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Bank Alfalah Limited T .
Chairman’s Message

I am pleased to see that Bank Affalah has delivered a solid financial performance along with a
satisfactory shareholders’ returns despite navigating through a challenging year. The Board of
Directors is pleased with the Bank’s progress and confident its sound foundation will support it through
changing tides.

1 am very proud of the fact that our Bank was recognized as the 'Best Customer Franchise’ for the
third consecutive year along with the 'Best Bank for Small/Medium Businesses’ at the Pakistan Banking
Awards jointly organised by the Institute of Bankers, A. F. Ferguson & Company and Dawn Media
Group in 2018. These awards are & testimony to our customer-centric focus, and outreach which
drives us to constantly engage with them and deliver services that surpass expectations.

The Bank is optimistic about the economic prospects in 2019. We will continue to play our role in
Pakistan’s banking system. The new government inherited a piatform with many challenges in the
shape of twin deficits, losses in Public Sector Entities (PSE), infrastructure challenges and declining
reserves. However, the new Government seems committed towards addressing the macroeconomic
challenges, generating higher growth and employment opportunities. Pakistan is poised to recover
with agricutture and industrial production gaining momentum. Looking ahead, boost to exports in the
backdrop of global economic recovery and improvement in domestic investment climate, backed by
various initiatives of the Government, supports favourable growth outlook. It is the time for the private
sector of Pakistan to prove its credentials as an ‘engine of growth’ by committing capital in growth
sectors to generate wealth, create jobs and sustain the economy.

Technology is reshaping the world faster than ever. The shifting customer preferences for digital
products which has been a success story in the shape of various e-commerce setups has become an
tnspiration for the banks to revamp ghe traditional way of banking. The customers, demanding ease
of doing transactions, is itself inducing a change in customer behaviour and making customers ask for
more convenience from their bank, Many purely digital banks have been setup and performing well in
different market. . Further, the rapid growth of the more nimble Fintech players are forcing the banks
to enter into partnership with them to improve service delivery and customer service. A Boston
Consutting report says that smartphone users will equal bank accounts by 2020. This explains why
banks and fintech companies are falling over one another to attract customers by sprucing up their
digital banking facilities. It is the bank’s core strategy to lead the digital wave and simplify banking for
our customers by offering products, enabling secure payments through effective use of technology.

The Bank has a robust balance sheet with strong capital levels, sustainable earnings and inherent
value across its businesses. The Bank has always demonstrated its ability to spot emerging
Opportunities and execute strategies to capture them. I am optimistic about the future, being confident
in our ability to turn challenges to opportunities. The Bank is well-positioned to leverage all
eventualities for profitable growth and value creation. It will continue its commitment to being a
partner in Pakistan's growth and devejopment. : -
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A key strength of the Bank is its depth of leadership talent, and the contribution and commitment of
the employees. The management team under the leadership of the President is executing a focused
strategy, leveraging existing strengths, and buitding new capabilities to stay ahead in the evolving
environment. I deeply vaiue and appreciate the commitment, dedication and hard work of the Bank’s

- employees. It is their passion to do things passionately and their determination to act with integrity,

which has made it possible for the Bank to live up to its values and deliver on the promise made to
our stakeholders.

In line with our strategy of delivering superior results in a compliant manner while taking care of our
People and our Customers, 2019 has been declared as the “Year of Happiness at Bank Alfalah”.
We realize that our workplace influences a large part of our lives, and as such we want to commit to
making working at Bank Alfalah a truly memorable experience. We believe that by investing in and
enriching the employee experience positively impacts both our productivity and our customer
experience. This is the journey which we believe witl help us stand out and become an employer of
choice.

I would like to take this opportunity to thank all our ex/tema%-‘and-internal stakeholders especially
Securities and Exchange Commission of Pakistan and State Bank of Pakistan for supporting us through
one of our most challenging periods last year! We-remain focused in our priorities and will continue to
build a trusted, compliant and financially s{rong Bank,hich will remain at the forefront to find new
ways to secure the financial future of our c mers in this fast changing world of today.

HH SHEIKH NAHAYAN MABARAK AL NAHAY
Abu Dhabi '
21% February 2019
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Directors’ Repoit to the Shareholders

Dear shareholders,

On behalf of the Board of Directors, I am pleased to present the Directors' Report of the Bank along with

the audited financial statements and Auditors' report for the year ended December 31, 2018.

Economic Review

The year 2018 saw some of the structural constraints of Pakistan economy come to the fore, which were

magnified by the political noise associated with an election year. While the country saw a major pos:twe of

democratic continuity, economic challenges continued to grab the headlines.

Key data points announced during the year indicated that the country continued to observe high growth in
FY18. Real GDP recorded a growth of 5.8%, highest in a decade, supported by manufacturing and service
sectors which grew by 6.84% and 6.43%, respectively. This translated into average GDP growth of the last
five years i.e. FY13 to FY18 clocking in at 4.8%, compared to 2.8% in FY08-13. Growth numbers for FY18
have subsequently been revised to 5.2%.

This growth momentum kept credit demand at elevated levels and credit to private sector increased by
16% YoY in FY18. Despite a likely slowdown in GDP growth during FY19, private sector credit has not
shown signs of abating during Jun-Dec 2018, where provisional numbers reflect a 20% YoY growth.

The high growth phase seen in the economy during the last few years, has on the other hand resulted in
stresses with the external account imbalance leading the way. Strong import growth to meet rising domestic
consumption saw Pakistan’s import bill grow at a CAGR of 10% over the last five years. In comparison,

exports from Pakistan remained stagnant in the last few years due to multitude of factors, which resulted

in compressing exports to only 9.4% of the GDP.

Rising domestic demand as well as soaring commodity prices further dented the external position in FY18,
stretching country’s trade deficit to US$37.5bn. Capital inflows and worker remittances were insufficient to
bridge the trade deficit, which resulted in depletion of Pakistan foreign exchange reserves, from US$20.2bn

- at start of 2018 to US$13.8bn by December 2018,

The impact of delepletion of foreign exchange reserves was seen in monetary and currency market
adjustments during the year, The curnulative interest rate hike during CY18 stood at 425 bps while the
currency depreciated by 26% to PKR133.5/USD by year end. In addition, policy initiatives were also taken

- to encourage exports and discourage imports. The impact of the above was also seen in inflation, which,

as measured by the Consumer Price Index (CPI) increased to 6.2% for December 2018, compared to 4.6%
for December 2017. Notable increase was seen in core inflation which increased from 5.5% to 8.4%.

Though inflationary pressures were by and large considered manageable, the depleting Foreign Exchange .

reserves amid Pakistan’s upcoming debt repayments, has put Pakistan in a difficult situation. While
structural reforms to address the deficiencies will require time, the new government was able to avert near-
term pressures by bridging the shortfall via inflows from friendly countries, namely Saudi Arabia and UAE,
while China also extended support in multiple forms.

In addition to cash deposits of US$3bn each by Saudi Arabia and UAE, the two Middle Eastern countries
are also considering to supply oil worth US$3bn each to Pakistan on a deferred payment basis, which shouid
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provide meaningfut respite to Pakistan's external accounts beginning CY19. While the immediate pressures
were averted due to timely support from friendly countries, the next phase requires much-needed external
account reforms. '

Another area that requires immediate attention is the bourgeoning fiscal deficit that has grown to 6.6% of
GDP in FY18 (highest since FY14) from 5.8% in the previous year, The strain of higher current expenditures
has been magnified by a slowdown in non-tax revenues, which can be traced to the absence of Coalition
Support Fund (CSF) and lower markup/dividend income from PSEs. Tax revenues showed an increase of
13% YoY but were lower than target. As per provisional data for 1Q FY19, the deficit has not slowed down
and is 1.4% of GDP for the quarter. The incoming government has however announced a number of fiscal
measures via two Addendums to the Finance Bill. :

Outlook:

Going forward, the key talking point is likely to be the level of engagement between Pakistan and the IMFE.
Discussions with IMF have been underway since the government assumed power but details have not been
made public. While there is consensus on the perceived economic stability that will come with an IMF
program, views differ on the conditionalities vis-a-vis the government’s economic goals and objectives.

Irrespective of the outcome of ongoing discussions with IMF, the upcoming twelve months are likely to be
instrumental in shaping the medium term outiook for Pakistan’s economy. With the election year behind
us, the government has gradually laid down key pillars of its macroeconomic framework with an emphasis
on reindustrialization and export push. '

Results of some of the measures and adjustments will start reflecting more meaningfully in macro-economic
data over the next few months, but the initial signs indicate that the steps are bearing nascent fruit. While

" GDP growth is likely fo clock in the 3.5-4.5% range, policy decisions will be instrumental in depicting the

government’s desired equilibrium between stability and economic growth.
BANKING SECTOR REVIEW

In 2018, despite economic challenges and political noise of an election year, Pakistan’s banking sector
continued exhibiting positive momentum on multiple fronts. Barring external factors impacting profitability,
the banking sector received positive traction with gradual increase in spreads following several rounds of
monetary tightening and stable capital adequacy. ' _

Domestic deposits growth remained on lower side, clocking in at 8% YoY, the slowest deposit growth seen

in the last decade. The latest available category wise data up to September 2018 however suggest that

this could partially be due to a conscious effort by banks to focus on mix of deposits, as banks soficited

lower cost transactional deposits and did not aggressively pursue higher-cost fixed deposits. CASA deposits

depicted an increase of 12% YoY by September 2018, taking mix to 77.2%; 200bps higher YoY. Further

banking industry alse faced muitiple challenges in deposit generation due to accountability drive, siowd'own :
in government payments and devaluation, where all of these resulted in liquidity erosion and depositors

staying away from the banking system.

" -Gross advances of the sector witnessed another year of remarkable growth in 2018, increasing Dy 21%

YoY, prompted by higher credit to private sector. This led to net Advance to Deposit Ratio (ADR) of the
sector increasing to 56% in 2018, highest in last 6 years and marked a shift from investrents to advances,
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capitalizing the rising capital demand in the economy. Correspendingly, Investment to Deposits Ratio (IDR)
receded to 56.7% as of end 2018 vs. 69.0% at the same time tast year.

Asset quality of the banking sector witnessed nascent signs of strain, owing to economic challenges
domestically, while devaluation of the currency inflated the stock of overseas NPL in PKR terms.
Combination of the two saw the stock of outstanding NPLs increase by PKR44bn in first nine months of
2018. The vibrant loan growth, however meant that the gross NPL ratio at 8.0% in September 2018 was

. materially better than the reading of 9.2% at the same time last year. More importantly, banks ensured
- that the coverage of increased NPL stock inched up further to 86%,

On the investments front, government securities continued to remain the dominant component of the
investment pie, with a visible shortening of maturities seen during the year. Expectation of monetary
tightening accompanied by gradual maturity of PIBs shortened the duration of investments of the sector
and skewed the concentration towards Treasury Bills.

On the profitability front, rising interest rates saw the sector record gradual increase in spreads. This helped
offset the impact of maturity of higher yielding PIBs on net interest income. On the non-interest income
front, the increased volatility in the forex market provided the banks an avenue of recording higher income
from dealing in foreign currencies. While these emerged as positive contributors, the impact of the same
on bottom line was countered by higher credit cost, as banks maintained the coverage ratios on the higher
NPL stock mentioned above. Other headwinds to sector profitability emerged from lower capital gains and
also due to other extraordinary events impacting some industry players during the year.

- On the regulatory front, few notable developments were introduction of 1) Deposit Protection Fund (DPF)

and 2) Domestic Systematically Important Banks (DSIBs). While under the first initiative, all banks were
mandated to deposit a certain percentage of their deposits into an Insurance / Protection Fund created by
the SBP, the second revolved around increased minimum Capital Adequacy Requirements for banks

~ designated as DSIB.

Going forward, the industry outlook will depend on how the economic landscape shapes up in light of
policies of the new government. Path of interest rates might emerge as one of the key drivers, while
govemnment’s fiscal needs and desired maturity profile of borrowing will shape the color of bank’s
investment books, in terms of the split between shorter tenor T-Bills and longer tenor PIBs. As existing
stock of PIBs mature and banks build fresh bond positions as and when the opportunity arises, Capital and
Currency markets vibrancy will likely be bigger determinants of market related income for banks for most
part of the year. Furthermore, reinstatement of 4% Super Tax with back dated impact and removal of the
1% p.a. reduction in the same announced earlier, would impact profitability for 2019. The banking sector
has been singled out by the Government by reinstating this levy and exempting other industries.

Government's focus towards reindustrialization and export push carries positive undertones for both foan
growth and trade related fee income but the high interest rate environment will keep banks vary of asset
quality pressures, especially in light of SBP looking to transition to a more conservative and forward looking
provisioning regime in the. near future, .
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* THE BANK'S PERFORMANCE |

The Bank’s performance for 2018 remained impressive as we closed the year delivering sound financial
results.

The highlights of the financial results for 2018 are as follows:

2018 2017
. (Restated)
E Financial Position Rupees in Millions
g Shareholders’ Equity C ' 75,647 65,800
‘ Total Deposits 702,895 644,985
[' Total Assets 1,006,218 998,828
Advances — net 501,636 400,655
Investments — net - 277,660 400,733
2018 2017
. (Restated)
Financial Performance _ Rupees in Millions
Net Interest Income and Nen Markup Income — continued operations 41,791 38,052
Non Markup Expenses — continued operations 24,365 24,963
Provisions and write offs (net) ~ continued operations 588 (616)
Profit before tax — continued operations 16,838 13,705
 Profit after tax 10,625 8,367
Profit after tax ~ continued operations 10,150 8,166
Profit after tax — discontinuing operations 475 201
Basic earnings per share — Rupees 5.99 4.74

Diluted earnings per share - Rupees 5.88 4,72

The bank recorded an impressive growth of 27% in profit after tax despite a challenging operating
environment. The Bank's profit before taxation (from continued operations) for the year stands at Rs.
16.838 Billion as against Rs. 13.705 Billion last year, showing improvement of 22.9%. Profit after tax (from
continued operations) is Rs. 10,150 Billion as against Rs. 8.166 Billion last year, improving by 24.3%. The
total profit after tax of the bank stands at Rs. 10.625 Billion against Rs. 8.367 Billion, improving by 27.0%.
This translates into an EPS of Rs. 5.99 per share (2017: Rs. 4.74 per share).

On the revenue front, net markup income and non markup income from continued operations show
combined growth of 9.83%. The Bank was able to overcome the pressure on net interest income (NII) due
to the maturities of high yielding bonds through growth in overall average earning assets and improved
spreads. Non-funded income stood at Rs. 10.200 billion, an increase of 12.39% over the corresponding
period last year, led by strong growth in foreign exchange income, fee businesses as well as dividend
income.

Total non-mark up expenses (from continued operations) were reported at Rs. 24.365 Billion as against Rs.
24.964 Billion last year, declining by 2.4%. This is after taking an impact of branch expansion and
investment in IT infrastructure, digital channels, deposit protection premium along with inflationary
adjustments and PKR devaluation at the latter part of the year. Excluding the one-offs in 2017 and 2018,
the operating expenses remained flat.
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The bank’s profit from discontinuing operation has increased from Rs. 201,064 miilion to 474.952 million
and includes reversal of provision amounting to Rs. 443.898 million (USD 3.949 mitlion), previously held
against amount blocked in the Bank's Nostro account following settlement of dispute, and release of funds
in favour of the Bank. ' -

The Bank achieved robust growth in its retail and corporate businesses, across lending and deposit-taking.
The Bank’s gross advances portfolio increased impressively by Rs. 100.981 Billion, i.e. 25.20% year on
year. The bank strategy is to acquire high quality credit while maintaining an efficient risk weighted assets
(RWA) profile. The Bank has managed to adequately cover its non-performing advances of Rs. 18.822
Billion. Our NPL ratic has improved to 3.6% as compared to 4.2% last year, and continues to remain one
of the lowest infection ratios in the industry. As at December 2018, the Bank’s provision coverage stands
at 84.39%, These ratios incorporate the impact of subjective provisioning taken by the bank based on
prudence.

