDENTITY CARD FOR OVERSEAS
PAKISTANI (NICOP) OR PASSPORT, BOTH THE SIGNATURES SHOULD BE AFFIXED ON THE APPLICATION
FORM.

5. APPLICATIONS MADE BY INDIVIDUAL INVESTORS

a) In case of individual investors, a photocopy of the CNIC (in case of resident Pakistanis) / NICOP or
Passport (in case of non-resident Pakistanis) as the case may be, should be enclosed and the number
of CNIC / NICOP / Passport should be written against the name of the applicant.

b) Original CNIC / NICOP / Passport, along with a photocopy, must be produced for verification to the
Banker to the issue and the applicant’s banker (if different from the Banker to the issue) at the time
of presenting an application. The photocopy will, after verification, be retained by the branch along
with the application.
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6. APPLICATIONS MADE BY INSTITUTIONAL INVESTORS

a)

b)

Applications made by companies, corporate bodies, mutual funds, provident / pension / gratuity funds
/ trusts and other legal entities must be accompanied by a photocopy of their memorandum and
articles of association or equivalent instrument / document. Where applications are made by virtue
of power of attorney, the same should also be submitted along with the application.

Photocopies of the documents mentioned in paragraph 6(a) above must be produced for verification
to the Banker to the Issue and the applicant’s banker (if different from the banker to the issue) at the
time of presenting the application. The copies, will after verification, be retained by the bank branch
along with the application.

7. ADDITIONAL INSTRUCTIONS FOR INVESTORS

a)

b)

d)

i)

k)

Only one application will be accepted against each account, however, in case of joint accounts, one
application may be submitted in the name of each joint account holder.

Joint application in name of more than two persons will not be accepted. In case of joint application
each applicant must sign the application form and submit copies of their CNICs / NICOP / Passports.
The securities will be credited to the CDS account mentioned on the face of the form and where any
amount is refundable, in whole or in part, the same will be refunded by cheque or other means by
post, or through the bank where the application was submitted, to the person named first on the
application form, without interest, profit, or return. Please note that application will be considered as
a single application for the purpose of allotment of securities.

Subscription money must be paid by cheque drawn on applicants own bank account or pay order /
bank draft payable to one of the Bankers to the Issue in favor of “IPO OF Bank Alfalah Limited - TFC”
and crossed “A/C PAYEE ONLY”.

For the application made through pay order / bank draft, it would be permissible for a Banker to the
Issue to deduct the bank charges while making refund of subscription money to unsuccessful
applicants through pay order / bank draft individually for each application.

The applicant should have at least one bank account with any of the commercial banks. The
applicants not having a bank account at all (non-account holders) are not allowed to submit
application for subscription of securities.

Applications are not to be made by minors and / or persons of unsound mind.

Applicants should ensure that the bank branch, to which the application is submitted, completes the
relevant portion of the application form.

Applicants should retain the bottom portion of their application forms as provisional acknowledgment
of submission of their applications. This should not be construed as an acceptance of the application
or a guarantee that the applicant will be allotted the number of securities for which the application
has been made.

Making of any false statements in the application or willfully embodying incorrect information therein
shall make the application fictitious and the applicant or the bank shall be liable for legal action.

Banker to the issue are prohibited to recover any charges from the subscribers for collecting
subscription applications. Hence, the applicants are advised not to pay any extra charges to the
Bankers to the issue.

It would be permissible for a Banker to the issue to refund subscription money to unsuccessful
applicants having an account in its bank by crediting such account instead of remitting the same by
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m)

cheque, pay order or bank draft. Applicants should, therefore, not fail to give their bank account
numbers.

Submission of false and fictitious applications is prohibited and such Application Money may be
forfeited under section 87(8) of Securities Act, 2015.

