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BANK ALFALAH LIMITED

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018



AClAARl346l2A19
14 Februa ry 2019

The 8oa rd of Directors
Bank Alfalah Limited ("the Bank")
Karachi

Dear Sirs

DRAFT CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

We are pleased to enclose the draft consolidated financial statements of Bank Alfalah Limited (the Bank)
and its subsidiary companies namely Alfalah Securities (Private) Limited and Alfalah GHP lnvestment
N4anagement Limlted (together referred to as the group), prepared by the management of Holding
Company, for the above year, together with our draft audit report thereon to the members, initialed by us
only for identification purposes. We shall be pleased to sign and issue our audlt report, in the present or
amended f orm, after:

a) the Board has approved the consolidated financial statements and these have been signed by the
Chief Executive, Chief Financial Officer and three Directors of the Bank authorized in this behalf;

b)

c)

we have received a certified true copy of minutes of your meetinq approving the !onsolidated
fina ncial statements;

we have received the audited unconsolidated financial statements o, Bank Alfalah Limited for the
year ended 31 December 2018 and audited financial statements of Alfalah Securities (Private)
Limited and Alfalah GHP lnvestment Management Limited for the year ended 31 December 2018;
and

we have received a representation letter duly siqned by the Chief Executive Officer and Chief
Financial Officer of the Holding Company on the lines of a draft provided to the management.

RESPONSIBILITIES OF THE AUDITORS AND THE MANAGEMENT IN RELATION TO THE
CONSOLIDATED FINANCIAL STATEMENTS

The responsibilities of the independent auditors in an audit of consolidated financial
statements are provided under the Companies Act, 2017 and lnternational Standards on Auditing
as a pplicable in Pakistan.

While the auditors are responsible.for forming and expressing their opinion on the financial
statements, management is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with the accounting and reporting standards as

applicable in Pakistan and the requirements of Companies Act, 2017(XlX ol 2Ol7) and for such
internal control as management determines is necessary to enable the preparation of these
consolidated financial statements that are free from material misstatement, whether due to fraud
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ln preparing the consolidated financial statements, management is responsible for assessing the
Group's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Group's financial reporting process.

? CONTINGENCIES AND COMMITMENTS

We have been informed by the management that there were no contingencies and commitments
as of the reporting date that are required to be disclosed in the accompanying consolidated
financial statements, other than those disclosed in note 22 to the consolidated financial
stat em e nts.

4. TRANSACTIONS WITH RELATED PARTIES

We have been informed by the management that there were no transactions with related parties

other than those disclosed in note 45 to the accompanying consolidated financial statements.

5. FRAUDS AND ERRORS

We have been informed by the management of the Group that to the best of their knowledge there
have been no instances of frauds or irregularities during the year that could have a material effect
on the consolidated financial statements of the Group.

We wish to place on record our appreciation for the courtesies and co-operation extended to us by the
management and staff of the Group at all levels during the course of our audit.

Yours faithfully

Oy F.-ill+l*
Encls:

OC/AAR/bf.
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DRAFT

INDEPENDENT AUDITORS' REPORT

To the members of Bank Alfalah Limited

Report on the Audit of the Consolidated Financial Statements

Oplnlon

We have audited the annexed consolidated financial statements of Bank Alfalah Limited (the Bank)

and its subsidiaries (the Group), which comprise the consolidated statement of financial position as

at 31 December 2018, and the consolidated profit and loss account, the consolidated statement of

comprehensive income, the consolidated statement of changes in equity and the consolidated cash

flowi statement for the year then ended, notes to the consolidated tinancial statements, including a

summary of significant accounting policies and other explanatory information.

ln our opinion, consolidated financial statements give a true and fair view of the consolidated financ ia I

position of the Group as at 31 December 2018, and (of) its consolidated financial performance and

its consolidated cash flows for the year then ended in accordance with the accounting and reporting
standards as applicable in Pakistan.

Basis for Opinlon

We conducted our audit in accordance with lnternational Standards on Auditing (lSAs) as applicable

in pakistan, Our responsibilities under those standards are further described in the Auditor's

Responsibilities for the Audit of the Consolidated Financial Statements section ot our report. We are

independent of the Group in accordance with the lnternational Ethics Standards Board for
Accountants,Code ot Ethics for ProJessional Accountants as adopted by the lnstitute of Chartered

Accountants of Pakistan (the Code) and we have fulfilled our other ethical responsibilities in

accordance with the Code. We believe that the audit evidence we have obtained is suJficient and

appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in

our a udit of the consolidated financial statements of the current period. These matters were addressed

in the context of our audit of the consolidated financial statements as a whole, and in forminq our

opinion thereon, and we do not provide a separate opinion on these matters.
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Following are the key audit matters:

I

Provislon agarnst Non PerfotmlnE Credlt Exposurc
We applied a range of audit procedures
including the f ollowing:

- We reviewed the Group's Process
for identification and classification of
non- performing loans including the
quality of underlying data and systems. As
part of such review we performed an analysis
of the changes within the dlfferent categories
of classified non- performinq accounts trom last
year to the current reporting date. This analysis
was used to gather audit evidence reqardinq
downgrading of impaired loans and

declass ific atio n oJ accounts from non-
performing to regular, as the case may be'

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

- ln addition, we selected a

representative sample ol borrowers from the
credit portfolios across various branches
including individually significant corporate
loans and performed tests and procedures

such as review of credit documentation,
repayment history and past due status,
financial condition as depicted by the
borrowers' financial statements, nature
of collateral held by the Group and status of

litigation, if any, with the borrower;

- Based on the said credit reviews, we

identified and discussed with the manaqement
the loan accounts where the credit risk appear

to have increased. We reviewed the adequacy

of provisions against such accounts on the
basis of our independent objective evaluation of

the risk mitigatlng factors that exist in such

c a ses;

- We also assessed adequacY of

disclosures as included in note 9.4 and 9.5 to the

financial statements regarding the non-
performing loans and provisions made for the
same in the financial statements in accordance
with the requirements of the applicable financial

rtin framework.re

The Group's credit portfolios include loans
and advances, and non'funded credit
facilities. The credit portfolio is spread across
various domestic branches and overseas
operatio ns.

As per the Group's accounting policy (refer
note4.5 to the financial statements), the
croup periodically assess the adequacy of its
provisionsagainst non-performing credit
exposures In accordance with the
requirements of Prudential Regulations of
State Bank of Pakistan. Such regulations
require specific provisioning against loan losses

on the basis of an age'based criteria which
should be supplemented by a subiective
evaluation of Group's credit portfolio' The

determination of loan loss provision against
certain vulnerable corporate loans, therefore,
involve use of management judgment, on a case

to case basis, taking into account factors such

as the economic and business conditions,
borrowers repayment behaviors and

reallzability of collateral held by the
Group.

ln view of the significance ol this area in

terms of its impact on the financial
statements and the level of involvement
of management's judgment, we identitied
adequacy and completeness of loan loss

provision as a significant area of audit
judgment and a key audit matter.
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As reterred to in note 4.1.1to the financial
statements, State bank of Pakistan (SBP) vide
its BPRD circular no. OZ ol 2Ot8, (the circular)
revised the statutory torms of the annual
financial statements of Groups effective from
the year ended 31 December 2018.

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

The above changes and enhancements in the
financial statements are considered important
and a key audit matter because of the volume and

significance of the changes in the financial
statements resultinq from the transition to the
new re ortin re u ire men ts.

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

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

- We considered the adequacy and
appropriateness o, the additional disclosures and
changes in the presentation of the financial
statements based on the requirements of the
statutory forms.

ffi

n

lnformation Other than the Consolidated Financial Statements and Auditors'Report Thereon

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

Our opinion on the consolidated financial statements does not cover the other information and we do

not express any form of assurance conclusion thereon.

ln connection with our audit of the consolidated linancial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be

materially misstated. lf, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

Responslbillties ol Management and the Board o, Dlrectors for the Consolidated Financial Statements

Management is responsible'for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting and reporting standards as applicable in Pakistan and the
Companies Acl,2Of7 and for such internal control as management determines is necessary to enable

the preparation of consolidated financial statements that are tree from material misstatement, whether
due to fraud or error.

ln preparing the financial statements, management is responslble for assessing the Group's ability to
confinue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unleis manaqement either intends to liquidate the Group or to cease

operations, or has no realistic alternative but to do so.

The Board of directors is responsible for overseeing the Group's financlal reporting process'
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Auditor's Responslbilitles for the Audlt of the Consolldated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's

report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a

guarantee that an audit conducted in accordance with lSAs as applicable in Pakistan will always detect

a material misstatement when it exists. Misstatements can arise from fraud or error and are considered

material if, individually or in the aggregate, they could reasonably be expected to influence the economic

decisions of users taken on the basis of these consolidated financial statements.

As part ol an audit in accordance with lSAs as applicable in Pakistan, we exercise professional judqment

and maintain professional skepticism throuqhout the audit. We also:

. ldentify and assess the risks of material misstatement of the consolidated financial statements,

whether due to fraud or error, design and perform audit procedures responsive to those risks, and

obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion' The risk of

not detecting a material misstatement resulting from fraud is higher than for one resulting from

error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the

override of internal control.

r obtain an understanding of internal control relevant to the audit in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose ol expressing an oPinion on the

effectiveness of the Group's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related dlsclosures made by management'

. conclude on the appropriateness of management's use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or

conditions that may cast significant doubt on the Group's ability to continue as a going concern. lf

we conclude that a materiai uncertainty exists, we are required to draw attention in our auditor's

report to the related disclosures in the iinancial statements or, if such disclosures are inadequate,

to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of

our auditor,s report. However, future events or conditions may cause the Group to cease to continue

as a qoing concern.

. Evaluate the overall presentation, structure and content of the financial statements, including the

disclosures, and whether the financial statements represent the underlying transactions and events

in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or

business activities within the Group to express an opinion on the consolidated financial statements.

we are responsible for the direction, supervision and performance of the group audit. we remain

solely responsible for our audit opinion.

We communicate with the Board of Directors re-garding, amonq other matters, the planned scope and

timinq of the audit and significant audit findings,-including any significant deficiencies in internal control

that we identify during our audit.

We also provide to the Board of Directors with a statement that we have complied with relevant ethical

requirements regarding independence, and to communicate with them all relationships and ot.her

maiters that may reasonably be thouqht to bear on our independence, and where applicable, related

safesuards. 17t]
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From the matters communicated with the Board of Directors, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key

audit matters. We describe these matters in our auditor's report unless law or regulation precludes public

disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doinq so would

reasonably be expected to outweigh the public interest benefits of such communication,

Other Matters:

The consolidated financial statements of the Group for the year ended 31 December 2017 were audited

by another firm of chartered accountants who expressed an unmodified opinion thereon dated 25

February 2018.

The engagement partner on the audit resulting in this independent auditors'report is Omer Chughtai.

nf'Chartered Accountants

Place: Karachi

Date:
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Note 2018 2017 20,16

Restated Restated
-(Rupees in'000)--.......-------------"

ASSETS

Cash and balances with treasury banks

Balances wilh other banks

Lendings to financial institutions

lnvestments

Advances

Fixed assets

lntangible assets

0eferred tax assets

Other assets

Assets held for sale

LIABILITIES

Brlls payable

Borrowings

Deposits and other accounts

t.iabilities against assets subject to finance lease

Subordinated debt

Deferred tax liabilities

Other liabilities

Liabilities directly associated with the assets held lor sale

NET ASSETS

REPRESENTED BY

Share capital

Reserves

Surplus / (derlcit) on revaluation of assets

Unappropriated profit

Total equity attributable to the equity holders of the Bacl(

5

(;

8

3

ia
11

82,407,736

3,91 1,554

62,172,287

279,251,731

501,639,727

18,3',17,042

't,317,271

35,998,315

23,589,489

35,988,225

124,017,735

702,847,125

11,989,000

2,500,097

33,AO5,722

20,435,396

70,381,480

3,993,054

48,895,828

401.742,398

400,659,S22

16,198,902

1,508,765

30,831,827

26,ts21 ,724

20,882,970

207,536,939

644,924,984

4,99'1,000

3,443,O12

27,665,519

24,759,096

74,07'1,39.1

9,498,787

30,149,029

389,666,922

378,724,300

16,919,627
'1,297,310

31,300,165

12,886,990

178,710,629

640,854,225

8,317,670

2,9'11,531

27,O21 ,619

12

1,008,605,152 1,001,033,900 931,627,534

13

14

15

16

17

18

21

931,583,300 934,203,520 870,702,664

77,O21,852 66,830,380 60,924,870

19

20

17,743,629

13,050,754

7 ,389,127

28,323,585

16 075,720

18,156,669

7 ,309,372

24,865,838

'15,952,076

'15,895,652

1 1 ,005,315

17 ,7 47 ,600

tl

tl

u

t

76,507,095 66,407,599 60,600,643

Non-controlling interesl 514,7 57 422,781 32A,227

77 852 66,830,380 60,924,870o2'l

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 50 and annexures I to lll form an integral part of tirese consolidated financial statements

l-
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President & Chief Executive Officer ch Fi Director
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l\,4ark-up/Return/lnterest Earned

lvlark-up/Return/lnterest Expenged

Net l\,,lark-up/ lnterest lncome

NON MARK-UPANTEREST INCOME

BANK ALFALAH LIMITED
coNsoLloaTED PRoFTT aND LOSS ACgOUNT

FOR THE YEAR ENIIED OECEMBER 31,20I8

2018 2017
Restated

-----(Rupees in 000)-----
s9,323,522 s6,183,376

27,732,785 27.199 914

3.t,590,737 28,983,462

I1

tl

I
0

0

Note

24

25

Fee and Commission lncome

Dividend lncome

Foreign Exchange lncome

lncome / (loss) from derivatives

Gain / (Loss) on securities

Share of profit from assocaites

Other lncome

Total non-markup/interest lncome

Totel lncome

NON MARK-UP/INTEREST EXPENSES

Operating expenses

Workers Welfare Fund

Other cha.ges

Total non-markup/interest expenses .. , i
Profit Before Provisions '
Provisions and write offs - net

Extra ordinary / unusual items

PROFIT BEFORE TAXATION FROM CONTINUING OPERATIONS

Taxation

PROFIT AFTER TAXATION FROM CONTINUING OPERATIONS

DISCONTINUING OPERATIONS

Profit after tax for the year from discontinued operations

Profit for thE year

Attributable to:

Equity holders of the Bank
Profit for the year from continuing operations

Profit for the year from discontinuinO operations

Non-controlling interest
Profit for the year from continuing operations

Profit for the year from discontinuing operations

Basic Earnings per share - Restated

Diluted Earnings per share - Restated

Basic Earnings per share from continuing operations- Restated

Diluted Earnings per share from continuing operations- Restated

The annexed noles 1 to 50 and annexures I to lll lorm an inteqral part of these consolidated linancial sta

26

28

32

21

34

35

6,795,955

357,296

2,168,533
(20,s421

992,335

646,093

194,143

6,543,078

461,125

1 ,442,886
(58,908)

854.425

434,834

84,647

E

E
29

30

31

24,372,994
396,390

6,430

24,994,550

263,697

32,727

11,133,813 9,762,087

42,724,550 38,745,549

24,775$M 25,290,974

13,454,575

(616,495)
'17,948,736

545,334

't7,403,402

6,887,079

14.071,070

5,658,330I
I
w

B

10,516,323 8,412,740

474,952 201,064

10,991,275 8,613,804

't0,423,893

47 4,952
8,313,852

201 064

10,898,84s 8,514,916

92,430 98,888

92,430 98,888

10.991,275 8,613,804

-----(Rupees)--..--

6.20 4.88

6.19 4.86

5.93 4.76

5.92 4.75
t-]
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t
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BANK ALFALAH LIMITED
CONSOLTDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2OIA

2018 2017
Restated

----.(Rupees in 000)-----

10,991,275 8,613,804Profit after taxation

Other comprehensive income

Items that may be reclassified to profit and loss account in subsequent periods:
Effect of translation of net investment in foreign branches

Movement in surplus / (deficit) on revaluation of investments - net 6f tax

Items that will not be reclassified to profit and loss account in subsequent periods:
Remeasurement gain / (loss) on defined benerlt obligations - net of tax.

Movement in surplus on revaluation of operating fixed / intangible assets - net of tax

Movement in surplus on revaluation of non-banking assets - net of tax

Total comprehensive income

Total comprehensive income attributable to
Equity holders of the Bank
Non-controlling interest

a

2,974,642
(2,608,585)

492,787

(3,719,588)

366,057 (3,226,801)

122,770

2,662,35'l

25,606

242,895

51,232

5,965

2,810,727 300,092

14,168,059 5,687,095

14,071,943
96,116

5,588,207
98,888

The annexed notes'l to 50 and annexures lto lll form an integral part ofthese consolidated Iinancial statem enls.

nf-

14,168,059 5,687,095

Director

lL l/rru*,"u &tda,^- r-fr aL*-------------)vwlp.-' ,
President & Chief Executive Officer C{ff Financial Officer Director Director
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BANX TLFALAH IIMITED
CONSOLIDAIED IIAIEIIIEI{T O' C'IANGES IN COUITY

FOR TXE YEAR EXDED OECEI{BER 3I. 2OI'
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SANK ALFALAH LIMITED
COiISOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED DECEMBER 31,20I8

Note 2016 2017

Restated
-----(Rupees in 000)-----

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation from continuing operations
Proiit before taxation from discontinuing operations
Dividend income
Share of profit from associates

Adjustments
Depreciation
Amortisation
Provisions and write offs - net
Unrealised loss / (gain) on revaluation of investments

classified as held for trading - net
Gain on sale of operating flxed assets - net
Charge for defined benefit plan

(lncrease) / decrease in operaling assets
Lendings to llnancial institutions
Held for trading securities
Advances
Other assets (excluding advance taxation)

lncrease / (decrease) in operating liabilities
Bills payable

Borrowings
Deposits
Other liabilities (excluding current taxation)

Contribution made to gratuity fund
lncome tax paid

Net cash (used in) / generated from operating activities

CAS}i FLOWS FROM INVESTING ACTIVITIES
Net investments in available-for-sale securities
Net investments in held-to-maturity securities
lnvestment in subsidiaries / associated companies
Disposal of ii]vestment in subsidiaries / associated companies
Drvidend received from assocrated companies
Dividends received
lnvestments in operating flxed assets
Proceed from sale proceeds of fixed assets
Net cash generated / (used in) from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
lssuance / (redemption) of sub-ordinated debt
lssue of share capital
Dividend paid
Net cash used in financing activities
Effect of translation of net investment in foreign branches

lncrease / (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the year
Effects oI exchange rate changes on cash and cash equivalents

17,403,402
780,500

{357,296}
(646.093)

14,0't1,070
339,819

i461,125)
(434,834)

'17,180,513

1,733,162
489,716
545,334

43,511
(137,915)
185,753

15,105,255
(83,496,637)
57,922,141

7 48,545

(18,366,107)

124,77 6,2441
(100,849,080)

(3.355,879)

2,859,561 9'14 471

20,040,074 15,429 401

(3,797,453)
(7,376,396)

(22,610 ,123)
(13,699,516)

(r47,347,310) (47 ,483 ,488\

13,514,930

1,832,246
447,802

(616,495)

7,351
(1 1,571)
255,138

(416,549)

26,886,082
36,983,04'1
4,573,185

(9,720,695) 68,025 759

1137 ,027 ,9311 35,911 ,672

(r8s,753)
(5,295,164)

(255,138)
(5, 136,262\

(142,s08,848) 30,580,272

142,536,128
1,227 ,241

(126,213)
201,051
368,420

11,322,2511
.147,931

6,998,000
82,489

00 915
3,079,574
2,974,642

(23,759,964)
1,541,900
(769,230)

1,251,417
8,7 43

489,536
(1,879,602)

90,279
143,332,307 (23,026,921)

(3,326,670)
191,722

1,93'1

(3,136,879)
492,7 87t]
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Cash and cash equivalents at end of the year

The annexed notes 1 to 50 and annexures I to lll form an integral part of these consolidated ancial

6,877,675 4 909,259

90,124,073
(1,372,976)

93,660,356 88 7 51,097
100.538,031 93,660,356

99,766,084
(6,105,728)

^"WF"

/rlhrruuu'/'t *t^ ^Jkn
Presrdent & Chief Executrve Officer C ef Financial Officer Director Director Director
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BANK ALFALA}I LIMITED
NOTES TO AND FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2018

STATUS AND NATURE OF BUSINESS

1.1 The "Group" consists of:

Holding Company: Bank Alfalah Limited, Pakistan

Bank Alfalah Limited (the Holding Company / the Bank) is a bankrng company rncorporated in Pakistan on June 2'1, 1992 as
a public limited company. lt commenced its banking operations on November 1, 1992. The Holding Company's registered
office is located at B A. Building, l. l. Chundrigar Road, Karachi ancj is listed on the Pakistan Stock Exchange. The Bank is
engaged in banking services as described in the Banking Companies Ordinance, 1962 and is operating through 486
conventional banking branches including 24 sub branches 12017:475 branches including 22 sub branches), 10 overseas
branches (2017: 10 branches), 152 lslamic banking branches including 1 sub branch (2017. 152 branches) and 1 offshore

Percentage of Holding
2018 2017

Subsidiaries
Alfalah Securities (Private) Lrmited, Pakistan
Alfalah GHP lnvestment l\4anagement Limited, Pakistan

1.2 ln addition the Group maintains lnvestments in the following

1

12.1

2.1

Associates
Alfalah lnsurance Limited
Sapphrre Wind Power Company Limlted
TriconBoston Consulting Corporation (Frivate) Limited

97 .91%
40.22o/o

97.91%
40.220/a

30%
30%

s.25%

30%
30%

9.25%

T

H

ffi
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lnvestment in mutual funds established under trust structure not consolidated as subsidiaries - Note 1.2,1
Alfalah GHP lslamic Pension Fund 29.76% 34 99%

Alfalah GHP Pension Fund 24.944k 31.77ya
Alfalah GHP N4oney Market Fund 0.80% 7.444k
Alfalah GHP lncome Fund 20.51% A11o/o

Alfalah GHP lslamic Stock Fund 0.00o/o 0 03%
Alfalah GHP Sovereign Fund 3.22y. A.O2a/o'

0.0004o/o 0.00%Alfalah GHP lncome lvlultrplie. Fund
Alfalah GHP lslamic lncome Fund 0.05% 0.03%
Alfalah GHP Cash Fund 4.O2% 3 62%

These represent the Group's investment in mutual funds established under Trust structure, which are subsidiaries of the
Group under IFRS 10, but have not been considered for the purposes of consolidation in accordance with the directives
issued by the Securities and Exchange Commission cf Pakistan (SECP) through S.R.O 56(l) /20'16 dated January 28, 2016.
The said SRO states that the requirements of consolidation under the Oompanies Act 2017 and IFRS '10 'Consolldated
Financial Statements' is not applicable in case of investment by companies in mutual funds established under Trust structure.
Accordingly, for the purposes of Consolidated Financial Statements of the Group, the investments in these funds have been
accounted for as associates as explained in note 2.4 to these consolidated financial statements.

BASIS OF PRESENTATION

These consolidated financial statements represent financial statements of holding company - Bank Alfalah Limited and its
subsidiaries. The assets and liabilities of subsidiaries have been consolidated on a line-byline basis and the jnvestment held
by the holding company is eliminated against the corresponding share capital of subsidiaries in these consolidated financial
statements.

STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared in accoidance with the accounting and reporting standards as
applicable in Pakistan. The accounting and reporting standarCs compflse of.

lnternational Financial Reporting Standards (IFRS) issued by the lnternational Accounting Standards Board (IASB) as are
notified under Companies Act 2017.

lslamic Financial Accounting Standards (IFAS) issued by the lnstitute of Chartered Accountants of Pakistan (ICAP) as are
notified under the Companies Act, 2017

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

Directives issued by the State Bank of Pakistan (SBP) and the Securities and Exchange Commrssion of Pakrstan (SECP)
11 V
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BANK ALFALAH LIMITED

Whenever the requirements of the Banking Companies Ordinance, 1962, Companies Act, 2017 or the directives issued by the
SBP and the SECP dlffer with the requirements of IFRS or IFAS, requirements of the Banking Companies Ordinance, 1962, the
Companies Act, 2017 and the said directives shall prevail.

The SBP has deferred the applicability of lnternational Accounting Standard (lAS) 39,'Financial lnstruments: Recognition and
l\4easuremenf and lnternational Accounting Standard (lAS) 40, 'lnvestment Property' for banking companies through BSD
Circular Letter No. 10 dated August 26, 2002 till further instructions. Further, the SECP has deferred the applicabillty of
lnternational Financial Repo(ing Standard (IFRS) 7,'Financial lnstruments: Disclosures'on banks through its notification S.R.O
411(l)/2008 dated April 28, 2008 However, investments have been classified and valued in accordance with the requirements
prescribed by the State Bank of Pakistan through various circulars. The State Bank of Pakistan thrqugh BPRD Circular No. 04 of
2015 dated February 25, 2015 has deferred applicability of lslamic Financial Accounting Standard-3 for Profit and Loss Sharing
on Deposits (IFAS-3) issued by the ICAP and notified by the SECP, vide their SRO No. 571 of 2013 dated June 12,2013 lot
lnstitutions offering lslamic Financial Services (llFS). Accordingly, the requirements of these standards have not been considered
in the preparation of these consolidated flnancial statements.

Basis of consolidation

Subsidiaries are entities controlled by the Group. Control exists when the Group is exposed, or has rights, to variable returns
from its investment with investee and has the ability to effect those return through its power over the investee.

These consolidated financial statements incorporate the financial statements of subsidiaries from the date that control
commences until the date that conkol ceases.

Associates are those entities in which the Group has significant influence, but not control, over the financial and operating
polices. Associates as well as investment in mutual funds established under trust structure (not consolidated as subsidiaries) are

accounted for using the equity method.

Non-controlling interests are that part of the net results of operations and of net assets of subsidiaries attributable to interest
which are not owned by the holding company. lV!aterial intra-group balances and transactions are eliminated.

2.4 Key financial figures of the lslamic Banking branches are disclosed in Annexure ll to the unconsolidated financial statements

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

current year.

There are certain new and amended standards, interpretations and amendments that are mandatory for the Group's accounting

periods beginning on or after January 1, 2018 but are considered not to be relevant or do not have any significant etfect on the

Group's operations and therefore not detailed in these consolidated financial statements.