We continue to carry a diversified deposit mix on the balance sheet, with improved concentration levels.
This buildup in the core deposit levels positions the Bank ideally to maximize on the yield upside in its net
earnings as interest rates trend upwards. Our focus throughout the year remained on improving our deposit
profile and managing spreads. Total Deposits were reported at Rs. 702.895 Billion as against Rs. 644,985
Billion reported last year mainly led by growth in current accounts by 11.07%, At the year end, our gross
advances to deposits ratio stands at 73.8%, and remains an indicator where Bank maintains a lead in the
industry.

On the investments side, following the significant maturity of PIBs, the investment mix shifted towards
Treasury Bills. Investments (net) have been reported at Rs. 277.660 Billion as against Rs. 400.733 Biliion
reported last year.

As at December 31, 2018, the Bank remains adequately capitalized as outlined in the section on Capital
structure below.

SUBSIDIARIES COMPANIES:

Bank Alfatah posted consolidated profit after tax (PAT) of Rs. 10.991 billion for the year ended December
31, 2018 (2017: Rs. 8.613 bilion). Earnings per share (EPS) was measured at Rs. 6.20 in compariscn to
Rs. 448_8 for the corresponding period last year.

The Bank has 97.91% shareholding in Alfalah Securities (Private) Limited, which is engaged in the business
of stock brokerage, investment consultancy and fund placements. During the year, CLSA 1V Holdings
Limited and Bank Alfalah Limited entered into a strategic partnership in Pakistan that will leverage Alfalah
Securities’ market leading position and CLSA's award-winning research and outstanding client base of global
institutional investors. According to the agreement, CLSA JV and other investors, subseguent to the year-
end have acquired shares in Alfalah Securities by way of right issue diluting the bank’s holding to 62% of
the company. The Bank also has 40.22% shareholding in Alfalah GHP Investment Management Limited,
which is registered as an Asset Management Company and Investment Advisor under the Non-Banking
Finance Companies (Establishment and Regulation) Rules.

Performance of Subsidiaries:

The Asset Under Management {AUMs) of Alfalah GHP Management Limited increased from Rs 25.}59 billion
to Rs 31.12 billion; or up 21% YoY. The industry AUMs of open end mutual funds meanwhile increased
from Rs 546 billion to Rs 552 billion i.e. 1% during the year. The Company has earned gross revenue
amounting to Rs 470 million as compared to Rs 539 million last year. AUMs in high fee earning equity and
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equity related funds declined due'to bearish stock market resulting in pressure on stock funds both from
redemption and revaluation lasses. On the other hand due to high interest rates money market and fixed
income funds became more attractive. The profit after tax amounted to Rs 164 million as compared to Rs
165 million last year. The bottom line remained intact due to cost control on discretionary expenses and
prior year's tax benefit.,

Alfalah Securities earned an operating revenue of PKR 130.801 million as compared to PKR 192.867 million
for the correspanding period. The company posted before and after-tax Ioss of PKR 86.229 million and PKR
99.662 million respectively as compared to before and after-tax profit of PKR 31.043 million and PKR 19.536
million respectively for the corresponding period. The ‘oss per share for the year stood at PKR 3.99 as
compared to profit per share of PKR (.33 for the corresponding period. The main reason for decline in
revenue and earnings were persistent low market volumes at locat bourses and negative sentiment among
the investors throughout the year. The focus of the Company in the upcoming year will be on eamings
growth through capturing market share, as investor sentinment recovers. The partnership with CLSA should
work well to achieve this target.

BONUS SHARES AND DIVIDEND

The Directars have recommended final payment of Cash dividend of Rs. 1,50 per share {15 %) for the year
ended December 31, 2018, subject to approval of the shareholders in the upcoming annual genera!
meeting, bringing the total cash dividend for the year to Rs. 2.50 per share. The Board had earlier declared
and paid interim cash dividend of Rs. 1.00 per share. The Board had aiso declared interim stock dividend
of 10% i.e. 10 shares for every 100 shares held. '

ASSETS HELD FOR SALE

During 2017, i:he Board accorded its in-principle approval and authorised the management of the Bank to
explore the possibility to sell the Afghanistan Operations of the Bank to the potential buyer, subject to

" obtaining alt regulatory approvals, compliance with applicable laws and regulations in the matter.

In Q2 2018, the bank signed a Business Transfer Agreement with the potential buyer for the sale of the
Afghanistan operations and subsequently an application for approval of the transaction was made to the
DA Afghanistan Bank (DAB), the Central Bank in Afghanistan. The DAB has raised some queries on the
application which the Bank and the potential buyers are in the process of responding.

Resultantly, all assets and liabilities and income and expense for the Bank’s Afghanistan Operations are
presented as a separate line items on the balance sheet as Non-Current Assets and Liabilities Held for Sale
and profit after taxation from discontinuing operations respectively, rather than as part of actual line items
under which they were being reported historically. The details have been given in note 2i to the
unconsolidated financial statements.

CREDIT RATING

The Bank has been assigned an Entity Rating of ‘AA+’ {Doubile A Plus) for the long-term and 'A1+' {(A-One
Plus) for the short-term by PACRA, with Outlook assigned as ‘Stabie’. The unsecured subordinated debt
(Term Finance Certificates) of the Bank has been awarded a credit rating of *AA’ {Double A), with Outlook

assigned as ‘Stable”.

Furthermore, JCR-VIS Credit Rating Company Limited (3CR-VIS) also assigned an entity rating of ‘AA+’
(Double A Plus) for the long-term and ‘Al+’ (A-One Plus) for the short-term to the Bank, with Qutiook
assigned as ‘Stable’. The unsecured Tier 1 Capitat (Term Finance Certificate) of the bank has been awarded
a credit rating of *AA- {Double A Minus), with ‘Stable’ Outlook.
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The a:.:-,ig_ned ratings refiect the Bank's diversified operations, healthy financial risk profile, strong sponsors
and gxnstlng market presence. These ratings denote a very low expectation of credit risk, a strong capacity
for timely payment of financial commitments in the long term and the highest capacity for timely repayment
in the short term, respectively.
CORPORATE GOVERNANCE
The Bank is in compliance with the significant requirements of the Listed Companies (Code of Corporate

Gov_ernance) Regutations, 2017, A prescribed statement by the management together with the Auditors’
Review Report thereon is annexed as part of the Annual Report.

The Directors are pleased to give the foliowing statements required under Chapter XIII - Reporting and
Disclosure of the aforementioned Regulations:

1. The total number of directors are nine as per the following:

i. Male: Eight
ii. Fernale: One

2. The compositicn of the board is as foliows:

i.  Independent Directors Three

ii.  Other Non-executive Director : Five
fil. Executive Directors One

3. The Board from time-to-time establishes committees to discharge its responsibilities. For each
board committee, the Board adopts a formal Terms of Reference (ToRs) setting out the matters
relevant to the compaosition, roles, functions, responsibilities and administration. The following
committees have been constituted by the Board:

i.  Board Audit Committee
ii. Board Strategy and Finance Committee
ji.  Board Risk Management Committee
iv.,  Board Human Resource, Remuneration and Nomination Committee
v,  Board Information Technology Committee [new committee formed in 2018}
vi.  Board Compensation Committes

For committees’ members and ToRs, please refer page xx to xx of the Annual Report.

4. The Directors’' fee structure was approved by the members in annual general meeting held on
March 29, 2012, whereas payout is approved on post facto basis every year by the members, as
required by SBP Prudential Regulations. The new Code requires a formal policy which is in the
process of being formulated and shall be in pace in due course. The required disclosure regarding
Directors' fee form part of note 41 of the unconsolidated financial statements.

As a matter of best practice, the Directors are pleased to give the following Statements:

a) The financial statements, prepared by the management, present fairly the state of affairs of the
Bank, the result of its operations, cash flows and changes in equity;
- b) Proper books of accounts of the Bank have been maintained;
¢) Appropriate accounting policies, as stated in the notes to the financial statements have been
consistently applied in preparation of financial statements and accounting estimates are based on
reasonable and prudent judgment;

Page 7 of 12



+

F ul E_‘ - ..;.'

Directors” Report - BAFL

T pms  pew g

o T B

d) Intemational Financial Reporting Standards, as applicable to banks in Pakistan, have been followed
in preparation of financial statements;
€) The system of internal control is sound in design and has been effectively implemented and
monitored;
f) There are no significant doubts about the Bank's abitity to continue as a going concern;
g) There has been no material departure from the best practices of corporate governance;
h) Summarized key operating and financial data of last six years has been presented as part of the
Annual Report;
i) The number of Board and Board Committee meetings held during the year 2018 and the attendance
by each director was as follows:
Sr. | Name of | Board of | Board Board Board Board Risk | Board Board
No | Directors Directors Audit Strategy Human Managem | Informati | Compensa
. Meetings Committe | and Resources | ent on tion
e Meetings | Finance ' Committe | Technolog | Committe
{BAL) Committe | Remunera | e Meetings | y e Meetings
e Meetings ;| tion & [ {(BRMC) Committe | (BCC)
(BS&FC) Nominatio e Meetings
n (BITC)
Committe
e Meetings
(BHR&NC)
No. of Meetings & 7 5 5 5 2 !
held during the
year
1 H.H. Sheikh 5 N/A N/A /A N/A N/A N/A
Nahayan
Mabarak Al
Nahayan
2 Mr. Abdulla 4 N/A N/A N/A N/A N/A N/A
Nasser Hawaileel
Al Mansoori
3 Mr. Abdulla 6 7 5 5 5 2 1
Khalil Al Mutawa
4 Mr. Khalig¢ Mana & 7 5 5 5 2 1
Saeed Al Otaiba
5 Mr.  Efstratios 6 7 5 N/A 3 2 MN/A
Georgios
~__{ Arapogiou
[ Mr. Shehzad 4 4 3 2 3 N/A NJA
Nagvi*
7 Dr. Ayesha 3 4 N/A 3 N/A N/A N7A
Khar*
8 M. Gyorgy 3 N/A N/A 3 N/A 2 N/A
Tamas Ladics*
g Mr, Nauman 6 N/A 5 N/A 5 2 N/A
Ansari
Mr. Kamran Y. 2 3 N/A 2 N/A N/A 1
Mirza (Ex-
Director) **
M. Khalid 1 /A 1 N/A 1 N/A N/A
Qurashi
(Ex-Director) **
*  Directors elected and appointed during the year
**  The directors retiredfresigned during
the year
Page 8 of 12
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j) As.at December 31% 2018, the Bank is compliant in respect of the Director’s training requirement
provided in the Code of Corporate Governance;

k} The pattern of shareholding is attached as part of this annual report;

|} There are no loans, TFCs, sukuks or any other debt instruments in which the Bank is in default or
likely to default; and

m) Trading pattern in the shares of the Bank, by directors, executives, their spouses and minor chiidren
have been disclosed as part of the Annual Report.

RISK MANAGEMENT

During the course of the year, Bank Alfalah continued to further strengthen its risk management framework.
This includes automation, refinement of credit approval process and imptementation of centralized Loan
Origination System for UAE Operations too. Bank has imptemented IFRS 9 in its UAE, Afghanistan and
Bahrain operations.

Owing to its branch-led model, robust credit underwriting criteria and strong collection framework, the
Bank has the maintained lower infection ratio than industry average, while at the same time maintaining a
strong growth trajectery in advances. The Bank was also selected as sample bank by the Regulator under
the D-SIB (Domestically Systematically Important Bank} and it stands complied with enhanced supervisory
requirements. In addition, Bank also completed the quantitative & qualitative impact assessment of IFRS 9
for Pakistan Operations.

Capital Structure of the Bank

The Bank remained a weli-capitalized institution with a capital base welt above the regulatory limits and
Basel capital requirements. The Bank continues with a policy of sufficient profit retention to increase its risk
absorption capacity. Bank's total Capital AdeqUacy Ratio is 14.95% against the requirement of 11.90%
(including capital conservation buffer of 1.90%). Quality of the capital is evident from Bank’s Common
Equity Tier-1 (CET1) to total risk weighted assets ratio which comes to 10.90% against the requirement of
6.00%. Bank has ample cushion in its capital base to meet the Capital Conservation Buffer (CCB) of 2.5 %
of the total RWA, to be maintained in the form of Common Equity Tier 1 by the year end 2019. Bank’s
adequate capitalization also resulted in a leverage ratio of 5.64% which is above the regulatory limit of
3.0%.

Information Security

Information security is a key risk for the financial industry amid growing cyber security threats and events
across the globe. Information security mitigates risks to bank’s technology assets by developing IT security
baselines for IT solutions that support products and services. Additionally, significant developments with
respect to the cyber security action plan took place during the year including further strengthening our
resilience and defence capabilities through monitoring of threats and vulnerabilities via 24/7 Security
Operations Centre.

Compliance Risk .
Bank Alfalah has been committed to enhance its compliance arga across the network including overseas
operations. Compliance and Control Group of the bank comprises three divisions i.e. Compliance, Internal
Control and Fraud Risk Management Unit. Following the global and local regulatory focus on AML/ CFT and
sanctions, the Compliance and Control Group has a major participation in the meetings of Board Audit

Page 9 of 12
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Committee. The committee is monitoring an approved Compliance Action Plan, compliance affairs of local
and overseas operations and matters pertaining to regulatory concerns.

FORWARD LOOKING STATEMENT

2018 has been a rewarding year for us at Bank Alfalah across many spectrums. We continued on our
journey of delivering sustainable and solid financial results. During the year, Bank Alfalah won the ‘Best
SME Bank’ award as well as the 'Best Customer Franchise’ award, for the third year running, at the Pakistan
Banking Awards. These awards are a testament to our continued commitment and dedication towards our
customers and stakeholders. The SME Award is particularly special as SMEs represent one of the most
underserved market segment in the country.

Looking ahead, Bank Alfalah is well positioned for sustainable growth and building long-term shareholder
value. We will continue to invest in Digital Banking, in our technology infrastructure, in human capital and
in strengthening our compliance and controls environment. At the same time, we will continue to focus
on building a low cost deposit base, improving the return on capital on risk assets, optimizing returns from
the banking book and enforcing a strong cost discipline across the bank. Given the significant rise in
interest rates over the last year and the risk of credit headwinds, we wilt continue to follow prudent risk
management practices and manage the ioan book optimally. '

~In line with our mission, we seek to be the preferred bank for our customers and will always look to put

our customers and their needs first. We are also committed to providing the best workplace environment
for our employees by living our values and by enriching the employee experience. To this end, 2013 has
been declared as the ‘Year of Happiness’ at Bank Alfalah. It is uitimately through our employees that we
will be able to achieve our mission.

Uncertainties that could affect the Bank’s resource, revenues and operations

All forward looking statements are, by nature; subject to risks and uncertainties, some beyond control.
Factors that may potentially affect the Bank’s resource, revenues and operations are:

- Decisions on Discount Rate / Monetary policy; -

- Revisions to rate of returns on deposits;

- Geo-Political risks and uncertainties across the geography that we operate in;
- Law and Order situation;

- Local Government rules and regulations;

- Inflation, fuel and general commaodity prices; and

- Corporate taxation measures.

The bank’s Risk Management Group performs stress testing against various pre-determined scenarios to
analyse potential losses and fo determine whether the bank has enough capital to withstand the impact of
adverse economic developments. The results of such tests has showed that the bank has adequate capital,
liquidity and profitability to bear such losses.

INTERNAL CONTROLS -
The Board considers Sound Control Framework as a key to sustainable growth and vehicle for Value

Creation. In accordance with Board Vision and in line with SBP & SECP guidelines, the Management has
been continuously striving for implementing a Comprehensive Governance & Control Framework to ensure

Page 10 of 12
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efficiency and effectiveness of operations, compliance with legal requirements and reliability of financial
reporting. Adequate systems, processes and controls have been put in place to identify and mitigate the
risk of failure to achieve the overall objectives of the Bank.