Gouse3tb e m b 7G s S 15T L AT e B 87 (7)) ~ L 20168 122 i e TEV e
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8. ADDITIONAL INSTRUCTIONS FOR FOREIGN / NON RESIDENT INVESTORS

a)

b)

(In case of Foreign investors who are not individuals, applications must be accompanied with a letter
on applicant’s letterhead stating the legal status of the applicant, place of incorporation and
operations and line of business. A copy of Memorandum of Association or equivalent document
should also be enclosed, if available. Where applications are made by virtue of Power of Attorney, the
same must be lodged with the applications. Copies of these documents can be attested by the Bank
Manager in the country of applicant’s residence.

Foreign / Non-resident investors should follow the payment instructions given in Para (2.13) of the
prospectus.

9. BASIS OF ALLOTMENT

The basis and conditions of transfer of securities to the General Public shall be as follows:

a) The minimum amount of application for subscription of TFCs is Rs 5,000/- Application for TFCs below
the total value of Rs. 5,000/- shall not be entertained.
b) Application for TFCs must be made for Rs. 5,000/- TFCs or in multiple thereof only. Applications, which
are neither for Rs. 5,000/- TFCs nor for multiple thereof, shall be rejected.
c) Allotment/Transfer of TFCs to successful applicants shall be made in accordance with the allotment
criteria/ instructions disclosed in the Prospectus.
d) Allotment of TFCs shall be subject to scrutiny of applications in accordance with the criteria disclosed
in the Prospectus and/or the instructions by the Securities & Exchange Commission of Pakistan.
e) Applications, which do not meet the above requirements, or applications which are incomplete will
be rejected. The applicants are, therefore, required to fill in all data fields in the Application Form.
f) The Issuer will credit the respective CDS accounts of the successful applicants.
10. BANKERS TO THE ISSUE
Code Name of Bank Code Name of Bank
01 Askari Bank Limited 07 United Bank Limited
02 Bank Alfalah Limited 08 Soneri Bank Limited
03 Bank Al Habib Limited 09 JS Bank Limited
04 Faysal Bank Limited 10 The Bank of Punjab
05 MCB Bank Limited 11 Samba Bank Limited
06 Summit Bank Limited
11. CODE OF OCCUPATIONS
Code | Occupation Code | Occupation
01 | Business 06 Professional
02 Business Executive 07 Student
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03 | Service 08 | Agriculturist
04 | Housewife 09 Industrialist
05 Household 10 Other

12. PUBLIC SUBSCRIPTION THROUGH e-IPO:

e-IPO is submission of application for subscription of securities electronically through internet, Automated
Teller Machines (ATM) and mobile phones. In order to facilitate the public during IPOs, SECP has
introduced the concept of e-IPO. The following two systems are available for e-IPOs:

(i) Centralized e-IPO System (CES):

The Central Depository Company of Pakistan Limited (CDC) has developed a Centralized e-IPO System
(CES) through which applications for subscription of securities offered to the general public can be made
electronically. CES has been made available in this IPO and can be accessed through the web link
(www.cdceipo.com). Payment of subscription money can be made through 1LINK's member banks
available for CES, list of which is available on above website.

For making application though CES, investors must be registered with CES. Registration with CES is free of
cost and a self-registration process by filling the CES registration form, which is available 24/7 all around
the year. Investors who have valid Computerized National Identity Card (CNIC), bank account with any of
the commercial bank, email address, mobile phone number and CDS Account (Investor Account or sub
Account) may registered themselves with CES.

Investors who do not have CDS account may visit www.cdcpakistan.com for information and details.

For further guidance and queries regarding CES and opening of CDS account, investors may contact CDC
at phone Number: 0800 — 23275 (CDCPL) and e-mail: info@cdcpak.com.

For further detail on CES, please refer to para (2.10).
(ii) e-1PO facilities by Bankers to the Issue:

Currently, United Bank Limited (UBL), Summit Bank Limited (SMBL) and Bank Alfalah (BAFL) are providing
e-IPO facilities to their respective accountholders.