2.6 Standards, interpretations of and amendments to published approved accounting standards that are not yet effective.

The following standards, amendments and interpretations of approved accounting standards will be effective for accounting

periods beginning on or after January 01, 2019:

Effective date (annual periods
beginning on or after)
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Standard, lnterpretation or Amendment
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IFRS 3 - Definition of a Business (Amendments)

IFRS I - Financial lnstruments: Classification and Measurement

IFRS I - Prepayment Features with Negative Compensation -

(Amendments)

IFRS 10 Consolidated Financial Statements and IAS 28 lnvestment

in Associates and Joint Ventures - Sale or Contribution of Assets

between an lnvestor and its Associate or Joint Venture (Amendment)

IFRS 15 - Revenue from Contracts with Customers

IFRS 16 - Leases

IFRIC 23 - Uncertainty over lncome Tax Treatments

IAS 1/ IAS 8 - Definition of Material - Amendments to IAS 1 and IAS I
IAS 19 - Plan Amendment, Curtailment or Settlement (Amendments)

IAS 28 - Long-term lnterests in Associates and Joint Ventures -
(Amendments)

January 01, 2020

July 01, 2018

January 01, 2019

Not yet flnalized

July 01, 2018

January 01, 2019

January 01, 2019

January 01, 2020

January 01, 2019

J^l ?
January 01, 2019
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3.1

8
The above standards, amendments and interpretations are not expected to have any material impact on the Group's
financial statements in the period of initial application, other than IFRS 9 and IFRS 16. With regard to IFRS 9, the Group
considers that as the Prudential Regulations and other SBP directives currently provide the accounting framework for the
measutement and valuation of investments and provision against non performing loans and advances, the implementation
of IFRS I may require changes in the regulatory regime. Therefore, the Group expects that the SBP would issue suitable
guidance and instruction on the application of IFRS I for the banking sector of Pakistan. With regard to IFRS 16, the Bank is
currently evaluating the impact of application of IFRS 16 on its financial statements.

There are certain new and amended standards and interpretations that are mandatory for the Group's accounting periods
beginning on or after January '1, 2018 but are considered not to be relevant or do not have any significant effect on the
Group's operations and are therefore not deta led in these financial statements.

ln addition to the above standards and amendments, improvements to various accounting standards have also been issued
by the IASB in December 2017. Such improvements are generally effective for accounting periods beginning on or after 01

January 20'19. The group expects that such improvements to the standards will not have any impact on the group's financial
statements in the period of initial application.

Further, following new standards have been issued by IASB which are yet to be notifled by the SECP for the purpose of
applicability in Pakistan.

Standard

IASB EffectiYe date (annual
periods beginning on or after)

January 01, 20'16

Janwry 01, 2021

IFRS 14 - Regulatory Deferral Accounts

IFRS 17 - lnsurance Contracts

Critical accounting estimates and iudgments

The preparation of these consolidated financial statements in conformity with approved accounting standards as applicable in

Pakistan requires management to make judgements, estimates and assumptions that affect the reported amounts of assets and

Iiabilities and income and expenses as well as in the disclosure of contingent liabilities. lt also requires management to exercise
judgement in application of its accounting policies. The estimates and associated assumptions are based on historical

experience and various other factors that are believed to be reasonable under the circumstances. These estimates and

assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in which the

estimate is revised, if the revision affects only that period, or in the period of revision and in future periods if the revision affects

Significant accounting estimates and areas where judgements were made by the management in the application of accounting
policies are as follows:

i) classification and provisioning against investments (notes 4.4 and 8)

ii) classification and provisioning against non-performing loans and advances (notes 4.5 and 9)

iii) income taxes (notes 4.13 and 33)

iv) accounting for defined benefit plan and compensated absences (notes 4.10 and 38)

v) depreciation of operating fixed assets (notes 4.6 and '10)

vi) amortisation of intangibles (notes 4.6.3 and '11)

vii) revaluation of fixed assets and non banking assets acquired in satisfaction of claim (note 4.6.2,4.6.5,10 and 12.1)

viii) impairment of assets (note 4.4.5)
ix) employee stock option scheme (note 40)
x) fair value measurement of financial instruments (note 42)

xi) other provisions and contingent liabilities (notes 22 and 32)

xii) consolidationof subsidiaries

BASIS OF MEASUREMENT

Accounting convention

These consolidated financial statements have been prepared under the historical cost convention except that certain fixed assets

and non banking assets acquired in satisfaction of claims are stated at revalued amounts; held for trading, available for sale

investments and derivative financial instruments are measured at fair value and defined benefit obligation which are carried at
present value.

Functional and Presentation currency

These consolidated financial statements are presented in Pakistani Rupees, which is the group's functional and presentation

currency.

3.2

The amounts are rounded off to the nearest thousand rupees except as stated otherwise.-4r
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SUIIIMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated flnancial statements are consistent with those
of previous financialyear except as disclosed below in note 4.1.

4.1 Changes in accounting policies

4.1.'l Change in reporting format

The SBP vide BPRD Circular Nc 2 dated Janeary 25 2018 specified the new reporting format for the financial statements of
banking companies The new format has revised the disclosure requirements of the Group for the year ended December 31,
2018 which has resulted in ce(ain additronal drsclosures and reclassifications of the items in these consolidated financiat
statements.

4.1.2 Surplus I Oeficit on Revaluation of Fixed Assets

The Companies Ordinance, 1984 (the repealed Ordinance) was repealed through the enactment of the Companies Act, 2017 on
[/]ay 30, 2017. However, as directed by the Securities and Exchange Commission of Pakistan vide circular number 23 dated
October 4, 2017, the financial reporting requirements of the Companies Acl,2017 were only made applicable for reporting
periods starting from January '1, 2018.

The repealed Ordinance specified the accounting treatment for the surplus on revaluation on fixed assets, wherein, a deficit
arising on revaluation of a particular property was to be adjusted against the total balance in the surplus account or, if no surplus
existed, was to be charged to the profit and loss account as an impairment of the asset. However, the Companies Ad,2a17
removed the specific provisaons allowing the above treatment and hence, a deficit arising on revaluation of a particular property is
now to be accounted for in accordance with IAS 16, whrch requires that such deflcit is to be taken to the profit and loss account
as an impairment.

Consequently, the Group has changed its policy for accounting for a deficit arising on revalualion of fixed assets and accordingly,
any surplusideficit arising on revaiuation of owned prope(y and non-grouping assets acquired in satisfaction of claims is

accounted for at individual assets level

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

December 31,

20'16

(Rupees in'000)
lmpact over statement of financial position

Decrease in unappropriated profit
lncrease in surplus on revaluation of assets - net of tax

4

30,137
30,'137

lmpact over profit and loss account, statement of comprehensive income and statement of cash flows is immaterial

4.1.3 Adoption ot IFRS 9 - 'Financial lnstrument'

During the current year, the Holding Company's Bahrain, Afghanistan and UAE Operations have, in line with their respective
locally applicable regulatory frameworks, adopted IFRS I 'Financial lnstruments' as issued by the lnternational Accounting
Standards Board (IASB) in July 2014. ln order to ensure compliance with the regulatory framework in these countries, the
expected credit loss charge arising as a result of adoption of IFRS t has been retained as a general provision in these
consolidated financial statements.

As permitted by the transitional provisions of IFRS 9, the Group elected not to restate comparative figures. Any adjustments to
the carrying amounts of financial assets and liabilities at the date of transition were recognised in the opening retained earnings

and other reserves of the current period.

The adoption of this standard by the overseas branches have resulted in additional net of tax provisioning requirement of Rs.

8'1 596 million in respect of prior year which has been incorporated in the opening balance of retained earnings, while net of tax
provision reversal of Rs. 63.820 million has been booked in profit and loss statement of overseas operations, in respect of

Had IFRS I not been adopted by the overseas branches, unappropriated profit, investments, advances, other assets, other
liabiltUes and deferred tax liabilities as at December 31, 2018 would have been higher by Rs 17.776 million, Rs. '19.264 million,

Rs.0.568 million, Rs.4.891 million and Rs.6.947 million, respectively.

Measurement of Rede€mable Participating Certificates - IFRS 9

During the current year, the adoption of IFRS I at Holding Company's Bahrain Operations has resulted in investments in

Redeemable Participating Certiflcates held abroad, being mandatorily measured at "Fair Value through Profit and Loss Account".
However, based on the clarification received from the State Bank of Pakistan (SBP) vide their letter No. BPRD/RPD/2018-16203
dated July 26, 2018, such investments have been repo(ed and measured under "Available for Sale" investments in these

consolidated f inancial statements 4r
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4,2 Cash and cash oquivalents

Cash and cash equivalents compnse of cash in hand, balances with treasury banks. balarices wrth other banks in current and
deposit accounts, national prize bdnds, any overdrawn nostro accounts and call lendings having maturity of three months or less.

4.3 Lendings to / borrowings frDm financial institutions

The Group enters into transactions of repurchase agreements (repo) and agreements to resell (reverse repo) at contracted rates
for a specrfied period of time. These are recorded as under:

Sale under repurchase agreements

Securities sold subject to a repurchase agreement (repo) are retained in these consolidated financial statements as investments
and the counter party liability is included in borrowings. The diflerence between the sale and contracted repurchase price is
accrued on a time propo(ion basis over the period of the contract and recorded as an expense.

Purchase undcr resale agreements

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

lnvestments

Classification

The Group classifies its investments as follows

Held for trading

These are investments, which are either acquired for generating profits tronr short{erm fluctuations in market prices, interest rate
movements, dealers' margin or are securities included in a portfolio in which a pattern of short{erm profit taking exists.

Held to maturity

These ara investments with fixed or determinable payments and fixed maturities and the group has the positive intent and ability
to hold them till maturity.

Availablo for sale

These are investments which do not fall under the'held for trading' and 'held to maturity' categories

Associates

Associates are all entities over which the Group has signiiicant infiuence but not control. These are accounted for using the
equity method of accounting. The investment in associates are initially recognised at cost and the carrying amount of investment
is increased or decreased to recognise the investor's share of the post acquisition proflts or losses in income and its share of the
post acquisition movement in reseryes.

4.4.2 Regular way contrarts

All purchases 8nd sales of investments that require delivery within the ti.ne frame established by regulation or market convention
are recognised at trade date, which is the date at which the Group commits to purchase or seli the investments.

4.4.3 lnitial recognition and measurement

lnvestments are initially recognised at fair vaiue. Transactio,r costs asscciated with invgstments other than held for trading
securities are included in cost of investments. Transaction costs on held for trading securities are expensed in the profit and loss
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4.4.4 Subsequentmeasurement

ln accordance with the requirements of State Bank of pakistan, quoted scrjurities other than those classified as,heid to maturity,,
investment in associates and subsidiaries are subsequently remeasLircd to market value. Surplus and deficit arising on
revaluation of securities classified as 'available for sale' is tarken io a separate account shown in the statement of financial
posltion below equity. Surplus / (deficit) arising on revaluation of investments classified as 'held for trading, is taken to the profit
and ioss account. lnvestments classified as,held to maturity,are carried at amortised cost.

Llnqucted equity securities, oxclu.ling investment in subsidiaries and assocjates are valued at lowor of cost and the break-up
value. Break-up value of equity securities is calculated with reference to the net assets of the investee company as per the latest
available audited financial statements. lnvestment in subsidiaries and associates are carried at cost, less accumutated
rmpairment losses, rf any. , I1rl
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4.4.5 lmpairmcnt

lmpairment loss in respect of equity securities classiiicd as available for sale, associates and held to maturty is recognised
based on management's assessment of objective evidence ol impairment as a result of one or more events that may have an
impact on the estimated future cash flows of the nvestments. A significant or prolonged decline in fair value of an equity
investment below lts cost is also considered an objective evidence of impainnent. Provision for diminution in the value of debt
securities is madeas perthe Prudential Regulations issued bythe State Bank ofPakistan ln case of impairment of available for
sale securities, the cumulative loss that has been recognised directly in surplus / (deficit) on revaluation of securities is

transferred from equity and recognised in the profit and loss account. For investments classified as held to maturity and
investment in subsidiaries and associates, the impairment loss is recognised in the proflt and loss account.

Gains or lossos on disposal of investments during the year are taken to the prolit and lcss account.

4,5 Advanc66

Loan6 and advancos

Loans and advances including net investment in finance lease are stated net of provision against non-performing advances.
Specific and general provisions against loans and advances in Pakistan operations are made in accordance with the
requirements of the Prudential Regulations issued by the State Bank of Pakistan from time to time. The net provision made /
reversed during the year is charged to profit and loss account and accumulated provision is netted-off against advances.
Provisions pertaining to overseas loans and advances are made in accordance with the requirements of regulatory authorities of
the respective countries. Advances are written off when there are no realistic prospects of recovery.

lslamic Financing and Related Asset8

The Group provides lslamic financing and related assets mainly through Murabaha, ljarah, Diminishing Musharakah,
Musharakah, Running Musharakah, Salam, lstisna, Tijara and Export Refinance under SBP lslamic Export Refinance Scheme.
The purchases and sales arising under these arrangements are not reflected in these financial statements as such but are
restricted to ihe amount of facility actually, utilised and the appropriate portion of profit thereon. The income on such financings is

recognised in accordance with the principles of lslamic Shariah. The Group determines specific and general provisions against
lslamic financing and related assets on a prudent basis in accordance with the requirements of the Prudential Regulations issued

by the SBP. The net provision made / reversed during the year is charged to piofit and loss account and accumu{ated provision

is netted-off against lslamic financing and related assets. Islamic financing and related assets are written off when there are no

realistic prospects of recovery.

Financo LeaEe Raceivables

Leases where the Group transfers substantially all the risks and rewards incidental to the ownership of an asset are classified as
finance leases. A receivable is recognised on commencement of lease term at an amount equal to the present value of the
minimum lease payments, including guarantebd residual value, if any. Unearned flnance income is recognised over the term of
the lease, so as to produce a constant periodic return on the outstanding net investment in lease. The Group determines specific
provisions against investment in finance lease on a prudent basis in accordance with the requirements of the Pruderitial
Regulations issued by the SBP. The net provision made / reversed during the year is charged to profit and loss account and
accumulated provision is netted off against net investment in Unance lease. The assets are written otf when there are no realistic
prospects of recovery.

4.5.1 liarlh Assots (lFA$ 2)

llarah assets are stated at cost less depreciation and are disclosed as part of 'lslamic financing and related assets'. The rental
received/ receivable on ljarah under IFAS 2 are recorded as income / revenue. The Group charges depreciation from the date of
recognition of ljarah of respective assets to Mustajir. ljarah assets are depreclated over the period of ljarah using the straight line
method. lmpairment of ljarah rentals are determined in accordance with the Prudential Regulations of SBP. The provision for
impairment of ljarah Rentals is shown as part of 'lslamic financing and related assets'.
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4.5.1

Fixcd asseta and depreciation

Capital work in progre68

Capital work-in-progress is stated at cost less accumulated impairment losses, if any. All expenditure connected with specific
assets incurred during installation and construction period are carried under this head. (These are transferred to specific assets
as and when assets become available for use).

4.6.2 Propsrty and Equipment (owned and leased)

Property and equipment are shown at historical ccsl lcss accumulate,l depreci3tion and accumulated impairment losses,
except land and buildings which are carried at revalued arnount less accurTtulated depreciation and impairment losses,
Historical cost includes expenditures that are direc y attributable to the acquisition of the items.

if any,
if any.

Deprecialion is charged by applying the straighrline method using tne rates specified in note 1o 2 to these consolidated financial
statements. The depreciation charge for the vear is calculated after taking into account residual value, if any. The residualql-



t

r]

tl

t]

0

tl

E

B

E

I
I
T

12 SANK ALFALAH LIIUIITED
values, useful lives and depreciation method are reviewed and adjusted, if appropriate, at each reporling date. Depreciation on
additions is charged f.om the date on which the assets are available for use and ceases on the date on which they are disposed
oif.

I\,4aintenance and normal [epairs are charged to income as and when incurred. Subsequent costs are included in the asset's
carrying amount or are recognised as a separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flovr to the group and the cost of the item can be measured reliably.

Land and buiidings are revalued by proiessionally quslified valuers every three years to ensure that the net carrying amount does
nol d,ffer materially from lherr fair val.re

A revaluaticn surplus is recorded in OCI and credited to the surplus on revaiuation of fixed assel in equity. However, to the extent
that it reverses a revaluation deficit of the same asset previously recognised in profit or loss, the increase is recognised in profit
and loss. A revaluation deficit is recognised in the statement of profit or loss, except to the extent that it offsets an existrng
surplus on the same asset recognised in the asset revaluation surplus. A transfer from the asset revaluation surplus to retained
earnings is made for the difference between depreciation based on the revalued carrying amount of the asset and depreciation
based on the asset's original cost. Additionally, accumuleted depreciation as at the revaluation date is eliminated against the
gross carrying amount of the asset and the net amount is restated to the revalued amount of the asset.

An asset's carrying amount is written down immediately to its recoverable amount if ihe asset's carrying amount is greater than
its estimated recoverable amount.

Gains and losses on disposal of property and equipment are taken to the profit and loss account except that the related surplus /
deficit on revaluation of operating fixed assets (net of deferred taxation) is transferred directly to unappropriated profit.

4.6.3 lntangibleasgets

lntangible assels having a finite useful life are stated at cost less accumulated amo(isation and accumulated irnpairmeot losses,
if any. Such intangible assets are amortised using the straight-line method over their estimated useful lives. The useful lives and
amortisation method are reviewed and adjusted, if appropriate at each reporting date. lntangible assets having an indefinite
useful life are stated at acquisition cost, less impairmeot loss, if any. lntangible assets are assessed for impairment, if any, as

described under note 4.14

4.6.4 Goodwill

Goodwill is measured at cost less accumulated impairment losses, if any. Goodwill is tested for impairment annually or whenever
there is an indication of impairment, as per the requirement of IAS 36, lmpairment of Assets. An impairment charge in respect of
goodwill is recognized through the profit and loss account.

4.6.5 Non-banking assets acquired in satistaction ot claim

tlon-banking assets acquired in satisfaction of claims are stated at revalued amounts less accumulated depreciation thereon.
The valuation of propedes acquired under this head is conducted regularly so as to ensure that their net carrying value does not
materially differ from their fair value. Any surplus arising on revaluation of such properties is transferred to the surplus on
revaluation of non-banking assets in other comprehensive income, while any deflcit arising on revaluation is charged to proflt and
loss account directly. ln addition, all direct costs, including legal fees and transfer costs linked with transferring the title of the
property to bank is accounted as an expense in the profit and loss account.

4.7 Non-current ?s6ot5 hold for selo and discontinued operations

The Croup classifies a non-current asset (or disposal group) as held for sale if it represents a separate major line of business or
a geographical area of operations or is a subsidiary acquired exclusively with a view to resale; and its carrying amount will be
reccvered principally through a sale transaction rather than through continuing use.

A non-current asset (or disposal group) held for sale is car ed at the lower of its carrying amount and the fair value less costs to
sell. lmpairment losses are recognised through the profit and loss account for any initial or subsequent write down of the non-
current asset (or disposal group) to fair value less costs to sell. Subsequent gains in fair value less costs to sell are recognised to
the extent they do not exceed the cumulative impairment losses previously recorded. A non-current asset is not depreciated
while classified as held for sale or while part of a disposal group classiiied as held for sale.

Resultantly, all assets and liabjlities of assets held for sale are presented as separate llne items on statement of financial
position. The post tax results of such operations are presented separately in the profit and loss account.
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a) Borrowrngs / dcposrts are recorded at the firoceeds recerved. 
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{3 BANT( ALFALAH LIMITED
b) Borrowing costs are recognised as an expense in the period in which these are incurred using effective mark-up / interest

rate method to the extent that they are not directly attributable to the acquisition of or construction of qualifying assets.
Borrowing costs that are directly atlributable to the acquisition, construction or production of a quatifying asset (one that
takes a substantial period of time to get ready for l,]se or sale) are capitallsed as part of the cost of that asset.

4.8.1 Deposits - lslamic Banking

Deposits are generated on the basis of two modes i.e. Qard and Modaraba

Deposits taken on Qard basis are classified as'Current Account'and Deposits generated on Modaraba basis are classified as
'Savings Account' and 'Fixed Deposit Accounts'.

No profit or loss is passed on to current account depositors.
Profits realised in investment pools are distributed in pre-agreed profit sharing ratio.

Rab-ul-Maal (Custome0 share is distributed among depositors accordrng to weightages assigned at the inception of profit
calculation period.

Mudarib (Bank) can distribute its share of profit to Rab-ul-Maal upto a specified percentage of its protit.

Prolits are distributed from the pool so the depositors (remunerative) only bear the risk of assets in the pool during the profit
calculation period.

Asset pools are created at the holding company's discretion and the holding can add, amend, transfer an asset to any other pool
in the interests of the deposit holders.

ln case of loss in a pool during the profit calculation period, the loss is distributed among the depositors (remunerative)
accofding to their ratio of lnvestments.

4.9 Subordinated loans

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

4.10 Stafl retirement / Employee benefits

a) Defined benetit plan

The Holding Company operates an approved funded gratuity scheme, administered by the trustees, covering eligible employees
whose period of employment with holding company is five years or more. Contributions to the fund are made on the basis of
actuarial recommendations. Projected Unit Credit lrethod is used for the actuarial valuation. Actuarial gains and losses are
recognised immediately in other comprehensive income.

The subsidiary - Alfalah Securities operates an unfunded gratuity scheme for all its employees who have completed the
qualifying period as defined an the scheme. The cost of providing benefits under the defined benefit scheme is determined using
the "Projected Unit Credit Method". Actuarial (remeasurement) gains and losses are recognised as income or expense in full in
the year in which they occur in other comprehensive income.

b) Defined contribution plan

The Holding Company operates an approved provident fund scheme for all its regular permanent employees, administered by
the Trustees. Equal monthly contributions are made both by the Holding Company and its employees to the fund at the rate of
8.33% of the basic salary in accordance with the terms of the scheme.

The subsidiary - Alfalah GHP operates an approved funded contributory provident fund forall its permanent employees to which
equal monthly contributions are made both by the company and the employees at the rate of ten percent of basic salary.

c) Compensatedabsences

The llolding Company recognises the liability for compensated absences in respect of employees in the period in which these
are earned up to the balance sheet date. The provision has been recognised on the basis of actuarial recommendations.

d) Employees Stock Option Scheme

The Holding Company has granted share options to its employees under the Bank's Employee Stock Options Scheme (ESOS) ,

as approved by the shareholders and SECP. Under the scheme, the employees can subscribe to new ordinary shares for which
options have been granted to them under the scheme upto the period of 20'19. As per the scheme the entitements and exercise
price are subject to adjustments because of issuance of right shares and bonus issues.

The grant date fair value of equity settled share based payments to employees, determined as option discount as allowed by
Public Companies (Employee Stock option Scheme) Rules 2001, is recognized as employee compensation expense on a
straight line basis over the vesting period with a consequent credit to equity as employee stock option compensation reserve.
The deferred employee stock option cost is shown as a deduction from employee stock option compensation reserve. option
discount means the excess of market price of the share at the date oF grant of a; option under a Scheme over exercise price oftheoption. 
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4.'11.1

When an unvested option lapses by virtue of an er,plcye(r not 0onfcrrrni[g to the vesting conditions after recognition of an
employee compensation expense in the profit and loss acco!nl, rj!.rch employee compensation expense is reversed in the profit
and loss account equal to the amortized portion vr'ith a corresponding effect to employee stock option compensation reserve
equal to the un amortrzed portio,1.

When a _vested option lapses on expiry of the exercise period, employee compensation expense already recognized in the profit
or lcss is'reversed with a corresponding reduction to enrployee stock option compensation reserve.

When the options are exercised, employee stock option compensation reserve relating to these options is transferred to share
capital and share premium. An amount equivalent to the face value of related shares is transferred to share capital. Any amount
over and above the share capital is transferred to share premium.

Foreign currencies

Functional and presentation currency

Items included in the consolidated financial stateme|ts are measured usrng thc currency of the primary economic environment in
which the Group operates.
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4.11.2 Transactlons and balances

Transactions in foreign currencies are translated into Pakistani rupees at the exchange rates prevailing on the transaction date.
Foreign exchange gains and losses resuiting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the profit and loss
account.

Forward contracts relating to foreign currency deposits are valued at forward rates applicable to the respective maturities of the
relevant foreign exchange contract. The forward cover received / paid on forward purchase contracts relatjng to foreign currency
deposits are realised / charged directly to profit and loss account.

4.1'1.3 Foreign operations

Assets and liabilities of foreign operations are translated irrto rupees at the exchange rate prevailing at the reporting date. The
results of foreign operations are translated at average rate of exchange for the year.

4.1'1,4 Translation gains and losses

Translation gains and losses arising on revaluations of net investment in foreign operations are taken to Exchange Translation
Reserve jn the statement of comprehensive income. These are recogniseC in the profit and loss account on disposal.

4.11.5 Commitments

Commitments for outstanding foMard foreign exchange contracts are disclosed at contracted rates. Contingent liabilities /
commiiments for lefters of credit and letters of guarantee denominated in foreign currencies are expressed in rupee terms at the
exchange rates ruling on the reporting date.

4.'|.2 Revenuerecognition

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

4.12.1 Advances and investments

lnccme on performing advances and debt securities is recognitred on a time proportion basis as per the terms of the contract.
Where debt securities are purchased at a premium or disccunt, strch premium / discount is amortised through the profit and loss
account over the remaining maturity of the debt security using the effective yield method.

. lncome recoverab,e on classifled advances and investments is recognized on a receipt basis. lncome on rescheduled /
restructured advances and investments is recognized as permitted by SBP regulations or by the regulatory authorities of the
countries where the Holding Company operates.

Murabaha income is recognised on deferred income basis.

4.12.2 Lease financing

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

ljarah income is recognised on an accrual basis as and when the rcrrlals beccmes due.1l
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4.12.3 Non Markup / interest income

Fee, commission and brokerage income are accounted for on receipt basis.

Oividend income is recognised at the time when the group's right to receive the dividend has been established

Other income is recognised on accrual basis.

Remuneration for investment advisory and asset management services are recognised on an accrual basis.

4.13 Taxation

lncome tax expense comprises cu.rent and deferred tax. Income tax expense is recognised in the profit and loss account except
to the extent that it relates to items recognised directly in other comprehensive income in which case it is recognised in statement
of comprehensive income.

4.13.1 Current

Provision for current taxation is based on taxable income at the current rates of taxation after taking into consideration available
tax credit and rebate, if any. The charge for current tax also includes adjustments, where considered necessary relating to prior
years, which arises from assessments / developments during the year.

4.13.2 Deferred

Deferred tax is recognised using the balance sheet liability method on all temporary ditferences 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 futuie.

4.14 lmpairment

The carrying amount of assets is reviewed at each reporting date to determine whether there is any indication of impairment of
any asset or group of assets. lf any such indication exists, the recoverable amount of such assets is estimated and impairment
losses are recognised immediately in the unconsolidated flnancial statements. The resulting impairment loss is taken to the profit
and loss account except for impairment loss on revalued assets, which is adjusted against related revaluation surplus to the
extent that the impairment loss does not exceed the surplus on revaluation of that asset.