The Bank has a dedicated Internal Controt Division, which, through its reqular onsite field visits & offsite
thematic reviews facilitates the management in timely identification and resolution of the key control /
compliance risk exposures, which can affect bank adversely. The ICD helps management to ensure that
the Bank's Operations are carried out as per the defined procedures; transactions are recorded on timely
manner; financial and management reporting is accurate, reliable and complete; and that the Bank is
compliant with the applicable laws, Reguilations and Policies. Showing commitment to culture focusing on
controls improvement, in 2018, under the guidance of Board, ICD also introduced a Comprehensive Grading
Framework for identification & quantification of different types of control risk exposures, which would help
management in developing strategies to mitigate those control gaps with focused & targeted
approach. Besides ICD, Compliance Division & Risk Management Division are also integral part of BAFL

* Control Framework, helping the management in improving controls.

Existing policies and procedures are reviewed on a regular basis and improved from time to time, when
required. The Board has constituted its sub committees for oversight of the overali Risk Management
framework, Finance and Strategy, which meef at regular intervals to ensure adequacy of governance,

Board also obtains regular independent opinion over control health of the bank through an independent &
well-functioning Audit & Inspection Setup, which is reporting to Board through Board Audit Committee.
Remedial Actions are advised and followed up for implementation against the contrel breaches by Board

- Audit Committee as well,

The Board endorses the management’s evaluation on effectiveness of the overall internal controls, including
ICFR, as detailed in the Statement of Internal Controls.

CORPORATE SOCIAL RESPONSIBILITY

At Bank Alfalah, we believe that our success and the success of our customers go hand-in-hand. We aim
to conduct business by creating shared values for all our stakeholders. Corporate Social Responsibility is
an instrument of positive change and continues to be one of the most important aspects of our business.

We are firm in our commitment to operate within an ethical framework, while contributing to socio-
economic development. As we continue to build responsible business practices across the bank, we ensure
that we capture every opportunity deepening the impact of our Corporate Social Responsibility and
philanthropic footprint. During the year, the Bank has paid charitable donation amounting to Rs. 36.594
million to different educational and charitable institutions, including Rs. 8.650 million to Supreme Court
Diamer Bhasha And Mohmand Dam Fund. The staff of the bank has also contributed their one day salary
toward the Dam Fund.

As a bank we are focused on energy conservation initiatives and providing sustainable finance. We work to
improve the communities around us, especially within the health and education sectors. Please refer the

Sustainability section for more information

Page 11 of 12
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EXTERNAL AUDIT

Based on the consent received from the Bank’s existing auditors M/s EY Ford Rhodes & Co., Chartered
Accountants, to continue to act as auditors of the Bank, if so appointed. The Audit Committee has suggested
their name to be appointed as external auditors of the Bank for the next year.

The firm of auditors have confirmed that they have been given a satisfactory rating under the Quality
Control Review program of the Institute of Chartered Accountants of Pakistan, and that the firm and all
their partners are compliant with the International Federation of Accountants' {IFAC) Guidelines on Code
of Ethics, as adopted by the Institute of Chartered Accountants of Pakistan, and meet the requirements for
appointment under all applicable laws.

ACKNOWLEDGEMENT

On behalf of the Board, we wouid once again like to thank the State Bank of Pakistan, the Securities and
Exchange Commission of Pakistan, the Ministry of Finance and other regulatory authorities for their
continugus guidance and support. At the same time, we would like to express our gratitude to our
shareholders, our customers, business partners and the Bank’s staff for their continued patronage,

Our values are to put our customers and their needs front and center, to achieve good results but to do so
in a way that treats alt of our stakeholders — employees, customers, regulators and shareholders - in a fair
and transparent way. This we beiieve is the RIGHT WAY ang will continue to govern our actions.

We expect the Pakistan economy to show reasonable growth in 2019, heiped by recovering consumer
confidence, improving investment environment and trade. We look forward to seeing 2019 as a prosperous
year for Pakistan and Bank Aifalah.

r\
,""' . ’/’ ’-:::.#7
(Ui Aot == /
Nauman Ansari e SI'Ehzid Nagqvi
Prasident and Chief Executive Officer /Birector
Bank alfalah
21st February, 2019
Abu Dhabi
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UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018




AC/AAR/324/19
10 February 2019

The Board of Directors

Bank Alfalah Limited (the Bank)
B.A. Building, I.l. Chundrigar Road
Karachi, Pakistan.

Dear Sirs

DRAFT FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

We are pieased to enclose five copies of the draft financial statements of the Bank for the above year,
together with our draft audit report thereon to the members initialed by us only for identification
purposes. We understand that the enclosed financial statements have been endorsed by the Chief
Executive Officer and Chief Financial Officer of the Bank for consideration and approval by the Board.

1.

We shall be pleased to sign and issue our audit report after:

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

b) the Board has specifically approved the items listed in Annexure ‘A’ of this letter;

¢) we have received representation letter duly signed by the Chief Executive and Chief Financial
Qfficer of the Bank; and

d) we have received the draft annual report of the Bank containing financial and non-financial
information that will be published along with the financial statements which is required to be
reviewed by us in terms of the requirements of International Standard on Auditing 720 * Other
Information in Documents Containing Audited Financial Statements”.

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

The responsibilities of the. independent auditors in respect of statutory audit of Financial
Statements are stipulated in Section 249 of the Companies Act, 2017, Section 35 of the Banking
Companies Ordinance, 1962 and International Standards on Auditing.

While the auditors are responsible for forming and expressing their opinion on the financial
statements, the responsibility for preparation and presentation of such financial statements is

primarily that .of the Bank's management. The management’s responsibilities include the

maintenance of adequate accounting records and internal controls, the selection and application
of accounting policies, safeguarding of the assets of the Bank and prevention and detection of
frauds and irreqularities. The audit of the financial statements does not relieve the management
of its responsibilities. Accordingly, our audit of financial statements should not be relied upon to

disclose all errors or irreguiarities which are not material in relation to the financial statements
taken as whole.
Er—



L_’__;

.

3.1

3.2

4.1

2

REVISED CONTENT OF THE INDEPENDENT AUDITOR'S REPORT AS PER SECURITIES AND
EXCHANGE COMMISSION OF PAKISTAN (SECP) REGULATIONS : .

In January 2015, the International Auditing and Assurance Standards Board (IAASB) issued
revised set of auditing standards dealing with the auditors reporting requirements. These new
reporting requirements have been adopted by the SECP in its requlations on auditors reporting
obligations issued in April 2018. While these changes have resulted in various enhancements in
the content of the auditor’s report, the most significant change is the requirement to communicate
key audit matters as part of the auditor's report. Accordingly, our audit report on the financial
statements of the current year (as enclosed with this letter) has been prepared in line with the new
requirements and include the following key audit matters:

PROVISION AGAINST NON PERFORMING CREDIT EXPOSURE

The Bank's credit portfolios inciude loans and advances, and non-funded credit facilities. The credit
portfolio is spread across various domestic branches and overseas operations.

As per the Bank's accounting policy (refer note 4.5 to the financial statements), the Bank
determines provisions against non-performing financing exposures in accordance with the
requirements of Prudential Regulations of State Bank of Pakistan (SBP) in respect of potential
credit losses in the portfolio. Such regulations require specific provisioning against loan losses on
the basis of an age based criteria which should be supplemented by a subjective evaluation of
Bank's credit portfolio. The determination of 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 realizability of collateral held by the Bank. In view of the significance of this area in
terms of its impact on the financial statements and the level of involvement of management's
judgment, we identified adequacy and completeness of loan loss provision as a significant area of
audit judgment and a key audit matter,

PREPARATION OF FINANCIAL STATEMENTS UNDER BPRD CIRCULAR NO.02 OF 2018

Asreferred to in note 4.1.1 to the financial statements, State bank of Pakistan (SBP) vide its BPRD

circular no. 02 of 2018, (the circular) revised the statutory forms of the annual financial
statements of banks effective from the year ended 31 December 2018.

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

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
resulting from the transition to the new reporting requirements,

SIGNIFICANT MATTERS

We would like to draw attention of the Board to the following matters:

AFGHANISTAN QPERATIONS

The Board of Director's in their meeting held on 17 August 2017 accorded its in-principal approval
and authorized the management to explore the possibility to sell the Afghanistan Operations (the
Operations) of the Bank to a potential buyer, subject to obtaining all regulatory approvals,
compliance with applicable laws and regulations. Accordingly, in the financial statements of the
Bank for the year ended 31 December 2017, the Operations were classified as Assets and liabilities
held for sale under IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations”

e
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Subsequently, on 25 February 2018, the Board of Director's in their meeting passed a resolution

- for sale of the Bank's operations located in Afghanistan to the Azizi Bank (the Purchaser) and Mr.

Mirwais Aziz (the Contributor),

A business transfer agreement to this effect was signed on 14 May 2018 between Azizi Bank and
the Bank. However, the transfer of the assets and liabilities forming the business is conditional

‘upon approval from DA Afghanistan Bank and the Ministry of Finance which is still pending. We

have been informed that recently, the DA Afghanistan Bank has raised certain queries, however,
the management and the purchaser are following up with the DA Afghanistan Bank for approval on
a regular basis.

IFRS 5 reguires that on the date of classification, the sale should be expected to qualify for
recognition as a completed sale within one year. However, events or circumstances may extend
the period to complete the sale beyond one year. Further, an extension of the period required to
complete a sale does not preciude an asset from being classified as held for sale if the delay is
caused by events or circumstances beyond the entity's control and there is sufficient evidence
that the entity remains committed to its plan to sell the asset.

We have been given to understand by the management, that due to circumstances beyond the
control of the Bank, the sale has not been concluded, however, the Bank remains committed to its
plan to sell the Operations. Accordingly, as disclosed in note 21 to the financial statements, the
assets and liabilities of the Operations continue to be classified as held for sale in the financial
statements of the Bank for the year ended 31 December 2018,

INTERNATIONAL FINANCIAL REPCRTING STANDARD (IFRS) 9 - FINANCIAL INSTRUMENTS

Local Cperations

During the year, SBP issued letter No. BPRD/RPD/2018 - 7837 on 'IFRS 9: Readiness Assessment
and Quantitative impact Assessment” dated 10 April 2018 which required the Bank to perform a

guantitative impact analysis of IFRS 9 "Financial Instruments" as of 31 December 2017. This -

assessment is required to be reviewed by the statutory auditors as well.

The aforesaid assessment have been recently submitted to the State Bank of Pakistan in draft
form which inter-alia among other matters highlighted major gaps due to absence of data which
would result in difficulties in the future implementation of IFRS 9.

We recommend that management should start a detailed implementation plan of IFRS 2 for the
Bank's financial instruments. Significant efforts will be required to implement the standard. An
analysis of existing information system and availability of data should be assessed to determine
whether changes in existing information system are required to gather such information and data
required to meet new ECL and disclosures requirements of IFRS 9,

Overseas Operations

As disclosed in note 4.1.3 to the unconsolidated financial statements, during the current year, the
Bank's Bahrain, Afghanistan and UAE Operations have, in line with their respective locally
applicable regulatory frameworks, adopted IFRS 9 ‘Financial Instruments’ as issued by the
International Accounting Standards Board (IASB) in July 2014, In order to ensure compliance with
the regulatory framework in these countries, the expected credit loss charge arising as a result of

adoption of IFRS 9 has been retained as a general provision in these unconsolidated financial
statements,
£7 -
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As permitted by the transitional provisions of IFRS 9, the Bank elected not to restate comparative
figures. Any adjustments to the carrying amounts of financial assets and Habilities at the date of
transition were recognised in the opening retained earnings of the current year.

The adoption of this standard by the overseas branches have resulted in additional net of tax
provisioning requirement of Rs. 81.596 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. 21.264 million
has been booked in profit and loss statement of overseas operations, in respect of current year.

5. OUTSTANDING CONFIRMATIONS
We have not received responses to our requests for information from:

» various correspondent banks regarding confirmations of outstanding balances at the year-end;
and

» Certain leqal advisors of the Bank regarding information relating to litigations, existing or
anticipated, at the year-end or arising subsequent thereto involving the Bank,

We have provided a list of all such outstanding confirmations to the management for follow up. We
have, however, performed alternative audit procedures in relation to the relevant audit areas and
have also been represented by the management that no significant liahility is likety to arise from

in respect of the matters being handled by the legal advisors who have not responded to our
request for information till date.

6. CONTINGENCIES AND COMM{TMENTS AND RELATED PARTY TRANSACTIONS
‘We have been informed by the management that there were no contingencies and commitments
and transactions with the related parties during the year other than those disclosed in the

unconsolidated financial statements.

7. MANAGEMENT LETTER
This letter contains our communication to the Board on significant matters relating to the financial
statements, however, we also expect to provide you in the due course a separate management
letter containing our observations and recommendations on internal controls and related matters.

We place oh record our appreciation of the co-operation and courtesy extended to us by the management
during the course of our review,

Yours faithfully
]’/ e £3—=\
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Annexure ‘A’
Page 1 of 1

BANK ALFALAH LIMITED

AUDIT OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

(to be read with our letter reference AC/AAR/324/19 dated 10 February 2019)

\
BOARD OF DIRECTORS' APPROVAL

Before issuing our review report, we require the following items to be considered and specificaily

approved by the Board:;

(Rupees in
thousand)
- Additions to operating fixed assets - at cost 1,307,248
- Proceeds from disposal of fixed assets (having cost of Rs. 705,101 thousand
and book value of Rs. 309,998 thousand) 445,792
- Net deferred tax liabilities at year end 2,070,702
- Provision for diminution in value of investment - net charge 1,423,999
- Reversal of provision against non-performing loans amounting to Rs.
2,898,550 thousand net of provision of Rs. 3,277,271 thousand 378,721
- Write offs during the vear against ioans 239,269
- Taxation
Current 7,219,414
Prior (229,453)
Deferred : (302,474)
- Netincrease in investment in held-for-trading securities 24,760,040
- Net decrease in investment in available-for-saie securities 142,586,169
- Net decrease in investment in held-to-maturity securities 1,227,241
- Reversal of provision against other assets amounting to Rs. 10,348
thousand net of provision of Rs, 421,760 thousand 411,412

- Change in accounting policy as disclosed in note 4.1 to the unconsolidated -
financial statements,

- Transactions with related parties as disclosed in note 45 to the
unconsolidated financial statements
-
‘,i—-"‘



INDEPENDENT AUDITORS' REPORT
To the members of Bank Alfalah Limited
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed unconsolidated financial statements of Bank Alfalah Limited (the Bank),
which comprise the unconsolidated statement of financial position as at 31 December 2018, and the
unconsolidated profit and loss account, the unconsolidated statement of comprehensive income, the
unconsolidated statement of changes in equity and the unconsolidatéd c¢ash flows statement for

the year then ended, notes to the financial statements, including a summary of significant accounting
poficies and other explanatory information in which are incorporated unaudited certified returns
received from the branches except for 60 branches which have been audited by us and we state that
we have obtained all the information and explanations which, to the best of our knowiedge and belief,
were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
unconsolidated statement of financial position, unconsolidated statement of profit and loss and the
unconsolidated statement of comprehensive income, unconsotidated statement of changes in equity
and uncensolidated cash flow statement together with the notes forming part thereof conform with
the accounting and reporting standards as applicable in Pakistan, and give the information required
by the Banking Companies Ordinance, 1962 and the Companies Act, 2017(XIX of 2017), in the
manner 50 required and respectively give a true and fair view of the state of the Bank's affairs as at
31 December 2018 and of the profit or loss and other comprehensive income or loss or the
comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current periocd. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.

[ P p ,[X/{' //)/
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Following are the key audit matters:
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rov!slonainst Non Performing Credit Exposure

The Bank's credit portfolios include loans
and advances, and non-funded credit
facilities. The credit portfolio is spread across
various domestic branches and overseas
operations.

As per the Bank's accounting policy (refer note
4.5 to the financial statements), the Bank
periodically assess the adequacy of its
provisions .

against 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 hased criteria
which should be supplemented by a subjective
evaluation of Bank'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
realizability of collateral held by the Bank.

In view of the significance of this area in
terms of its impact on the financial

statements and the level of involvement
of management's judgment, we identified
adequacy and completeness of loan

loss provision as a significant area of audit
judgment and a key audit matter.