UBL account holders can use UBL Net Banking to submit their application via link
http://www.ubldirect.com/corporate/ebank

SMBL account holders can use SMBL Net Banking to submit their application via link
https://ib.summitbank.com.pk and

BAFL account holders can use BAFL Net Banking to submit their application via link:
https://netbanking.bankalfalah.com

13. Nationality Code

CODE NAME OF COUNTRY CODE NAME OF COUNTRY
001. US.A 006. Bangladesh

002. U.K 007. China

003. U.A.E. 008. Bahrain

004. K.S.A. 009. Other

005. Oman
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For further queries, you may contact:

Contact details of relevant person of the Issuer Contact details of relevant
person of Consultant to the
Issue
Zain Alam Manesh Kumar Dabeer Hasan
+92 213312 2619 +92 21 3312 2615 +92 21 3246 5891
zain.alam@bankalfalah.com manesh.kumar@bankalfalah.com | dabeer.hasan@arifhabibltd.com
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PART X
10 SIGNATORIES TO THE PROSPECTUS

Director Designation Signature
Nahayan Mabarak Al Nahayan Director/Chairman sd/-
Abdulla Nasser Hawaileel Al Mansoori Director sd/-
Abdulla Khalil Al Mutawa Director Sd/-
Khalid Mana Saeed Al Otaiba Director sd/-
Efstratios Georgios Arapoglou Director sd/-
Khalid Qurashi Director sd/-
Kamran Y. Mirza Director Sd/-
Nauman Ansari President & CEO Sd/-
Witness 1 Witness 2
Name: Aasim Wajid Jawad Name: Anjum Hai
Designation: Head of Strategy Designation: Chief Financial Officer
Signature: Sd/- Signature: Sd/-

Dated:
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PART XI

11 MEMORANDUM OF ASSOCIATION

1.

THE COMPANIES ORDINANCE 1984
COMFANY LIMITED 8Y SHARES

MEMORANDUM OF ASSOCIATION
OF

BANK ALFALAH LIMITED

The name of the Company = BANK ALFALAH LIMITED.

The Registerad Office of the Company/Bank will be siluated in Kara-
chi in the Province of Sindn.

The cbjects for which the Company/Bank is established are 10 carnry
on In Pakistan and all other paris of the werid the business of a
“panking company” as defined by Banking Companies Orcinance,
1962 or any amendment thereto or substitution thereof, and without
prejudice te such generality, to accent, for the purpeses of lending or
Investment, of deposits of money {rom the public, repayabie cn de-
mand or otherwise, and withdrawable by cheque, draft, order or oth-
envise and particularly the following forms of Dusiness:-

The borrowing, raising or izking up of meney, the lending or advanc-
ing of maney either upor or without security; the drawing, making,
accepting, discounting, buy}:g’scmﬁg collecting and dealing in Sills
of exchange, hundies, promssory noles coupons, drafts, bills of lad-
ing, railway recaipls, warrarts debéntire cemhcalcs scrips, partici-
pation term certifical as ferm finance cerlificates, musharika
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certificates, mogaraba cerlificates and such other instruments as
may be approved by State Bank of Pakisian and other instrumants,
anc securities whether transfarable of negotiabia or not; the granting
and issuing of letters of credit, travallars’ chaques and circular notas;
the buying, sefling and dealing in bullion and species; the buying and
selling of fereign excharge including loreign bank notes: the acquir-
ing, holding, issuing on commission, underwriling and dealing in
tock, funds, shares, cebentures, debentures Stock, Bonds, obliga-
tions, securities, participation term cerlificates, term finance ceriifi-
cales, Musharika cerlificates, Modaraba certificates and such other
instruments as may be approved by the State Bank of Pakistan and
Investments ¢f all kinds; the purchasing and selling of bonds, scrips
or other forms ¢f securities, participation tarm cerlificates, term fi-
nance certificates, Mushanka certificates, Modaraba certificates and
such cther instruments as may be aporoved by the State Bank of
Pakistzn on behalf of censtituents or cthers the negotiating of loans
and advances, the receiving of all kinds of bonds, scrips or valuables
on deposil, or for safe custody or ethenwise; the providing of safe de-
posit vaults; the collecting and transmitting of money and securities.

2. The providing of finance as defined in the Banking Companies {Re-
covery of Loans, Advances, Credits and Finances) Act, 1997.