4.15 Provision for clalms under guaranlees

Provision for guarantee claims and other off balance sheet obligations is recognised when intimated and reasonable certainty
exists for the group to settle the obligation. Expected recoveries are recognised by debiting the customer's account. Charge to
the profit and loss account is stated net-of expected recoveries.

4.15 Other Provisions

Other provisions are recognised when the Group has a present, legal or constructive, obligation as a result of past events, it is
probable that an oumow of resources will be required to settle the obligation and a reliable estimate of the amount can be made.
Provisions are reviewed at each reporting date and are adjusted to reflect the current best estimate.

4.17 ContingentLiabilities

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

4.18 Off-setting

Financial assets and financial liabilities are off-set and the net amount reported in the consolidated financial statements only
when there is a legally enforceable right to set-off the recognised amount and the Group intends either to setfle on a net basis, or
to realise the assets and to settle the liabilities simultaneously. lncome and expense items of such assets and liabilities are also
off-set and the net amount is reported in the financial statements.

4,'19 Derivativefinancialinstruments
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Derivative financial instruments are initially recognised at fair
and subsequently remeasured at fair value using appropriate v
as assets where fair value is positive and as liabilities where
financial instruments are taken to the profit and loss account.

value on the date at which the derivative contract is entered into
aluation techniques. All derivative financial instruments are carried
fair value is negative. Any changes in the fair value of derivative
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16 BANK ALFALAH LIMITEP

4.20 Acceptances

Acceptances comprise undertakings by the Group to pay billr ot exchange drawn on customers. The Group expects most

acceptances to be simultaneously settled with the reimbursement from the customers. Acceptances are accounted for as on
balance sheet transactions.

4,21 Dividend and appropriation to reserves

Dividend and appropriation to reserves after the repoding date, except app.opriations which are required under the law, are
recognised in the Group's consolidated financial statements in the year in which these are approved.

4.22 Earnings per share

The group presents basic and diluted earnings per share (EPS) tor its sharehokiers. Basic EPS is calculated by dividing the profit

or loss attributable to ordinary shareholders of the group by the wei0hted average number of ordinary shares outstanding during
the year. Diluted EPS is determined by adlusting the proflt oi-loss attributable to ordinary shareholders and the weighted average
number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, if any.

4.23 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting structure of the Group. Segmented
performance is reported to the senior management of the holding company on monthly basis for the purpose of strategic decision
making and performance management.

4.23.1 Businesssegments

Retail banking
This includes loans, deposits, trading activity, wealth managernent and other banking transactions with retail, individual

customers, commercial and small and middle sized customers of the Holding Company. Product suite offered to individual

customers includes credit cards, auto loans, housing finance and pelsonal loans.

Corporate banking
This comprises of loans, deposits, project financing, tiade financing, investment banking and other banking activities with

the holdiog company's corporate and public sector customers.

Treasury
This segment includes liquidity management activities carried out through borrowing, lending, money market, capital market

and merchant banking operations. The investments of the holding company primarily towards government securities and risk

management activities via use of forward contracts & derivatives are reported here.

Digital banking
This segment includes branchless banking accounts, deposits and lending products, digital channels (including ATlVs,

internet banking, call centre and alfa app), corporate, G2P & SIVIME porttolio (including EOBI, BISP, payroll solutions), digital

payments and dig(al products.

lslamic ban(in0
This segment pertains to full scale lslamic Banking operations of tlre holding company.

lnlernational operations
This segment includes amounts related to Bank's overseas operations, namely, commercial banking activities in

Bangladesh, Afghanistan, United Arab Emirates and wholesale banking actives in the Kingdom of Bahrain.

Retail Brokerage
It includes asset management activities mainly through the subsidiary Alfalah Securities (Privatb) Limited

Asset Management
It includes asset management activities mainly through the subsidiary Alfalah GHP lnvestment Management Limited

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

4.23.2 Geographical segments

The Group operates in lhree geographical regions being
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Middle East f/
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Note 2018 2017

-----(Rupees in 000)----.
5 CASH AND BALANCES WITH TREASURY BANKS

ln hand

Local currency

Foreign currency

5.1 11,801,739

5,711,O22

31,'t22,141

4,413,423

10,931 ,812

10,464,315

4,031,567

28,767,49'l

2,927,953

6,998,393

't7,512,76'.1 14,495,882

With State Bank of Pakistan in

Local currency current account

Foreign currency current account

Foreign currency deposit account

With other central banks in

Foreign currency current account

Foreign currency deposit account

With National Bank of Pakistan in local currency current account

Prize bonds

5.4

5.5

5.6

5.6

2,733,265

7 44,479

46,467,376 38,693,837

1,403,720

555,392

3,478,144 1,959,112

14,931,225'15,208,850

18,230

82,407,736 70,381 ,480

5.2

This includes cash in transit amounting to Rs. 77.743 million (2017: Rs. 7.001 million).

This includes cash in transit amounting to Rs.478.410 million (2017: Rs.4.230 million)

These represent deposits with other central banks to meet their minimum tash reserves and capital requirements pertaining
to the overseas operations of the Bank. The deposit accounts carry markup O.620/0 lo 1.716/,: (2O17: O.31o/o to '1.01%).

af'

5.3 This includes statutory liquidity reserves mainlained with the SBP under Section 22 of the Banking Companies Ordinance,
1962.

5_4 As per BSD Circular No. 9 dated December 3, 2007, cash reserve of 57o is required to be maintained with the State Bank
of Pakistan on deposits held under the New Foreign Currency Accounts Scheme (FE-25 deposits).

5.5 Special cash reserve of '157o is required to be maintained with the State Bank of Pakistan on FE-25 deposits as specified in
BSD Circular No. 14 dated June 21,2008. Profit rates on these deposits are fixed by SBP on a monthly basis. These
deposits carry markup rates ranging from 0.56% to 1 .35% per annum (2017: 0.06% to 0.37%).

5.5
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2018 2017

-----(Rupees in 000)-----
6 BALANCES WITH OTHER BANKS

ln Pakistan

ln current account

ln deposit account

outgide Pakistan

ln current account

ln deposit account

LENOINGS TO FINANCIAL INSTITUTIONS

Call / clean money lendings

Repurchase agreement lendings(Reverse Repo)

Bai Muajjal receivable wilh other Ilnancial institutions

Less: expected credit loss - overseas branches

Lending to Financial lnstitutions - net of provision

7.1.2

7 .1 .3

7.2 Particulars of lending - gross

ln local currency

ln foreign currencies

Note

6.1

6.2

457,760

11,184

530,40'1

228,601

468,944 759.002

2,',184,134

1,258,476

1,301,341

1,932,71'l

3,442,610 3,234,052

3.911.554 s,993,054

6.1 This represents funds deposited with various banks at profit rates ranging from 2.98% to 8.05% per annum (2017 1 73o/o lo

3 75% per annum)

6.2 This includes amount held in Automated lnvestment Plans. The Bank is entitled to earn interest from the correspondent

banks at agreed upon rates when the balance exceeds a specifled amount'

5.3 This includes placement of Iunds generated through foreign currency deposits scheme (FE-25) and non-contractual

deposits at inte;est rates ranging from 1 .OO% to 3.00% per annum (2017; 1 00% to 8 40% per annum)'

7
7.1.1

7 .1.2 & 7.3

7.1 .3

15,166,288

37,214,3',13

9,811,504

20,255,936

1 1,848,536

16,791,356

52,192,105

(19,8r8)

48,895,828

62.172.287 48,895,828

7-.1.1 Th€se represent tendings to financial institutions at interest rates ranging lrom O.5O% to 9.90% per annum (2017: 1'5'/o lo

9.75% per annum) having maturities upto June 2019 (2017: March 2018)'

These represent short term lending to financial institutions against investment securities. These carry markup rates ranging

from 3.od% to 1o.4syo per annum (2017: 5.8./.lo 6.2% per annum) with maturities upto January 2019 (2017 June 2018).

These represent Bai N,,tuajjal agreements entered into with State Bank of Pakistan (SBP) / other commercial banks. The

rates oI return range from'9.90% to 10.05% per annum (2017:5.71%lo 5.80% perannum), and these are dueto mature by

March 2019 (2017: March 2018).

55,400,871

6,791,234

43,346,538

5.549,290

ryk
62.192.105 48.895,828
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2n17

Rupeos ln'000')------

28,757,067 5,593,265
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7.3 Securitigs held as collateral against Lending to flnancial institutions

2n1a

Held by
Bank

Further
given as
collateral

Total
Held by

Bank

F!rthet
givon as
collatolal

Total

Market Treasury Bills

Pakistan lnvestment Bonds

Total

8 INVESTMENTS

8.1 lnvostments by typo:

Held-f or'tradlng secutities
Federal Governmenl Securities

Market Treasury Eills

Paklslan lnveslmentSonds

Shares

Fully pad up ordinary shares /

OveGeas Bonds - Sovereiqn

General provision and expected
cred I loss-

Overseas operations

28,7 57,067
8,457,246

- 5,593,265
251.353 6 255 271

Note 2018 2017

Cost/ Surplus /
(Deficit)

Carrying
cost /

diminutlon

Surplus /
(O€flclt)

carrying

Rupess in'000')

8.45f,24G 1003.918 5,

37,211,313 37.214.313 6.597,183 5,25 1.353 11 848,536

47,576.126 (43,511) 47,532,615 22 AA7,2X3 (7,351) 22,799 8A2

186,503,509 (672,095) (2,102)185,929,312 329,163,269 (657,174) 3,930,E99 332.456,994

(665,665) (692,1s6)

(4s,258) (43,258)

45,898,SS7

1,209,673

164,797

302,699

{13,261)
('r3,r74)

123,2271

6,151

45,885,696

1,196,499

1r11,570

308,850

22,759,650

28,140

'19 443

(11,486)

(990)

5'125

22,74A,164

27,150

24,568

AvailableJorsal6 securities

Federal Govemment Secu tles

l\,4arkel Treasury Balls

Pakistan lnvestment Bonds

Governnreht of Pakistan Sukuks

Govemmenl of Pakistan Euro Bonds

Shares

FLrlly pald up ordinary shares -

Fully paid up ordinary shares -

Preference Shares - Listed

Preference Shares - Unlisted

Non Government Debl Securities

Term Finance Certillcale3

CommercialPapers
Foreign Sec'r lies

Overseas Eonds - Sovereiqn

OveBeas Bonds - Others

Redeemable Participaling Certifi cales

Hold{o-maturity securities

Federal Govemment Secur ties

Markel Treasury Bills

Pakistan lnvestmentBonds

Governmenl of Pakistan Euro Bonds

Other Federal Governmefl t SecLrrities

Non Govemmeot Debl Secunties

lerm Fi.ance Certilicates

Suk!ks
Foreign Securilies

Overseas Bonds - Soverelgn

Overseas Bonds - Olhers

114,893,151

26,490,800

15,726,083

2,410,O76

7,390,808

382,055

106,835

25,000

1,504,125

4,775,OE2

1,357,353

9,117,2',17

2,362,923

(22,383)

(59,561)

(t06,835)
(25,000)

(359,706)

(95,510)

(40,s02)

(464,211)

1120,2641
(134,045)

718.558

112,071)

323,930

(49,426)

1223,6711

't14,852,249

26,026,589

15,605,819

2,306,031

8,086,983

322,394

1,132,349

5,002,502

1,307,927

8,923,546

352 3

162,885,001

108,088,932

34,284,664

2,281,177

5.786,367

350,507

108,835

25,000

1,"97,044

3,673,571

90,201

552,041

E,626,230

1133659

(15,000)

(103,293)

(108.83s)

(25,000)

(302,904)

lto2,'142)

(82 6s0)

3,156,472

315 035

105,351

396,022

18,474)

43,563

1,959

3,621

162,A02,351

111 245 444

34,599,699

2 386,528

6167,389

247,214

985,706

3,614,992

90,201

554,000

8 629 851

1 133 659

AssoclatoB (valued at equlty melhod 8 1 1

25,280,990

243,011

4,122,215

524,266

2,689,965

8,185,947

590,721

{524,266)

{141,399)

26,280,990

243,O11

4,122,215

2,544,566

8,'t85,947

690,721

1,474,741

31 637.988

193,239

524,264

4 097 a10

5,492,169

544 143

(s24,266)

(167,890)

1,470,741

31,637,988

193 239

3,929,920

5,492,169

546,143

12,737,',l15

3,761,612

42,071,450

3,761,612

43,964 356

3 213,322

43,272,200

3,21332)

u

tJ

tl

L

I

{/15,613) 279,251,731 399,168,180 (1,349,330)280,678,352 {1,38!,018I

11 f,
3,923,548 401,742 39E



20 '.. E^NR 
^LF^Mii 

LIMITED

8.'1.1 Movement in values of investments accounted Ior under equity method ol accounting

The details oI investmenls accounted for under equity method of accounting is as follows

2018

Allalah lnsurance Company Llmitsd
Sapphiro Wlnd Power Company Llmited
TriconBoston consultlng Corporation (Private) Llmited
Allalah GHP Money Ma*ot Fund
Allalah GHP lncomo Multiplier Fund
Alfalah GHP Sovereign Fund
Alralah GHP lncomo Fund
Allalah GHP lslamic lncomo Fund
Alfalah GHP Pension Fund
Alfalah GHP lslamlc Pension Fund
Allalah GHP lslamic Stock Fund
Atfalah GHP Cash Fund

Alfalah lnsulance Company Limited
Sapphire Wind Power Company Llmitod
TriconBoston Consulting Corporation (Prlvatg) Limited
Allalah GHP Monoy Market Fund
Allalah GHP lncome trlultlplier Fund
Alfalah GHP Sovereign Fund
Allalah GHP lncoms Fund
Altalah GHP lslamic lncomo Fund
Alfalah GHP Pension Fund
Alfalah GHP lslamic Penslon Fund
Alfalah GHP lslamic Stock Fund
Alfalah GHP Cash Fund

Alralah lnsurancs Company Limlted
Sapphii6 Wlnd Powet Company Llmited
TriconBoston consultlng corporation (Prlvate) Limli6d
Alfalah GHP ttoney Market Fund
Altalah GHP lncomo Multipller Fund
Alfalah GHP Sove.eign Fund
Alfalah GHP lncome Fund
Alfalah GHP lslamic lncome Fund
Altalah GHP Psnsion Fund
Allalah GtlP lslamic Pgnslon Fund
Alfalah GHP Cash Fund

lnveFtmen
tasat'

January 1

lnvestment
made during

the year

R6de6m6d Dividend
during the recsived

year during lhe year

...... (Rupess in'000) .........

Shar€ of
profit /
(Loss)

Balancs as
at Decembet

31

21,196
567,299
29.318

583

340,92'1
1.905.883

793,893
298,913

6
75,600

157 437
5,827

86,881
85,951

319,725
1,557,584

764,575
381,416

6
491

1,529
5,576

86,343
86,277

s,800

(219,000)

236,949

58

4,292
54

538
(326)

137,3s6 (205,000)

384

44215,

75,071
153,906

394

(20)
(2.290)

(197)

1 '16 10,300

2017

lnvostm9n
lasat

January 1

282,909
1,221,237

36,816
336,347

(4,655)
3,500
7,804
6,446
8 614

219
(3,657)
(3,723)
27,676
19,446

319,725
1,557,584

764.57 5
381,416

6
491

1,529
5,576

86,343
86,271

lnvest ngnt
mado d!ring

the year

Share of
proflt,
(Loss)

Balance as
at DocembeJ

3t

Rodeemed Oivid€nd
during the roceivod

year during the Yoar

(Rupoes in '000)

57,247
298,473
253,490
169,745

6,683

769,230
379,069

25,968
1,602

180,491
148,981

90,000
90,000

(58,440)
(330.948)
(258,911)
(350,000)
(150,000)

11.291)
(2,136)
(7,321)

(307)

439 502
534,264

(467,178)
(553,523)I 763 I800

8.'1.2 Particulars ol assots and liabilitigs ot assoclates and mutuallunds established
under lrust structurc not considerod lor consolidatlon.

Flnancial statemqnts
Date

150

2018

Assets Liabllities Revenuo

3,187,385
15,866,71S
46,805,961
13,404,942

470,770
1,762,416

325,279
4,612,301

139.752
114,890
116 582

Prolit tor the
yea, / Poriod

70,653
837,917
365,622
378,539

7,575
27,665
10,341

134,527
(2,919)

2,811
3,704

Oecember 31,2018
December 31.2018
December 31. 2018
December 31. 2018
December 3':. 2018
oecember 31. 2018
December 3'1. 2018
December 31.2018
December 31. 2018
December 3'1, 2018
December 3'1. 2018

...... (Rupoes in'000)..........
2,115,633 112,924

10,038,327 1,570,653
38,350,514 2,085,328

56,736 421,847
23,886 13,455

826,233 37,082
15,4S1 14,384
19.943 175,274

594 (1,413)

497 \1.424)
14,493 5,355

2017

Flnanclalstatsments
Date

December
December
December
December
December
December
December
December
December
December
December

,, (Rupeos in'000) .......
2,118,909 99,598
8,685,366 1,184,593

16,107 ,746
25.707 57120
33,949 67,014

663,108 38,952
15,608 29,641
19,943 177,155

985 (3,202)
955 (4,071)

14,336 5,431

Protit for the
yoar/ psriod

122,720
468,632
(35,196)

47.467
46,705
28,087
19,S95

129,968
(4,535)
(5,357)
3.415

Assets Liabilitlos Revenue

Allalah lnsurance company Limited
Sapphlro wlnd Power Company Limited
l riconBo3lon Gonsulting Corpolation (Privato) Llmited
Alfalah GHP Monoy Market Fund
Altalah GHP lncome Multiplisr Fund
Alralah GHP Sovorelgn Fund
Allalah GHP lncome Fund
Allalah GHP lslamic lncome Fund
Allalah GHP Pension Fund
Allalah GHP lslamic Pension Fund
Allalah GHP Cash Fund

2017
2017
2017
2017
2017
2017
2017
2017
2017
2017
2017

31,

3'1

31,
3'1,

31,

3'r,
31.

31,

31,

3'1.

3,169,013
13,782,492
24,253,943

5.176,888
689,548

1,500,627
560,723

7,250,318
109.766

99,901
119,408

833 3

''l lv
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l]

tl

I]

n

I

2',1

--lRupeo3 in O00')---------''-------

t735,357) 235.s19,099 363601.3S2

3,071,495 {215,3791 695,331 3,5s0,9a7

9,493,439 O,121,33i) 311,359 4,633,417

(266,946) 21,779,914

3,751,612

5,62f

340,921

293,913

6

45,951

319725

1,557 534

331,416

1 529

5,576

1 557,534

164,575

6

1,529

5.576

7.442.722

6 293 349 (252 12t) 395032

98A2.9j2 \1.A91,2O2t

13,371635

3,213 322 3,213,422

BANK ALFALAH LIMI?ED

2017

c",.yr.s ll cosr
v"t,. 

I lnmoniseo 
cosr (D.licil)

Gene6lp.ovrsion 3nd 6xpet6d c.6dil loss'Oversoas operal ons

8.2.1 lnvestnent! sivon as collateral

8.2 hvestmsnG by seqments

F.der.l Gov.rnm.nl 36cunt.i:

8.3.2

Govomtuont s6adlios
Non Gov.m mont o.bt s€cun li€.

Ar!6ci.tos (valuod al squlty merhod)

AIzzh .slanc€ Limitod

Provision adjusted durinq the year
ClosinO Balance

P.ksta. nv.stmentBondt

orh* F6de6l Gov€rnm.nr S€.urri.s
60v€rnm6nl of Pakirlan sukuks

4,122,215

(r4,163)

(477,335)

t120 2&t)

2,519,442
4,122.215

315.035

1A7 021,256

(131,213) 3,223,553

322,3S,1

5 923,342

375.507

{123.335)

112S293)

395.032 6194,539

247,2.1

No. Gov6rnm.nt oebl Se.u.itie!
1,735

11.123.666)

12,091

299,763

655,541

3,017.776

301 925

9.341,007

2185 1,553 305663
3,315,156

113,27s)
1223.6711

6063.353
10,30s032 3,621

E

E

I
0

T

B

B

u

Sapphra W^d PorerCompany Limred

rnconBosron comlllng coao.alion (Prival6) Lmled
Arrarah GNP Mo.oy Ma.tet Fund

Arrarah GtrP rnmm. Mlllp 
'€r 

Fund

AlaLah GHP Sov6r6ign Fund

Arrarah GHP l..ome Fund

Attarah GlrP rrramc n.om. Flnd
Alaiah GHP Pensron Fund

A lalah GHP lsr.hicP€nsion Flnd

Markel Trcasury EilLs

Pakisian lnveslmenl Bonds

Pakislan Eurc Bonds

Exchange adjusimenls

Chaee lor lhe year
Reversals lor lhe yeEr
Revelsalon disposals

{{,,256)

3,751,612

I43,256)

280,673,352 (1,331,013) (45,613L279,251,731 3 S23 5.43

20't8 2017
--{Rllpoes in 000)----

54.004-837 151-602-232

39,445,702

15,85,1,600

4,8't8,676
3.885.559

a5.274.643
64 920,622

845,802

3,621,444
6,939,721

The mafisr valle of secudties giv€n as collalelal s Rs 63,858 995 million (201 7 | Rs. 163,429.3 1 3 fiillion)

8.3 Provision fordiminution in value oflnv.simants

8.3.1 Openlng balance
lmpacl of adoplion ot IFRS 09 - overseasbranches

1,3ir9,t30
77,698

1,427,O28
13,876

1,253,741

1253741

112,307) ss.59s

(3,947) (46)

(43,532)
,t.381.018 ',l.149.330

2017

85;766

{s8,073)

111,134
(1s,539)

I
t]

u

t

Particulars of provi5ion against debt sacu.itl6s
Category of clasiifi cation

Olher assets especially menlioned
Substandard
Doubful

Nol past due bul impaired

91 lo 180 days
181 to 365 days

201E
NPI Provislon NPI Provislon
-----------{Rup€es in 000)----------"-

'f.'t21,881 't,121,881 1097 242 '1.097.202

1,121,881 r,r21,881 1097,2A2 1,097.202

I

.q lr
1.12'1.881 1,1 't,o9l,2a2
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8.4 Quality oI Availabls for Sale Secu lies

Details regarding quality ofAvailable lor Sale (AFS) securities are as follows

Shares

Listsd Companies

Ordinary Sharss
Aulomobile Parls & Accessories
Cement
Chemicals
Commercial Eanks
Engineering
Fertilizer
lnsurance
lnvestment Banks
Oil and Gas Exploration ComPanies
Oil and Gas Marketing Companies
Pharmaceulicals
Power Generation & Distribution
Real Eslate lnvestment Trust
Miscellaneous

Fgderal Governme'lt Securitigs . Government guaranteed
Market Treasury Bills
Pakistan lnvestment Bonds
covernment of Pakistan Sukuks
Government of Pakistan Euro Bonds

162.885,001
108,088,932
34,284.664

2,281.177

BANK ALFALAH LTMITED

2018 2017
Cost

---.(Rup6es ln 000)----

114,893,r 51

26,490,800
r5,726,083
2,44O,076

___l-{9.!99I9_ 307,539,774

r69,58,t
1,224,050

17,909
1,596,590

333,633
308,635
92,708
't5,000

1,754,619
534,5,19
202,738
749,17 5
372,093

123.8A2
1,752247

17,909
812,564
167,071
444,315

15,000
835,627
290,839

855,961
457.843

13,109

Prelerenco Shaaes
Fertilizer

t nlisted Compaflies

Ordinary Shares
AGP Pharma Limiled "
Al-Hamra Avenue {Private) Limited
Pakistan Exporl Finance Guaranlee

Agency Limited
Pakistan Mobile Communicalion Limited
Pakislan lv,lortgage Relinance Conpany Limited

Society Ior worldwide Interbank Financial
Telecommunicelion

Break up value
as al

t9 518
7,390,808 5,786,367

108,83s 108,835

7,499,643 5,895,202

2018 2017
Cost Breakup value Cost Br€akup valus

RJboes in 'OOO)--

50,000 47,600
256,212

50,000
212.544

47,600June 30,2010

Dec 31, 2016

June 30,2010
Dec 31, 2017
Dec 31 2017

5,725
' 22,235
300,000

286
53,150

300,686

5.725

12.240

286
33,7 52

12,299

Prefgrenco Sharos
Trust lnvestment Bank Limited Dec 31, 2017

4,095 11,7 54 4,095 11,754
382,0ss 413,476 350,507 318,235

25,000 27,784 25,000 27,700

40?,055 441,160 3?5

" Represenl securities listed durjng the year and hence reclassified to'listed companie:4 
f;



AANK ALFALAH LIMITED

1018 2017
Cost

----(Rupees in 000)----Non Govcrnment Debt Socuritlos

Listcd

Categoised based on long tefi1 rating by Credit Rating Agency

. BBB+. BBB. BBB.
- BB],, BB, BB-
. B+, B, B.
- CCC and below
- Unrated

. BBB+, BBB, BBB.
- BB+. BB, BB-
- B+, B. B-
- cCC and below
- unraled

- BBB+, BBB, BBB,
- BB+,Bts, BB.
- B+, B. B-
- CCC and below
- Unraled

99.860

5s0,000
99,980

100,000
99,880

unlisted

Caiegoised based on long terfi rating by Crcdi! Raling Agency

785 2,185

_____-E9l-19!_ _--99L925_

4,444,440 2.600,000

1,183,003 2,158,931
5,627,,143 4,758,931

2014 2017Foreign Securities

Governmcnt Securitigs

Abu DhabiGovemment lnl Bond 2027
Saudi lnlernational Bond 2026
Kingdom of Bahrain Sukuk

Non Government Oebt Securities

Unlistod

Categoised based on long term rating by Credit Rating Aqency

Cost
(Rupoes ln '000)

Cost
(Rupees in'000)

685,183
672,110 A1

Rating Rating

552 040 B+

_____1,!!l,l!3 552.040

2018 2017

----lRupees ln 000)----

8,040,314
1,106,S03

2 362 '1,133,659

11.510,140 9,759,890

977,192
5,396,168
1 ,209,7 42
1,043,129

1l-
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8.5 Particulars r€latlng to Held to Maturity securlties ale as Iollows

Federal Govemment Securities - Govsrnment guarantoed

Market Treasury Bills

Paklstan lnvestment Bonds

Pakislan Euro Bonds

Other Federal Government Securities

Non Government Oebt SecuritlEa

Unlisted

Calegorised based on long tem rating by Ctedil Rating Agency

- tlnrated

20'18 2017
Cost

----(Rupees ln 000).---

26,280,990

243,011

4,'t22,215

1,470.741

31,637,988

193,239

'1,041,670

566,667

190,230

30,646,2't6 33,301,968

415.664

1,04'1,670

1,133,333

254,918

2,192,155

___l_sn.ry_3.214.231

Foreign Securitiss

Government Secu ties

Non Government Debt SocuJities

Unlistod

- BBB+, BBB, BBB'

2018 2017
Cost

(Rupees in'00-0)
Rating Cost

(Rupees lh'000)

4,94s,043

5,492,169

Rating

Bangladesh Government Bonds

Slate of Oatar

7,497,232

688,715

______gl-g!,912_

u nrated

AA- 547 126

Un.ated

2fiA 2017

------Cost------
----(Rup6es in 000)----

6S0,721 548,143

690,721 548,143

8.5.1 The market value of securities classified as held-to-maturily as at December 31, 20'18 amounted lo Rs- 40,750 million (December
31, 2017 | Rs. 43,844 miliion) nt-



9 ADVANCES

9.1

Note

25 BANK ALFALAH LIMITED

Performing Non Perlorming Total

2018 2017 2014 20't7 2018 2017

143.478 78,714 11,667,988

499,574,171 399 607,590 18,823,540 17,580,'111 518,397,7'11 417 JA1.701

Rupees in'000')..----

3,475,819 925 485

loans. cash credrls, running finances. etc

lsiamic linancing and relaled assels

B Ils discounted and purchased

Advances - gross

402,388,697

85,660,964

1't,524,510

333.599,195

55,284,996

10,723,399

17,286,103 15.906 224 419,674,800

1,393,959 1,595,173 87,054,923

349,505,419

56,880,169
10,802,113

91
92

Provision against advances

- Speci{ic

' General

Advances - net of provision

lncludes Net lnvestment in Finance Lease as disclosed beow:

95 (873.315) 1842,738)

(1s,884,669) (15,685 041) (15,884,569)
(873.315)

(15,685,04i)

1442.738)
(873,315) (842,7s8) (15,884,669) (15,685,041) (16,757,984) \16,527,779J

498,700,856 398,764.852 2,938,871 1,895,070 50',t,639,727 400,659,922

20172018

Not later
than onD

year

Later than
one and
less than
five years

Over five
years Total

Not later than
one year

Later than
one and less

than five
years

Overfive
years

Total

1,403,651

594,353

4r,335
'13,347

2,089,153

911,824

70,316

40,100

3,084,954

1,322,118
2,030,833

998,435 1,606,135 370,194
Lease €ntals recervable

Resrdualvalue
lvlinrmum lease paymenls

Financial charges for future periods

3,029,268 54,582 5,081,S54
(479,650)

1,295,679
(94.838)

3,000,977

t220,262)

4,407 ,O72

t316127\
1,998,004
(220.67!)