We applied a range of audit procedures
including the following:

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

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

- In addition, we selected a representative
sample of 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 heid by the
bank and status of litigation, if any, with the
borrower;

- Based on the said credit reviews, we
identified and discussed with the management
the loan accounts where the credit risk appear to
have increased. We reviewed the adeguacy of
provisions against such accounts on the basis of
our independent objective evaluation of the risk

‘mitigating factors that exist in such cases;

- We also assessed adeguacy of disclosures
as incfuded in note 9.4 and 9.5 to the financial
statements regarding the non-performing
oans  and provisions made for the same in
the financial statements in accordance with the
requirements of the applicable financial reporting
framework.

L/(/? }4/
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- _Preparation of Financial Statements under BPRD Circular No.02 OF 2018
As referred to in note 4.1.1 to the financial - We assessed the procedures applied by
statements, State bank of Pakistan (SBP) vide the management for identification of the changes
its BPRD circular no. 02 of 2018, (the circular) reguired in the financial statements due to the
revised the statutory forms of the annuat application of the revised forms for the
financial statements of banks effective from the |preparation of such financial statements.

yvear ended 31 December 2018, :

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

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

The above changes and enhancements in the - We considered the adequacy  and
financial statements are considered important |®PPropriateness of the additional disclosures and

-and a key audit matter because of the volume and | €h3nges in the presentation of the financial
significance of the changes in the financial |Statements based on the requirements of the

statements resulting from the transition to the | Statutory forms.
new reporting reguirements.

Information Other than the Financial Statements and-Audltors’ Report Thereon

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

' t_hereon.

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

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

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

- Management is responsible for the preparation and fair presentation of the financial statements in

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

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

The Board of directors is responsible for overseeing the Bank's financial reporting process.

- Auditor's Responsibilities for the Audit of the Financial Statements

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

 ldentify and assess the risks of material misstatement of the 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.

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

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

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

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

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

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

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 preciudes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication,

Report on Other Legal and Regulatory Requirements

1. -Based on our audit, we further report that in our apinion:

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

b) the statement of financial position, the statement of profit or loss and other comprehensive
income or the statement of comprehensive income, statement of changes in equity and
statement of cash flows (together with the notes thereon have been drawn up in conformity
with the Banking Companies Ordinance, 1962 and the Companies Act, 2017(XIX of 2017) and
are in agreement with the books of account and returns

oy
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'c)' investments made, expenditure incurred and quarantees extended during the year were in
~accordance with the objects and powers of the Bank and the transactions of the Bank which
have come to our notice have been within the powers of the Bank; and

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

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

Other Matters:

The financial statements of the Bank 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.

o o
Chartered Accountants !
Place: Karachi

Date:
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BANK ALFALAH LIMITED

UNCONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2018

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
lnvestments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

Assets held for sale

LIABILITIES _ o

Bills payable

Borrowings

Deposits and other accounts

Liabilities against assets subject to finance lease
Subordinated debt -

Deferred tax liabilities

Other liabilities ,
Liabilities directly associated with the assets held for sale

NET ASSETS
REPRESENTED BY
Share capital
Reserves

Surplus / (deficit) on revaluation of assets
Unappropriated profit

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 50 and annexures | to It form an integral part of these unconsalidated financial statements.
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Note

13
14
15

16
17

18
21

19

20

22

2018 2017 2016
Restated Restated
{Rupees in '000)
82,407,700 70,381,435 74,074,384 |

3,874,955 3,753,554 9,373,123
62,172,287 48,895,828 30,149,029
277,660,403 400,733,286 389,092,637
501,636,452 400,655,424 378,720,349
18,272,215 16,165,727 16,476,271
1,283,516 1,472,270 1,656,996
35,320,826 29,958,201 30,105,955

23,589,489 26,821,724 -
1,006,217,843 998,827,939 529,645,744
35,988,225 20,882,970 19,091,201
123,738,241 207,193,686 178,311,035
702,895,280 644,984,967 634,740,043
11,989,000 4,991,000 8,317,670
2,070,702 3,153,750 2,650,428
33,454,124 27,062,729 26,410,605

20,435,396 24,759,096 -
930,570,968 933,028,198 869,520,982
75,646,875 65,799,741 60,124,762
17,743,629 16,075,720 15,952,076
23,050,754 18,156,669 15,895,652
7,382,950 7,285,248 10,969,713
27,469,542 24,282,104 17,307,321
75,646,875 65,799,741 60,124,762
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President & Chief Executive Officer

Chief Finangcial Officer _

Director
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Mark-up/Return/interest Earned
Mark-up/Return/Interest Expensed
Net Mark-up/ interest Income ‘

NON MARK-UP{INTEREST INCOME

Fee and Commissicn Income
Dividend income

Foreign Exchange Income

fncome / (loss) from derivatives
Gain / (Loss) on securities

Other Incame _
Tota! non-markupf/interest Income

Total Income
NON MARK-UP/INTEREST EXPENSES

Operating expenses

Workers Welfare Fund

Other charges

Total non-markup/interest expenses

Profit Jefore 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

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 notes 1 to 50 and annexures ! 1o It form an integral part of these unconsclidated fi
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- BANK ALFALAH LIMITED _
: UNCONSOLIDATED PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED DECEMBER 31, 2018

Note

24
25

26

27
28

29
30
31

32

33

21

34
35

2018 2017
Restated
------ --{Rupees in 000)-----man
59,318,342 56,175,501
27,727,287 27,199,316
31,591,055 28,976,185
6,291,672 6,013,008
576,034 480,319
2,168,533 1,442,886
{20,542} {58,808)
992,888 1,134,122
191,773 84,654
10,200,358 9,076,079
41,791,413 38,052,264
23,966,756 24,671,927
392,088 258,875
6,430 32,727
24,365,275 24,963,529
17,426,138 13,088,735
588,383 (616,430)
16,837,755 13,705,165
6,687,487 5,538,933
10,150,268 8,166,232
474,952 201,064
10,625,220 8,367,256
Rupees
5.99 474
5.98 472
5.72 462
572 4.61

President & Chief Executive Officer Chiéf Financial Officer

Director Director




BANK ALFALAH LIMITED
UNCONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2018

2018 - = 2017
Restated

Profit after taxation o 10,625,220 8,367,296

Other comprehensive income

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

Effect of translation of net investment in foreign branches ' 2,974,642 492,787
Movement in surplus / (deficit) on revaluation of investments - net of tax (2,591,788) {3,707,865)

i

|
E
=
)
o
@
"]
3
b=
[=]
2

382,854 {3.215,078)

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

Remeasurement gain / (loss) on defined benefit abligations - net of tax 126,157 247,149

Movement in surplus on revaluation of operating fixed assets - net of tax 2,663,884 | 51,232

Movement in surplus on revaluation of non-banking assets - net of tax 25,608 5,965

' _ 2,815,647 304,346
Total comprehensive income - 13,823,721 5,456,564
D The annexed notes 1 to 50 and annexures | to IIl form an integral part of these unconsolidated fi ia| statements.
] - o
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B : . BANK ALFALAM LIMITED
UNCONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2018
™ ) Capltai Resarvey Ravenuw Rzsarvas Surplus/{Dafict) on revaluation
© Resarve for Employes share
Shery ixaug of Shars  EXShange Statutory aption Fixad /Non  Unappropriated Total
cApHa) ranshiiion g Invaatiants Banking profit
bonus premium redarve compansition
asarve Assuis
sharas reserve
Py : * {Rupsrs In 000}
Bal un ut O bar 31, 2016 as pravi y reported 15,852,078 - 4417126 1,584020 9,720,888 173820 243,383 4,598,153 17,337 458 50124 762
Effect of change In accounting policy - nola 4.1 . - - : - - - 30,137 20,137 -
- Balance as at January 1, 2017 (Rastatad) 15,952,076 - 147128 1,584,020 8,720,888 173,820 534233 4,626,330 17307221 80,124,762
Profit after laxation - - - - - - - - 8.387.296 8,367,298
Othar comprehensive income - nat of tax - . . 492,787 . - [3.707.885) £7.197 247149 (2910733
Traneter to sistutory ressrve - - - - 1,673,459 - - - [1.673,.458) .
L. Transtar from surplus on revaluation of .
assaty 10 unappropriated profit - nel of tax - - T - - . . . 33,797 aa.787
Transactions with ownars, rcorded diractly in equity . .
Sharss ssyed during the year 122,644 - 8,078 - - - - - - 191,722
Racognitian of tair valua charge of ahare bassd paymants - nole 40 - . - . - - - 26,683 - - - 26,691
Teansfer lo Share Promium an [ssuanee of shares undar Stock
Optlan Scheme ) - - 127,787 - . {12,787 - - - -
Cpening Balance January 1, 2013 16,075 710 - 4,613,991 2,076,307 11,394,345 7lnze 1435518 4,549,730 24,282,104 65,799,741
Effact of changs In aceounting policy - nota 4.1 - . - - - . - - {81,506) [a1,5%9)
Reslaled opaning bulancas as al January (1, 2018 undar IFRS B 16,075,720 - - 4812801 2078 807 11,394 45 72,526 2635518 4,849,730 24,200,508  B5.T18,145
Profit akar taxation - - B - - - - - - 10,625,220 10625220
U Ciher comprahensive incoma - net of tax - - - 2,874,642 - - (2.581,748) 2.723 389 128,157 2,232,400
Transfer to statitory resarve - - - 1878770 - - - {1,678.770) -
Transfer fram surplua on ievaluation of X
U 231612 15 nappropriated profit - nal of tax - . - - ' . - - {22,898) 33,899
Transacilons with owners, recarded diractly in ¢quity
»
4 Final cash dividend %or the year endad Decernbar 31, 2017 m15% - - - _ - ) - - - - 2.411358)  {2.411,358)
! interim cash dividend for the half ysar anded Juns 30, 2018 @10% . B - . - - - - {1.613.057)  11.613.057
Shares issued undar stock oplion schenme during the parod 54,852 - 21637 - - - - - - 82,468
Transfar i resorva for issus of bonus shares - 1,812,057 - - - - - - {1.613,05T) -
Shares igsued during Ine year 1813057 (1,813,057 ) - - . - . - . .
af et pl ioh #xpansa - note 40 - - - . - 13,036 - - . 13.038
Transfar of Shara Frantium on lssuance aof shares under Employss - - | 54 872 - - 154,972) - .
Balanca a5 at Decembar 31, 2012 LT SOEEN S0ST 2a2ra118 ———2R  TTAS542 TSGAEEN

oo

Tha annsxad nalay 110 50 and annoxures | 1o {1l form an Inlegeal part of those
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a _ BANK ALFALAH LIMITED
) UNCONSOLIDATED CASH FLOW STATEMENTYT
FOR THE YEAR ENDED DECEMBER 31, 2018
o
Note 2018 2017
Restated
- e -—-{Rupees in 000)---=ms-n-
CASH FLOWS FROM OPERATING ACTIVITIES .
Profit before taxation from continuing operations 16,837,755 13,705,165
Profit before taxation from discontinuing operations 780,500 339,819
- Dividend income (576,034) (460,319)
. 17,042,221 13,584,665
). Adjustments
Depreciation 1,718,405 - 1,819,620
™ Amaortisation 488,400 446,135
Provisions and write offs - net 588,383 (616,430)
! Unrealised loss / {gain) on revaluation of investments
classified as held for trading - net 42,406 7,351
Gain on sale of ocperating fixed assets - net {135,754) (11,655}
Charge for defined benefit plan 185,753 250,153
2,887,553 1,895,174
s : 19,929,774 15,479,838
E (Increase) / decrease in operating assets
i Lendings to financial institutions (18,366,107) (3,797,453)
Held for trading securities (24,767,391) (7.376,398)
" Advances (100,850,303) (22,609,576}
- Qther assets (excludlng advance taxation) {3,510,739) (14,228,013}
: _ {147,494,540) (48,011,438)
Increase / (decrease} in operating liabilities .
Bilis payable 15,105,255 (416,549)
D Borrowings {83,432,878) 26,942,423
Deposits 57,910,313 36,952,995
Cther liabilities (excluding current taxation) 999,738 4,647 528
[] ' (9,417,572} 68,126,397
(136,982,338) 35,594,798
Contribution made to gratmty fund {185,753) {250,153)
. Income tax paid (5,301,420) (5,037,257)
-  Net cash generated from / (used in) operating activitles {142,469,511) 30,307,388
CASH FLOWS FROM INVESTING ACTIVITIES
Net investments in available-for-sale securities 142,542,537 (23,774,461)
Net investments in held-to-maturity securities 1,227,241 1,541,800
Investment in subsidiaries / associated companies - (769,230}
Disposal of Investment in subsidiaries / associated companies - 1,280,627
Dividends received 587,158 488,730
@ " Investments in operating fixed assets (1,307,248) {1,850,956)
Proceed from sale proceeds of fixed assets 445,792 90,208
Net cash (used in) / generated from investing actlvities 143,495,480 (22,993,182)
: CASH FLOWS FROM FINANCING ACTIVITIES
Issuance / (redemption) of sub- ordlnated debt 6,998,000 (3.326,670)
Issue of share capital 82,489 191,722
U Dividend paid {4,000,915) (1,931)
Net cash used in financing activities 3,079,574 (3,136,879)
Effect of translation of net investment in foreign branches 2,974,642 492 787
U Increase / {decrease) in cash and cash equlvalents 7,080,185 4,670,114
Cash and cash equivalent$ at beginning of the year 99,526,939 90,124,073
_ Effects of exchange rate changes on cash and cash’equivalents (6,105,728) (1,372,976)
: | [ o 93,421,211 88,751,097
Cash and cash equivalents at end of the year 36 100,501,386 93,421,211

The annexed notes 1 to 50 and annexures | to 11l form an integral part of these unconsolidatéd financial\statements
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: BANK ALFALAH LIMITED
NOTES TG AND FORMING PART OF THE UNCONSOLIDATED FINANCIAL STATEMENTS
FCR THE YEAR ENDED DECEMBER 31, 2018

STATUS AND NATURE OF BUSINESS

Bank Alfalah Limited (the Bank) is a banking company incorporated in Pakistan on June 21, 1992 as a public limited
company. it commenced its banking operations on Navember 1, 1992. The Bank's registered office is located at B. A.
Buitding, |. ). Chundrigar Road, Karachi and 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 (2017: 475 branches including 22 sub branches), 10 overseas branches (2017: 10
branches), 152 Islamic banking branches including 1 sub branch (2017: 152 branches) and 1 offshore banking unit (2017; 1

- unit).

BASIS OF PRESENTATION
STATEMENT OF COMPLIANCE

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

International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (!ASB) as are
notified under Companies Act 2017. '

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

Provisions of and directives issued under the Banking Companies Ordinance, 1962 and the Companies Act, 2017.
Directives issued by the State Bank of Pakistan (SBP) and the Securities and Exchange Commission of Pakistan (SECP)

Whenever the requirements of the Banking Companies Ordinance, 1962, Companies Act, 2017 or the directives issued by
the SBP and the SECP differ 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 International Accounting Standard (JAS) 39, 'Financial Instruments: Recognition
and Measurement’ and International Accounting Standard (fAS) 40, 'Investment Property' for banking companies through
BSD Circular Letter No. 10 dated August 26, 2002 till further instructions. Further, the SECP has deferred the applicability of
International Financial Reporting Standard (IFRS) 7, 'Financial Instruments: Disclosures' on banks through its notification
S.R.O 411(1)/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 through BPRD
Circutar No. 04 of 2015 dated February 25, 2015 has deferred applicability of Islamic 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 for Institutions offering lslamic Financial Services (IIFS). Accordingly, the requirements of these

standards have not been considered in the preparation of these unconsolidated financial statements.

These unconsolidated financial statements represent separate financial statements of Bank Alfalah Limited in which

investment in subsidiaries and associates are accounted for on the basis of direct equity interest rather than on the basis of
reported results.