3. Acting as agents for any Govemment cr local authority or any other
person or persons; the carrying on of agency business of any de-
seription including the clearing and forwarding of goods, giving of re-
ceipts and discharges and otherwise acting as an attorney on behalf
of customers, but excluding the business of a managing agent or
treasurer of a company.

’./\"— 3
4, Acting as “Modaraba Company” under the provisiopS et the Moda: <.
raba Companies and Modaraba (Floatation and Cdatrof) Ordinarice,
1880. f , :

5, Contracting for public and private %eans and nego)‘éﬁh
the same.

\ U
@

~

6.  The effecting, insuring, guaranteeing, undenwriting, participating, and
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12,

13.

14.

A

Bank Alfalah

managing and carrying out of any issue, public or private, Gov-
emment, Municipal or olher ©ans or of shares, Stock, debentures, de-
bentures slock or other securities of any company, corporation or asso-
ciation and the lending of maney for the purpose of any such issue.

Carrying on and lransacting every kind of guaraniee and indemnily
business.

Purchase or acquisition in the normal course of ils banking business
of any property, including commedities, patents, designs, trademarks
and copyrights with or wilhout'buy back arrangements by the seler
or ior sale in the form ol hire-purchase cr on deferred-payment basis
with mark-up or for leasing or licensing or for rent sharing or for any
other mede of financing.

Managing, ssiling and realising any property which may come into
the possession of the Bank in satisfaction or part satisfaction of any
of its claims.

Acquiring and heiding and generally dealing with any property or any
right, title or interest in any such property which may form part of the
security for any Ipans or advances of which may be cornacted with
any such security,

Undertaxing and execuling trusls.

Undertaking the administration of estates as axacuter, trustee or oth-
enwise.

Establishing and supporting ¢r aiding in'lﬁe“establ':shment and sup-
port of asscciations, inslituticns, HUnds, tausts and Sonveniences cal-
culated to benefit amployees or ex-employees ot the Bank or the
dependents or connactions of stich persons. granting pensions and
allowances and making payments towards insurance; subscriding to
or guaranteeing moneys for ch'aiitable or benavolent cojects or fer
any exhibition or for any public, general'or useful coject.

The acquisition, construclion, maintenance and altaration of 2ny builc-
ing or works necessary or convenient for the purpose of the Bank.
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15.

16.

17.

18.

20,

(V)

()

A

Bank Alfalah

Selling, improving, managing, developirg. exchanging, leasing,
mortgaging, disposing of or turing into account, or othenvise ceal-
ing with all or any part of the pregerty and rights of the Bank.

Acquiring and underiaking the whole cr any part of tha business of
any person or company, when such business is of a nature enumer-
ated or describec in Section 7 of the Banking Companies Ordinance,
1962.

Doing all such olner things as are incidental or conducive 1o the pro-
mation or acvancemen: ¢i the business of the Bank.

Any other form of business which the Faderal Governmen: may by
notification in the Official Gazete, specify as a form of business in
which it is lawiul for a banking company t¢ engage.

Tha Company/Bank shall not form any subsidiary company except a
subsidiary company formed for one or one mare of lhe purposes
specified in Section 23 of the Banking Companies Ordinance, 1962
and subject to cother restriclions as laid down in that section.

To carry on, outside Pakisian and all other parts of the world, tha
business of a banking company and all ¢r any of the businesses
aforementioned in this Memorandum, including those incicental or
alied therato, and such other business as may be permited by and
in accordance with the laws and regu'ations applicable in such other
parts of the world.

The liabilty of the members is limited.