1 10 416

1258,985) 11,02 7)

777 329- 2 770 243 54,682 502 4 841 2 780 715 r09,389 4,090 9d5

9.1.2 Advances inctude an amountofRs.8295 million (2017: Rs.25 l1milLio.), being Employee Loan facilities allowed to Citrbank, NA, Pakisian's employees,
which were either taken over by lhe Bank, or were granted afresh, under a specific arrangement executed between the Bank and Citibank N A, Pakistan. The

said arrangement ls slbject to certain relaxetions as specified vide SBP Lelter BPRD/BR0/Citi/2017l21089 dated Septembet 11,2417

'Ihe sald arrangement covers only exisling employees of Cilibank, N.A, Pakistan, and the relaxalions allowed by the SBP are on continua basis but subject 1o

rev ew oy sBP s BID and osED departments. These loans carry markup at the rales ranging frotft 9 46% to 20.30% 12017 9.46%to 16.48%) wilh maturlties
up 1o December 2038 (2017 December2022).

g.2 These represents financrng and relaled assels placed under shariah permissible modes and presenled in note Annexure-ll

9.3 Particulars ol advances (Gross)

Present value oJ minimum

lease payments

ln localcurrency
ln foreiqn currencies

200

g

0

0

B

I
Il

u

2018 2017

-.--(Rupees in 000)----

9.4 Advances ioclude Rs 18,824 million (2017: Rs 17,580 rnillion)which have been placed under non-pedorming slatus as delailed below

493,638,878 392,303,907

24 758,833 24 a83 794

__9J! 3s7_llL__!11,1 Bl,J91.

2011Category ol Classilication

Overseas
Not padt due btrl iftlpaired
Overdue by:

Upto 90 days
91 to 180 days
181 to 365 days
> 365 days

42,787
104,384
349,783

3,536
46,637

314,043

2018

Non- Perrorming Non- P.rfomlng
Loans Provi3ion Loans Provision

.{Rup6.s in 000'}-.------.
Domestic
Other Assets Especially l\,!ent oned
Substandard
Doubtful
Loss

104,121
3,077,658

552,920
'14,591,887

3,330
762,67a
235,653

84,960
1,359,006
1 854,513

a,979
338,582

1.245.152
98914 518 782 13 978 614 13 a37

'18,326,586 15,520,453 17,271,093 15,426 742

303.018 2s8,339

496 954 364 2'16 303 018 258.339

-r_.
Total

L,' 1.,
1E,823,540 15,884,669 17,580,111 15.685,041



9.5 Paniculars of provision against advances

Closing balance

9.5.1 Particulars ol provision against advances

9.6 PARTICULARS OF WRITE OFFS:

26 BANK ALFALA}I LIMITED

2018 2017

15,685,041 775,968 17,144,231

12 944

Opening balance

lmpacl ofadoption of IFRS I
Exchange adjustments

Charge for the year

Reversals

842,134

25,297

'16,527,779 16,368,263

25,297

65,456 2,22162 3 620

2,336 374,721 (510.357) 65.'171 (445 186)

599

' Amounts written ofl

Amounts charged orf- agriculture financing

(179,305)

(59.964t

(179,30s)

(59,964)

(72,056)

003,030)

(72,056)

(103,030)

376,385

9.6 (239,269)

15.884,669 873,315 16,757,984 15,685,041 842,738 16, 527.779

9.5.2 The additionat profit arising from availing the forced sales value (FSV) benefil - net oftax at December 31, 2018 which is not available lor dislribution as either

cash or slock (lividend to shareholders/ bonus lo employees amounted to Rs. 30.106 million (2017: Rs. 29.899 million).

g.5.3 Generat provision inctudes provrsion against consumer loans being maintained atan amount equalto 1%of ihe fully secured performing podfolio and 4% of
the unsecured performing portfolio. Provision against SE portlolio is being maintained at an amounl eqllai to 1% againsl unsecured performing SE portfolio as

required by the Prudential Regulations issued by the State Bank of Pakistan. General provision also includes provision held al overseas branches to meet lhe
requirements of regulalory authorities of the respective countries in which overseas branches operates

9.54 Exposure amounting to Rs Nil (2017iRs.8.421 billion) relating lo certain non pedorming facilities of Power Holding (Privale) Limited, which is guaranteed by

the Governmeni of Pakistan, had not been classitied as non-performing, pulsuant to a relaxation given by SBP in this respect

ln local currency

ln forelgn currencies

14,708,296

'I,176,373

698,706

174,609

15,407,002

'r.350.982

14 802,261

882,780

701,036

141,702

15,503,297

1 .O24,482

9.5.5 41;,orn11 the Bank has made provision againsl its non-performing po olio as per lhe category of classification ol the loan, lhe Bank holds enforceable
collaleral in the event of recovery through litigation These secLrrilies comprise ol charge against various tangible assets of the bofiower including land

' building and machinery, slock in trade etc

(239,269) (175 086) (175,086)

15,884,669 873,315 16,757,984 15,685,041 842,738 16,527,779

,ola 2017

Note 2018 2017

---{Rupees in 00O).---

9.6. t Against Provisions

Directly charqed 10 Proiit & Loss account

95 239,259 175 086

23 269 086

9.7 130,566 113,741

108 703 61,345

_1991!9____ll9J99-

the Statement ln respect of writlen-off loans or any otherfnancial relief
ended December 31, 2018 is gven jn Annexure-1 to lnconsolidated

9.6.2 Write Ofis ol Rs 500,000 and above

- Domestic

- Overseas

Write Offs of Below Rs. 5OO,OOO

DETAILS OF LOAN WRITE OFF OF Rs. 500,000^ ANO ABOVE

ln terms of sub-seclion {3) of Section 33A of the Banking Companies Ordinance, 1962
of r,rpees Lve huldred thousand o, above al.owed lo a person(s) during the yeal
F.nanc a. Slale^tenls - fnr

3,007,907

t2.631.522\

269,364

(267.028)

3,277,271

(2.898.550)

2,230 942

12.741,2s9)

156,384

(91,213)

2,387 ,286
(2,832.412]l

9.7
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Note 2018 2017

-.---(R'rpees in 000)----10 FIXED ASSETS

Capital work-in-progress
Property and equipment

10.1

10.2
175,339 73,639

18 141 703 16 119 263

_l_qn!,91:__t9t-9g,g!l
10.1 Capital work-in-prog ress

Crv lwo*s
Equipment
Advances to suppliers
Othels

Cost / RevaL!6d amount
A@umulaled depbciaton

at Oecemberll,20la
Cost / Revalued amounl
Accumu ated dep.ecLaton

Rare or Jeprecialon (p€rcentag€)

Cost / Re!. ued amounl
A@umulaled deorecialon

Ar oecemDerSl,2017
Cosl / Revalued amolnl
accumulaled deprecEtion

Raie or depr€cLation (percenlage)

115,840
55,670

1,075
2,754

14,816
43,868
12,968
7,98;it

I'l

175,339 79,639

10.2 Property and Equipmont
2013

4,376,934 2,959,930 1,24!,306
t33,7451 t71,9911

2.744.105 5.110.322
{156,504) {3.176,387)

1,998.763 11,221.513
t'1.547.643t (8.555,3151

439.550
t234.885)

30.09a.7t3
113.!75.4701

{.!76,9t4 2.926.185 1.17r,3i5 2.537.501 i.7!r.93s 451.120 2.666,198 204,975 
'6,119.263

Year ended December 2018
Opening n€l book value

Movementin BUrDlus on assots re!.lued dlnno the ve.r
oenot o. rsvaluation re@qnised m the

Drofit and losr acounl ' nel

E:chanoe rale sdiust ienls
other adjusments / lranslers

4.376,134
t1,0oo

1,773,5t2

1,i7t,315
I,t't4

321.519

2.537.501 1.734,931 451,120 2.655,198
75.0t1 19!.t07 !2,671 657,449

473.718

204,375 16.1,t9,253
19,885 t99,O57

. 3,193.653

2,925,165

62a,l0a

ttt,0ool 112,2731
1242,1901

(17,5251

(t9.569)

178,608)
tr2.367)

{326.593)
988

18.155)
t1,082.756)

(43,361)
(70,935)

3,179

{65.869'
{310.0161

l'1.733.162t
1o.50n

121,0211

(37,9921
(5,543)

1118,662)
t,56t

:27C 701 t aao.029 3.038.033 1-

- 6,r50.a45 3,2?6,701 1,4t0.029 !.038,033 5.272.656 2.025,376 11.590,377
13695 ?gst tl3B2 6aat totr7.252l

358.827 33.162.496

12 2304

3 007 930
t17 025.|

1.171,324 2,629975 4,802 297 1,996.343 10.431,361
ta)ot\acg\ t1A27rA7\ t7 F7\ 1o7\

424 701 28 422.465

, 9S0 S05

Yearended December2olT
Opening nel book value

Movemedin su.pluson assels revalued dlnnq the year

oelior on revaluarion recoq isod n the
proft and loss ac@unl - ne(

Exchange rat€ aqustme.$
Olher aalusIm€ni / transler
Closing net b@k valu€

4 358,934
18.000

2 990,905 1 136.2&
- 11420

2 549.471
116.453

1.601398
518.612

569.056
30537

2.756254
1 064.856

181.938
123620

16_144,224
1.943.894

(47.834)
(16,886)

(2.100)
(76,060)

(37 919)
(329,2t2)

(443)

(1,258)
(142693)

(526)

(7.299)
(1,143,969)

(4.155)

(19,897)
(80,659)

1ag

1116.307)
o 826.491)

(4.S35)
{36932)

4.376.93,4 2 959 930 1 243 306
r33 745) t71.991)

2,744145
(156,504)

5.114,322
(3375.387)

1.998763 11.221513
t15476431 tB 555 3151

439,860
12M 3a5l

30,094.733
113975 4701

4 376 934 
'.916- 1'h- 3'/, 2,5% 2,6% 10% -20% 10% -250/0 12.5% -slJ% 25r/,

10.2.1

Leasehold land
Buildings on freehold land
Buildings on leasehold land

10.2.3 Carrying amount ofrdle and held for saie propertiesl

10 2.4 Sale of fxed assets to related parties are disclosed in Annexure lllto the unconsolidated tinanciatstatements

The propeiies ofthe Bank have been revalued by independeni professronalvaluers asatDecember3l 2018. The revalualion was carried out by M/s. Akbani &

Javed Associates, lws Harvester Services (Private) Limited and M/s.Hamid [,lukhtar & Co. (Private) Limited on the basis of professronal assessmenl ol presenl
market values which resulted in en rncrease in surplus by Rs. 3,194 million and a deficit of Rs.66.8 million. Accordingly, the surplus has been lransfered to the
equity and lhe dellcit has been charged to the profil end loss accouft .

Had there been no revalualion the carrying amount of lhe revalued assetsatDecember3l,20lSwould have been Rs.5443.968 miliron (2017r Rs.5,742.060
miltion)

20't8 2017
Nel book Net book Netbook Net book
value at value at value at value at
Cosl Revalued Cost Revalued

amount amount
_-__.-_-_{Rupe.r tn 000 )...___*___..-__-

1,536,928

1,441,656

1,043,992

1,421,392

6,150,,146

3,278,701

1,440,029

3,038,083

1,536,924

1696,418

1 094.877

1413,837

4,376.934
2 926,145
1 171_315
2 5A7 601

5,443,966 13,907,250 5742tfia 11,062,035

10.2.2 lncluded in cost of property and equlpment are fully depreciated ilems still in use having cost ol Rs. 9,773.91 million (2017: Rs. 8,644 77 mil ion)

2018 2017
---(Rups€s in 000)----

-.9r, l,/,r..-*
__?rrr-q!__-Ifflq
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11 INTA.NGIBLE ASSETS

Capital work-in-progress I Advance payment to suppliers

Software / membership card

lncome/ Mark-up accrued in local currency - net of provision

lncome/ lMark-up accrued in loreign currency - net of provision

Advances, deposits, advance rent and other prepayments

Advance laxalion (payments less provisions)

Non-banking assets acquired in satisfaction of claims

Dividend receivable

lvlark to market gain on forward foreign exchange contracts

Mark to market gain on derivatives

Stationery and stamps on hand

Defined benefit plan

Branch adjustment account

Account receivable

Receivable against fraud and forgeries

Acceptances
Others

Less: Provision held against other assets

Other Assets (Net of Provision)

Surplus on revaluation of non-banking assets acquired in

satisfaction of claims

31,390,343

12.3 (928 ,885) 686 441

35,838,785 30,703,902

12.1.1 .159,530 127 ,925

___3!pgqru_ ___30,8T_9n_

BANK ALFALAH LIMITED

Note

11.1

12.1.1

38.1 .7

12.2

2018 2017
----(Rupees in 000)----

180,90,t

1,136,370
1,317 ,271

3,562,816
(2,183,7 40\

129,689
1,379,076
1,508,765

11.1

'11.2

At January 1

Cost

Accumulated amortisation and impairment

Net book value

Year ended December 31

Opening net book value

Additions - directly purchased

Disposals

Amorlisation charge

Exchange rate adjustments

Other adjustments

Closing net book value

At December 31

Cost

Accumulated amortisation and impairment

Net book value

Rate of amortisation (percentage)

Uselul lire

included in cost of intangible assets are fully amortized items still in use having cost of Rs

1,010.07 million).

12 OTHER ASSETS

3,035,017
(1 ,737 ,7O7)

1,379,076 1,297 ,310

1,379,076

250,671

'1,297,310

529,449

(489,716)
't,170

(4,831)

1447 ,8O2t

119

1,136,370 1,379,076

3,822,430
(2,685,050)

3,562,816
(2,183,74O1

___u!ssg_ __l_rz9!r9_
20o/r-33% 20ak - 33"/o

--3:.g.r93ls- ---9i-9-vees-
't ,349.493 million (2017; Rs

'fi,880,512

538,855

2,663,485

90,885

615,517

2,768

4,519,604

68,224

37,63'l

923,633

31 1 ,'t 04
'1,393,630

206,651

13,319,265

195,906

36,767,670

I 1,333,672

462,647

2,472,218
'1 ,141 ,536

647 ,286
13,892

1,978,336

14,174

67 ,522
729,546

1,135,017

145,583

10,701,434

547 ,480

brt-
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Market value of Non-banking assets acquired in satisfaction of claims
- properties only

Advances, deposits, advance rent & other prepayments

Non banking assets acquired in satisfaction of claims

12.4 Movement in provision held against other assets

Opening balance

lmpacl of adoption of IFRS 9 - overseas branches

Balance as at 0'1 on adoption of IFRS I
Charge for the year

Reversals

Amounl Written off

Exchange and other adjustments

Classified as held for sale

Closing balance

13 BILLS PAYABLE

Note

BANK ALFALAH LIMITED

2018 2017

----(Rupees in 000)-----

______4q{9!_ ___M,6!9_
12.1

The properties of the Bank have been revalued by independent professional valuers as at December 31, 2018. The
revaluation was carried out by M/s. Akbani & Javed Associates and M/s. Harvester Services (Private) Limited on the basis of
professional assessment of presenl market values which resulted in an increase in surplus by Rs. 33.421 million.

'12.1.1 Non-banking assets acquired in satisfaction of claims

Opening Balance

Additions

Revaluation

Disposals

Depreciation

lmpairment

Closing Balance

775,211

775,047 775,211

12.1.2 Gain/Loss on Disposal of Non-banking assets acquired in satisfaction of claims

Disposal Proceeds

less

- Cost

- lmpairment / Depreciation

24,775 a,241

(3,893)

cain/Loss 24 775 4,344

33,421

(24,77s\

(8,810)

471,365

234,191

78,906

(3,893)

(5,358)

24,775

(24,7751

(3,893)

,12.2 This represents fraud and forgery amount receivable from the insurance company and other sources. Provision has been

created against non-recoverable amount.

12.3 Provision held against other assets

910,930

17,955

928,885

643,71 1

42,730

686,441

686,44't

5,795

692,236

421,760

(10,416)

(144,945)

(29,750)

1 ,'163, 1 30

1 ,163,1 30

(37,788)

11 ,229)
(5,O47)

1432,625)

928 885 686,441

20,792.OO2

90,968

35,825,039

163,186

ln Pakistan

Outside Pakistan

-/h
35, __zoi\2_,w!_
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n

t-l

tl

tl

I
B

B

B

I

Note 20.18 2017

----(Rupees in 000)----

14 BORROWNGS

secured
Borrowings from State Bank of Pakistan

Under export reflnance scheme

Long-term finance facility

Financing facility for storage of agriculture produce

Repurchase agreement borrowings

Repurchase agreement borrowings

Bai N4uajjal

Other short term borrowings
Total secured

Unsecured

Call borrowings

overdrawn nostro accounls

Trading liabilities

Others
Total unsecured

'14.4

14.5

This also includes borrowing
venture into SME segments. T

14.1

14.2

14.3

14.4

20,568,840

7,173,372

56,536

107,982,494

26,344,557

11,199,254

263,033

35,962,700

73,759,544 135,781,242

't 1,163,509

22,268,894

279,494

107 ,481,441 191 ,012,734

10,332,574

970,114

5,221 ,5',17

636,780

16,536,294 16,524,205

124,017,735 207,536,939

14.5

14.6

14.7

17 ,237 ,602
37,650,637

343,253

14.8

14.9

14.'t 0

14.11

14,951,967

947,547

I
I
E

I
I
0

I
II

I
tl

-

14.1 This facility is secured against a demand promissory note executed in favour of the State Bank of Pakislan. The mark-up rate

on this facility ranges from 1 .OO% to 3.75% per annum (2017: 1 .00% to 3.00o/o per annum) payable on a quarterly basis.

14.2 This facility is secured against a demand promissory note execuled in favour of the Slate Bank of Pakistan. The mark-up rate

on this facitity ranges from 2.OO% to 5.OO% per annum (2017: 2.O0o/o lo 5.00% per annum) payable on a quarterly basis.

14.3 This facility is secured against a demand promassory note executed in favour of the State Bank of Pakistan. The mark-up rate

on this facility is 6.00% per annu m \2017 2.50a/o lo 10.00% per annum) payable on a quarterly basis.

This represents repurchase agreement borrowing from SBP al the rate ranging from 5.78% to 10.'16% per annum

5.80% to 5.82% per annum) having maturilies upto January 2019 (20'17: January 20'18).

This represents repurchase agreemdnt borrowing from other banks at the .ale ol 2.78ya lo 11.25o/a per annum

1 .5'okok lo 5.82o/o per annum) having maturities upto January 2019 (2017: February 2018).

(2O17

(2O17

'14.6 This represents borrowings from llnancial institutions at mark-up rates ranging from 6.10% to 9.70% per annum (2017
5.73% to 5.83%) having maturities upto N.4arch 2019 (2017: October 2018).

14.7 This represents short term running finance lo meetihe working capital requirements. This facility carries quarterly mark-up at

the rate of three month KIBOR plus 3% (2017: KIBOR plus 3%) and valid upto 31 January 2021.

14.8 This represents borrowings from financial institutions at mark-up rates ranging from 0.50% to 10.25% per annum (2017
0.60% to 5.75%) having maturities upto June 2019 (2017: Nilaich 2018)

14.9 This represents book overdrawn balances appearing under certain nostro accounts which are due for settlement and the
balance exist only due to timing ditferences. These do not carry any mark-up rates.

14.10 This represents llability in respect oI short selling ot Pakistan lnvestment Bonds held as collateral against repurchase
agreement lendings.

14.11 'Ihis includes borrowing from Pakistan Mortgage Refinance Company Limited (PN,ilRC) to exend housing finance facilities to
the Bank's customers on the agreed terms and conditions. This borrowing carries mark-up rate of 3 years PKRV less 50bps.

from Karandaaz Pakistan Limited in lieu of Risk Participation Agreernent to suppod Bank's
he participation carries a sOrgad Ifiiffps 

over the KIBOR rate.
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2018 20.17
----(Rupsos in 000)----

'!4.12 Particulars of borrowings with respectto Currencies

ln localcurrency

ln foreign currencies

15 DEPOSITS AND OTHER ACCOUNTS

124,017,735 207.536.939

.-(Rupe6s n

549,265,298 104,603,406 653,868.704 540.974.027 63,209,325 610,183,352

46,979,837 1,998,584 18.978,42',1 33.390.959 1,350.673 34 741,632

102,260,223

21,757,512

187,309,819

20.227,120

Customera

Current deposils

Savings deposits

Tem deposiis

Olhers

253,826,090

152,286,764

103,'t44,924

10.007.520

31,077,261

29,222,301

42,383,783

1.920.051

284,903,351

211,509,065

145,528,707

11.927.581

235,043,620

188,792,625

110,563,894

5 573 888

21,553,885

26,277.335

20,446,144

931,961

257.597,505

215,059,960

131,O10,038

6.505,849

Financial lnstitutions

Currenl deposits

Savings deposits

Term deposits

Others

.4130,211

--30,581,127

14,220,573

47.526

533,400

53,409

1,40'1,959

9.816

2,663,611

30,634,536

15,622,532

57,742

1,147.240

20,319,241

8,043,86S

3 880.609

165,696

34,698

1150,279

1,312,936

20,353 939

9,194,148

3,880,609

20r8 2017

ln Local Currencv
ln Foreign
currencies Total

Currency
ln Forelgn
curencies Total

596,245,135 't06,601,990 702,547,1 559,998 644,924,984

20't8 2017
----(Rupees in 000)----

15.1 Composition of deposits

- lndividuals

- Government (Federal and Provincial)

- Public Sector Entities

- Banking Companies

- Non-Banking Financial lnstitutions

- Private Sector

347,909,428

45,41G,7G2

46,524,311

528,326

48,450,095

214,018,203

342,1A2,573

32,446,245

28,802,279

'1,994,835

szl aa,tgt,

206,7 52,215

7 644.924,984

'15.2 This includes deposits eligible to be covered under insurance arrangements amounting to Rs 400,654.623 million (2017: Nil)\r
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2018 2017

---.(Rupees in 000)---.-

Call option There is no call option available to the Bank

16.2 Term Finance Certificates - Additional Tier-l - Quoted, Unsecured

.I6 SUBOROINATED DEAT

16.1 Term Finance Certificates V. Quoted, Unsecured

lssue amount
lssue date
[Iatur;ty date
Rating

Security
Ranking

Profit payment frequency
Redemption

Ivlark-up

Lock-in-clause

lssue amount
lssue date
Maturity date
Rating

Security
Ranking

Profit payment frequency
Redemption
lvlark-up

Lock-in-clause

Loss absorbency clause

Rs.5,000,000,000
February 20'13

Febluary 2021
"AAr'(Double A lvlinus) by Pakistan Credit Rating Company Limited
('PACRA).
Unsecured
Subordinated to all other indebtedness of the Bank including
deposits but superior to equity and ADT-'1 instruments.

Payable semi-annually in arrcars.
The instrument will be structured to redeem semi-annually in such a
way that 0.30% of the principal will be redeemed in the first 90
months and remaining principalof 99.70% at maturity in the 96th
monlh
Base Rate + '1.25 percent
Base Rate is delined as the simple average of the ask rate of the six
months KIBOR prevailing on one business day priorto each
redemption date, for the redemption amount payable on the
beginning of each semi-annual period for the markup due at the end
of that period.

Mark-up will only be paid from the Bank's current year's earning and
if the Bank is in compliance of regulatory MCR and CAR
requirements set by SBP from time to time.

Rs.7,000,000,000
March 2018
Perpetual
"AA-" (double A minus) by JCR-VIS Credit Rating Company Limited

Unsecured
Subordinated to all other indebtedness of the Bank including
deposits but superior to equity.