Key financial figures of the tslamic Banking branches are disclosed in Annexure il to the unconsolidated financial
statements. B

Standards, interpretations of and amendments to published approved accounting standards that are effective in the
current year,

' There are cerain new and amended standards, interpretations and amendments that are mandatory for the Bank'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 Bank's operations and therefore not detailed in these unconsolidﬁt/ed financial statements.
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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
periads beginning on or after January 01, 2019;

Standard, Interpretation or Amendment Effective date (annual
periods beginning on or
after)
IFRS 3 - Definition of a Business (Amendments) January 01, 2020
IFRS 9 - Financial Instruments: Classification and Measurement July 01, 2018

IFRS 9 - Prepayment Features with Negative Compensatian -

(Amendments) ' January 01, 2019

IFRS 10 Consolidated Financial Statements and IAS 28 Investment
in Associates and Joint Ventures - Sale or Contribution of Assets

between an Investor and its Asscciate or Joint Venture {Amendment) Not yet finalized
IFRS 15 — Revenue from Contracts with Customers ' July 61, 2018
IFRS 16 - Leases . January 01, 2019
IFRIC 23 - Uncertainty over Income Tax Tre'atments. : January 01, 2019
IAS 1/1AS 8 ~ Definition of Materiai — Amendments 1o IAS 1 and IAS 8 January 01, 2020
IAS 19 ~ Plan Amendment, Curtailment or Settlement (Amendments) January 11, 2019

IAS 28 ~ Long-term Interests in Associates and Joint Ventures ~
(Amendments) . January 01, 2019

The above standards, amendments and interpretations are not expecied to have any material impact on the Bank's
financial statements in the period of initial application, other than IFRS 8 and IFRS 18. With regard to IFRS 9, the Bank
considers that as the Prudential Regulations and other SBP directives currently provide the accounting framework for
the measurement and valuation of investments and provision against non performing loans and advances, the
implementation of IFRS 9 may require changes in the regulatory regime. Therefore, the Bank expects that the SBP
would issue suitable guidance and instruction on the application of IFRS 9 for the banking sector of Pakistan. With
regard to IFRS 16, the Bank is currently evaluating the impact of application of IFRS 16 on its financial statements.

There are certain new and amended standards and interpretations that are mandatory for the Bank'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 Bank’s operations and are therefore not detailed in these financial statements,

In addition to the above standards and amendments, improvements to varisus accounting standards have alsa been
issued by the IASB in December 2017. Such improvements are generally effective for accounting periods beginning on

or after 31 January 2019, The Bank expects that such improvements to the standards will not have any impact on the
Bank's financial statements in the period of initial application.

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

IASB Effective date (annual

Standard periods beginning on or after)
IFRS 14 — Regulatory Deferral Accounts January 01, 2016
IFRS 17 - Insurance Contracts January 01, 2021

L»\H



24 Critléal accounting estimates and judgments

The preparation of these unconsolidated 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 liabilities and income and expenses as well as in the disclosure of contingent liabilities. It 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 pericd, or in the period of revision
and in future periods if the revision affects both current and future periods.

Significant accounting estimates and areas where judgéments 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)
i) classification and provisioning against non-performing loans and advances (notes 4.5 and 1)}
- it} 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, 4.8.5, 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)

3 BASIS OF MEASUREMENT

3.1  Accounting convention

These unconsalidated 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. '

3.2 Functional and Presentation Currency

These unconsolidated financial statements are presented in Pakistani Rupees, which is the Bank's functional and
presentation currency. : :

The amounts are rounded off to the nearest thousand rupees except as stated otherwise.

4 . SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these unconsolidated financial statements are consistent with
those of previous financial year except as disclosed below in note 4.1.

4.1 Changes in accounting policies

Change in reporting format

=3
»
-
—

The SBP vide BPRD Circular No.2 dated January 25, 2018 specified the new reporting format for the financial statements of
banking companies. The new format has revised the disclosure requirements of the Bank for the year ended December 31,

2018 which has resulted in certain additional disclosures and reclassifications of the items in these unconsolidated financial
statements, '

4.1.2  Surplus / Deficit on Revaluation of Fixed Assets

—

The Companies Ordinance, 1984 (the repealed Ordinance) was repealed through the enactment of the Companies Act,
2017 on May 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 Act, 2017 were only made applicable for
reporting periods starting from January 1, 2018.

—

L| The repealed Ordinance specified the accounting treatment for the surplus on revaluation on fixed assetls, 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
Act, 2017 removed the specific provisions allowing the above treatment and hence, a deficit arising on revaluation of a
particular property is now to be accounted for in accordance with 1A3 16, which requires that such deficit is to be taken to
the profit and loss account as an impairment. AA/\ {r
1
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Consequently, the Bank has changed its policy for accounting for a deficit arising on revaluation of fixed assets and..--
accordingly, any surplus/deficit arising on revaluation of owned property and non-banking assets acquired ir 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:

2016
{Rupees in '000)
Impact over statement of financial position
Decrease in unappropriated profit 36,137
Increase in surpius on revaluation of assets - net of tax _ 30,137

Impact over profit and loss account, staterment of comprehensive income and statement of cash flows is immaterial.

[

r _

[_ : December 31,
I

]

4.1.3 Adoption of IFRS 9 - 'Financial Instrument’

' During the current vear, the Bank's Bahrain, Afghanistan and UAE Operations have, in line with their respective locally
; applicable regulatory frameworks, adopted IFRS 9 ‘Financial Instruments’' as issued by the International Accounting
Standards Board (IASB) in July 2014. In order to ensure compliance with the regulatory framewaork in these countries, the
expected credit loss charge arising as a result of adoption of IFRS 9 has been retained as a general provision in these
unconsolidated financial statements.

As permitted by the transitional provisions of IFRS 8, the Bank 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.
81.598 mitlion 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 boaked in profit and loss statement of overseas operations, in respect of
current period.

Had IFRS 9 not been adopted by the overseas branches, unappropriated profit, investments, advances, other assets and
deferred tax liabilities as at December 31, 2018 would have been higher by Rs. 17.776 mitlion, Rs. 19.264 million, Rs. 0.568
million, Rs. 4.891 million and Rs. 8.947 million, respectively.

g 3

Measurement of Redeemable Participating Certificates - |FRS 9

During the current year, the adoption of IFRS 9 at Bahrain Operations of the Bank has resulted in investments in
Redeemable Participating Certificates 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.
BPRO/RPD/2018-16203 dated July 26, 2018, such investments have been reported and measured under "Available for Sale”
investments in these unconsolidated financial statements.

4.2 Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand, balances with treasury banks, balances with other banks in current and

deposit accounts, national prize bonds, any overdrawn nostra accounts and call lendings having maturity of three months or
less,

4.3 Lendings to / borrowings from financial institutions

t_

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

L

Sale under repurchase agreements
i' §ecurities sold subject to a repurchase agreement (repo) are retained in these unconsolidated financial statements as
| investments and the counter party liability is included in barrowings. The difference between the sale and contracted
repurchase price is accrued on a time proportion basis over the period of the contract and recorded as an expense,
. Purchase under resale agreements

Securities purchased under agreement to resell {reverse fepe) are not reco
statements as investments and the amount extended to the counter pa
purchase and contracted resale price is accrued on a time propo

_ income. ' M

gnised in these unconsolidated financial
r party is included in lendings. The difference between the
ion basis over the period of the contract and recorded as




4.4 Investments
4.4.1 Classification

The Bank classifies its investments as follows:

Held for trading

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

J Held to maturity

These are investments with fixed or determinable payments and fixed maturities and the Bank has the positive intent and
"] ability to hold them till maturity.

Available for sale

These are investments, other than those in subsidiaries and associates, which do not fall under the ‘held for trading' and
- 'held to maturity' categories.

Associates ;

Associates are all entities over which the Bank has significant influence but not control. Investment in associates is carried
at cost less accumutated impairment losses, if any.

Subsidiaries

Subsidiary is an entity over which the Bank has control. Investment in subsidiary is carried at cost less accumulated
impairment losses, if any.

4.4.2 Regufar way contracts

All purchases and sales of investments that require delivery within the time frame established by regulation ar market
convention are recognised at trade date, which is the date at which the Bank commits to purchase or sell the investments.

4.4.3 Initial recognition and measurement

fmm 3 (C3

Investments are initially recognised at fair value. Transaction costs associated with investments other than held for trading
securities are incfuded in cost of investments, Transaction costs on held for trading securities are expensed in the profit and
loss account,

4.4.4 Subsequent measurement

In accordance with the requirements of State Bank of Pakistan, quoted securities other than those classified as 'held to
maturity', investment in associates and subsidiaries are subsequently remeasured to market value. Surplus and deficit
arising on revaluation of securities classified as ‘available for sale' is taken to a separate account shown in the statement of
financial position below equity. Surplus / (deficit) arising on revaluation of investments classified as *held for trading' is taken
to the profit and loss account, Investments classified as ‘held to maturity' are carried at amortised cost,

.

Unquoted equity securities, excluding investment in subsidiaries and associates are valued at lower of cost and the break-
up value. Break-up value of equity securities is calculated with reference to the net assets of the investes company as per
the latest available audited financial statements. Investment in subsidiaries and associates are carried at cost, less
accumulated impairment losses, if any. '

C__

4.45 Impairment

L_‘_':

Impairment loss in respect of equity securities classified as available for sale, subsidiaries and associates and held to
maturity is recognised based on management's assessment of objective evidence of impairment as a resuit of one or more
events that may have an impact on the estimated future cash flows of the investments. A significant or prolonged decline in
— fair value of an equity investment below its cost is also considered an objective evidence of impairment. Provision for

diminution in the value of debt securities is made as per the Prudential Regulations issued by the State Bank of Pakistan. In
, case of impairment of available for sale securities, the cumulative loss that has been recognised directly in surplus / (deficit)
i on revaluation of securities is transferred from equity and recegrised 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 profit
and loss account.

Gains or losses on disposal of investments during the year are taken to the profit and loss account.

-{,’\4\ \4(
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4.5

4.5.1

4.6

461

4.6.2

Advances
Loans and advances

Loans and advances including net investment in finance lease are stated net of provision against non-performing advances.
Specific and general provisicns against icans 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.

Islamic Financing and Related Assets

The Bank provides Islamic financing and related assets mainly through Murabaha, ljarah, Diminishing Musharakah,
Musharakah, Running Musharakah, Salam, !stisna, Tijara and Export Refinance under SBP Isiamic Export Refinance
Scheme, The purchases and sales arising under these arrangements are not reflected in these financial statements as such
but are restricted to the amount of facility actually utilised and the appropriate portion of profit thereon. The income on such
financings is recognised in accordance with the principles of Islamic Shariah. The Bank determines specific and general
provisions against islamic financing and related assets on a prudent basis in accardance with the requirements of the
Prudential Regulations issued by the $8P. The net pravision made / reversed during the year is charged te profit and loss
account and accumulated provision is netted-off against Islamic financing and related assets. Islamic financing and related
assets are written off when there are na realistic prospects of recovery.

Finance Lease Receivables

Leases where the Bank transfers substantiatly all the risks and rewards incidentat to the ownership of an asset are classified
as finance leases. A recsivable is recognised on commencement of lease term at an amount equal to the present value of
the minimum lease payments, including guaranteed residual value, if any. Unearned finance income is recognised over the
term of the lease, so as to produce a constant periodic return on the outstanding net investment in fease. The Bank
determines specific provisions against investment in finance lease 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 profit and
loss account and accumulated provision is netted off against net investment in finance lease. The assets are written off
when there are no realistic prospects of recovery.

liarah Assets {IFAS 2)

ljarah assets are stated at cost less depreciation and are disclosed as part of Islamic financing and related assets'. The
rental received/ receivable on ljarah under IFAS 2 are recorded as income / revenue. The Bank charges depreciation from
the date of recognition of ljarah of respective assets to Mustajir. lfarah assets are depreciated over the period of |jarah using
the straight line method. Impairment of ljarah rentals are determined in accordance with the Prudential Regulations of SBP.
The pravision for impairment of ljarah Rentals is shown as part of "Islamic financing and related assets'.

Fixed assets and depreciation
Capital work in progress

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 pericd are carried under this head. {These are transferred to
specific assets as and when assets become available for use}.

Property and Equipment (owned and léased)

Property and equipment are shown at histarical cost less accumulated depreciation and accumulated impairment losses, if
any, except land and buildings which are carried at revalued amount less accumulated depreciation and impairment losses,

if any. Historical cost includes expenditures that are directly _attrbetable to the acquisition of the items.

Depreciation is charged by applying the straight-tine method using the rates specified in note 10.2 to these unconsolidated
financial statements. The depreciation charge for the year is calculated after taking into account residual value, if any. The
residual values, usefu! lives and depreciation method are reviewed and adjusted, if appropriate, at each reporting date,

Depreciation on additions is charged from the date on which the assets are available for use and ceases on the date an
which they are disposed off. ’ '

Maintenance and normal repairs are charged to income as and when incurred. Subsequent costs are included in the asset's
carrying amount or are recognised as a separaie assel, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Bank and the cost of the item can be measured reliably.

Land and buildings are revalued by professionally qualified valuers every three years to ensure that the net carrying amount
does not differ materially from their fair value. Mr\ 1,,(

"M T BANK ALFALAH LIMITED
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A revaluation surplus is recorded in OC! and credited to the surplus on revaluation of fixed asset 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 revatuation deficit is recognised in the statement of profit or loss, except ta the extent that it
offsets an existing 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 revaiued carrying
amount of the asset and depreciation based on the asset's original cost. Additionally, accumulated 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 recoverabls amount if the 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. ' B

-t 2 T3 3 T3 u

4.6.3 Intangible assets

Intangible assets having a finite useful life are stated at cost less accumulated amortisation and accumulated impairment
losses, if any. Such intangible assets are amortised using the straight-ine method over their estimated useful lives. The
useful lives and amortisation method are reviewed and adjusted, if appropriate at each reporting date. Intangible assets
having an indefinite useful life are stated at acquisition cost, less impairment loss, if any. Intangible assets are assessed for
impairment, if any, as described under note 4.14.

464 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 JAS 36, Impairment of Assets. An impairment
charge in respect of goadwill is recognized through the profit and loss account.

4.6.5 Non-banking assets acquired in satisfaction of claim

Non-banking assets acquired in satisfaction of claims are stated at revalued amounts less accumulated depreciation
thereon. The valuation of properties acquired under this head is conducted regularly, se 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 cemprehensive income, while any deficit arising on revaluation is
charged to profit and loss account directly. In 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,

| W D W

L

4.7 Non-current assets held for sale and discontinued operations

The Bank 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 1o resale; and its carrying amount will
be recovered principally through a sale transaction rather than through continuing use.

A non-current asset (or disposal group) held for sale is carried at the lower of its carrying amaunt and the fair value less
costs to sell. Impairment losses are recognised through the profit and loss account for any initial or subsequent write down

7 _ 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 white classified as held for sale or while part of a disposal group classified as held for sale,

u-_J Resultantly, al_l' assels and liabilities of assets held for sale are presented as separate line items on statement of financial
‘position. The post tax results of such operations are presented separately in the profit and loss account.

J 4.3  Borrowings / Deposits and their cost

’ a) Borrowings / deposits are recorded at the proceeds received,

LJ 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 attributable to the acquisition, construction or production of a gualifying asset
!: {one that takes a substantial period of time to get ready for use or sale) are capitalised as part of the cost of that asset.
.



= - 4.8.1 Deposits - Islamic Banking

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

- Deposits taken on Qard basis are classified as 'Current Accoun{' 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 depesitors.
Profits realised in investment pools are distributed in pre-agreed profit sharing ratio.

Rab-ul-Maal (Customer) share is distributed among depositors according to weightages assigned at the inception of profit
n calculation periad.

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

Profits 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 Bank’s discretion and the Bank can add, amend, transfer an asset to any other poal in the
interests of the deposit holders.

In case of loss in a pool during the profit calculation period, the loss is distributed among the depositors (remunerative)
according to their ratio of Investments.

4.9 Subordinated loans

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

basis. '

:] 4,10 :Staff retirement / Employee benefits

a) Defined benefit plan

- The Bank operates an approved funded gratuity scheme, administered by the trustees, covering eligible employees whose

' period of employment with Bank is five years or more. Contributions to the fund are made on the basis of actuarial
recommendations. Projected Unit Credit Method is used for the actuarial valuation. Actuarial gains and losses are
recognised immaediately in other comprehensive income.