The Autherised Capital of the Company / Bank is Rs. 23,000, COBEONE"
civided into 2,300,000.C00/= shares of Rs. 10/= each vmh’iho ﬁgnls

privleges and condiiers altzching thersto as are provided by ]-‘iefegu!am
of the Bank for the time being with pewer to increase the capital,
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PART XIi
12 APPLICATION FORM

SUBMISSION OF FALSE AND FICTITIOUS APPLICATIONS IS AN OFFENCE UNDER SECTION 87(7) OF THE SECURITIES ACT, 2015 AND SUCH APPLICATIONS' MONEY MAY BE FORFEITED UNDER SECTION
87(8) OF THE SECURITIES ACT, 2015
SIS e Tk P 2T A IS T BT(T ) A ONS 2016k e e e TV
i G S b Tl BT7(B) A OS 2016k 2@ g B S T i 1 S ded’
INVESTMENT IN SECURITIES IS A HIGHLY RISKY BUSINESS. INVESTORS ARE, THEREFORE, ADVISED IN THEIR OWN INTEREST TO CAREFULLY READ THE CONTENTS OF THE PROSPECTUS
ESPECIALLY THE RISK FACTORS BEFORE MAKING ANY INVESTMENT DECISION.
Bank Alfalah Limited
SUBSCRIPTION DATE
-APPLICATION FOR SUBSCRIPTION OF TERM FINANCE CERTIFICATES (TFCs) March 8, 2018 & March 9, 2018 during
banking hours
As per the Section 72 of Companies Act, 2017, the TFCs shall be issued in book-entry form only. Therefore, TFCs of Bank rokiers Stano & 000
Alfalah Lmitod shall only be issued in scrip-less form in the CDS of CDCPL (Refer to instruction No.4 on the reverse horeof) R
Bank Alfalah
PAR IPANT / Al UNT
i Eiracions: ol L SUB ACCOUNT NUMBER HOUSE A/C NO. i
Bank Alfalah Limited PSX
- ) 5 e B ) : i
Karachi.,
W """"”""‘ com CDC INVESTOR ACCOUNT ID | CDC INVESTOR ACCOUNT NO.
1) /We apply for the following number of TFCs at Rs. 5,000 per certificate for the value indicated below: Banker's Stamp
@Mﬁ g
2) IWe agree to accept the same or any smaller number of TFCs that may be allotted to me/us upon the terms as stated in the prospactus. We authorize you o credit the £
TFCs to me/us pursuant to this application and If no TFCs or a smaller number of TFCs are allotted to me/us you are hereby authorized to return to me/us by cheque or other BIO o
means my/our application money for the amount of TFCs not credited to me/us. [ ] [ ] I
T S —
Rosident M Application Serial No.
3) DECLARATION (ontenens 2 L T T T T 1
We declare that i) | am/we are national(s) of ll) | am/We are not minor(s); Ill) /We have not made nor have l'we instructed any other person(s)/institution (s) to make any other application(s) in
mylour name(s) or in the name of any other person on my/our behalf of  fictitious name; iv) I'\We agree to abide by th instructions provided with this application and in case of any information given herein being incorrect

I/we understand that \we s!
Yours faithfully,

1 not be entiled 10 the allotment of TFCs 1 successiul rather the application mumy shall be liable to confiscation if this declaration proves to be incorrect at any time.

4) CONSENT
/We hereby agree to appoint Pak Brunei Investment Company Limited as the Trustee in respect of the TFC and the transaction documents.

a) b)
5) ALL DETAILS MUST BE WRITTEN IN BliLloJlc K] -TiL[EIT[TIE]IRTS IN THE SPACES PROVIDED, LEGIBLY IN BLACK PEN
a) Name In Full (as per CNIC)
0 Cow—
Fathor's/Husband's Name (as per CNIC)
Tdentity Number
(CNIC/ No.)
Identity Number
(NTN")
E IO GHEGK STATUS OF THE INVESTORS A8 TAY RETURN THE ACTIVE TATL) AVAILABLE ON THE WEBSITE OF FBR. FLEASE NOTE THAT REDUGED TAX
o AppLI 'oF PrROFIT.
Full Address
Occupation
Phone No. Py Musiim Non Mustim
ank Account No. nans 1] [ ]
- For and Foreign Investors Only
= o g | | [ [ J-T [ [ ]
issvest [ O O 5

Corporate Business Letter enciosed | | | N | Nationality Code. | | | | Country of Residence | | | | | | | | | |
6) FOR JOINT HOLDER, IF ANY
o) Nama in Full (88 per GNIG) I [ [ [ I I I I i [ i [ [ I [