Payable semi-annually in arrears.
Perpetual
For the period at end of which the Bank is in compliance with
Minimum Capital Requirement (MCR) and Capital Adequacy Ratio
(CAR) requirements of SBP, mark-up rate will be Base Rate + 1.50%
with no step up fealure

(Base Rate is defined as the six months KIBOR (Ask side) prevailing
on one (1) business day priorto previous profit payment date

Mark-up will only be paid from the Bank's current year's earning and
if the Bank is in compliance of regulatory MCR and CAR
requirements set by SBP from time to time.

ln conformity with SBP Basel lll Guidelines, the TFCs shall. if
directed by the SBP, be permanently converted into ordinary shares
upon: (i) the CET 1 Trigger Eveni ; (ii) the point of non-viability
Trigger Event; or (iii) failure by the Bank to comply with the Lock-ln
Clause. The SBP will have full discretion in declaring the point of non.
viability Trigger Event.

The Bank may, at its sole discretion, exercise call option any time
after five years from the lssue Date, subject to prior approval of SBp.

4,989,000 4,991,000

7,000,000

I

Call Option

"7t
___t_1p99r99_ __lp9_1,c99_
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.17 DEFERRED TAX LIABILITIES

Deouctible Temporary Diiferences on
- Provision against investments
- Provision against advances
- Provision against off balance sheet obligations
- Provision against other assets
- Provision against lending to financial institutions
- ljarah depreciation taxed
- Unrealised loss on revaluation of HFT investments

Taxable Temporary Differences on
- Surplus on revaluation of fixed assets
- Surplus on revaluation of investments
- Share of prolit from associates
- Accelerated tax depreciation
- Exchange translation reserve

Deductible Temporary Drfferences on

- Provision against investments
- Provision against advances
- Provision against otf balance sheet obligations
- Gain on revaluation of HFT investments
- Provision aqainst other assets

Taxable Temporary Differences on
- Surplus on revaluation of fixed assets
' Surplus on revaluation of investments
. Share of profit from associates
- Accelerated tax depreciation

18 OTHER LIABILITIES

Mark-up/ Return/ lnterest payable in local currency
Mark-up/ Return/ lnterest payable in foreign currency
Unearned commission and income on bills discounted and guarantees
Accrued expenses
Current taxation "
Acceptances
Dividends payable
Mark to market loss on forward foreign exchange contracts
l\ilark to market loss on derivatives
Branch adjustment account
Provision for Compensated absences
Payable against redemption of customer loyalty / reward points

Charity fund balance
Provision against off-balance sheet obligetions
Security deposits against leases, lockers and others
Workefs Welfare Fund
frayable to vendors and suppliers
lndirect I axes Payable

-.- 
o*"o 

a-- L

BANK ALFALAH L!MITED

2018

At January 1, Recognised in Recognised in At December 3l20'18 P&L tuC ocr 2018
--------------(Rupees in 000).-----

(540,579) (129,648) (27,1941 (697,421't

1,329,1A4

e,8a2l
428,s24

1,286,460
156,232

3,983,591 (32,693) (753,380) 3,197,518

3,443,O12 (162,341) (740,574 2,s00,097

2017

At January 1,
2017

Recognised in Rocognisod in At December 3.t
P&L A/C OCt 2017

Rupees in 000)----

(2,978,653) 2,438.O74 (540,579)

5,881,134 104,036 i2 001,579) 3,98s,591

2,902,481 2,2 1'10 2,001,579 3,443 o12

Note 2018 2017

----(Rupcos in 000)---.-

2,108,495
610,511
220,584

4,206,509
926,956

13,319,265

. 84,229
970,502

1,169

498,010
274,076

20
78,4s0

6,808,459
979,662
606,480
563,970

1,389,374
202,7 3A
230,353

3,493,081

10.701.434
60,729

968,982

220,523
393,496
200,433

833
65,463

6,210,1 93
590,621
504,868
326,7 69

548 375 2 105,629

(174,218\
(118,504)

(245,s94)

(2,263t

32,a44
(148,434)

20,621
(5,720)

(16,690)
(12,269t

(27,194]. (168,s68)
(265,938)

(224,9731

15,72ol
(r6,690)
l-14,s321

828,306
1,411,085

288,939
1,455,261

(2,807)

'139,585

(r69,471)

503,685
(1,413,967)

670
156,232

(2,264,329)
(392,066)
(13,078)

38
(309,218)

2,090,111
273,s62

13,078
(2,301)
63,624

(17 4,218)
(118,sO4)

\z,zoc)
(245,594)

840,539
3,399,87s

252,0s3
1,388,669

(18,198)

36,886
85,348

5,965
(1,988,788)

(18,7s6)

828,306
1,411,085

288,939
1,455,261

18 1

33,805,722 27,665, 519
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18.1 Provislon against off-balanc€ sheet obllgations

Opening balance
Exchange adjustment and other adjuslments

Charge for the year
Reversals

17721 (1,338)
Closing balance 78,4s0 65,463

The provision against offbalance sheel obligalions include general provision ol Rs. 66.50 million (2017: Rs. 53.50 million) held in Bangladesh
book as required uoder lhe local regulation and specific provision of Rs. '11.95 million held against defaulted Letter of Guarantees. The Bank is
making eflorts for recovery of the defaulted amount.

t9 SHARE CAPITAL

'19.1 Authorizsd Capital

2018 2017

----(Rupses in 000)----

65,463
13,759

69,708
12,9O7)

33,994
(34.766)

37,875
(39.213)

2018 2017

----(Rupees in 000)----
2018 2017

-----(Number ol shates)-----

_?.99919!199_ j.e99!!9J!9_ ordinary shares or Rs. 10 each

19.2 lssued, subscribsd and paid up Capltal

20't8 20'17

-----(Number of shares)------

23,000,000 _-2!.!99pq9_

2016 2017

----(Rupoes ln 000)---

888,5s0,908 883.165,724
Ordinarv shares
Fully paid'in cash
lssued as bonus shales

E,8E6,509 8,831,657

885 711 966 724,406.250 E,657,120 7 .244,063
1,77 4,362,a7 4 1,607,571,974 17,743,629 16.075.720

:-J!,362 373-. _1807_.57.1_911_ __ll_J$,6n_ _:9,ut129_

During the year the Bank has issued 5,485,184 ordinary shares having face value of Rs. 10/- each to ils employees on exercise of options

vested under the Employees Stock Oplion Scheme (ESOS) (note 39). The paid-up capilal of the Bank betore issuance of shares to employees

was Rs. 16,075,719,740 (divided inlo 1,607,571,974 shares of Rs. 10 each) and after issuance of shares to the employees has increased to
Rs. 16,130,571,580 (divided into 1,613,057,158 shares of Rs. '10 each). Subsequent to lhis, the Bank issued 16'1,305,716 number of shares
as a 100/6 bonus issue. The share capital after such issue increased to Rs. 17,743,628,740 (representing 1,774362374 shares of Rs. 10

each).

19.3 Material non-controlling interests

'19.3.1 Below are details of subsidiaries of the Group that have material non-controlling inlerests

Namo of subsidiary

2017

Alfalah GHP lnvestment
N4anagement Limiled

20t8

59 78% 59 lAa/,

2018 2017
-.----------.---.---.----(Rupees in 000)

2018 2017

98,888 510,778 418,34892,430

Summarised financial information of material non-conkolling inlerests before intragroup elimination is as follows

Alfalah GHP lnvestmont Management Limltod

Staternenl of linancial position
Total assets
Total li3bilities
Equity

Statemenl of comprchensive income
Total income
Total expenses
Net prolit after tax
Other comprehensive income

Statemenl of cash flows
Net cash flows generated from / (used in) operating aclivilies
Net cash flows generaled from investing activilies
Net cash flows du.ing lhe year

2018 2017

----(Rupeos ln 000)----

1,063,569
206,309
857,260

947,545
254,6a7
692,858

472,004
261 240
164.221

181

539,217
302,936
164,739

\6,27 4)

166,401
(186,878)
(20,477)

)

Non Controlling lnterost for th6 year Accumulated non-controlling
lntorosls

Proportion of owne.ship
intsrests and voting rights
held by thE non-controlling

lntgrests

4P

151,112
(153,s39)

(2,427)
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20 SURPLUS(OEF|C|T) O REVALUATTON OF ASSETS

Surplus / (deficit) on revaluation of
- Available for sale securities
- Fixed Assets
- Pakislan Slock Exchange Membership Card
- Non-banking assels acquired in satisfaclion of claims
- Surplus on revaluation of lnvestment held for sale in Afglanislan

Delerred tax on surplus / (deficit) on revaluation of:
- Available for sale securilies
- Fixed Assets
- Non-banking assets acquired in satisfaction of claims
' Surplus on revaluaiion of lnvestment held for sale in Afghanistan

Derivatives

Surplus on revalualion of available for sale securities altributable to non-controlling inleaesl

20.1 Su.plus on revaluatlon otflxed assets

Surplus on revaluation of fixed assels as at January 1

Effecl of change in accounting policy for surplus /
(deficit) on operating fxed assels - note 4.1.2

Surplus on revaluation of fixed assels as at January 1 - restated
Recognised during the year
Realised on disposal during.the year - net of deferred lax
Transferred to unappropriated profitin respect ol incremenlal

depreciation charged during the year - net of defer(ed tax
Related deferred tax liability on incremental

deprecialion charged during the year

Surplus on revaluation of fixed assets as at December 31

BANK ALFALAH LIMITED

Note
Restated

2018 2017

----lRupeos in 000)-----

20.2

8.1

24.1

20.1
20.2

l2,1O2l
8,508,874

159,530
303

3.930,899
5,365.558

1,533
127,925
130.2aa

__J,399312.

5,385,843

45,583
5,431 A26

(15,7 44\

132,37O\

17 754
5,365,558

826,9't 7

15.446
842,363

(5,510)
(17 .7 54\

8,666,60s 9,556,203

il

a

B

w

t
0

0

fl

E

0

0

0

tI

0

Il

(2,943)
1,298,531

30,653
6,t

___J,384n_

s,365,558

1,371,893
819,099

24,654
45,601

1,326,302

48,952

(128)

2,261.247

14,933

(517)

5,36s,5s8
3,193,653

(32,719)

(17.618)

8,508,874

Less: related deferred tax liabilily oni
Revaluation as al Jan,Jary 1

Eflect of change in accounling policy for sulplus /
(deficit) on operating fixed assets - note 4.1.2

Revalualion as at January 1 - Reslated
- revalualion recognised during lhe year
- surplus reaiised on Cisposalduring the year
- incremental depreciation charged during lhe year

819,099

8't9,099
497,050

(17.618)

1,298,53't 819 09S

7,210,343 4,546,459

20.2 Surplus on revaluatlon of non-banking assets acquired in satislaction of clalms

Surplus on revalua|on as at January 1

Recognised dudng the year
Transferred to unappropriated profit in respect of incremental

depreciation charged during the year - nel of deferred tax
Related deferred tax liability on incremenlal

depreciation charged during lhe year
Surplus on revaluation as al Decembe'31

L.ess: related deferred tax liability on:
- revaluation as at January 1

- revaluation recognised during lhe year
- incremental depreciation charged during lhe year

127,925
33,421

(1,180)

(636)

50,890
78,906

\1.427\

(444\

24,654
6,635

(636)

13,623
11.47 5

(444\

159,530 127.925

30,653 24 654

I

,rl t 128,a77 1A3.271
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21 ASSETS HELD FOR SALE

Assets held for sale

Cash and balances with treasury banks
Balances with other banks
Lendings to financial institutions
lnvestments - net
Advances - net
Fixed assets
Other assets

Liabilities directly associated with the assets held for sale

Bills payable
Deposits and other accounts
Deferred tax liabilities
Other liabilities

PROFIT AND LOSS ACCOUNT

Mark-up/Return/lnterest Earned
Mark-up/Return/lnterest Expensed
Net Mark-up/ lnterest lncome

Non mark-up/interest income
Fee and Commission lncome
Foreign Exchange lncome
lncome / (loss) from derivatives
Gain / (Loss) on securities
Other lncome
Total non-markup/interest lncome

Total lncome

Non mark-up/interest expenses
Operating expenses
Other charges
Total non-markup/interest expenses

During 20'17, the Board of Directors of the Holding Company accorded its in-principle approval and authorised the
management of the Bank lo explore the possibility to sell the Afghanistan Operations of the Bank io a potential buyer, subject
to obtaining all regulatory approvats, compliance with applicable taws and regulations in the matter.

During the current year, the Holding Company signed a Business Transfer Agreement with a potenlial buyer for the sale of
the Afghanistan operations and subsequently an application for approval of the transaction wai made lo the DA Afghanisran
Bank (DAB), the Central Bank in Afghanistan. The DAB has raised some queries on the apptication which th; Hotding
Company and the potential buyers are in the process of responding.

Resultantly, all assets and liabilities and income and expenses for the Group's Afghanistan Operations are bejng presented
as separate line items on the balance sheet as Non-Current Assets and Liabilities Held for Sale and profit after tax from
discontinuing operations respectively, rather than as part of actual line items under which they were being reported
historically.

The financial position and results of assets classiried as held for sale are as follows:

STATEMENT OF FINANCIAL POSITION

BANK ALFALAH LIMITED

2018 2017
----(Rupees in 000)----

Note

21 .2.1

218,724
(561,776)

780,500

305,548

433,111
93,292

4,764,9.t8
3,431,895

10,470,354
4,596,955

224,090
9,370

91,897

__l!.9994!r

7,594,852
1,025,996
5,288,982

1'1,592,89s
1,10a,663

1 1 ,9't8
194,418

24,821 ,724

142 973 -
__2913!.999_ __ 4199,099_

4,549
20,2A7,651

223

353,937
1E,929

335,008

188,049
14,653
48,637
(42,586)

8,575
24,491 ,',t78

45,601
213,742

743,588
154,769
588,819

153,492
1A,947

132,593
(14)

208,753 305,018

543,761 893,837

323,774
1,263

458,803
1 ,923

325,037 460,726

Profit Before Provisions
Provisions and write offs - net

Profit before taxation from discontinuing operations

Taxation

Prollt after taxation from discontinuing operalions

339,819
13A,755

I

ta ltl 474,952 201 .064
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21.2.1

22 CONTINGENCIES AND COMMITMENTS

-Guarantees

-Commitments

-Other contingent liabilities

22-1 Guarantees:

Financial guarantees

Performance guarantees

Other guarantees

22.2 Commitments:

Documentary credits and shorl-term trade-related transactions

- Letters of credit

Commitments in respect of:

- forward foreign exchange contracts

- forward government securities transactions

- derivatives

- forward lending

- operating leases

Commitments for acquisition of

- operating flxed assets

- intangible assets

Other commitments

This includes reversal of provision amounting to Rs.443.898 million (USD 3.949 million), previously held against amount
blocked in the Holding Company's Nostro account following settlement of dispute, and release of fund s in favour of the Bank.

BANK ALFALAH LIMITED

Note 2018 2017
----(Rupees in 000)-----

22.1

22.2

22.3.1

22.2.1

22.2.2

22.2.3

508,264,890 423,'106.739

57,086,398

437,956,428

13,222,064

731,536

32,153,833

24,201,029

68,026,02s

228,265,364

76,821,957

12,0s1,091

34,773,260

16,906,848

604,574

507,209

57,086,398 64,176,351

64,176,351

349,143,016

9,787,372

176,943

34,549,521

29,449,887

73,773,817

92,108,750

128,052,456

8,865,756

30,207 ,372

15,791,935

99,373

21 9,605

23,952

22.2 4

22.2.5
437,956,428 349,143,016:

a-_
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22.2.'l Commitrnents in respect of forward foreign exchange contracts

BANK ALFALAH LIMITED

2018 2017

----(Rupees in 000)----

22.2.2 Commitments in respect of forward government securities transactions

Purchase

Sale

Purchase

Sale

Purchase

Sale

Purchase

Sale

140,128,603

88,136,761

39,51A,422

37,303 535

10,650,708

1,400,383

1,400,383

29,428,567

3/14,693

228,265,364 92,108,750

60,285,544

31,823.206

116,034,680

12,O17 .776

8,865,756

76,821,957 128,052,456
22.2.3 Commitments in respect of derivatives

22.2.3.1 lnterest Rate Swaps

10,650,708 8,865,756
22.2-3-2 Fulures

22.2.4 Commitments in respect of forward lending

Undrawn formal standby facilities, credit lines and other commitments to lend

Comrnitments in respect of investments

22.2.4.1 22,62a,329

7,579,O43

34,773,260 30,207,372

22.2.4j lhese represent commitments that are irrevocable because they cannot be withdrawn at the discretion ofthe Bank without
the risk of incurring significant penalty or expense.

22.2.5 Othercommitments

Donations 23,952

22.3 Other contingent liabilities

22.3.1 Claims against the Bank not acknowledged as debts _:l 2n,06!_ ___3L91_,372_

These mainly represents counter claims filed by the borrowers for restricting the Bank from disposal of assets (such as
hypothecated / mortgaged / pledged assets kept as security), damage to reputation and cases filed by Ex.employees of the
Bank for damages sustained by them consequent to the termination from the Bank's employment. 6ased on legal advice
and / or internal assessment, management is confident that the matters will be decided in Bank,s favour and the possibility
of any outcome against the Bank is remote and accordingly no provision has been made in these financial statements.

22.4 Contingency for tax payable

22.4.j There were no tax related contingencies other than as disclosed in note 33.2

a- f
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39 BANK ALFALAH LIMITED
23 DERIVATIVEINSTRUMENTS

Derivatives are a type of financial contract, the value of which is determined by reference to one or more underlying assels or
indices The major categories of such contracts include futures, swaps and options. Derivatives also include structured
financial products that have one or more characteristics of {orwards, futures, swaps and options.

23.1 Product Analysis

Counterparties

Counterparties

With Banks for
Hedging

Total
Hedging

2018
lnterest Rate Swa s Futures

Mark to
No. of Notional market No. of Notional market gain /contracts Principal gain I ioss contracts principal loss

With Banks for
Hedging

With Fls other than banks
Hedging

Total
Hedging

22 10,650,708 88,487

Rupees in 000)----

88 1,400,383 (21,4321

22 t0 650 708 88,487 88

20't7

1,400 3 21 ,432

lnterest Rate Swa s

No. of Notional

Futures
to Notional

Principal

Mark to
market gain /

loss

No. of
market galn

contGcts Ptincipal / loss contracts

23.2 Maturity Analysis

Remaining Maturity No. of

Contracts

Notional

Principal
Upto 1 month

1 to 3 months 88 1,400,383
3 to 6 months 6 3,540,979
6 month lo '1 Year 4 1,624,684
1 to 2 Year 2 1,388,619
2 to 3 Years

3 to 5 Years
4 1,596,912

1,110,895
5 to 10 years 4 1,388,619

0Above '10 Years

Total

Rupees in 000

8,865,756 13.241

23 8,865,756

2018

-------------(Rupees in 000)---------------

Mark to Market

NetNegative Positive

21,432 (21,4321

16,65'l 16,651
13,82'l 13,421
.t7,286 17,246
20,548 20,548
12,432 12,432
7,749 7,749

_J9____141{91_ 21,432 88,487 67,055

2017

Rupees ln 000)-----

Mark to Market
Net

Neqative Positive

5,158 17,166 11 ,998
1,033 5,689 4,656

9,856 9,866
13,27 5 929 112,346)

23 8,865,756

Remaining Maturity No. of

Contracts

Notional

Principal
U o 1 month
1 to 3 months
3 to 5 months
6 month to 1 Year
1 to 2 Year 11 4,504,277

2 1,104,172
3 to 5 Years 6 2,153,135
5 to '10 rs 4 1,104.172
Above '10 Years

2 to 3 Years

Total

23.3 Risk management related to derivatives is discussed in nole 47.7 1t-
19,476 33,650 14,174
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Noto 2018 2t17
----(Rup6os in 000)-----24 M,ARK-UP/RETURN/INTERESTEARNED

On
a)
b)
c)
d)
e)

On
a)
b)
c)
d)
e)
f)

Loans snd edvances
lnvestmenls
Lendlngs to linancial institulions
Balances with banks / financial institutions
On securities purchased under resale agreements 1.697 ,583

_____!934932_

28,27 4.015
25.297,579
2,064,996

52,039
494,747

_____!ilEnz9_

37,196,513
19,005,495

1,332,729
91,202

I
u

E

B

t
I
I

25 MARK.UP/RETURN/INTERESTEXPENSED

Deposits
Borrowings
Securities sold under repurchase agreemenls
Sub ordinated debt and ADT-1 instrument
Cosl offoreign currency swaps againsl loreign currency deposits / borrowings
Reward poinls

26 FEE & COMMISSION INCOME

Branch banking customer fees
Consumer finance related fees
Card relaled fees (debit and credil cards)
Credit related fees
lnvestmenl banking fees
Commission on trade
Commission on guarantees
Commission on cash management
Commission on remittances including home remittances
Commission on bancassurance
Card acquiring business
Weallh Management Fee
Commission on EOBI
Commission oo BISP
Alternate delivery channels (ADC)
Brokerage/Commission income
Management fee
Others

27 GA|N / (LOSS) ON SECURTTTES

Realised
Unrealised - held for trading

27.1 Realised gain/(loss) on:

19,694,356
1,308,422
4,355,705

989,221
1,282,525

102,555

't 5,815,168
1,034,967
8,802,388

626,498
852,503

68,390
27,732,7a5 27.199.914

1,462,606
224,228
848,'t04
r48,340
210,029

1,242,6A1
370,779
20,948

165,4't9
394,93't
296,297

7,633
'114,130

282,920
330,650
122,9.t8
424,992
128,350

6 955 ______q91E9z!_

27.1
8.1

1,0s5,846
(43,511)

861,776
(7,351)

992,335 854.425

1,335,56S
190,589
907,652
217,400
313,592

'1,037,828

372,561
23,330
77,770

331,316
s6,497
83,561
99,435

384,736
286,517
126.286
500,394

98 045

Federal Government Securities
Shares
Non Governmenl Debt Securities
Foreign Securities

1,243,684

1241,675)
2,811

3t
____i qgg,g1g_

637,871

232,780
(9,876)

1,001

861,776

2A OTHER INCOME

Gain on sale of flxed assels-net
Gain on sale of non banking assets - net
lncome from short sell of securities
Profit from sale of leased assets
Others

137,915
24,775

11,584
4,348

29,783
38,93231,204

249

I

I

*1t

12.1.2

194,143 84.647
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29 OPERATING EXPENSES

Total compensation expEnsg

Property expens6
Rent and taxes
lnsurance
utilities cosl
Security (including guards)
Repair and.qaintenance (inctuding janitorial charges)
0epreciation
Olhers

lnformation tochnology expenses
Soflware maintenance
Hardware maintenance
Depreciation .

Amo.tisation
Network charges
Others

Othcr operating sxpenses
Directors' fees and allowances
Fees and allowances to Shariah Board
Legal and professional charges
Outsourced services costs
Travelling and conveyance
NIFT clearing cha.ges
Depreciation
Training and development
Postage and courier charges
Communication
Stationery and printing
Marketing, advertisement and publicity
Donations
Audilors Remuneration
Brokerage and Commission
Entealainment
Repairs and mainlenance
lnsurance
Cash Handling Charges
CNIC Verification
Others

29.1 Total compensation sxnense

Fees and Allowances etc
Managerial Remuneration
i) Fixed
ii) Variable

ofwhichi
a) Cash Bonus / Awards etc.
b) Bonus and Awards in Shares elc.

Charge for dellned benelll plan

Contribution to defined contribution plan
l,4edical
Conveyance
Staff compensated absences
Others
Su b-total
Sign-on Bonus
Severance Allowance
Grand Total

Note 2018 2017
----(Rupoes in 000)----

29.1 9,873,205 10,246,130

2,078,144

889,'t73
599,96,t
778,795
460,809

2.044.081

899,329
636,976
538,435
459,340

876,760
200,168
388,436
489,716
329,082

662,726
227,341
43'1,541
447.802
389,332

4,806,882 4,578,'t 61

2,284,162 2,158,7 42

37.1

't53,981

6,990
308,075

1,278,434
s33,403

71,180
883,917

61,194
238,107
290,174
460,907
614,565

36,s94
40,601

141,008
207,542
296,4'lf
866,630
369,228

92,465
457,333

'126,018

6,720
1,213,176
1,302,518

453,633
80,423

935,610
159,473
176,327
219,918
443,214
724,087

9,948
32,122

166,306
181,569
355,103
620,269
413,743
91,077

300,263

29.4

38.1.8
39

7,408,745 8,01 1 ,517

72 994 _-__2491q!9_

29.1.1

7,829,579

1,202,259
't3,036

't85,753

324,410
12,996

1B',1,747

104,514

143,'1321

7 585,80s

1,171,339
26,693

250,153
320,476

9,934
177,008

(8,148)

9,758
9,811,162

37,850
24,193

s,543,018
8,638

694 471

r

o.^t l-y'tt
29.1.2

_____9,92!l9i_ _-t_q31q]-{_
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29.1.'l The Holding Company operates a short term employee benefit scheme which includes cash awards/ performance bonus for all
eligible employees. Under this scheme, the bonus for all execulives, including the CEO is determined on the basis of
employees' evaluation and Holding Company's performance during the year. The aggregate amount delermined for the eligible
employees in respecl ol the above scheme relating to the Key Management Personnel of the Holding Company and for Other
Executives amounted to Rs.239.49 million (2017: Rs.260.190 million) and Rs.482.278 million (2017; Rs. 369.285 mit|ion)

29.1.2 lhis includes exgratia payrnent made to the outgoing CEO of the Holding Company in 2017.

29.2 Total cost for the year included in Othbr Operaling Expenses relating to oulsourced activities is Rs 636.858 million (2017: Rs
653.673 million) perlaining to lhe payment lo companies ancorporated in Pakislan. This includes payments other than
oulsourced services costs, which are disclosed above

29.3 Donations Note 201A 2017

---{Rupees in 000).--.

Child Aid Association
Family Educational Services Foundation
IBA Karachi
Manabik Shahajya Sangstha
Supreme Court Diamer Bhasha And Mohmand Dam Fund

Aman Foundation
Karachi Lions Pediatic Nephrology Project (NICH)

Shabab Murshid Development Foundation - Bangladesh
I he Aga Khan University Hosp al l\,tedical College Foundalion

Audit fec
Fee for other statutory certiications
Fee fcr audit offoreign branches
Special certilications and sundry advisory servi.ces
Oul-of-pocket expenses

Penalties imposed by State Bank of Pakistan

PROVISIONS & WRITE OFFS - NET

Provisions against lending to llnancial institutions
Provisions for diminution in value of investmenls
Provisions against loans & advances
Provision against other assets
Provision against off-balance sheet obligations
Recovery of written off/ charged off bad debts

TAXATION

Current
Prior years
Deferred

545,334 (616.495)

7,287,56,1
(238,141)

4,999,426

{1,883,206)
2,542,110162 341

1,700
3,250

22,000
994

8,6s0
6,300
1,000

648
2 000

___-____-t!,!91_ ________-g.91!_

29.3.1 None of the Oirectors, Sponsor shareholders, Key managemenl personnel or their spouses have any direct interest in the
Donees

29.4 Auditors'remuneration

15,335
6,588
7,969
8,536
2,173

13,472

6,372
7,966
2,297

40,601

30 WORKERS WELFARE FUND

Through Finance Acl 2008, the Federal Government introduced amendments to the Wo.kers'Welfar€ Fund (\ /WF) Ordinance,
1971 whereby the defnition of induslrial establishment was extended. The amendments were challenged and conflicting
judgments were rendered by various cou.ts. Appeals against lhese orders were filed in the Supreme Court.