! b} Defined contribution plan

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

c) Compensated absences

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

d) Empioyees Stock Opiion Scheme

The Bank has granted share options to its employees under the Bank's Employee Stock Options Scheme (ES0QS) , as

" approved by the shareholders and SECP. Under the scheme, the employees can subscribe to new ordinary shares for

L which options have been granted to them under the scheme upto the period of 2019. As per the scheme the entittements
and excercise 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 aliowed by
Public Companies (Employee Stock Option Scheme) Rules 2001, is recognized as employee compensation expense on a
straight Jine 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 aption compensation

reserve. Option discount means the excess of market price of the share at the date of grant of an option under a Scheme
aver exercise price of the option.

f .

.

When an unvested option lapses by virtue of an employee not conforming to the vesting conditions after recognition of an
employee compensation expense in the profit and loss account, such employee compensation expense is reversed in the

profit and loss account equal to the amortized portion with a corresponding effect to employee stock option compensation
reserve equal to the un amortized portion.

f I

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

MY
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When the options are exercised, employee stock option compensation reserve relating to these options is transferred to. -~

share capital and share premium. An amocunt 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.

4.11 Foreign currencies
4.11.1 Functional and presentation currency

Hems included in the unconsolidated financial statements are measured using the currency of the primary economic
environment int which the Bank operates.

T3 0O /53w

4.11.2 Transactions 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 resulting from the settlement of such transactions and from the translation at year-

end exchange rates of monetary assets and fiabilities 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 relating to foreign
currency deposits are realised / charged directly to profit and loss account.

4.11.3 Foreign operations

Assets and liabilities of foreign operations are translated into 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,

4.11.4 Translation gains and losses

Translation gains and losses arising on revaluations of net investment in foreign operations are taken to Exchange

Translation Reserve in the statement of comprehensive income. These are recognised in the profit and loss account on
disposal.

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

D 4.11.5 Commitments

4.12 Revenue recognition

(s

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

4.12.1 Advances and investments

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

Income recoverable on classified advances and investments is recegnized on a receipt basis. Income on rescheduled /

restructured advances and investments is recognized as permitted by SBP regulations or by the regulatory authorities of the
countries where the Bank operates,

Murabaha income is recognised on deferred income basis, -

4.12.2 Lease financing

Income from lease financing is accounted for using the financing method. Under this method, the unearmed lease income
(defined as the sum of total lease rentals and estimated residuat value less the cost of the leased assets) is deferred and
taken to income over the term of the lease so as to produce a constant periadic rate of retur 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 cther fees on classified feases are recognised on a receipt basis.

'L_____.

ljarah income is recognised on an accrual basis as and when the rentals becomes due.

4.12.3 Non Markup / interest income

|

Fee, commission and brokerage income are accounted for on receipt basis.
Dividend income is recagnised at the time when the Bank’s right to receive the dividend has been established.

Other income is recognised on accrual basis. /\/\/\ f“
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413 Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the prefit and loss acecount
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.

4,131 Current

Provision for current taxation is based on taxable income at the current rates of taxation after taking into consideraticn
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.

T3 T3 T w

4.11.2 Deferred

Deferred tax is recognised using the balance sheet liability method on all temporary differences arising between the carrying
amourits 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 longar probable that the related tax benefits will be realised.

— 4 3

Deferred tax liability is not recognised in respect of taxable temporary differences associated with exchange transtation
reserves of foreign branches, where the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future,

414 Impairment

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, If any such indication exists, the recoverable amount of such assels is estimated and
impairment losses are recognised immediately in the unconsolidated financial 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 nat exceed the surplus on revaluation of that asset.

415 Provision for claims under guarantees

Provision for guarantee claims and other off balance sheet obligations is recognised when intimated and reasonable
certainty exists for the Bank 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,

4.16 Other Provisions
Other provisions are recognised when the Bank has a present, legal or constructive, obligation as a result of past events, it

is probable that an outflow of resources will be required to settle the obligation and a reliable estimate of the amount can be
made, Provisions are reviewed at each reporting date and are adjusted to reflect the current best estimate.

4.17  Contingent Liabilities

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

4.18 Off-setting

| S

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

—

4.19 Derivative fi_nanciél instruments

L

Derivative financial instrurments are initially recognised at fair value on the date at which the derivative contract is entered
into and subsequently remeasured at fair value using appropriate valuation techniques. All derivative financial instruments
are carried as assets where fair value is positive and as liabilities where fair value is negative. Any changes in the fair value
of derivative financial instruments are taken to the profit and ioss account. l.(

g
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Acceptances

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

Dividend and appropriation to reserves

Dividend and appropriation to reserves after the reporting date, except appropriations which are required under the'law, are
recognised in the Bank's unconsolidated financial statements in the year in which these are approved.

Earnings per share

The Bank presents basic and diluted eamings per share (EPS) for its shareholders. Basic EPS is calculated by dividing the
profit or loss altributable to ordinary shareholders of the Bank by the weighted average number of ordinary shares
outstanding during the year. Dituted EPS is determined by adjusting the profit or 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,
Segment reporting

Operating segments are reported in a manner consistent with the internal reponting structure of the Bank, Segmented
performance is reported to the senior management of the Bank on manthly basis for the purpose of strategic decision
making and performance management.

Business segments

Retail banking

This includes Ioané. deposits, trading activity, wealth management and other banking transactions with retail, individual
customers, commercial and small and middle sized customers of the Bank. Product suite offered to individual
customers includes credit cards, auto loans, housing finance and personal loans.

Cerporate banking

This comprises of loans, deposits, project financing, trade financing, investment banking and other banking activities
with Bank'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 Bank primarily towards government securities and
risk management activities via use of forward contracts & derivatives are reported here.

Dligital banking

This segment includes branchless banking accounts, deposits and Jending products, digital channels (including ATMs,
internet banking, call centre and alfa app), corporate, G2P & SMME portfolio (including EOBI, BISP, payroll solutions),
digital payments and digital products.

Istamic banking

This segment pertains to full scale Islamic Banking operations of the Bank.

International 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.

Othears

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

4.23.2 Geographical segments

The Bank operates in three geographical regions being:

Pakistan
Asia Pacific (including South Asia)

Middie East M/l ,4
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Note 2018 2017

CASH AND BALANCES WITH TREASURY BANKS

In hand
Local currency 5.1 11,801,703 10,464,270
Foreign currency g 5.2 5,711,022 4,031,567

17,512,725 14,495 837
With State Bank of Pakistan in

Local currency current account : 53 31,122,141 28,767,491
Foreign currency current account - . 54 4,413,423 2,927,953
Foreign currency deposit account - - 55 10,931,812 6,998,393

46,467,376 38,693,837

With other central banks in

Foreign currency current account 56 2,733,265 1,403,720

Foreign currency deposit account : 5.6 744,879 555,392

' 3,478,144 1,958,112

With National Bank of Pakistan in local currency current account 14,931,225 15,208,850
Prize bonds 18,230 23799

82,407,700 70,381,435

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).

This includes statutory liquidity reserves maintained with the SBP under Section 22 of the Banking Companies Ordinance,
1862,

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

Special cash reserve of 15% 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 froam 0.56% to 1.35% per annum (2017: 0.06% to 0.37%)

These represent deposits with other central banks to meet their minimum cash reserves and capita! requirements pertaining
to the overseas operations of the Bank. The deposit accounts carry markup 0.62% to 1.71% (2017; 0.31% to 1.01%).

AP
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Note 2018 2017

6 BALANCES WITH OTHER BANKS
In Pakistan in current account 432,345 519,902

Outside Pakistan

In current account 6.1 2,184,134 1,301,341
In deposit account 6.2 1,258,476 1,932,741
3,442,610 3,234,052
3,874,955 3,753,954

6.1 This includes amount held in Automated Investment Plans. The Bank is entitled to earn interest from the correspondent
banks at agreed upon rates when the balance exceeds a specified amount.

6.2 This includes placement of funds genérated through foreign currency deposits scheme (FE-25) and non-contractual
deposits at interest rates ranging from 1.00% to 3.00% per annum (2017: 1.00% to 8.40% per annum).

.

7 LENDINGS TO FINANCIAL INSTITUTIONS
E Call / clean money lendings . _ 7.1.1 15,166,288 20,255,936
Repurchase agreement Iendings{Re’vg[se hepo) : 7T12&73 37,214,313 11,848 538
Bai Muajjal receivable with other financial institutions - 713 9,811,504 16,791,356
] ’ 62,192,105 48,895,828
Less: expected credit loss - overseas branches (19,818} -
] Lending to Financial Institutions - net of'prfovision 62,172,287 48,895,828

7.1.1 These represent fendings to financial-institutions at interest rates ranging from 0.50% to 9.90% per annum (2017:; 1.5% to
8.75% per annum) having maturities upto June 2019 (2017: March 2018),

=i
-
]

These represent short term lending to financial institutions against investment securities. These carry markup rates ranging
from 3.00% to 10.45% per annum (2017: 5.8% to 6.2% per annum) with maturities upto January 2019 (2017: June 2018).

714.3  These represent Bai Muajjal agreements entered into with State Bank of Pakistan (SBP) / other commercial banks. The
rates of return range from 9.90% to 10.05% per annum (2017: 5.71% to 5.80% per annum), and these are due to mature by
March 2019 (2017; March 2018). '

7.2 Particulars of lending - gross

S

in local currency ' 55,400,871 43,346,538
In foreign currencies 6,791,234 5,546,290
62,192,105 48,895,828
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7.3 Sacurities held as collateral agatnst Lending to financlal institutions

8.1

Market Treasury Bills
Pakistan Investment Bonds
Total

INVESTMENTS

Investments by type:

Held-for-trading securities
Federal Govemment Securities
Market Treasury Bills
Pakistan Investment Bonds
Sharas

Fully paid up ordinary shares / units - Listed

Foreign Securities
Overseas Bonds - Sovereign

Available-for-sale securities
Federal Government Securitias
Market Treasury Bills
Pakistan Investment Bonds
Government of Pakistan Sukuks
Government of Pakistan Euro Bonds
Shares
Fully paid up ardinary shares - Listed
Fully paid up ordinary shares - Unlisted
Preference Shares - Listed
Prafarance Shares - Unlisted
Non Government Debt Securitias
Term Finance Certificates
Sukuks
Commerciai Papers
Foraign Securities
Overseas Bonds - Sovereign
Oversaas Bongs - Cthers
Redeemable Participating Certificates

Held-to-maturity securlties
Federal Govemment Securities
Market Treasury Bills
Pakistan Invastment Bongs
Government of Pakistan Eura Bonds
Other Federal Government Securitias
Nan Government Debt Securities
Term Finance Certificates
Sukuks
Forgign Securitias
Jverseas Bonds - Sovereign
Ovarseas Bonds - Others

Associates

Subsidiarles

Qverseas operations

Total Investments

BANK ALFALAH LIMITED

Note

81.1

8.1
General provision and expected credit logs-

2018 2017
Fu r
Heldby | Further Held by rthe
Bank given as Total Bank given as Total
cellateral collateral
{Rupass in '000%
28,757,087 - 28,757,067 5593.265 - 5,583,265
8,457,248 - B.457,246 1003918 5251353  8,255271
37,214,313 - 37,214,313 6597,183 5,251,353 11,848,536
2018 2017
Cost/ Prn;::lon Surplus / Carrying Arr?::lt: o Pro:;:lon Surpiug / Carrying
Amortised cost diminution (Deflch) Value cost diminution {Daficlt) Value
. {Rupees In '000")

45,898,967 - {13,261)] 45,885,698 22,758,650 - (11,488) 22,748 164

1,209,673 - (13,174) 1,198,499 - - -
166,944 - (22,122) 133,822 28,140 - {590} 27,150
302,699 - 8,151 308,850 16,443 - 2,125 24,568
47,667,273 - (42,408) 47,524,987 22,807,233 - (7,351) 22,799,882
114,893,151 - (40,902)] 114,852,249 [ 162,885,001 - (82,850) 162,802,351
© 26,490,800 - (464,211} 28,025,584 108,088,932 - 3,156,472 | 111,245,404
15,728,083 . (120,264)| 15605618 34,284.664 - 315,035 34,509,699
2,440,076 - {134,045) 2,308,031 2281177 - 105,351 2,388,528
7,371,290 (22,283) 712,253 8,081,160 5,773,258 {15,000} 366,505 6,124,753
352,065 [5_9,681) - 322,394 350,507 {103,293) - 247 214

108,838 {108,835) - - 108,835 {108,835) - -

25,000 {25,000} . - 25,000 {25,000) - -
1,504,126 {359,708) {12,071} 1,132,349 1,297,084 {302,904) (8.474) 985,706
4,775,082 {98,510} 323,930 £,002,502 3,873,571 (102,142) 43,563 3,614,992
- - - - 80,201 - - 90,201
1,367,353 - {49,426) 1,307,927 552,041 - 1,959 554,000
9,147,217 - (223,671} 8,923,548 8,626,230 - A8 8,629,851
2,362,923 . - 2,182,923 1,133,650 - - 1,133,659
186,583,991 (672,096} {8,407) 185,803,488 228,170,180 {657,174}y  3,001382 332,414,368
- - - - 1,470,741 - - 1,470,741
26,280,990 . - 26,280,990 31,837,988 - - 31,637,988
243,011 - - 243,011 193,238 - - 183,239

4,122,215 - - 4,122,218

524,266 {524,286} - - 524,268 {524,268) . -
2,689,965 (141,399) - 2,548,568 4,087 810 (167,830} - 3,925,920
8,135,947 - - 8,185,947 5492 169 5,482 169
590,74 - - £80,721 548,143 - - 548,143
42,731,115 {665,665) - 42,071,450 43 864,256 (692,158) - 43,272.200
1,816,343 - - 1,816,343 1,816,343 . - 1,818,343
430,493 (42,981} . 387,512 430,483 - - 430483

- (43,258) . (43,268) . - - -
278,135215 {1 423,399) {50,813} 277,660,403 398,188,585 {1.245,330) 3,894,031 400,733,286

“h
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: 2018 2017
8.1.1 Particulars of Assets and Liabilities of Subsidiaries and Associates @~ ceeeeeen {Rupees in 000)---------
[ SUBSIDIARIES
Alfalah Securities (Private) Limited _ :
- .
Percentage of holding: 97.91% (2017; 97.91%)
- Country of incorporation: Pakistan
] Date of un-audited financial statements: December 31,2018 (December 31, 201 7)
: Assels 567,219 929,124
Liabilities . 455,395 697,447
Revenue _ 130,807 192,868
D (Loss) / profit for the year . (99,662) 19,5637
Total comprehensive income - ' (99,862) 19,537
Alfalah GHP Investment Management Limited
Percentage of holding: 40.22% (2017: 40.22%)
Country of incorporation: Pakistan
- Date of un-audited financial statements: December 31,2018 (December 31,2017)
Assets 1,064,233 947,545
Liabilities _ 206,295 254,687
; Revenue 469,443 539,105
Profit for the year 164,899 164,739
[:| Total comprehensive income 165,080 158,466
ASSOCIATES
[:I Alfalah insurance Limited
Percentage of holding: 30% (2017: 30%)
Country of incorporation: Pakistan
! Date of un-audited financial statements: December 31,2018 (December 31,2017)
Assets _ 3,187,385 3,150,483
Liabilities 2,115,633 2,086,066
a Revenue 112,924 187,990
m Profit after taxation for the year 70,653 123,040
Total comprehensive income - 17,335 68,232
Sapphire Wind Power Company Limited
i Percentage of holding: 30% (2017: 30%)
Country of incorporation: Pakistan
Date of un-audited financial statements: December 31,2018 (December.31,2017)
' Assets - 15,866,719 14,998,221
. Liabilities 10,038,327 9,607,747
— Revenue for the six months period . 1,570,653 1,184,593
Profit for the six months period - after tax 837,917 489,955
Total comprehensive income : 837,917 469,955
TriconBoston Consulting Corporation (Private) Limited
Percentage of holding: 8.25% (2017 9.25%)
— Country of incorporation: Pakistan
Date of un-audited financial statements: December 31 ,2018 (December 31,2017)
| Asgsets 48,805,961 24,253,943
Liabilities 38,350,514 16,107,748
Revenue 2,085,328 - 161
Profit / (Loss) for the six months period - after tax 365,622 {35,1986)
- Total comprehensive income / (Ioss) Ny 365,622 (35,196)