Pleate Tick | | | | | | [ | [ | | | [ [ [
(CNIC! No)
7) PROFIT 10N Mark tick [ ¥ ] in the appropriate boxes Yes [ ] No[ ]
Incase the Applicant intends that if TFCs applied for are issued to him/it and the subsequent profit payment and redemption of TFCs by the company, is credited directly in his/it bank account, instead of issue of pay order/
crossed cheque, then please fill in the following boxes:
Title of Account
International Bank Account
Number (IBAN)
Bank Name

Signature of the Applicant as
Branch Name and Address
the Bank account
G BE FILLED IN BY THE APPLICANT'S BANKER)
8) It is certified that the Nt number as mentioned above at this bank branch and his/her/their particulars and signature(s) are correct and
verified as per the bank's record and thier CNICIPulpoﬂ e further cotified that only one application has besn made In the name of the above account hoder through e branch, We aisol

confirm that the original CNIC/Passport has been
Note: In case the subscription money Is paid hrouah a bank othor than the Bankers 1o the lssue (through pay order or bank draft), this certification shall be provided by the|
manager of the bank where the applicant maintains his/her bank account.

Bank's Authorized Signatory
Bank's Rubber Stamp

SPECIMEN SIGNATURE(S) |

b)

Bankers to the Issue's Provisional acknowledgement of application for TFCs of Bank Alfalah Limited

Received from Mr/Ms/Mrs. application for

Name of Bank I Branch Code I Application Serial No. Date of Receipt

[ T T T [ T T T T [ T [ T T=T T JT=TT catving Gank

IMPORTANT: (i) This slip must be retained by the Applicant Ii) Please read Instructions provided with this application

Page 145 of 146



TFC Prospectus | Bank Alfalah Limited

Bank Alfalah

UL LM ANS ARV AT 0N
2 CUCIILE INVESTORS INCLLOC:
o PAD e a0 radbor v e onh es Aol Fenan sddaidie red e MR vt ng At as iy
1) Faraigr Maticess whacher Birg @ o0 sasde Paidoue.
Kl Sorrparka, Sads coDeN o ol e | Bge ST Fooeaoneted or AT abed 1 oe ceti 32 Aebiban 112 B ovx et 2oy Hhad Un I contasive S aTes ot catig reglet oo o the e v bal:
o I T T L LT FE N T P |
o Brwacven in Pakatan o 334 Bodes €37 3 Pakatan
2 COPRSOF ™sE PROTRCTUS
N e T S L L T ¥ IO PR | B RTR D R R S N R TP A e P P I L e et |
¥ice o tha Benk Nialah Linftec, The Froiascso e the Az can o9 Forra 227 abo 30 donr cadec 1oy 19 ‘oloving asaiie
Nupliowe sondgdrar s M LN LR e
B e T L B L s T L e o e e T e B R e L L
aredt ohaack imcartes e slowes DSLY In e apbcav?s oan S0C moourt
3 RANEN] AND ACORESHEY WOST B2 WIRTTEN N FULLS DOC CETTITS, M EMOLIH, S50 SHOUID NOT S8 ARBREYKTED,

LA T R T Tl ABPUCANT S BAAERL I8 G L6 LOHRARS MCH CF SIMLILRE WTTH THE AN A3 LIV (AL D
NAT OWAL IDONTITY CARD (CNC] DA MATIOWAL DINTTY CAAD FOR wmusMWAunomuvmn.mnwl 20U K ne
s amy