The Supreme Coud of Pakistan vide its order dated November 10, 201q held that the amendments made in the ,aw introduced
by the Federal Government for the levy of Workers Welfare Fund were not la!,",fu|. The Federal Boa.d of Revenue liled review
petitions againsl the above judgment These petitions are cunently pending with the Supreme Court of Pakistan.

A iegal advice was oblained by the Pakistan Banking Association which highlights that consequenl to Iiling of these review
petitions, a risk has arisen and the judgment is not conclusive until the review petition is decided. Accordingly, the amount
charged for Workers Welfare Fund since 2008 has not been reversed

31 OTHER CHARGES

16,3i14
(12,307)
378,72,1

4',t1,344

17721
(247,996)

2 015

95,595
(445,186)

(37,788)
(1,338)

Q27.778)

6,430 ______u127_
32

33

8.3.1

12.4
18.1

P'lk 6,887,079 __-_qf!9!3!_
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(10,515)
42,844

110,039
517,925

33.1

33.2 a)

b)

34

35

35.1

36

Relationship between tax expens€ and accounting profit

Accounting Profil before laxation

Tax ailhe applicable rate of35% (2017: 35%)

Effect of:

, income tax chargeable to tax at diflerent rates
- Permanentdifierences
- tax charge pertaining lo overseas branches
- adjustment of prior years
- Super lax
- others

Tax expense for lhe year

2UA 20,t7

----(Rupees in 000F---

17,403.402 14 071 070

6,091,191 4.924,875

't4,206
7,010

33,512
1,666

737,015
2,479 73 162

6.887.079 5.658.330

The income lax assessments of the Bank have been finatized upto and including tax year 20'18. Matters of disagreement
exist between the Bank and lax authorities for various assessment years and are pending with the Commissione. of
lnland Revenue (Appeals), Appellale Tribunal lnland Revenue (AT|R), High court of sindh and supreme court of
Pakistan. These issues mainly relate lo addilion of mark up in suspense to income, taxability of proflt on government
securities, bad debts written off and disallowances relaling to prollt and loss expenses.

ln respect of tax years 200a,2014,2017 and 2018, the tax authorities have raised certain issues including default in
payment of VVWF, allocation of expenses to dividend and capital gains, dividend income lrom mutua, funds not being
taken under income from business, disallowance of Leasehold improvements and provision againsl other assels
resulting in additional demand of Rs.789.862 million (December 31, 2017 : Rs.1,033.5r9 milion). As a result of appeal
filed before Commissioner Appeals agdinsl these issues, relief has been provided for tax amount of Rs.116.35'l million
appeal effect orders arc pending. Bank has filed appeals on these issues which are pending before Commissioner
Appeals. The management is conlident that these mallers will be decided in favour of the Bank and consequen y has
not made any provision in respect ofthese amount's.

The Bank has received an order trom a provincial lax authority wherein tax authority has disallowed certain exemptions
of sales tax on banking services and demanded sales tax and penalty amounting to Rs.77.592 million (December 31,
2017 : Rs.77.592 million) (excluding default surcharge) for the period from July 2011 lo June 2014. Bank,s appeal
against this older is currenlly pending before Commissioner Appeals. The Bank has nol made any provision against this
order and lhe management is of the view thal lhe matterwill be settled in Bank's favour through appellale process.

Restated
2018 2017

----(Rupees in 000)--.-

____!.99!32!_ _-____qol-3,9!!

----(Numb6r of shares in'000)---*
,t,773,672 1.766,588

Rupoes

6.20 4.88

BASIC IARNINGS PER SHARE

Profil for the year

Weighted average number of ordinary shares

Basic earnings per share

DILUTED EARNINGS PER SHARE

Profit for the year

Weighted average number of ordinary shares (adjusted
for the effects of alldilutive potential ordinary shares)

Diluled earnings per share

Reconciliation of basic and diluted garninq per share

Weighted average number of ordinary shares
Plus: Employee stock option scheme
Dilutive potential ordinary shares

CASH AND CASH EOUIVALENTS

Cash and Balance with Treasury Banks
Balance wilh other banks
Call nroney lendings
Overdrawn nostro accounts

----(Rupses in 000)---.
10.991,27i 8.613.804

-.--(Number of shares in '000)----

' 1,775,732 1.772j96

Rupees

6.19 4.86

----(Nurhber of shares ih '000)----

1,?73,672
2,060

1,766.588

5,608
1,775,732 1.772.196

Note 2O,tB 20,t7
--------(Rupess in 000)-------------.

5

6
7
14

82,407,736
3,911,554

15,166,288

70,381,480
3,993,054

20,255,936
(970,114)(947.54 7l

Plf- __l9q!9&1_ 93,660,356
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2014 2017
STAFF STRENGTH

Permanent
On Bank contract
Bank's own staff strength at the end of the year

Valuation Discount rate (p.a)
Salary increase rate (p.a) - Short term (3 years)
Salary increase rate (p.a)- Long term
Expected rate gf return on plan assets (p.a)

Normal retirement age
Duration

Present value of obligations
Fair value of plan assets
(Receivable)/ p€yablq

-(Number of emPloyees)------
Domestic Overseas Total Domeatic Overseas

8,390 19E 8,588 7,674 195
29 82 111 66 85

Total

7,869
151

699 740 280 8,020

ln addition to the above, 2,'106 (2017i 3,776) employees ol outsourcing services companies were assigned to the Bank as at the end of
the year to perform services other than guarding and janitorial services.

DEFINED BENEFIT PLAN

Holding Company

General description

The Bank operates an approved funded gratuity scheme which cover all regular permanent employees. The liability of the Bank in
respect of the plan is determined based on actuarial valuation carried out using the Projected Unit Credit Method. Actuariat valuation of
the defined benefit plan is carried out every year and the latest valuation was carried out as at December 31, 201g. The significant
assumptions are detailed below

Number of Employees under the scheme

The number of employees covered under the following defrned benefil plan are:

2018 2017

------{Number).-----.
- Gratuity fund ________!J!r ______Zlgg_
Principal actuarial asEumptions

The disclosures made below are based on the information included in the actuarial valuation report of the Bank as of December,31,
2018

20'18 2017
-----(Per annum).------

Withdrawal rates Moderate High

Mortality rates SLIC Adjusted SLIC
2001 - 2005 2AU - 2005

13.25% 9.50%
8.25% 5.750/0
't1.250/o 9.00%
13.250/0 9.500/0

60 Years 60 Years
09 Years 6 months 10 Years

38.1.4 Reconciliation of (receivable from) / payable to defined benefit plans

Note 2018 2017
---.(Rupees in 000)----

1,474,598 1 ,657 ,387
(2,398,231) (2,386,933)

(923,633) t729.546)
38.1.5 Movement in defined benelit obligations

Obligations at the beginning of the year
Current seNice cost
lnteaest cosl
Benefits paid by the Bank
Re-measurement loss / (gain)
Obligations at the end bf the year

Movement in tai/ value of plan assets

Fair value al the beginning of the year
lnteresl income on plan assets
Contribution by the Bank - net
Benefits paid

Re-rneasurementst Net return on plan ;ssets
over interest income gain / (loss)

Fair value at the end of the year

_____!?4Igg_ 1,657 .387

I 1S 2ao 7

37.1

38

38.1

38.1.1

38.1.2

38-,t.3

38.'1.6

1,6s7,387
270,272
149,967

(304,841)

1,920,065
306,923
167,766

(304,133)
(433.234)(298 ,187)

2,386,933

234,486
185,753

(304,841)

2.269,382
224,536
250,153

(304,133)

(104 ,100) (53,005)
2.398.231

:.=--j_-:...:
2,386,933

38.1.6

1r
38.1 .8.2
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Movement in (receivablc) / payable
under defined benefit plan

Opening balance
Charge / (reversal) for the year
Contribution by the Bank - net
Re-measurement loss / (gain) recognised in OCI

during the year
Benefits paid by the Bank
Closing balance

Charge for defined benefit plans

Cost recognised in profit and loss

Current seruice cost
Net interest on defined benefit asset / iiability

Re-meaaurements recognised in OCI during the year

Loos / (gain)on obligation
- Demographrcassumptions
- Financialassumptions
- Experienceadjustment
Return on plan assets over interest income
Total re-measurements recognised in OCI

Components of plan assets

Cash and cash equivalents - net
Government Securilies
Ordinary shares/TFCs
Units of mutualfunds

Particulars

1% increase in discount rate
1% decrease ir discolrnt rate
'1 % increase in expected rate of salary increase
'1 % decrease in expected rate of salary increase
'10% increase in withdrawal rate
10% decrease in withdrawal rate
1 year Mortality age set back
1 year Mortality age set foMard

Expected contributions to be paid to the lunds in the next financial year

Expected charge / (reversal) for the next financialyear

Maturity profile

The undiscounled expected payrnents maturity is tabulated below:

Particulars

BANK ALFALAH LIMITED

2018 2017
--'.-{Rupees in 000)----

(729,s46) (349,317)
185,753 250.153
(18s,7s3) (250,1s3)

(rs4,087) (380,22e)

(923,633t __-_!n.546)

Note

38.'1.8.2

tl

I
u

m

B

I
I
0

38.1.8

38.1.8.1

38.1.'t1

38.1.12

38.'t.13

s06.923
56,

t85,753 250.153

(9s2)
(310,891)

13,696
(149,7 52)
(283,482)

53,005104 100
(194,087) (380.229)

372,963

270,272
(84,519)

38.1.8.2

38-1.9

375,000
50 268

258,914
659,789

1,172,369
295,86'1

2,386 933
38.'1.10 Sensitivityanalysis

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions constant and calculating the impact
on the present value of the defined benefit obligations under the various employee benefit schemes. The increase / (decrease) in the
present value of defined benefit obligations as a result of change in each assumption should be summarised is summarized as below:

2018

g

n

PV of Defined
Benefit Change

Obligation
---(Rupees in 000)----

1,332,323 142,275
r,612,38s 1137,7871
1,622,818 (148,220!.
1,321,666 152.932
r,468,848 5,750
1 ,454,266 20 ,332
1,460,734 13,864
'1,462,760 .t 1,838

I
I
tI

ll

2014
(Rupees, in

'000)

----l9q43
106,243

Undiscounted
Payments

(Rs. in '000)

148,556
108,648
115,755
I O5,011
121 ,440
746,583

7,610,572r 

-._

il

Year 1

Yeat 2
Year 3
Yeat A
Year 5
Year 6 to Year 10
Year 11 and above

ult
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38.2.4

38.2.5

I

i-]

nlt

ll

38.1.14

38.t.t 5
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Funding Policy

The bank's policy for funding the staff retirement benefit schemes, is given in note 4.t O (a)

Risks Associated with Delined Benefit plans

Asset Volatility
The risk arises due to the inclusion oI the risky assets in the pension/gratuity fund portfolio, inftation and interest rate volatitity

Changes in Bond yields
The risk arises when bond yield is lower than the expected return on the plan assets (duration based plB discount rate)

lnflation Risks
The risk arises if pension/gratuity benefits are tinked to inftation and the inflation is higher or higher than expected, which results in
higher liabilities

Life expectancy / Withdrawal Risk:
The risk of actual withdrawals varyjng with the actuarial assumptions can impose a risk to the benefit obligation. The movement of the
liability can go either way.

Longevity Risks:
The risk arises when the actual lifetime of retirees is longer than expectation. This risk is measured at the plan level over the entire
retiree population.

Salary lncrease Risk: .
The most common type of retirement benefit is one where the benefit is linked with finat salary. The risk arises when the actual
increases are higher than expectation and impacts the liability accordingly.

3A.2 Altalah Securities (Pvt) ltd

BANK ALFALAH LIMTTED

31 Dqcember 31 December

201A 2017
-------(Per annum)-------

The Company operates an unfunded gratuity scheme for all its employees who have completed the qualifying period as defined in the
scheme. The Company has carried out an actuarial valuation on 3'1 December 2018 using erojectea U nit breait Method and results of
the valuatron are as given below:

38,2,1 Actuarialassumptions

The principal actuarial assumptions used are as follows

Financial assumptions

Valuation discount rate

Salary increase rate

De mog ra ph ic as su m ption s

Mortality rates (for death in service)

Rates of employee turnover

34,2.2 Amount recognised in the balance sheet

Defined benefil obligation

Fair value of plan assets

Net liability

38 2'3 Reconciliation of payable to detined benefit plan

Opening net liability

Charge for the year

Other comprehensive income

Benefits paid during the period / year

Closing net liability

13.75%

13.7s%

9.50%

9.50%

Note

Ndte

sLlc 200t.05

Moderate High

3l December 31 December

2018 2017

----(Rupees in 000)-----
22,636 12,487

22,636 12,487

31 December 31 December

2018 2017

-----(Rupees in 000)-:-.---

12,487

6,762

3,387

22,636 12,487

4,985

4,254
(750)
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31 December 31 December

201A 2017

----(Rupees in 000)----3A.2,4 Charge for the defined benefit plan

Current service cosl

Net interest
5,576

1,186

4,641

344

6,762 4,985

38.2.5 Actuarial gain / (loss) on obligation

Unrecognized actuarial (loss) / gain as at 1 January

Actuarial loss on obligations - recognized in OCI

Unrecognized actuarial loss at 31 December

38.2.6 Sensitivity analysis on significant actuarial

assumptions: actuarial liability

Discount rate +1%

Oiscount rate -'1%

Salary increases +1%

Salary increases -1%

3A.2.7 Weighted average duration of the present value of

defined benefit obligation

28.2.8 Maturity profile oI the defined benefit obligation

Distribution of timing of benefit payments (time in years)

{.4,4731

(3,387)

(219)

(4,254)

(7,860) (4.473)

20,224

25,5't2

25,5S7

20,1,t6

1,150

1,350

1,400

1,212

Year'1

Year 2

Year 3

Year 4

Year 5

Year 6 to Year 10

Year 1'1 and above

31 DecembEr 3'1 December

2018 2017

----(Years)----

'fl.68 10. o'1

31 December 31 December

2018 2017

----(Rupees in 000)----

,l ,369 ,l,251

1,444 281

1,096 1,302

1,212 876

1,204 a21

15,038 3,803

218,556 36,095

38.2.r0

38.2.S The expected gratuity expense for the next one year works out to be Rs. .10.680 
million

Risks associated with defined benefit plans

(a) lnvestment risks

The risk arises when the actual performance of the investments is lower than expectation and thus creating a shortfail in the
fundrng objectives eIf,
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(b) Longevity risks

The risk arises when the actual lifetime of retirees is longer than expectation. This risk is measured at ,the plan level over the
plan levelover the entire retrree population.

(c) Salary increase risk

The most common type of relirement benefit is one where the benefit is linked with final salary. The risk arises when the actual
increases are higher than expectation and impacts the liability accordingly.

(d) Withdrawal risk

The risk of actual withdrawals varying with the actuarial assumptions can impose a risk to the benefit obligation. The movement
of the liability can go erlher way.

39 DEFINED CONTRIBUTION PLAN

39.1 Holding Company

The Holding Company operates an approved provident fund scheme for all its permanent employees to which both
Company and employees contribute @ 833% of basic salary in equat monthly conkibutions.

During the year, the Hold ing Company contributed Rs. 309.37'1 million (2017: Rs. 307.135 million) in respect of this fund.

39.2 Alfalah GHP lnvestment Management Limited

the Hoiding

40

The subsidiary - Alfalah GHP lnvestment Management Limited operates an approved funded contributory provident fund for all its
permanent employees to which equal monthly contributions are made both by the Company and the employees at the rate of 1oyo of
basic salary.

During the year, the subsidiary company contributed Rs. 5.534 million (2017: Rs. 4.603 miltion) in respect of this fund

EMPLOYEES STOCK OPTION SCHEME

The Holding Company has granted share options to cerlain cntical employees, (the 'employees") under the Employee Stock Options
Scheme (ESOS) as approved by the shareholders and Securities and Exchange Commission of Pakistan (SECP) vide its lettet no.
SMD/CIWESOS/02/2013 dated Decemher 27, 2013.

Under the Scheme, the Holding Company has granted optaons to these employees (as selected by the Board Compensation
Committee, specifically formulated as required under the Public Companies (Employees Stock Option Scheme) Rules, 2OO1) to
subscribe for fresh ordinary shares of th'e Bank (berng issuance of further capital without issue of rights) in the yeais 2014,2O15 and
2015. No fresh grants were made alter the year 2016. However, due to a bonus issue of 1O% in October 2018, all employees having
exercisable options outstanding were entitled to additional Shares worked out in accordance with the provisions of the scheme. The
revised option entitlement and the revised option price have been disctosed below.

Under the scheme, the options entitle the selected employees to purchase shares al 40% discount (the Option Discount), of the market
price prevailing at the date of the grant. As per the Scheme, the entitlements and exercise price are subject to ad]ustments because of
issue of right shares and bonus shares. The options carry oeither right to dividends nor voting rights till shares are issued to employees
on exercise of options.

Details of share options granted under the scheme together with the status as at December 31. 2018 are as foltows

G.anted in
the

yeat 2016
Granted in the Granted in the

year 20'15 year 2014
-----(rn'000)..---------

Option issued

Option no longer in issue
Options vested
Options exercised
Options available for exercise
Exerclse price per share
Adjusted exercise per share for finai kanche of year 2016
Option discounl per share

1 1,331
1,732

N/A
N/A

13,737
4,199
3,113
3,058
2,405
14.95
13.59

9.96

12,614
3,294
2.407
2,428

IJ

I
t

I

nr
RS

Rs

RS

N/A
15.15

10.10
N/A

10.88
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41 COMPENSATION OF DIRECTORS AND EXECUTIVES

Chief Executive Directors Executives
2014 20't7 2018 2017 20.t8 2017

----(Rupees in'000)---------
153,98,t 126,018Fee

Managerial remuneration

Post employment benelits
Rent and house maintenance

Utilities

99,467

5,887

'107,186

7,676
2,075,968

97,O02

530,401

'127,083

3,415,580

382,642

1,007,964

255,9353,533 4,607

't 08 887 119.469 153 981 126 018 2 830,454 5,062 12',1

Number of persons 12965792,003

41.1 The Chie, Executive and certain Executives have been provided with the free use of cars and household equipment as per
Holding Company's policy. - '

41.2 All executives, including the CEO are entitled to certain short term employee benefits which are disciosed in note 29.1.1 to
these financial slalements. ln addition, the Holding Company also granted share options to certain key employees of the
Holding company in the year 2014.2015 and 2016, which shall vest till the yeat 2o1g - reier note 40 and Annexure on
Employee Stock Oplion Scheme.

41.3 The count for Executives has been reduced from 2,003 in 2017 to 579 in 2O18 due to a change in definition of the Executives.
Earlier, any employee having an annual basic salary of Rs. 0.5 million or above was delined as an Executive. This threshold
has now been increased to Rs. 'l.2 million.

42 FAIR VALUE MEASUREMENTS

The fair value of quoted securities other than those classifled as held to maturity, is based on quoted market price. euoted
securities classilied as held to maturity are carried at cost. The fair value of unquoted-equity securities, other than
investments in associates and subsidiaries, is determined on the basis of the break-up value of these investments as per
their latest available audited financial statements. The fair value of unquoted debt securities, fixed term loans, other assets,
other liabilities, Ilxed term deposits and borrowings cannot be calculated with sufficienl reliability due to the absence of a
current and active market for these assets and liabilities and reliable data regarding market rates for similar instruments.

ln the opinion of the management, the fair value of the remaining llnancial assets and liabilities are not significanfly different
from their carrying values since these are either short-term in nature or, in the case of customer loans and deposits, are
frequently repriced.

42.1 Fair value offinancial assets

The Group measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in
making the measurements:

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for idenlical assets or liabilities.

Level 2: Fair value measurements using inputs other than quoted prices included within Level I that are observable for the
assets or liability, either direcuy (i.e. as prices) or indirec y (i.e. derived from prices).

Level 3: Fair value measurements using input for the asset or liability that are nol based on observable market data (i.e.
unobservable inpurs). 

)1 ki{

)
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n l1i]""-11!'l:1 "l:'f:s lrnancial instrumenls measLrred at rhe end or rhe repoding penod by rhe rever rn rhc rair varue hierarchy rnro which the rair varueI I 

measuremenlrs calegorised

On balance5hcarttnanctat tnsrruments

Fin.ncialalsets - moasured .r tair vatuo

Fed€lal Govemmenl Securil€s

Non Govemment Oebt Securiries

Ot 'balance 3hsettin.ncial tnstruments - me.surod ar fairvaue
Fonvard purchase ol loreign exchange
F oMard sale of foreign exchange

FoMard purchase qovernment sec!ntes lransacuohs
FoMard sale govemmenl securties rransacrions

Ocrvalives pu.chases

on balance 3heatfinanciat instruments

Financial $sets,rneasured atrairvatu€

Federal Govemment Securities
Stiares
Non Govemmenl Debl Secu.iries

Olhers

oar-barence 6hoetfinanct.l instrumenrs - measured al tairvatue
Fo&ard purcnase or roreign exchange
FoMard sale ol foreign €xchange

Fotuard agreements ior Iending
t oMard agreemenrs for bo.rowing

Dcnvalives purchases

2014

-..-------"---lRopees in,0o0)-.._...._______. _.

205,872,8€3
8,228,557

205,872,883
8,2?8,553
8,197,774

10,540,323

E,491,774
10,540,323

4,519,604
(970,502)

4,519,604
(970,502)

68,221
(1,169)

68,224

{1,169)

2017
Level I

Rup€es ln'00

333.782.146
6.194,539

333,782,146

6194,539
5,824,554
9.208,419

5,824 558
9.208,419

1,978.336
(908,982)

1,978,336
(968,982)

42.2

123

la)

(b)

(c)

cedain categoies of rired assets (land and buildings) and non banking assets acqutred in salisraciion of claims are carried ai.evalued amounls (r€ver 3 measuremenr)dele'mined bv pmressional valuels based on lheir assessmenl ot lhe markel values as disctosed in noles 10 and 12. The vatuarions 
"r" "o"or"[o-ov 

,n" ,",r"rrn .rp"n.appointcd oy the Eotdiog Companywhoh are atso on rhe panetof Srare aank of pakisran

The Group's policy as lo recognize transfers into and oul of lhe difterent fair vaiue hierarchy levets at the date the event or change in crrcumstances thatcaused lhe transler occurred. There were no lransfers belween levels 1 and 2 during the curenl penod

Valuation techniques used in determinalion ot fair values:

Financial instruments in level I

Financral rnskuments incruded in rever 1 comprise of invesrmenis in ordinary shares oi risted companies.

Flnancial instruments in levgl 2

Financial instrumenls included in level 2 comprse of lllarket Treasury Bi s, pakistan lnvestment Bonds, Gop sukuks, overseas covernment sukuks,overseas and Euro Bonds. Term Finance cprtflcates. and other than G;vernment suk;ks, forwaid foreign exchang" 
"onii"J., 

-" 
no_int","a, ,r," 

"*"o..Financial instruments in level3

Currently, no financial instruments are classitied in level 3

The fair value of unquoted debt securities. fixed term toans, other assets, other liab ities, frxed term deposrls and borrowngs cannot be catcutated withsufficienl reliabiliiv c'ue lo the absence ot a current and acrive market for these asseb;nd iabrrrtres *o ,uri"or" ait, Lg";;ni*oart<et rates ror simitar

Debt Securit ies (TFCs)and SLrkuk

11.174 14,'174

The fair value of Overseas Governmenl Suku ks, and Overseas Eonds are valued on lhebasis of prce available on BJoombe rq

I

Item
nd in usedValuatlon 6

The valuation has been
State Bank of pakislan.

determined by interpolating the FX revaluation rales announced by
oMard fore gn exchange contracts

lnleresl rate swaps The fair value of inleresl rale
through Bloomberg

swaps and fulures is determined lsing prices and curves
IV Trket rea B B akisury s(MT Bond IB
a nd GoP sukuks G s

faThe it VA lu MT B dan B rea d usl K rates ISG are d sK S loatr le Bss are revalued KF Rs ratesOverse as Governmenl Sukuks Overseas and Euro Bonds

slment D s duku ebt urities pfl fitermI ance rtifce bles. sondd a ol eny rssued arity c0 nby o a bodpa v rale ecorpo of5epu tsratp gund tns form of redeema cble la a vaap lued thon basi the rates a noun byth [Iul a unds otation ak istan (t\ru an corda mlhe oloelhod vsribpresc th curitiesby and Excha c rssm niong of akrs tanOrd inary shares ,listed
faThe of vestme rn d uritiesseceq itv are va lued bas s c os Ioled ark e!q avace lapt able the Pakislan locks Exch 9e

tisfact
operati a,ixedq anels d n ba nki elss uiredacq

cla m
The UA on rls Lrsedexpe m barket ased ioapproac a l e that a hofanI T eprope(res arkel proachap duse aprices d rele nt infor tionted9enera ma rkel ranby aclio td cals com rablepa o stm la spropertieThe vae ale a ledd) to thereflect renl d tion the es ThPerupro ctetfe ofha n thges U ob ervab e uts used nnp th ua ons benot eled hmined wilcerlai accotdty a ang laq re havity bee ted thpresfina ai laiements.

oiher than Government

v1P
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SECI''ENT INFORMAIION

scgm.nr o4rrt whh..p.ctro Bustn... a.rtulri..

lntersegme rcv€^ue. n6l
Non m3A-up / rcllm /i^t€EEl incom. (r6,4,375)

t2,5a1l 2,256 n,011,1r3)

16,r35,3s2 t,305,526

l.t.r EoOm.nl orpenre aIo..lron

Pbrd b eloro t.x - .odi.o.d opo.Etr o n !
Prcrir bclo6 t.x- dilconl'nu.d opehiio.s

7,97r,05d 2a,775,a1a

261,171

Lendin95 ro rinanci.l innilutions

Advancos - nospenom ng

2,623,3a1

262.226 132,733
1,11.1

s14,295,092 2s9.553,!ao

O€ports & olh.r.c.ounk
Ner inrer !egm..n bo@inq

r0,a60it14 22,69A,1d1

4,19r,343 27,670.192

Co.iinoenci.s a Commhm.nrr

rnle. s€9med @v.nu. . i.l
Non mr.k up r 6lum / rnt€..3r i.ome

0s3)

215 321 tl,452)17 793 6,15 !.560.699 5.260536 7.729.155
(31 195) 3a,7a5.519

550,115 522.6r0

Polt bero@ lat, conrinu€d operatons
P rc tu be roG tar - dk cominu.d op.r.r6h3

16,153126 1470229 4514339 1 1S2100 1,033233

3169,052 25,290.97,t

(129776t 25,290 974

Nel nrer 3o!m.nl r6.di.9
Lend'n9s to nnanc.t 

^rjlulDn3
Adv..ccs - non.podomlnq

02.63s)

19,309.0s2

7,0,16.550 13926920

916.637

343,253

71 13
57&9,653 1,299,a07,61,1

Depos c & olher.ccounls
N.l'nlers€c66.ibdBing

3173,746 15,370996 3,543.712 159,167.319
513 321

(67,002)

Cof, ringenEi.. a CoDfr itm.ntr

Oui^g the yeai lh. Ban( h.s ct.s
the Bank rorlh. puoor..r sral.q

.ified D g,r.t Baiking as i teparat. cponrbb r69oenr 
'n 

a m.niercon5rl..r
ic d.c non makinq r.sourc.s. rynems and inlGnruci'c to b6 .locded Io rhis

riih ih. 
'd.oarepon n9 rtocrur. orrhe aanr scam.nr€dn!

tegT.., aroar!.rr ir pe,o!a. e'eoor'orome s.no' aaass6n€11 o'

n{

I
E
u

I
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43.2 Sngm€ni d6t.it. wLh Erpccrio 9.ogr.phtc.r roce on,

GEOCRAPIIICAL SECMENI ANALYSIS

rnter segm.nl c,.nu. . n6r
Non nad(.up/ erum / ider€sr,ncome

nt€r !egne.t.xpen3..locarron

Pror'l bolor. rq . conl'.u.d opeBtions
Polit hEloBtar- dEconlinu€d op.r.t on3

oep6& a otheraccounl3
N.r r^rer sqrfreit borcwi^g

SANK ALFALAH LIMITEN

(r31,2{, (31,132)

11.1

-__________1R!p... rn,00o

N€r nrer.€ghdni t..dings
Lsnd,ng! to lin5hc ar insliillions

Adv.n.e! - non.pedomho

31,21t,135
?49,e17,112 21,62r,t93

conllng..cler t cohmttm.nt.

conrin0.nci.. r commhm.nr3

4' TRUSTACTIVITIES

_-___,___,__iRup.c, i.