F
i , 2018 2017 1
Cost/
Provision far| Surplug Carrying Cost Praviaien for]  Surplus / e
- Amortised dlminution |Deficit} Valua fAmortlasd cost| diminution [Deficit) Carrying Valu
82  Jrvestments by segments: - cost
{Rupass In '00¢')
Federal Government Sacurities;
Markel Treasury Bilg 180,792,108 . 154,183)] 180,747 945 187,415,382 - 194,136} 187,021,256
Pakistan Investment Bonds £3,981,443 - (477,385)] 53,504,078 136,726,920 - 3,156,472 142,683,362
™ Pakistan Euro Bonds 2,683,087 - 134,045) 2,849,042 2,474,418 - 105,351 2,579,767
Cther Faderal Govammant Sacuritas 4122, 115 - . 4,122,216 - - - -
L. " Govemment af Pakistan Sukuks 15,726,083 . [120,2864)| 15,606,819 34,284 664 - 315,035 34,588,609
. 237,304,958 - (785,857) 236,519,099 383,601,392 . 3,482,722 367,084,114
Sharus;
' Listed Companias - ' I 7,536,089 ! (x2ta)) 890,431 [ 0,984,002 | 5410.233 | {123.835) 365,515 e,151.9ﬂ
Unlisted Companles ' 07,088 {84,681 - 322,394 375,507 {128,253} - 247,214
E 5,043,12¢ [215,879) §80,1M 6,817,376 6,265,740 (252,126) 365,515 6,389,127
Non Govemnmant Dabt Securitiss
Listed 684,705 | 1,765 12,091 665,841 301,925 2,185 1,553 305,663
Unlisted 8,841,874 11,123,668} 299,768 4,017,776 9,381,007 (1,099,387} 33,536 8,315,156
9,493,438 {1,121,881) 31,488 6,803,417 9,682,832 (1.067,202) 35,089 8,520,819
Forsign Securitias
Govarnment secwritias 1,346,398 | - | 43,275 9,302,724 I 6,063,852 | - 7,064 [ a,om,?ail
Non Government Debt securities 12,200,881 - [220.871)] 11,977,190 10,308,032 - 3,621 10,311,853
22,046,860 - 1206,348) 21,779,614 18,371,685 - 10,705 16,382,390
Gl Aasociatas
Altalah ingurance Limiled E3,990 - - §8,8300 58,550 - . 68,950
. Sapphire Wind Power Company Limited - §78,121 - . 75,123 978,123 - . 878,123
v TriconBoston Consulling Corporation (Private) Limited 785,230 - - 189,230 769,230 - - FEE,230
1,816,143 . . 1,918,343 1,616,343 - - 1,816,343
Subsidiaries
' Affalah Securities {Private) Limilad 300,000 {42,881) - 287,019 300,000 - - 300,000
Afalan GHP Investmeant Managemant Limitad 130,493 . - 130,483 130,493 - - 130,483
430,493 (42,804) - 7,52 430.493 - - 430,493
General provigion and expectad credit loss- Overzeas op&talions (43,268) {43,238) - - - -
D Total Invastments 279,935,215 {423,909 {80.813) 277,660,403 395,188,585 11,245,330 3,684,031 400,733,286
8.2.1 Investmenty given as collateral 2018 2017
———{Rupeas in 000}
D Narkel Traasury Bills © 39,446,702 85,274,642
Pakistan Investment Bonds 15,854,600 64,920,622
Pakistan Euro Bongs - 845 802
. Overseas Bonds 4,918,576 3.821.444
Sukuk Bonds 3,885,659 5,933,721
. 54004637 _ 161,602,232
] The market value of securities given as collateral is Rs. §3,858.995 million {2017: Rs. 163,429.313 million).
gi 8.3 Provision for diminution in valus of investments
8.3.1 Opening balance 1,349,330 2,079.781
Impact of adoption of IFRS 0% - overseas branghas 77,698 ) -
) ' 1,427,028 2,079,781
Exchange adjustments 11,876 -
Charge / reversals
Charge for the year 128,747 11,134
b Reversals for tha year {98,073} (15,539
i Reversal an disposals . .
30,674 95,595
" Transfers - net {3.947) {48)
- Provision adjusted during the year 43,632 826,000
Closing Batance 1,423,999 1,348,330
8.3.2 Partlculars of provision agalngt debt securltles -
Category of classification 2018 2017
NPI Provigion NPI Provision
Domestic - w=={RUPQES [N DOO)———r-remremsencan
bt Other assets especially mentioned - - . -
Substandard - - . -
Doubtful . . - - .
Loss 1,121,881 1,121,881 1,097 202 1,067,202
- 1,121,881 1,121,881 1,097 202 1,097,202
QOvorseas
: Not past due but impaired - - . M
; C verdua by:
! Upto 90 days . - . -
- 91 to 180 days . . - -
181 10 385 days - . - -
> 385 days . . . -
¥ Total 1,121,861 1,121,881 1.097.203 1007202
e == — |

va\ ”T'




gy e BANK ALFALAR LIMITED

8.4 duality of Available for Sale Securities

Details regarding gquality of Available for Sale (AFS) securities are as follows:

/3 T3 =

2018 2017
Cost
------- (Rupees in 000)-------
'J Federal Government Securities « Government guaranteed
- - Market Treasury Bills 114,893,151 162,885,001
Pakistan Investment Bonds 26,490,800 108,088,932
Government of Pakistan Sukuks ' 15,726,083 34,284,664
Government of Pakistan Euro Bonds 2,440,076 2,281,177

j
]
0

159,550,110 307,639,774

~ Shares

Listed Companies

Ordinary Shares
Automobile Parts & Accessories 169,581 123,882
Cement 1,224,060 1,752,247
Chemicals 17,909 17,909
Commercial Banks . 1,596,580 812,584
Engineering _ 333,633 187,071
Fertilizer 308,635 444 315
Insurance 92,708 . -
Investment Banks 15,000 15,000
Oit and Gas Exploration Companies 1,754,619 835,627
: Qit and Gas Marketing Companies ' 534,549 290,839
D Fharmaceuticals =~ =~ 202,738 -
Power Generation & Distribution: 749,175 855,961
: Real Estate Investment Trust 372,083 457,843
D : 7,371,250 5,773,258
Preference 'Shares _
Fertilizer 108,835 108,835
! 7,480,125 5,882,093
. 2018 2017
Unlisted Companies _ Break up value Cost Breakup value Cost Breakup value
as at {Rupees in '000)
% Ordlnary' Shares
AGP Pharma Limited ** _ - . 256,212 212,544
Al-Hamara Avenue (Private} Limited June 30, 2010 50,000 47,600 50,000 47 600
H Pakistan Export Finance Guarantee
. ~ Agency Limited _ June 30, 2010 5725 286 5,725 286
Pakistan Mobile Communication Limited Dec 31, 2017 22,235 53,150 22,235 33,752
Pakistan Mortgage Refinance Company Limited Dec 31, 2017 300,000 300,686 12,240 12,299
J Society for worldwide Interbank Financial _ .
: Telecommunication Dec 31, 2018 4,095 11,754 4,095 11,754
382,055 413,476 350,507 318,235
| | Preference Shares _
"Trust Investment Bank Limited Dec 31, 2017 25,000 27,784 25,000 27,700
407,055 441,260 375,507 345,935
** Represent securities listed during the year and hence reclassified to 'listed companies'.
W 84
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F e
- 2018 2017
- : Cost
Non Government Debt Securities L e -{Rupees in 000)-—-—-—-
Listed
[ . .
Categorised based on long term rating by Credif Rating Agency :
- - AAA _ . 98,860
i - AA+ AA, AA- . ]
L -A+ A A * i 550,000 100,000
- BBB+, BBB, BBB- $9,980 99,880
P - BB+, BB, BB- _ - -
- B+, B, B- _ . ' - -
— - CCC and below - . -
- Unrated 1,785 2,185
. 651,765 301,925
Unlisted
Categorised based on long term rating by Credit Rating Agency:
- AAA 4,444 440 2,600,000
- AA+, AA AA- - -
-A+ A A- ' _ ' - -
- BBB+, BBB, BBB- - -
- BB+, BB, B8- - -
- B+ B, B- : - -
- CCC and below - -
- Unrated . 1,18§1003 2,158,931
: : 5,627,443 4,758,931
Foreign Securities 2018 2017 ’
Cost Rating Cost Rating
Government Securities ) {Rupees in '000)
Abu Dhabi Government tnt Bond 2027 685,183 AA - -
Saudi Internationa! Bond 2026 ) 672,170 A1 - -
Kingdom of Bahrain Sukuk - - 552,040 B+
—_ 1,357,353 552040
Non Government Debt Securities
Unlisted , §
2018 2017
Categorised based on long term rating by Credit Rating Agency ---—(Rupees in 000)-------
U - AAA . :
- AA+, AA AA. ) - 977,192
_ -A+H A A - 8,040,314 5,396,168
- BBB+, BEBB, BBB- ' 1,106,903 1,209,742
- BB+, BB, BB- - 1,043,129
- B+, B, B- - -
- CCC and below - , -
| - Unrated 2,362,923 1,133,659
L 11,510,140 9,759,890

M




- @ "BANK ALFALAH LIMITED
r 2018 2017
Cost
[ o - -{Rupees in 000)-------
8.5 Particulars relating to Held to Maturity securities are as follows:

o Federat Government Securities - Government guaranteed

N Market Treasury Bills : - 1,470,741

% Pakistan Investment Bonds o | 26,280,990 31,637,988

= Pakistan Euro Bonds 243,011 193,239

- Other Federal Government Securities _ 4,122,215 -
30,646,216 33,301,968

Non Government Debt Securities

[ Unlisted

ategorised based on long term rating by Credit Rating Agency

- AAA : ' 1,041,670 1,041,670
- AA+ AA AA-. _ 566,667 1,133,333
. -A+ A A- 190,230 254,918
- Unrated . 1,415,664 2,182,155
D : 3,214,231 4,622,076
Foreign Securities
: - 2018 2017
Government Securities _ Cost Rating Cost Rating
. . . : ' {Rupees in "'000) |
= Bangladesh Government Bonds _ 7,497,232 Unrated 4,945,043 Unrated
State of Qatar - 688,715 AA- 547,126 AA-
' 8,185,947 5,492,169
Non Government Debt Securities 2018 2017
' : Cost
Unlisted e {Rupees in 000)--—---
- BBE+, BBB, BBB- 690,721 548,143
: ' §90,721 548,143

-] 8.5.1The market value of securities classified as held-to-maturity as at December 31, 2018 amounted to Rs. 40,750 million
(December 31, 2017 : Rs. 43,844 million). G,U" }‘/




aw 3 3

w

9.1

9.1.2

9.2

9.3

9.4

‘25 "‘BANKALFALAR LIMITED
ADVANCES .
Nota Performing Non Perferming Tatal
2018 2017 2018 2017 2018 2017
{Rupees In ‘000"
Loans, cash credits, running finances, etc. 9.1 402,385,420 333,594,556 17,284,834 15,804,954 419,670,254 349499650
Islamic financing and reiated assets 8.2 85,660,964 55,284,986 1,393,959 1,595,173 87,054,923 56,880,169
Bills discounted and purchased 11,524 510 10,723,389 143,478 78,714 11,667,988 10,802,113
Advances - gross 499,570,804 399,603,081 18,822,211 17,578,841 518,383,166 417,181,932
Pravision against advances
- Specific g.5 - - (15,883,399)| (15,683,771)| (15,883,399)| (15683771
- General 9.5 {873,314) {842 7371 = - - {873,314} (842 737
{873,314) (842,737} (15,883,399) (15,683,771) (16,756,713) (16,526,508
Advances - net of provision 498,697,580 353 760,354 2,938,872 1,895070 501,636,452 400,655,424
Includes Net Investment in Finance Lease as disclosed below:
2018 2017
Later than Later than
Mot later
one and Over flve Not later than} onae and less Ovar five
than one Total Total
ear less than years one year than flve years
¥ flve years years
{Rupees in '000')

Lease rentals receivable - 1,403,651 2,030,833 41,336 3,475,819 925,485 2,089,153 70,316 3,084 954
Residual value 594,353 998 435 13,347 1,606,135 370,184 911,824 40100 1,322,118
Minimum tease payments 1,998,004 3,029,268 54,882 5,081,954 1,285 679 3.000,977 110,416 4,407 072
Financial charges for future pericds {220,675} (258.985) - {479,660) {94 8383 (220,262) {1,027} {316,127}
Présent value of minimumn

lease payments 1,777,329 2,770,283 54,682 4,602,294 1,200,841 2,780,715 108,389 4,090,945

Advances include an amount of Rs.82.95 miliion

which-were either taken over by the Bank,

said arrangement is subject to certain relaxations as specified vide SBP Letter BPRO/BRO/Citi/2017/21089 dated September 11, 2017.

The said arrangement covers only axisting employees of Citibank, N.A, Pakistan, an
to review by SBP's BID and OSED departments. These loans ca

maturities up to December 2038 {2017; December 2022).

These represents 'ﬂnancing and related assets placed under shariah permissible modes Snd presented in note Annexure-I1,

Particulars of advances (Gross)

i vlocal currency

2018

{2017 Rs. 25.11 million), being Employee Loan facilities allowed 1o Citibank, N.A, Pakistan's employees,
or wore granted afresh, under a specific arrangement executed between the Bank and Citibank, N.A, Pakistan. The

d the refaxations allowed by the SBP are on continual basis, but subject
rry markup at the rates ranging from 9.46% to 20.30% (2017 9.45% to 16.48%) with

2017

~{RUpees in 000)--mmm

493,634,332 382,298,138
In foreign currencies 24,758,833 24,883,794
' 513,393,165 417,181,932
Advances include Rs. 18,822 million (2017: Rs. 17,579 million) which have been placed under non-performing status as detailed below:
Category of Classification 2018 2017
“Non- Performing Non-Performing
Loans Provislon Loans Provisian
{Rupees In "G00}
Domestic
Cther Assets Especially Mentioned 104,121 3,330 84,960 4978
Substandard 3,077,658 762,678 1,359,006 338,582
Doubtful . 552,920 235,663 1,854,513 1,245,182
Loss 14,590,618 14,517,512 13,977,344 13,835,719
18,325,317 15,518,183 17,275,823 15,425,432
Overseas
- Not past due but impaired - - - -
(werdug by:
Upto 90 days - -
91 to 180 days 42,787 3,536 - -
181 to 365 days 104,384 46,637 - -
> 365 days 349,783 314,043 303,018 258,339
496,954 364,216 303,018 258,339
Total 18,822,271 15,883,399 17 578,841 15,683,771
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‘.' 9.5 [ articulars of provision against advances
B 2018 2017
. Note Specific Gensral __ Total Specific General Total
N ' {Rupses in ‘000')
- Opening balance ) 15,683,771 842,737 16,526,508 18,366,993 775967 17,142,960
- Impact of adoption of IFRS 9 - 25,297 25,297 - - -
Exchange adjustments 62,512 2,944 65,456 2221 1,598 3,820
= Charge for the year 3.007,907 269,364 3,277,211 2,230,902 156,384 2,387,286
Reversals 12,631,522} (267.028)] (2,898,560} (2,741,258} {91213} (2,832,472}
™ ' 376,385 2,336 378,721 {510,357} 65,171 {445,186)
Amounts written off ’ {179,305) .. {179,305) (72,056) - {72,056}
Amounts charged off - agriculture financing {59,984) . {59,964) {103.030) - {103.030)
] 86 (239,269) - {239,269) {175,086) - " (475,086
] Closing balance 15,883,399 873,314 16,756,713 15,683,771 §42.737 16,526,508
9.5.1 Particulars of provision agalnst advances 2018 . 2017
& ) Spacific Gengral Total Spacific General Total
o {Rupees in "000")

In locat currency 14,207,026 698,705 | 15405731 | 14,800,991 |  701,035] 15,502,026
” In foreign currencies 1,176,373 174,609 | 1,350,982 882780 141,702 1 1,024,482
5 15,883,399 873,314 16,758,793 15,683,771 842737 16,526,508

9.5.2 The additional profit arising from availing the forced sales value (FSV) benefit - met of tax at December 31, 2018 which is not available for distribution as either
wash or stock dividend to sharehclders/ bonus to eniployees amounted to Rs. 30,106 million (2017: Rs. 29.899 million).