o
BN W cwn o i dad F sy, 3 phaviign 31 e (00 |8 (20 31 oaciee t Fahaan it § ME0P or Pautpar (n cven of 023w didean 230wk 34 the 234 e/ be, Sa i be pacieasd W the ¥ avhae of ONC IR0 S Baogarat
12 beaciTer age Tt 15 rarw of 15 g art
D000 n A AN S MTOR  Piee L drmat e phehxa ent e oned 2oed o vt Soaton o Lhe Sk 1o 1he s awd (e axdans by (F chrer] oes Jw Banir e e sesad e dve sl vaeim e
Mphasan Te phetaaz wll 20 e TIEor, e (pLiwd by e bowi shng witk 1 gy koir.
£ A w
P g e byo e, e e, v e, im0y s ) Bnd s cad ohwy pd  vaad b mer g me il g s W o D s s by b e s b
SRR LU [ COrWOL WhaS 30 IEAoes 310 T a6 by ATLE 1 20aer T1 1270 198 108 1934 Mo b nbeiTad 2 ceg Wi e a2 i
PO Pretcaa o e 2200 TaTh TATIaWE I oeragr it Gl a3 Tl be 2oduoet 120 v s 29 90 e Beverr 10 P toae e the appiad > derber |1 2 Purem iy the sarker 20 e bl 2 T b of provrding e

A e cogees, Ay e b iy bt s e Ees le e bea e B seh e gl v

2 5

- Ce 7‘:!’!!’!‘! A‘ ’llxvl’ gt seth ezourt. heanet I omo of JAY eroourh, one end oot 37 Ty be e Skt d nthe serne of cmcy ot acoa et b by

] S PTE TR N PR e T E ST R T P EETRES Pt vast dgnthe gk ae w1 DM NI ) ot e e e el

Teer: Krebacuds,

CEE e W T R, 1) fecpenes s (i o he i fony, APt iy, poff, or sdta

W

SETEIPETE FOrEy P 36 pu E By B ErIwT OF B30 SRS 2 BrE 0Ur of Fay ceder § Bark 490 paryubbe o cek of e Cavarns 12 19 Liee 7w 3 PO OF Osek AMaleh Uirked - TTC” ar crosses "ASC

PTER DY

0 B e L b e e A e e o e e e L T e L T PR P T S
orrer bak crwft Inci 4 ey 1z pach apg Roation,

0 Pa, 1 arse Wl Be 1 Sed by chegae 0 et s Ty peet or thezagh the 2ark Ao 1
Phromrerwds Ivd eock seb 2y w Do cxobdned 6 23 ngheopp o 20 b Fw pooaoe = dlotrwrd of

n

. The ans wanl duahi bt buid Bk et avhioen ol S imemnrhd ek The b o b o bua b mcnu ] £ o8 femy crmand bebbon] avmd b - o
wouitee

" Fedoaban e sl b aervan byvven

o B B L L P e e P

" AOph Y 190 rets 3 1% botiary 27330 ' the T aphordon fere e roel sed s on sigTer
o rwans verl o d e obiod Swranbe ol atisn e stah e s b b s lmer v ek

22y whon o the r gk cxsom Ty show 2 P31 SecIwTURS 1 Y accaptawe X the 1

] Paicing of arm Lot a3mraet by e 3208 £ vat\.t."lmﬁ¢tm--lﬂnuullm-culn-:lbmu«lalm;uu-xc.wu 1tk ol B0 e S bl 3330

] Darber 20 the lnas e prob bt te recrear arg chagm o the cofmcting -y g to the L

L THmvwa e be perwin bhbe fon o Sahies b Do s te rek ey b gy bds b -4wmmh«uunu-ha-mm«vnalum»ncwzmc o ek o
bark 4001 Aas et dadd, llmmlﬂulhmhnu-nmm

L} of e ¥y sertior BGK of Sooutse far, 203

«

SiondW e Tk ST SN AN ITL A T RI(7) AN 205K S b T e e
-._-_._'?‘-I( J‘A,b.ﬂ.'. 87(8). ‘JJ 2016528 122, .-_J\' It o T S - qu._/p"l—/

1 ACOMOWY. IWSTIUTTIONS TCR FOMEXIN / RO PES DENT INVISTORS

0 TNV O g 8 o adiit aha 2w rad ek, ApdeIam v atd Lo BCay§aend wih 3 BN (n 36 €2 0T bIntead (g 1he i Saom of the Nydcad, S ol cowban el epwaten wudl s ot
Buukez 4 copy = AToonoLm o AL a5 or eccalert zarert 15344 M hasec, (1w able. Mwre e rade 3y Vi of Fraer of Atorsey. the mama Tau be oagec a it the sppiewions.
Cop s ol e doomwr s oo be sAciad by 192 S Aevg o v e comdrg 3l ape Dy roskoee