79,22

hler soqh€nl rcv..u.. n6r
Noi mad(-up / Btlh /int.rc5l incom.

lnler saghent .4.n!o .t ocat on

Prolr bero.e lax. conn.u.d op6Etion3
Prcrr bero.e l.:, dc.onrinued op€G( ons

Nel rnter !.9m€nl t.ndings
L.ndinqs lo rin.ncEt nrlirui ons

Advances - no.-p.do6i.g

51 ,023

2,242 205

,0221 361213123116A,27A 22.631002 25,356,090 1,299,a07,614

O€pos l5 A orhe..ccou^k
Nel mer segm.nr borowino

172A215 207 536.939

13

The Group it nor.ng.g€d in anv sion c.n to acrivli.3 Ho*ov6r r acrs,s s.cur y.ge.l rorv.,ious Tem E^r^ce c.

qk
lt
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53 EANK ALFALAH LIMITED
RELATED PARTY TRANSACTIONS

rtv lransaclions with ils parenl, s!bsidiaries. associales, joint ventures. ernptoyee beneit ptans a.ld ils direclors and Key rvtanag€menr

The Grcup enters int' transactions wilh relaled padres in the ordinary course of business and on substantaly (re same Grms as for comparabie transactionswith pe*on oI simibr slandinq contributions lo and accruals in r""["a or 
"r"r 

r"ti.."^t oenerns ana otter uenerri prans are made in accordance wirh rheactLrarialvalual|ons / lerms ol the contribLrtion plan nemuneraton to itre execurives / offic;; ;;eremifled in accordance wilh rhe terms ortheir appoinrmenr

Details ot nansactions wilh relaled Padies duing lhe vear. olher lhan lhose which have been disclosed etsewhere in these nnanciat statements are as foltows:

__-_---_{R!r.!. in

cEo

.r o.c 31,201r.-_-

Ealan@s with olher banks
___-____atFup.os in,0{0)

I endm9s lo linancia instirulions

Addiuon dlring the ycar
Repa d dlnng lh6 y€ar

Add I on during lh. yea.
Repard during th6 yo..
rransfer rn / (out) - nel

Prov sion herd against advan.es

n(e.csl / mark-up accrkd
Receivable tronr srali rerrrement llnd
l,repayment / renl receivabte
Pronr Re@rvabte on Sukuk
Advancc ag.Lnsl shares

Bodownqs dlrln! rhe year
Serrled dlr n! llre year

Redeeptron / Soid dlringihe year

:
1.50Q,000

13.4 478.646
89 750,000

l1 35.9786.46) (88.?50 000)

lnvostmenl made ourinq th. year
lnvoslmeni r€doemed / disposed ofi dlnng lhe yoar

3 213 322
330,829

(205.000)

422 461

1,317 a08
464,122

(739 269)

3,263,590

2.134 593
(2,184 861)

2 579,489
1.819.585

{3,081 266)

- , 3,?61 61' 1,o4, 13 317 403
Provis on ro. diminutron in val!e ol investme.rs 53 936

(6 068)
11171A

460.291

20€,246
(98,964)

t1161931

7 591.327
6,738,397

(8,301.259)

79 130
2'1 13(]

351,335
304461

(155.958)

8,040,230
15,624,727

(r4 149 786)
673 9561 {100 260) I39 547 (1 919 350

321

5,507 42.368

16

47,013
923,633

5,973
1,858

50 000

502.800

35 346 898

2,4

132 2

432

194 013

79 003

577.813
729,546

1819

923

332 467
332 461

r35.84 9,698)
34192,883

90 03- - - 50r 800

19 964
(19 ,964) \45 O44l

132,34A

112,3U

Dopos ls a.d other acco!.rs

Rece v€d during the year
wrhdraw. dlr ng the y6ar

lnlerest / mart up payabt.

Mark !p / rerurn /inler6sl earned
f'ec and como ss on ..ome

N.l Oeri on sae or s.tlnlos

6.215
26 294

(205 130)

161 264
1.444.556

11,422 O88)
10.459

1,509 741

33585,682
(34.138,68!)

4,178,991

82 66? 966
(87189.777)

10,201

342 A23
(197,410)

164,506 I031.657
i 695 068 56.650 035

(1.348,180) (5,6 171.951)

8,663 189
111,897,086

(11s 305 412)
3 565 601 339 350

959

u4

1.O75 A7 2

178 991

40 025

129188 2.589.A42

7 439 194 M1 056 739 78'l 6.2t5 161

11 1,960

2 085 9 656

162 468

11918

3.961

1,{48 7,9a5

I936
u4

Conl ngencres and Commihenrs

For th€ y....nd.d O..3i Forlh. ycar.nd.d O.c 3i_-___-__]Rup€€r in _____,__jR!p€* 
in,ooo

5 507 16 963

3.180

?19,000 21A9
,675

21 231
323 375
508 832

452.954

I481

," a0,

478.686 2319 22197

2_427

mad up/reur. / intoresr oad
Olher operal ns expenses
Provision/(Revers.l)agansrnon-p€rfohng 

advancds

20
'108.887

4.536 192 261
666 599

274.682
983 646

55.367

89216

79 015

86.776

lns!ra.ce premtunr pard
lnsu.a.ce clarms ser ert

640 921 11 584 5,454
491,497

310 344

1.538 460

119

494135
19 668

1 356.377

505.826

3?1,392

(3 0:sr
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46 CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

Minimum Capital Requirement (MCR):
Paid-up capital (net of losses)

Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capitat

Eligible Additional Tier 1 (ADT 1) Capjtat

Total Eligible Tier 1 Capital

Eligible Tier 2 Capitat ,
Total Eligible Capitat (Tier 1 + Tier 2)

Risk Weighted Assets (RWAS)

Credit Risk

l\4arket'Risk

Operational Risk

Total

Common Equity Tie|I Capital Adequacy ralio
Tier 1 Capital Adequacy Ratio

Total Capital Adequacy Ratio

Common Equity Tier 1 CapitalAdequacy ratio

Tier 1 Capital Adequacy Ratio

Total Capilal Adequacy Ratio

Leverage Ratio (LR)

Eligible Tier-1 Capitat

Tolal Exposures

Leverage Ratjo

Liquidity Coverage Ratio (LCR)
Total High Quality Liquid Assets

Tolal Net Cash Outflow

Liquidity Coverage Ratio

BANK ALFALAH LlMTTED

2018 2017
----(Rupees in 000)----

17,743,629 16,O75,720

60,698,276

6,833,728

54,227,146

67,532,004

15,263,399

54,227,146

12,140.824

ln line with Baser Ir capitar Adequacy guiderines, folowing capitar requirements are appricabre to the Bank

82,795,402 66,367,970

557,494,636 497 ,554,057

-

10.89% 10.900h

12.1,1% 10

14.850/" 340k

-

6.00% 6.00%

7.50% 50%

11.90% 11 .2

-

For Capital adequacy calculation Banl-has adopted standardized Approach for credit & Market Risk related exposures andAllernate St ndardized Approach (ASA) for operational risk.

67,532,004

1,187 ,s39,074

54,227.146

1 ,322,27 3,942
5.69% 4.10o/o-_._._-

252,703,05,1

162,363,261

234,488,065

165,803,247

'156% 1410k_---
Net Stable Funding Ratio (NSFR)

Total Availabte Stable Funding

Total Required Stable Fundino
Net Stable Funding Ratio

630,592,999

472,7 59,179

555,280,073

405,154,261

133% 1370k
--_-+

I

493,307,386

2,783,950

61,403,300

431 ,830.731

3,703,163

62,020,1e3

46.1 The full disclosures on the caDjtal Adequacy. Leverage Ratio & Liquidiry Requirements as per sBp instructions has beenplaced on lhe website The link ro the frrioi.Jrt.r* i. Zr.,iril 
",'nilllr*-bankarfarah.com/financiar_reports/.*'1 t-lt
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47 RISK MANAGEMENT

47.1

The variety of business activities undedaker by the Bank require effective identification, neasurement, monitoring, integration andmanagemeflt of different financial and nonjinancial risks that are constanfly evolving 
"r 

ur"N"a" 
" "tiriti"r'' "i", 

n g" ,n response toconcurrent internal and exlernal developments. The Board Risk Management committ"" ienrracii" ,;".i"i'"i.i lrg,o,ir"o uy g," eo",.oof Directors (BoD) lo assist rn design, regllar evatuation anu timery "upJ"ting 
ot th" risk management framework of the Bank. The Boardhas further authorized management committees ie. central trl"n"gemunt iom.lttee (cMc);nd c"ntr"i cr"iiico..ittee (ccc). TosupeNise risk maoagement activities within their respective 

""opJ.. 
Crt,l-c-trr" further established sub-committees such as Assets &Liabilities committee (ALCo), lnvestment committee, information tectrnotogy steering co..ltt""-(iTi'c),'r"i".r"ii"r,., & comprianceCommittee (ICCC) and process tmprovement Committee (plC).

ffi:;:ffi?ff$"t 
framework endeavorc to be a comprehensive and evotving guidetine to cater to changing business dynamics. The

- Clearly defined nsk management poticiei and procedu;es

- well constituted organizational structure, in-the form of a separale ,sk management department, which ensu.es that individuarsresponsibleforriskapprova|areindependentfromrisktakinguniisi,e,BusinessUriits,

- Mechanism fo. ongoing review of policies and procedures and risk exposures. ,. ,

The primary objective of this architecture is to inculcate risk management i;to the organization flows to ensure that risks are accuratelyidentified & assessed, properly documented, approled, and adequaiely monitored & minaged in oroer to enrrance tong term earnings andto protect the interests of the Bank's depositors and shareholders.

The Bank's risk management framework has a well-defined organizational structure for effective management of credit Risk, Market Risk,Liquidity Risk, operational Risk. tr security Risk, credit Risk systems and Environment and social Risk.

Credit Risk

credit risk is the identification of probability that counterparty w,ll cause a financiat loss ro the Bank due to its rnability or unwi ingness tomeet its conkactual obligation. This credit risk arises mainly Irom borh direct renoing aci,vttie.-s 
-as- 

w",i"" 
""r,,"#i'i"o,tities. credit rjskmanagement processes encompass rdentification, assessment, measurement, monitir;ng ana conlror 

"r 
i""t.'""'1r".*" to credil risk. TheBank's credit risk management philosophy is.based on Bank's overall business strategy i direction as establistrejoiirre eoaro. rne eanr iscommitted to the appropriate level of due drligence to ensure that credit risks have.been properly analysed. fully disclosed to the approvingauthorities and appropriately quantified, also ensuring that the credit commitment is appropriaiery .irr.ir"Jlpi""j ii" rine with marketpraclices) and documented.

The Bank has built and maintained a sound loan portfolio in terms of well-defined credit policy approved by BoD. Its credit evaluationsystem comprises of well-designed credrl appraisal, sanctionrng and revrew procedures tor tt.e purpose or erp'niiig prro"n"" ,n t"no,ngac({vilrcs and ensu ng the hjgh quatity of asset ponfotro. ln orGr to have an eftectrve and efiicieni nsX 
""."".i"ni a,"0,o closety at,gn its

l*ffff ::: :H:::';'j.l';fl:",o" has separate units ror 
"o,po."tu 

urnring, rsramic bankins, 
"0,.","i"r a !r,,rE'u.nkins, asricuIurar

The Bank manages its portfolio of loan assets with a view to limit concentrations in terms of risk quality, industry, matunty and largeexposirre' lnternal rating based portfolio analysis is also conducted on regutar basis. Thrs p"rtr"t. r"r"r 1"",.r',gii'[T"1^",n"0 by credit &
For Domestic operations' Bank determines th-e amounl f;r specific & Generat provisions are held as per lhe prudential Regulations issuedbv the state Bank of Pakistan (sBP). Provisrons at overseas brancnes are tretd to meet tre iequiieir-e";;';;;;,y author,ies of therespective counkies in which overseas branches operates.

A sophisticated internal credit rating system.is, in place, which is capable of quantifying counterparty & kansaction risk in accordance withthe best practices' The risk ratjng system takes into consideratioi quo,rti-r" 
"no 

quantitative r"i",, 
"r-t* ""r.t"r-party, 

transactionskucture & security and generates rnternal ratings at obligor and r""iid i"r"rr. The facilrty ,,ing-ry.i#, i"r;,"pei in tine with sap,sgutdelines. also provides expected LGD (LosS Given Oefariit fn,s nas Oeln rm-ptemenfeO in Corporate Banking lstamrc Bankrng and Retarl& [4iddle Market segmenls' Furlhermore thrs syslen n"s 
"n 

intu!,"t"Jro"n o,.igin"tion module which i. 
"rr"""tiv 

i"i".q used rn corporateBanking. lstamic Banking and Retarl segments The system is ,-egurarty ,evlweO for tmprovements as per SBi,s guldeltnes for lnterna,Credil Ratilg and Risk Managemenl Furthernrore. Bani f,as atso a"utomlteO iliurnat Rar,ng,alidation process based-on stalrstrcattests forcorporate' commercial, ME, sE & Aqri rating models. rt 
"or"r. 

toirr Ji".riiinaion a car,oi"t,on si"1iri"rii"u" 
". 

p"l uest practices. Thesvstem rs backed bv secured database,wirh backup support 
"no 

,, l"proi"ir g""",",rg 'n;i!-;;'rnJ 
o,o"rio,'ri 

,ri"r" 
no, ot the entrreportfotro for strategjzing and decrsion mak.ng. The system'has l"""i.n5"a"i i" compure the rsk weighted a".eti ,"qr,r"a for supp6rringlhe credrt facilities at the tlme of credit originirion 

"ni 
.orprtrt.n 

"iii"r. 
w"ig;,a e"sets for the quarterjy credit risk rerated Baser

A centralized credit Adminlskation Division (cAD) under credit & Risk r\ranagement Group is working towards ensuring thar rerms ofapproval of credit sanctions and requlatory stipulat;ons 
"r" "o.pliuo, "rr 

oo"irrie,rtation incruding security documentation is regurar & furyenforceable and all disbursements of applov:g facilities are ,"0" onrv-"n? n"."ssaiy authorization ov ceo C,.eaii Monitoring, underl"t3;liiii,i,liilJL[T,iXXil",llni[flll".,llll;:,::n],i:;oi,ffi.r o"r,",ioi, ,0"nt,r,", *",rJn-ns-"cloiits reraronsrrips ana

To handle the specialrzed requ'rements of managing de',nquenr and probrem accounrs the Bank has a separate crrent fac,ng unrr rooegotiate repavmenv settlement of the Ba-d(-" -r+"rr",.i"g "rporrii Ir;;;*, *" ,nterests of the bank s depositrs anosrakeloraersunlike otl'er banking groups' where the oriorily is the maximizatron of Banxl"'rJu"nu" the priorrty of the s-fe",J, ilrliri"nrg"ru* crorp
(sAl\4G) is recoverv of f'rnds and/or to si'uct,,e 

"n."',"rgu.ent ts#11',"r.i"0r,,"g ,"ri,r.triin9. ."trr-Ji-"ii iil'comornat on o. tneseyby which the interests 6f lhe Bank a.e orotected Wh"," no otn"r-,".J,],"-u-i. 
,ios",Ut". 

SAn,tc may p,oc"eo *,ti LjJ:,,."or,." r0 
"" 

toI;:'H".3;,t1il:ivortheBanksassers rheR,.*;";";;;;;;;;',;"in""i'.0-on,,o."*"N;i;;;r";;;;.,;;r"1"*anoreponsrhe

I
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56 BANK ALFALAH LIMTTED

Credit Risk - General Disclosures Basel Specitic

Bank Alfalah Limited is using Standardized Approach (sA) of sBP Basel accord for the purpose of estimatjng credit Risk weighted Assets.under sA, banks are ailowed to take into consideration extehal .ating(s) of counter-party(s) for the purpos-e of caicutating Risk weighted
Assets. A detailed procedural manual specifying return-based formats, methodologies and processes for deriving c;edit Risk Weighted
Assets in accordance with the SBP Basel Standardized Approach is in place and fkmly adhered to.

Disclosures for portfolio subiect to the Standardised Approach & Supervisory risk weights

External ratings

SBP Basel lll guidelines require banks to use ratings assigned by specified External Credit Assessment lnstitutions (ECAls) namely
PACRA, JCR-VIS, Moody's, Fitch and Standard & pools.

The State Bank of Pakistan through its letter number BsD/BAl-2l2o1l12ool2oog dated December 21, 2oo9 has accorded approval to the
Bank for use of ratings assigned by Credit Rating Agency of Bangladesh (CRAB) and CR|SL. The Bank uses these ECAIS to rate its
exposures denominated in Bangladeshi currency on certain corporate and banks incorporated in Bangladesh.

The Bank uses external ratings for the purposes of computing the risk weights as per t;e Basel lll framework. For exposures with a
contractual maturity of less than or equal to one year, short-term rating given by approved Rating Agencies is used, whereas for long-term
exposure with maturity of greater than one year, long-term rating is used.

Where there are two ratings available, the lower rating is considered and where there are three or more ratings the second - lowest rating is
considered.

Disclosures with respect to Credit Risk Mitigation for Standardised Approach

Credit risk mitigation policy

The Bank defines collateral as the assets or rights provided to the Bank by the borrower or a third party an order to secure a credit facilrty.
The Bank would have the rights of secured creditor in respect of the assets / contracts offered as security for the obligations of the borrower
/ obligor.

Collateral valuation and management

As stipulated in the SBP Basel ll / lll guidelines, the Bank uses the comprehensive approach for cottateral valuation. Under this approach,
the Bank reduces its credit exposure to a counterparty when calculating its capital requirements to the extent of risk mitigation provided by
the eligible financial collateral as specified in the Basel lll guidelines. ln line with Basel ll / tll guidelines, the Bank makes adjustments in
eligible collaterals received for possible future fluctuations in the value of the collateral in tine with the requirements speciied by SBp
guidelines. These adjustments, also referred to as 'haircuts', to produce volatility adjusted amounts for collateral, are reduced from the
exposure to compute the capitalcharge based on the applicable risk weights.

47.1.3.3 Types of collateraltaken by the Bank

Bank Alfalah Limited determines the appropriate collateral for each facility based on the type of product and counterparty. ln case of
corpolate and SME financing, fixed assets are geneialiy taken as security for long tenor loans and current assets for working capital
fioance usually backed by mortgage or hypothecation. For project flnance, security of the assets of the borrower and assignment of the
underlying project contracts is generally obtained. Additional security such as pledge of shares, cash collateral, TDRS, SSC/DSCS, ch".ge
on receivables may also be taken. l\4oreover, in order to cover the qntire exposure Personal Guarantees of Directors / Borrowers are also
obtained generally by the Bank. For retail producis, the security to be taken is deflned in the product policy for the respective products.
Housing loans and automobile loans are secured by the security of the property/automobile being financed respectively. The valuation o{
the properties is carrigd out by an approved valuation agency.

The Bank also offers products which are primaily based on collaleral such as shares, specified securities and ptedged commodilies. These
products are offered in line with the SBP prudential regulations and approved product policies which also deal with types of colltteral,
valuation and margining.

The decision on the type and quantum of collateral for each transaction is taken by the credit approving authority as per the credil approval
authorization approved by the Central Credit Committee (CCC) under its delegation powers. For facilities provided as per approved product
polacies (retail products, loan against shares etc.), collateral is taken in line with the policy.

47.1.3.4 Types of eligibte financial coltaterat

For credit risk mitigation purposes (capital adequacy purposes), the Bank considers all types of financiat collaterals that are etigibte
SBP Basel lll accord. This also includes Cash / TDRS, Gold, securities issued by Government of Pakistan such as T-Bills and
National Savings Certificates, certain debt securities rated by a recognrsed cred[ .ating agency, mutual fund units where daily Net
Value (NAV) is available in public domain and guarantees from certain specified entities (Government of pakistan, Banks etc.)
substitution effect of Basel in general, for capital calculation purposes, in line wilh the SBp Basel lll requirements, the
recognises only eligible collaterals as mentioned in the SBp Basel lll accord.

47.1.3.5 Credit concentration risk

under
PlBs,
Asset
under
Bank

,l Cred(. concenkation risk aases mainly due to concentration of exposures Unde|various categories vtz. tndustry geography. ano

ll :i_sl:/s.i::! borrower exposures. within credit portfolio, as a prudential measure aimed at be er risk managemeni an-d a-voiaance ofE concentration of risks, the sBP has prescribed regulatory limits on banks' maximum exposure to single borroiver and group borrowers.Moreover, in order to rest.ict the industry concentration risk, Bank's annual credit plan spells oul ihe ma*imrn, allowable exposure that it
n ::: l:i"",:i-:!:.ll': industry. Additionallv, the lnternal Rating system allows the Bank io monitor risk rating concentration of borrowers

U ".TI'Jlffi'::l::1$:J''i:ffff[:"Io{,1;,iiJ',i,"li%fi$ee:f::,1,',il,":"fli"fi"T'::iry) conceniration in customers that are

- --.--,."-. '1f
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n
I Pj.1rculars oi oan('s sigrtlcant oa-oale')ce sneet e|lcj oll.ba d-ce sheei i 

,uc !,rcvL ano orr-oarance sheel credjt risk in various secto.s are analysed as fotiows

47 -1-4 Lendinos to finanelnliDslitut.o_['

Credit risk by pLrbtic / private soctor

Gross lendings Non-performing lerldings Provision held
2018 2017 2018 2017 2018

BA'{K ALFALAH LIMTTED

2017Rupecs in'000)---..------.---.
PLrblic/ Goverhment
Privale

47.1.5 lnvestfianl in debtiacurilies

Credit risk by industry sectoa

62.112.287 48 895 828
62 257 48 895 828

Grossinvestments Non-perlonhinginvestments Provision held
2018 2017 2018 2017 2018 2017

Fextile
Chemica) and Pharmaceultcals
Electronics and eleckical appliances
Power (electflcrty), Gas Water. Sanrlarv
Tran!por1, Storage and Communrcatro;
F:rnancial

Crcdit risk by public / private sector

PubIc/ Governmenl
Privatc

47.1.6 4!!!]1qes

Credit risk by industry Eector

Agricullure Foreslry Hunting and Fishinq
Aulomobile and transporlarion equipmenl

Chemical and Pharmaceu!cats

Eleclronic$ endeieclricat apptrances

Foo! I Atled Producls
Foolwear and Leather garments

Mel3l& Allied indusrdes
Ir.4ining and eua..yin9
Oiland Attied
Olhers
Power (eleclrcdy) Gas. Watcr Saniiary

Sugar

Transpod Slorage and Commu.icalion
Wholesale & RelartTrade

r67,888
606,732

1,785
7,154,912

848,367

173,520
6't7,638

2,185
7,462,456
1 ,357 832

469,302

157,888
606,732

1,785

173,520
617,638

2,'185

167,888
606,732

1,785

173,520
617,638

2,185

6'13 756
I 393 9.682 933

Rupeos in '000)--

251,700
63 776

224,498 281,700
79 361 6 776

1,121.881

224 498
79.361

1 097 2A2

.Grossinvostments Non.perforrnitrginvegtmonts Provision hold
2018 2017 2018 2017 20't 8 2017

1.097,2A2

6,984,682 6,807,539
2,428,75A 2,875,394 1,097,202

3 09 933682 ----_j__-rpr?!a __-_:_ __19re!,

Non.porforming advances

'o::.........
52,389,474
't0,413,594

13.0s1,710
21,721,554
7,867,587

10,718,745
8,123,173
9,628,594

?17,322,216
2,050,711

2017 2018 2017

32,080,952

7,856,545
8,1A7,225

17,746 542
1,995,896

9 876,062

6,337,714

6,611404
31,504,922

2.271,226

830,271
117,291
146.684
682 551
951,150
669,842
171.187
703,030

2018
----(Rupeos in '000)

236,973 235 231 121,f3?
1,000,964 996.428 376,148

2017

150 350
367,279

822,917
511,397
130,474
715,315
925,031

2,367,089
203,343
788,404

845,938

118 291
146,684

733,558
951,150

687,555

180212
87A,257

822,917
s11,397
130,414
647,363

926,031

2,145,133

183,840

540,429
48,262,008 42.018.970

9;505 14.57s
16,!61,641 10,717.131
2,319,851 1,558.348

15,091,286 6.477.959
35,544,447 26,114,688
79,868,350 66 719.696
5,824,348 14,523 265

11,627,623 9.961 647
93,876,552 71,480 957
6,587,342 E.592 228

18,044,357 34 533 980

635 57 4
1100.531

635,574
836 627

1,094,676
1,r57,905

34,578
841,130

3,630,707
1,788,981
'1,877,105

477,5a3
3,6C8

3,834,443

1788,981
3,219.838

477,503

3.554,234
1 788 981
2,854.966

854,097
289,476

82,133
372,009

3,517,203

1,788,9E1

1,825,156

635,551 751329 635,350 744,349

15.834.66q 1q ai< .rr
'!81 932st6 9f,711 417

EL.
18 3,540 't7.580 11-l
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58 BANK ALFALAH LIMITED

Credit risk by public / private scctor

Public/ C6vernment
Privale

" 47 1.7 e9,tinoopcies andc-altqile1c1]€

Crcdit risk by industry soctor

Gross advances Non-perf orming advances Provision hold
2018 2017 20'ta 2017 2018-.-'--------(Rupeos in,00O

s8,240,545 67,0{4.059
420 ,151,1 66 350 137,Ar3 18 540 17 580 111

18 3 540 17 580 111
15,884,669
15,884.569 15.685.041

2017

15,685 041

2011
---.{Rurocs in 0)---.-

Agriculture, Forestry l,lunling and Fishino
Autorhobtte and hansporlalron equipmeni
Cement
Chenrical and Pharmaceutcals
Const.uction
Eleckonics and eleclrical appliances
Exports / lmOo(s
Financial
Food & Allied Products
Foolwear and Lealh€r garmenls
lndividuol
hr6urance
tvetat 3 A i€d incustries
tul;ning ahd Quarryirl!
Oil and Allied
Qthers
Powcr (€lectflcilyr, CEr, Water, Sa6rlEry
Seiv,ccs
Sogar
'fexliie
-Iransporl, 

Slorage and Communication
Wholesale and Relait Trade

Credit risk by public / private sector

Public/ Government
I,alvale

,:unded
Ncn Funded
Tolal Exposilre

The sanctioned rimirs agarnst these rop 1o exposures aggregated lo Rs 19'1.245 Mi[ion (pnor year: 153 9g2 Milion)
Total f unded classified thorein

20,| 8

6,l,423
3,,t99,346

475,6s9
3,802,147
4,333,141
't,816,994

5,048,665
17,923,587
7,599,602

176,289
2 tc,898

66,83.1

343,183
3,922,471

586,3S0
30,749,2S8

7,243,152
882,925
431,8S5

22,378,0A1
3,354,176
s,87 4,261

12s,112.423

271,448
4,625,145
2,509,863
3,992.081
6,243,762
1,867,320
4,530,444

22,038,183
5,280,610

401.764
323,676

97.548
I,845,722

71,t)11
9,636.992

24,739,714
5,648,:91

11,079,370
707,252

16,954,787
3 860,401
7,011,479

137.950 168

14,722,907 27,669,599
110 89 52t 11A 280 569
125.112.423 7 950 168

47.1.8 Concentralion of Advances

,Tj;ja 
too to 

"'oot'res 
on lhe basis ol tolal{lunded end non-funded e\posures)aggregated lo Iis136.994mi ion(2017:10o748nriltion)areas

110,q93,06s
17.039,666

135,993.645

68,344,169
32,403,343

1t0.747 912

2017

Afiount Provision held
_(Rupees in ,000)-_*-

5g

Provision
held

OAEM
Subslandard
Dollbtfd
Loss
Tolal 35

e

3

5

For the p!rpose oflhis nole' exposurc rneans ouislaiding lufided facilirles and ulilissd nonj!nded lacrlrtres as al rha roporr,n0 daie

lAkIt

I,

I *4.:.



59 BANK ALFALAH LIMITED
47.1.9 Advances. Province/Region-wise Disburselhent & lJtilization

2018
Utiliz ation

Sindh

3S

n

Il

I

XPK including A.lochlsten tstamabe.t K including
irBa

19
Sindh
KPK including FATA
Baiochislan
lslam6bed
AJK including Gilg(-Bahislan
Tolal

1,O11,452

728,309
17,504
3,594

75,954
574

9,032
3,594

,tt6

998,920
3,368

5,379
724,7A8 0

17,149

7,048
.135

355

188 55,628

l
Province/Rogion Dirburssment

01

Punjab

320 730 ,67 17 102

2017
t lilization

Sindh KpK ircluding

3 730 7
574
613

F
B.lochlstan tshmabad K including

2 372

50,006

Sindh
KPK including FATA
Balochislan

AJK including GilgitBatlistan

785,870
695,396

15.813

2.372
50 006

472

785,870

695 396

'15,813

550 32S 7A 870 695 396
472

41315 50

47.2 Market Risk

47.3 Foreign exchange fisk

I\'larket risk exposes the Bank to the risk of linancial losses resulting from fiovements in market prices. rt is rhe risk associated w[h changes in the jnteresrrates' foreign exchange rates' equily prices and commodrty pncet. ro .anrge ano control market risk, e comprehensive Board approved Market &Liquidity Risk Management polcy, is in ptace. The poticy olr ines a we -O"n""oti 
"o"frof "tn,cture, 

,esponsiOttili oiiet-euJnlJiarer.oroers *ttt ,espect1o market risk management and methods lo measure and control market risk carrieJ;rr at a podfolio level. I\,,loreover, it also includes conlrols which areapplied' where necessary, to individual risk types 10 parricutar boor,. 
"na 

io .p""ti"-"rposures. These controt" in"rro. ri.ir. J,i"rposure to rndividlarmarker risk variabJes as wel as rimils on concentrarions of renors and issr;ra. il;;;;",;; 
"*J:fi;ff;ni";;.r"i r'lro*"",,r.

Urder the BoD approved pohcy. the Bank's 
.Assel. 

and LiaDrtry Cornillee (ALCO) and tnvesl.nenl Corr.mtltee (tCI are p.r.nar.ty respons bte for theoversight of lhe marhet nsk sLpported bv market ,sk manage-;nt un,r or i,si rraanJgemenr orvision (RMD) r* d"* ,*J,i" io"dard,zed Approachto calculate capital charge for market risk as per lhe currenl iegulatory frar"*o,i ,nali'g"."r rr I lll. Furthermore, the Bank carries oul risk assessment viadiversilied toots inctuding Value at Risk (VaR) pVO1 lprice vaiue pei b".i.;oi;ij;n;;rr"t.n on a regutar uasis. tnei"n-r,-Ji-o'i""rt"tn. rr.,e impact otmarket risk on relevanl factors through shess lesting and lnternal Capitaledeqr"cy Arsess.ent proc"sse,

Foreign exchange (Fx) risk arises from the fluctualion in lhe value of financiar rnslrumenrs due to the changes in foreign exchange rares. Fx .sk is mainlymanaged through matched positions unmatched positions are covered subslantra t ih-rough derivative inst-ru..nta *it, 
"alo ]r-aa 

"no 
.*"pa

The Bank also manages Fx risk bv setting €nd moniloring dealer and currency-wise rim(s The currency risk is regurared and monirored agajnst lheregulatory/slatutory limits e'forced by the state Eank of Pak]stan rr," roolgn 
"r;h"ng-" "xposure 

rimils in respectir" c-rrrrencies aie mrnaged againsr theprescribed timlts Risk Assessment wth respect to FX risk is also conOr"fuO on 
"i"grlr Oasis through VaR analysis.

The analys s below represents the concentralion ofthe Eank's foreign currency risk for on and off balance sheet financial inslruments:
y4 t-II



60 AANK ALFALAH LIMTTED

I 
cuI'ency wse assels and llabrlllies consroered above have been presenred on gross basrs as per rcspecrrve currercres]I

2018
7Foreisn 

l:j:!l orf-batance Ner foreisnCurrency (

.-..1-"."| _iffi:: 
sheetitems 

"'lJ:""l?
---(Rupees ln'000)---

Uniled-Steles Dollar 72,109,056 i17.349.741 4S,32S,3S4 84,669Creai Br;rarr Pound Srer 2,333,753 5,093,350 2 760.223 -;';;;
curo 2,332,247 4l32s22 i,eii,iji 1;:il;Japanese Yen 31S
Other6u.rsn6'.. 30,918,270 3 

l'400 3'908 2823

ttr.art.rarrr**ffi

Foreign
Currency

Assets

Foreign
Cuftency
Liabilities

OfI-balance
sheet ilems

Net foreign
cuarcncy
exposure

_-{Rupees in .OOO)--__

61,529,05s 80,687,137
1 659 845 5,457,565
189.571 198.056

2,4A9,902 5,286,262
8427 884 27 252

7 2 '11 4't3 2

Banking
book

Tradinq book

20 31A,024 1,159,942
3,808,651 10 931

12,024 3.539
2,881,809 5,449

___=:=:-:-
__!!-p?!.y19- ::]Jc!-q4-

7
Banking

book
Trading book

lTpaq of 1% chanqe in fore gn exchange rates o^
- Proljl and loss accouni
- Other comprehensive income

47.3.'l Balance sheet split by trading and banking books

Cash and balances with treasury banks
Balances wilh olher banks
Lendings lo financial institulions
lnveslments

Fixed assets
intanoible assets
Defetred tax assets
Non current assels held for sa e
Olher assels

47.3.2 Equiw position Risk

lrnpacl of 570 change in equity prices on
- Protit and loss accounl
- Olher comprehensive income

__(Rupees in ,0OO)-__-

't,t1l 11,880

2017
Banking book Trading book Totat Bank,ng

book
Trading

book Total

22,799,8A2

82,407,736
3,91't,554

62,'tf 2,2a7
231,719,116
501,639,727

14,317.O42
't,317,271

82,407.736
3,911,554

62,172,2A7
279,251,731
501,639,727

18,317.042
1,317,271

70,381,480
3,993,054

48,895,828
401,742.39A
400.659,922

16,198,902
1508,765

47,532,6,15

70 381,480
3,993,054

48,895,828
378,942,516
400,659,922

16,138,902
1,508,765

Equlty posilion risk arises due to adverse movements in the prices ofequilies and inslruments-exhrbrtng behavror simrlar to equrties held by the bank. TheBank's equity investments are classrfied as Available for s;le (AFs) ana Hulo lo. ri"J,ng lNrr) rnvestments The oblective of rnvestnjents ctassrfied asllFT portfolio s to lake advanlage of short term capilal gains, ;h te tle AFs p;nforio ;mirnlarned wrlh a medrum ,.i. 
","* "i'#,1"r s"ins and dividendrncorne' The Bank's lnveslmenl commiliee is primarilv responsible lor the oversight of the eq"rtrlr""u.""i ,.* 'il;ilffiJ ;1"g".."t unrt of Rt\,1Dmonitors and reports po.tlolio and scrip level internal anct externel timlls

23,589,489
35,998,315

23,s89,489 26,821,724 26 821.724
35,998 ,3t5 30 831 827 30 831,827

I 23A 01 22 882 033

01 2r]17
Eanking book Tradi ng book Banking Trading book

book
_,lRupees in '000)-__-

(6,691) (1 357)
1520,838) (290,281)

\t-

I
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yiel.l / tote..6t R.te Risk in th. Ba,*iol Book lRRBB)-Bas.t I slx'citic
lnlerest Rale Riskrs the adveBe inpacr on ihe ba.k,s sharehotdBis €qu ry due to chanqes n rherleresr rares

. -he roease {d6d.e),. €arngs or econor,c vaue { o Lsed by ma.aoemEnRR BB. b,oken dod by @4.;' , , ;;J 
"";';;;i. "",,,,"d 

.," F,"""., 
r) ro' upward ano o@aro shoqs a@d,T ro managem6nr s r.rhod ror roasunr o

BANK ALFALAH LIMITED

lmpacl ol 1% ci.n9€ tn mte.6st r.r.B on
. eolil ..d lors .cco!ni
- ohercohprchensrv. mcom.

1l.a.l Ntsm.bh dtnt r.nR . S.ntitr. A.r.E.nd Ll.btt ..

--{tuEr h @)

hLrcd nr. swipr - rE.aE

tobr rr6hr!rn RBr *dun oD
cumul'ivlV.t[nb[nhE(s.hftvtyGp

,.110.!r5

!3bh!sdG.ny,*€3tdffi6.s'h -*:"

cuhul.irthE4nl.,d^Brshdd,tyc.p

R'con'irianon orAr.a.lid Lr.b*ri€r .tpo..d ro vr.rd / lni.E", nr€ d!*wirh rorlrA.t.r6.nd Lrlbirhr..

Tora r,na^c'.tas!el! a5 per notoaTa I

opeBl.g nx€d a,sois

Tot. E!!e& a! pcrsl.l.fieni orfinanciarpo.iron

lora,'nEn.,a ,ab
eao ru* r.*"a uurr "ioeten drart.brrres

i rnan. a rc.,iron

201A 2017
'-{Rupees itr 000)-
9M,59s.70s !3i .16 372

13,117,Oa2 1619a,902
1.317.211 1,508 765
4.375.r34

1,003.505 152 r nni 6- soo

!1

4t'/



62 BANK ALFALAH LTMTTED

Basel ll defines operational risk as, "the risk of loss resulting from rnadequate or farred internar processes, peopre and systems or
lil:::ifffr'""Jt 

"hrn compriance with the Risk ManasemJnt Guiderines, rssued ilG",;;;;;#r Rjsk Manasement (oRM)

The operational risk management policy of the Bank is duly approved by the Board and operatjonat Risk Management [4anuat coversthe processes' structure and functions of operational risk-management and provides guioelines to ia.niity, 
"""""", monitor, controland report operationar risk in a consistent and transparent manne; across the Bank

47,5.1 Operational Risk Dtsclosures - Basel lt Specific

Bank Alfalah Limited is among the first few banks to secure sBP approval for adoption of Alternative standardized Approach (ASA)under Basel ll for determining capital charge on operational Risk in becemoer zoli *o e""k 
"i",;d 

*;rrating its capital charge foroperational 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 ofoperational risk capital charge calculated under Basic lndicator Approach for initial 3 y""rs. tr"""1oois *g.e 90% for 2013 and 2014,8o% lot 2015 and 70% for 2o16 However, removal of capital Floor for calcuration. of capitar charge under ASA was extended in ljnewith lnternational developments and consultations of the 6asel commrttee on aank,ng srrperv,sioriiglJij, 
"t"t" 

Bank of pakistan isin process of reviewing its instructions on Operational risk.

The Bank's oRM framework and practices 
_address' all the significant areas of oRM within the Bank inctuding Risk.conhol selfAssessment (RcsA), Key Risk lndicators (KRls), operational Loss Data Management, 

""d op"il"r"r nirk Reporting. The oR[/]unit engages with Bank's business / support units and regularly collaborates in-aeterminin! 
"iJ *"i"*i"g the flsks, and suggestscontrols on need basis. Additionally, all the policies, procedures.and systems of tne Banliare ,"ri"*io rro. the operational riskperspective, and the recommendations of RMD are taken inlo consideration before their approvai A erocels tmprovement committee(Plc) in this regard has been formed to evaluate and consider the recommendations of atithe reviewers. F;rther, the unit also reviewsfunctional specification documents (FSDS) and reviews / test the functionalities and systems prepared on premise of the FSD. Theoperational Loss Database and KRls systems are in place which have been furthei 

"nt"n.;Jlno t" repons are submitted tocentral Management committee and Board Risk Management committee. state aanx has turtheiJ"ii"i tn" tir"[ne for co ectionof loss data base reports till Iurther notice.

47.5 Operational Risk

As required by Basel, Bank has categorized all its operational loss/near miss incident! into following loss event categories
- lnternal Fraud
- External Fraud
- Employment Practice & Workplace Safety
- Client, Product & Business practice
- Damage to Physical Assets
- Business Disruption & System Faiture
- Execution, Delivery & process Management

And also mapped the incjdents into fo owing Business Lines

- Retail Banking
- Commercial Banking
- Corporate Finance
- Tradrng & Sales
- Payment & Settlement
- Agency Services
- Cost centers/Centralized functions

47.5.2 lT Security Risk

The Bank has in place an lr, security Risk l\4anagement Policy and 
-a-n 

lr Management policy, duly approved by the Board ofDirectors, which derive from the regulatory mandaGs and the tso 27001:2013 intJrnatronat 
"trlo"J3 

rr"r"ro*. A dedicated trsecurity Risk Management unit, functioning within RMD manages lT and information 
";;rrfty;[ ;;;"k,s technotogy assets bydeveloping lr security baselines for lr soiutions that support 

'products 
and services, s""rl.lry ioLtion, 

""lection, 
and acquisitionincluding vendor and/or service. provider seleclion managed by lr security in 

"ro"" "oo.onaii'on 
,iti,-irt 

"ra 
procuremenucentraradministration, monitorins of threats and vulnerabititjel trougn Security op";"ti;;;;;i i+i ' j,' inu""tig"tion of reportedinformation security incidents, reinforcement of lr security risk aiareness to employees ria perioiic com;unications, following up ondue dates with stakeholders responsible for remediation of open issues, and reporting ti," 

"dtu" 
oi n-a"*rlty risk to the managementand Board tT Committee(BtTC) /tTSC/Board.

47.5,3 Environmental& Social Risk Managemenl Unit
lnitiative to integrate sustainable finance approach in credit evaluation and 

-approval 
process. Being a responsibre corporate citizenwherever lhe Holding company operates, it].as an integrated sustainabre finance ,ppr"*r,, Iil"t"img activities. ln this regard,

sJiiJ,,t#t"::J?;:,Hil:T[r"il3 
- to"i"r rv"n"i"'eniivsi", rrsr'rsj, o,-rilppi; ;;i;J:'.'. of D,rectors, has been

The ESttrs Framework essentially requrres that any relevant lending opportunity is to be reviewed and evaluated under againstl
- IFC Exctusion List
- Applicable national laws on environment, health, safety and socialissues- IFC Performance Standards

I
I

This Framework is an integral part.of the credit approval proce:s, 
1n1all. 

rel:yant credit proposals require clearanc€ of E&s officerprior to approval of the competent authority. The Enviroir"ntrr a socral Risk rra"""gJrJ* ;rit"part of RMD and E&s unjt is

._ ,..'"oon"ible 
for identifving vetting and approving projects from an Environr"ntria sJ"ilii,rrr.n#J", **n rarRM) perspecrive.

-l,J L,
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Market Value Weighted Amount
----(Rupees in 0OO).___

279,406,840 279,406.840

BANK ALFALAH LTMITED

Ihts unrl is Drimarllv resoonsible for development and managerrent ol Credit Risk Systems includrnoil ;{fi}!!ijil,ff:"m:"::u::lHl']:::x:T:'.1lHjr":"i:ii;:rfi*,*1r,i,;j""".j,":p"#L::,rJi:i:fl"T:rTf'om time to ttme. viivrlrE rvr uu0sumer Flnance Group as desrecl by Management

47.5.4 Credit Risk

47,5.5 Country risk

Liquidity is a financiat
institution's earnings,
manner without incurri

n
tl

47.6

country risk' refers to the possibility that economic and politicar conditions.,in a forergn country courcr adversery impact the Bank,sexposure in that countrv. For the Bank, counrry risk 
".,*" ;;-";;l;;irr,e aanrt- ro,eign-;r;;r';;;;;:,,ade and treasurybusiness with counterparties domiclteo in otner countrie" "l*, ," ,*","r"nts ano capitar tiansa"tionJ. in'ofiJlro ,rnage the risk,Bank has in place a comprehensive country nsk management frarn"*o*"LnO"|. tt,," kamework, the transfer nskfinanciar market and economic factors.porit""r ,.i"r'.l. ,i.""r*j r"i"g ;i";,",, 

"r 
,oicia.indrcative , 

""r",r," ,rii"$?Xi{jon j".#
li."f :ii:j:|r#:";"r,r""# il.,[r"l,.rr"work, 

nsk tim(s 
"." 

,.r,s,i"J iJ"o,nkies within the Board approved timits. rhe rimrts and
a detined frequency. raged at head office level and country risk exposures are reportlJii',ill,"r"n, 

"o-r,u""" r,

Liquidity Risk

institution s capacity to meet its obrigations as they faI due without incurring rosses. Lrquidrry risk is the risk to ancapitat & reputation arising from its inabitity f."1 * p"r.""J- Ji' 
' "" " ,-'

ng unacceptable loss"" *t""n in"y I#" or". contraclual obligations in a timely

wrth reference lo sBP Basel lll Liqurdity standards issued under BPRD circurar # og dated June 23, 2016, Bank Arfarah carcuratesLiquidilv coverage Ratro (LcR) on monthlv basjs. Basea on oecemoer si iora nrrb"." ;fi;r"+ ,. ;ar":;inzu" agarnsr sae
IfiffiTJ,"lX["IrTlllJ???,Xi,l 

*.i stoci or r-rish ouau,, iio," o!""o (HoLA) or pxn-ze,,iii;i, irir,on ano ruet casrr

lvloleover' under the same circular theBanks are expected to calculate Net slable Fundjng Ratio {NSFR) on quarterly basis. Based onDecember 31' 2018 numbers Bank Alfalah's rusrn i" r aiv" 
"!"in"iiai .-,n-r- ,"qr,rement of .100%, 

with rotat Avairabre StabrJFunding of pKR 630,s92.999 milrion and rot"r n"qri,."ollroEiriiiig'ri lnn oz 7s9.178 mirion.
The Bank manages and controls liquidity risk through a detailed risk management. framework, which includes BoD approved policy,

il1i.i,ililil11,:::"ili;:*'#:"":ff:iil1"ffi"i,:Jii['].::;'[""io'c'jr i"""]'g,""il:"J'[;1ffi,:"'i,,ework, various

At BnFL' BoD approves the Liquiditv Risk Policy. Further, it also approves the,Bank's overa liquidity risk appetite and broad liquidjtyrisk strategv through Annual Busrness Plan. r'ne gant i elco-iJp.-l.llv ,*ponsibre for r;" i.prur;;Ltr; or BoD,s srrategythroLrgh oversight of lhe asset liabrlrtv furctron incruding iiqurdity .nr,irg"ir""r rreasury fronl ;ff;"; ;;;;;;;;" Bank,s rrqu,drty onday to day basrs and is the Banks frrst line of defe-nse agarnst rqi,oirv ,i:l Under Rrsk v"rrg"."ii ori.n, Liqurdily Risk
Hl?ffiH},li,:- 

is respons,bre fo, independent monitorins 
"iin"1#"iiiii,,ort}, ,i.,.',i ,,"i ,iii',"iJi",;;;;'Ji;.""," and bank s

The 
.Bank's.overall 

funding strategy is based on the principles of diversification and stabitity. The Bank has a diverse funding base,which includes stable funding in the form ot equity, suo-orjinateJ r"r"", *[ir 
""0 

smal business deposits. Moreover, for non_stabrefunding in form of Large volume Depositors. Tlre- B-anl !a: i, pr""i i"t"i*rry 
"pproved 

rimits to mon,to,. ,na i"nlg" risk emanatingfrom volatile funding concentration. Moreover, the Bank is tulty comptiant wiii Basel lI LcR and NSFR, which ens; sufficient stockof High Quality Ljquidity Assets in relation to its liabitity profile.

At BAFL' stress Testing rs used in an atlempl to hrghtight the vutnerability of the Bank,s Balance sheet to hypothel,cat slress eventsaird scenarios under the same, liquidity rsk fac6rs-are g;""; ;4o; ;ho.x, and therr resurting impact on lhe balance sheet rscalculated' BAFL carries out the slress testing based - sgp st.r'" T*L and internar a"rineo-s""l"rio, io g-auge the potentiar
;tJ:fa",n!,Tilrij,ifurdrtv 

stress scenarios on-the Bank's stock "iuor,i**o rn" ,"rr,," ,,. ,ir,"i'i',i ,nI"l"'n,o,, .n" nrn...n,,

At BAFL contingency Funding tnt,]:.Tlf-Yr:o to address. tiquidrty issues in rimes of stress / crises situations. The crobarrreasury prepares the cFPs for all operations on annuar basrs for iden;ifying rr," 
"tr"r" 

.""i"io" 
"; il ;ffi rg pran for such

ifJS':1t":::f 
with earlv warnins indrcarors rhese pra^ ,;;;*;; ;;in" ni.k .,rrnrsun,'"-ni ,j,*,"" ,"j""i"" 

"*roved 
by rhe

Main drivers of LcR resulls are HoLA and Net cash outflow. HQLA is defrned by the liquidity quality of the Bank,s assets and net
::"J 3::ffi:11:lvodetermined 

throush voratilitv or the a"rk'" ,Iu,1,, o,"iii". The tabre berow showcases the composition or HeLA

HQLA'

Level 1 Assets
l.,evel 2A Assets
Level 2B Assets

I

4.652 019
28

2,326,009
859 281 849732

SBP Circutar No. 08, dated June 23,201
" These have been defined in detail in '4fl
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47.7 Derivative Risk

48

49

PresidenUChief Executive

66

"-rnr'
f Financial Officer

wherever necessary to facititate comparison.A

BANK ALFALAH LIIIIITED

Director Director

The Bank currently deals in derivative instruments namely forward exchange contracts, rnterest rate swaps and futures withthe principle view to hedge risks associated with interesi rat".'rnJ tlru,gn 
"*"nange 

risk.

lnterest rate swaps and futures are conducted to hedge interest rate risk presenl in the Bank,s foreign currency bcndportfolio' with respect lo fo*ard exchange contracts, t u uunl otrJr. such products to protect custorners from adversemovements in foreign currencies on a best effort basis, the respective positions are then hedged/matched in the inter_bank
[ff::l."oiil,3'"'il[i;,li""i;31i,ffi?i,iiLhroush resuraioi-anJotn". internar rimits iriai-i,"i,i". i","ig" Exchange

Market Risk Department under the Risk Management Division performs hedge effectiveness testing of foreign cqrrencybond portfolio against interest rate swaps and futures on a periodic basis. The results are then share-d with the concernedstakeholders and strategies are devised/revisiteo in cooroin"tion *ith- Treasury to align the outcomes with established riskparameters.

NON-ADJUSTING EVENTS AFTER THE REPORTING DATE

The Board of Directors in its meeting held on February 21 , 2o19 has announced cash dividend d !! percent (2o17:'10%)' This appropriation will be approved in the forrhcoming Annrar Cenerat M";Gg;;";;;i",!i","r"*. for rhe yearended December 31, 2018 do not include the_effect of iiis appropriation which will be accounted for in the financ.ialstatements for the year ending December 3.1 , 2019.

DATE OF AUTHORISATION

These consolidated llnancial statements were aulhorised for issue on February 2,1,201g by the Board of Directors of theHolding Company.

50 GENERAL

Comparative information has been re-classified re-arranged or additional ly incorporated in these financial statements.

/"/r"o,4*t(ul-dc^.--

U Director