] e T e T T Pl Y PR e

2 DARS OF ALOTMINT

o v vew oord bues ol b sber of sco i bo e Semorel b b ke o e

. TES CRav et ATeart o 2pd €20 o0 B 1t pRa 3% 10 KR WK A M o oa B THCC B T 1o i en of 1 S DO ol v be et

L ﬁu‘ainvmnn Barrade 120 i, 50006 TP oo nred e ivorna onby. Acplcadon, which ars sadar br M 20000 TPSs ras Sor 83 0 Dwern ', o0l e sefacme.

Whranis ol 1 e e T e e T BT

4 uuu-rvrrcmu ba raxect v saetyy of aadkordsw r euzetance wihthe Wl’tﬂuh“‘*ﬂuﬂln(‘l‘mwnnﬁc SeaurtiecA Bxhange Cormiuicr of Pl awn

Shereiore, reeared 13 10 in ol 4t Pk v the fppicrion forme.

L]
[ THE Bt U mBE I8 ot (U5 aiicmats o |

B DASBIES TO TIK ESLE 11, Q0K CF DOCUMNTIONS

e
| Coste | Quienihon |
A Berh Lvas @ P v
dark AldshUriag [ e Lwate
0 Tk AL et w PRIV
"o el Mk Lrer I T Y 02| oasarally
& WD et Lrhee & Zaviadark riee P weasshold
[ ce T |
B UL SRR TION TRRCUGH & B0
A0 b bk 027 ot o9 bor 3 beci s o ok trougy riaret Autoreses Tees Machines IATM) ar g mobde phorm Iorde: 13 %t tex the pbbccireg Piu SCF Pm rioduoes the coeoegt >
FIRO T b ca s g v ndows e oAb T ¢ Iy
H Coeralond o B0 S (68

“hwe Carrol Coponizory Zarypars 2* Salirne Uy ked X2 han ceve zpad o Corraloed - FO Surtery JO05) hrzagh atich apg leatiors 120 sasicrption of e
B I L e el
wraa

Tor rak rg sps oathor thaagh CES raciia wast be raghvxrod Wiy 28 Paghret 29 A 09 T20 6 e 2 ot ot @ 3 0 oag strrdon proox o ba § Sy 19 D28 sagbiye 8on ooy, A%k b o b 24T ol oraawd e port Iniions
B L e e O R T P )
£

vedon wha 42 »al Save (D3 sccoert rws dhid od fead

o Arthe pnbbiein and qamiom ongahag O el opwn rg of CE8 miaa ), Fasius wupcentnt L0 0 wwww Ravker (830 = 200 XDOA ) swd e-vad ble@idipation

For Aurther daea d on OIS, phense reder oo pars (10|

BP0 L Wi vy o s S e e e

Carvwcty, Wvee GascUvied LEL Saved Qark Jreond |V B 00d Qark mibdak 28701 a0 w:u u:omu-wumm‘m Bz rtwbden

UL sccoe v wobiers cor Lok U, Mot Bavarg b3 saare 4 Lha sppdoason v b Rl
ok e bakes s, WA R R e abve e s and il

1 c¥eved to the geranel publc can te Tade elecozaioa b C05 e
Inmmwadorpe amel Favasiols fnc s odmnmons s be v ek Herad 1NES im0 (v ddb b ie i avd boasddoo b

\oxw

i
WAV OT Qoun Y (3 WL 07 o T
[[ET) [
e 75}
nes "
€y e e
Bver .
For S i, o ey et
e e T e
sav i T Mo
R 21 3512 2810 452 21 5232 2818 122 e s
20 o e v Rake b cory | et bava® taka et com st oo vy Nerlnblbcoa

Page 146 of 146