: 9.5.3 General provision includes provision against consumer loans being maintained at an amount equal to 1% of the fully secured performing portfolio and 4% of

" the unsecured performing portiolio. Provision against SE portfolio is being maintained at an amount equal to 1% against unsecured performing SE portfalio as

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

Exposure amounting to Rs. Nil {2017 : Rs. 8.421 billion) relating to certain non performing facilities of Power Hoiding (Private) Limited, which is guaranteed by
tha Government of Pakistan, had not been classified as non-parforming, purstant to a relaxation given by SBP in this respect.

Although the Bank has made provision against its non-performing portfolio as per the category of classification of the loan, the Bank holds enforceabla
collateral in the event of recovery through litigation. These securities comprise of charge against various tangible assets of the bomower including fand,
building and machinery, stock in trade etc.

: Note 2018 2017
9.6 PARTICULARS OF WRITE OFFs: ~——(Rupees In 000}~
“ 561 Against Provisions 9.5 - 239,269 175.086
Directly charged to Profit & Loss account . .
j 239,269 175,086
g.6.2 Write Offs of Rs. 500,000 and above
- Domastic 87 130,566 113,741
—J - Overseas . -
Write Offs of Below Rs. 500,000 108,703 51,345
239,269 175,086

9.7  DETAILS OF LOAN WRITE OFF QF Rs. 500,000/- AND ABOVE

A

In terms of sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962 the Statement in respect of written-off loans or any other financiat relief
of rupees five hundred thousand or above allowed to a person(s) during the year ended December 231, 2018 is given in Annexurg-1.
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10.2

10.2.1

R A T " BANK ALFALAH'LIMITED "
. Note 2018 2017
FIXED ASSETS. =--=~{Rupees in 400)--—-- e
Capital work-in-progress 101 175,339 79,6239
Property and equipmeant 10.2 18,096,876 15,076,088
. ' ] . * 13I272E215 16,155,727
Capltal work-In-prograss
Civitworks 115,340 14,816
Equipment 55,670 43,268
Advances to suppliers 1,075 12,968
Others 2,754 7,987
175,319 78,835
Property and Equipment
208
Buliding on | Building on
Luasa hold Furniture Offica
Freahold lend | Lessahold land | Fresheld Leasshotd Improvarment | and fixturs | sguipment Vehiclax Totai
land land
{Rupees In 50! 0}
At January 1, 2018
Castf Revalued amoun 4,376,934 2,885,830 1,243,308 2,744,108 5,110,322 1,973,238 11,155,314 429,004 29,992,157
Accumulated dapreciation . - [3).TA8) (71,991} [156,504} [3.375.387) {1.841,720} (8,509, B2} (227.143] (13 818.070)
Nelbook valua 8.9 928 158 7 5 587,601 4938 41,518 545734 01,504 _16,076,08
Year ended Cacember 2013
Opaning net book valua 4,376,934 2,925,186 1171,M6 1587601 1,734,935 431,698 2,645,734 201,568 18,078,088
Additions. . 11,000 - 9,114 15,031 183,907 29,643 645,457 18,479 882,631
Movement in surplus on aseels revalued during the year 1,773,512 624,804 321619 473,714 - - B - 3,193,653
Deficil an ravaluation razegnized in the
profit and |oss account - nat [1,000) {12,273 (24,027) {19,569) . . - - (66,389)
Digposals . (242,450} - . (2367 {3,643} (8,137 (43,381} {309,998)
Depraciation charge . - {17,525}  (AT.99%) (78,688) {326,598  (116,053) ({1,072,582) (88,662}  (1,718,405)
Exchange rate adjustments . - - - 988 1,589 4,778 3,179 10,605
Other adjustments { transfers - - [14,008) (319] (56,389} [ (70,7291
Closing net book value 876,881 42,708 2 158 58 438 B 098,876
At December 31, 2018
Cost/ Revalusd amount . 6,150,448 AL2TETH 1,440028 3,038,083 5272660 1,995,322 11,520,228 349,844 33,048,809
Accumulated depreciation . - . - - {3.696,798) (1684,117] 19,381,566 238, 358 14,949,933
Net book valua g " ] 4 2.034,08 £78 84 4 2,158 58 __111.489 18,096,876
Rala of daprecialion (parcantage) - 1% - 3% 2.5% 1.8% A0% - 20% 0% - 25%  12.5% - 50% 25%
;7
Bullging on | Building on
hald Ernahald Lanse hold Fumtura Office
thol_d land| L lund | F e L o improvament | and fixturs | equipment Vahiclas Tatal
{Rupees In "0IKI")
At January 1, 2017 .
Cost / Revalued amount 4,358,934 007930 1171324 2520975 4802297 1975248 10,364,540 413,895 28,724,143
Accumulated depraciation - (17 025 5,060} (60504 3,200 5o’ 1,423 640 7830817 237 4 12625431
Net back valua : GO0 D05 36 284 345 4 a oy 504 &5 4
Year anded Cacember 2017 -
Opening nal book valus 4,358,934 2990805 1,136,264 2,549,471 1,601,298 561808 2733123 176,409 16,098,712 i
Additions. 15,000 - 71,820 116,453 518612 268,108 1,058,860 123575 1.933 445
Movement in surplus on assats revalued during the yaar - - . - - - . .
Deaficit an ravalualion recognised in the - - - -
profil and loss account - net - . - - - - - - -
Disposals {47,834) - {2.100) {37.919) {1,268} {7,142} {18,807 {116,150)
Deprecialion charge {16.888) [36,932) (75,060) (329,282} (140416 1,136.082) {78,197) {1.813,865)
Exchange rate adjustmants - - - (443} (526) {4,155) 188 {4,935}
Other adjustment / transfar - - 163 [163) {17,421} {3.996) 510 2N (21,1201
Clasing net book vatue =004 2526105 \\JL3)6 2307601 1734936 451513 2easTi  Joigee 16076088
At Dgcember 21, 2017 :
Cosl / Revaluad amount 4,376,934 2,958,930 1243306 2744105 5110322 1,873,238  11,155214 429,008 20,902 188
Actumulated depreciation - (32,745} (71991) (1568504} (3375387) (1,541720) {8 509,550} (227.143)  {13,916,070)
Net book valug 0 e 329,189 L1115 2587601 1734935 431518 2648 734 miPL868 16076088
Rate of depraciation (parcentage} . 1% .3 2.5% 2.5% 10% - 20% _10% - 28%  12.5% - 50% 285%

The properties of the Bank have been revalued by independent professional valuers as at December 31
Javed Associates, M/s. Harvester Sarvices {Private} Limited and M/s.Hantid Mukhtar & Co. (Private)
market values which resulted in an increase in surplus by Rs. 3,194 million and a defi

equity and the deficit has been charged to the profit and loss account.

Had there been no revaluation, the carrying amount of the revalued assets at Decem

million),

Freehold lang

Leaseheld jand

Buildings on freehold land
Buildings on leasehold land

» 2018, The revaluation was carried out by Mfs. Akbani &
Limited on the basis of professional assessment of present
cit of Rs.86.8 million. Accordingly, the surplus has been transfarred to the

ber 31, 2018 would have been Rs. 5,443.968 miliion (2017 Rs. 5,742.080

2018 2017
Nethook Nethook Netbook  Met book
value at  value at value at value at
Cost  Revalued Cost Revalued
amount amount
——seeee——{Rupees in '0OD" -
1,526,928 6,180,445 1,638,928 4,376,934
1,441,858 3,278,701 1,696,418 2,926,185
1,043,992 1,440,029 1,094,677 1171315
1,421,392 3,038,083 1,413,837 3 587 601
5,443,058 13,907,289 5742,060 11,082,035

10.2.2 Included in cost of property and equipment are fully depreciated items still in use having cost of Rs. 9,774.91 million {2017; Rs. 8,644 77 miflion).

10.2.3  Carrying amount of idie and held for sale properties.

2018 2017
wee—{RUPOSS in ODD)esvre-s

209 150 188, 418

10.2.4  Sale of fixed assets to related parties are disclosed in Annexure II! to these unconsolidated financial statements.
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INTANGIBLE ASSETS

Capital work-in-progress / Advance payment to' suppliers
Software

At January 1

Cost

Accumulated amortisation and impairment
Net book value

Year ended December 31
Opening net book value
Additions - directly purchased
Amortisation charge
Exchange rate adjustments
QOther adjustments

Closing net book value

- At December 31

Cost

Accumulated amertisation and impairme_nt
Net book value

Rate of amortisation (percentage) e

Useful life

Note

2018

' BANK ALFALAH LIMITED |

2017

-——-{Rupees in 000)-------

180,901 129,689
1,102,615 1,342,581
1,283,516 1,472,270
3,448,109 2,918,660

{2,105,528) (1,658,513)
1,342,581 1,259,147
1,342,581 1,259,147

249,669 529,443

{488,400) (446,135)
1,170 -
(2,405) 120
1,102,615 1,342, 581
3,761,048 3,448,109

{2,658,433) (2,105,528)

1,102,615 1,342,581
20% 20% -
S years 5 years

Included in cost of intangible assets are fully amortized items still in use having cost of Rs. 1,349.493 million (2017: Rs.

1,010.07 million).

OTHER ASSETS

Income! Mark-up accrued in lacal currency -net of provision =~

Income/ Mark-up accrued in foreign':::urrency - net of provision
Advances, deposits, advance rent and other prepayments
Advance taxation (payments less provisions)

Non-banking assets acquired in satisfaction of claims
Dividend receivable

Mark to market gain on forward foreign exchange contracts
Mark to market gain on derivatives

Stationery and stamps on hand

Defined benefit ptan

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

1211

87

12.2

12.3

1211

M”’l/

11,861,352 11,306,280
538,855 - 462,647
2,397,511 2,104,045
- 1,067,133
615,517 647,286
2,768 13,892
4,519,604 1,978,336
68,224 14,174
37,631 67,522
923,633 729,546
311,104 -
527,067 362,932
208,651 145,583
13,319,265 10,701,434
221,880 376,810
35,551,062 29,977,620
{389,766) (147,254)
35,161,296 29,830,366
159,530 127,926
35,320,826 29,958,291
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277 7 777 BANK'ALFALAHLWITED
Note 2018 2017

-=-=-(Rupees in 000}~

Market vatue of Non-banking assets acquired in satisfaction of claims - properties only 748,865 782,636

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
professicnal assesment of present market values which resulted in an increase in surplus by Rs. 33.421 million,

Non-banking assets acquired in satisfaction of claims

Opening Batance 775,211 471,385
Additions - - 234,191
Revaluation 33,421 78,906
Disposals {24,775) (3,893)
Depreciation {8,810) (5,358)
Impairment - -
Closing Balance = _ 775,047 775,211

12.1.2 GainiLoss on Disposal of Non-banking assets acquired in satisfaction of claims

12.2

123

12.4

13

Disposal Proceeds 24,775 8,241
less
- Cost : _ 24,775 (3.893)
- Impairment / Depreciation _ (24,775 -

- (3,893)
Gain/Loss : 24,775 4,348

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

.created against non-recoverable amount.

Provision held against other assets

Advances, deposits, advance rent & other prepayments 371,811 104,524
Non banking assets acquired in satisfaction of claims . 17,955 42,730
389,766 147,254

Movement in provision held agalnst other assets

Opening balance ' 147,254 623,878
Impact of adoption of IFRS 9 - overseas branches 5,795 -
Balance as at 01 on adoption of IFRS 9 153,049 623,878
Charge for the year ' ' 421,760 -
Reversals (10,348) (37,723)
Amount Written off {144,945) (1,229)
Exchange and other adjustments : (29,750) {5,047)
Classified as held for sale - (432,625)
Closing balance 389,766 147,254
BILLS PAYABLE

In Pakistan 35,825,039 20,792,002
QOutside Pakistan 163,186 90,9568

35,988,225 20,882,970

I
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1441

14.2

14.3

144

14.5

14.6

14.7

14.8

14.9

1410

BORROWINGS

Secured
Borrowings from State Bank of Pakistan
Under export refinance scheme

Long-Term Finance Facility

Financing Facility for Storage of Agriculture Produce (FFSAP)
Repurchase agreement borrowings

Repurchase agreement borrowings

Bai Muajjal
Total secured

Unsecured

Call borrowings

Overdrawn nostro accounts
Trading liabilities

Others
Total unsecured

This facility is secured against a demand promissory note executed in favour of the State Bank of Pakistan, The mark-
rate on this facitity ranges from 1.00% to 3.75% per annum (2017: 1.00% to 3.00%

This facility is secured against a demand promissory note executed in favour of the State Bank
rate on this facility ranges from 2.00% to 5.00% per annum (2017: 2.00% to 5.0

55

Note

14.1
14.2
14.3
14.4

14.5
14.6

147

14.8

14.9
14.10

2018

BANK ALFALAH LIMITED

2017

=-—-—{Rupees in 000)--——-

26,344,557 | [ 20,568,840
11,199,254 7,173,372
263,033 56,536
35,962,700 | | 107,982,494
73,769,544 135781242
11,163,509  17,237.602
22,268,894 37,650,637
107,201,947 190,660,481
14,951,967 10,332 574
947,547 970,114
. 5,221,517

536,780 -
16,536,294 16,524,205
123,738,241 207,193,686

up

per annum) payable on a quarterly basis.

of Pakistan. The mark-up
0% per annum) payable on a quarterly basis.

This facility is secured against a demand promissory note executed in favour of the State Bank of Pakistan. The mark-up
rate on this facility is 6.00% per annum (2017: 2.50% to 10.00% per annum) payable on a quarterly basis.

This represents repurchase agreement borrowing from SBP at the rate ranging from 5.78% to 10.16%
5.80% to 5.82% per annum) having maturities upto January 2019 (2017: January 2018),

. This represents repurchase agreement borrowing from other banks at the rate of 2.78%
1.55%% to 5.82% per annum) having maturities upto January 2019 (2017 February 2018),

per annum {(2017:

to 10.25% per annum (2017:

This represents borrowings from financial institutions at mark-up rates ranging from 6.10% to 9.70% per annum (2017.
95.73% to 5.83%) having maturities upto March 2019 {(2017: Cctober 2018).

This represents borrowings from financial institutions at mark-up rates ranging from 0.50% to 10.25%

0.60% to 5.75%) having maturities upte June 2019 (2017: March 2018).

per annum (2017:

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

This represents liability in respect of short selling of Pakistan Investment Bonds held as collateral égainst repurchase

agresment lendings.

This includes borrowing from Pakistan Mortgage Refinance Company Limited {PMRC) to extend 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 50hps.

This also includes borrowing from Karandaaz Pakistan Limited in li
venture into SME segments. The participation carries a spread of 315

ol

eu of Risk Participation Agreement to support Bank's
bps aver the KIBOR rate.
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- 2018 2017
i -~——{Rupees in 000}
i 14,11 Particulars of borrowings with respect to Currencies
in locat eurrency 101,980,729 186,966,566
1. in foreign currencies 21,757,612 20,227,120
123,738,241 207,193,686
I
15  DEPOSITS AND OTHER ACCOUNTS
n 2018 2047
curancy _|_curencios | %% | curoncy | _corremmiee Tota
{Rupees in '000")
- Customars
Current deposits 253,826,090 [ 31,077,261 | 284,903,351 [ 236,043,622 21,553,885 257,597,507
Savings deposits 182,286,764 | 29,222,301 | 211,509,085 | 190,264,019 26,277.335 216,541,354
Term deposits ! 103,144,924 | 42,383,783 | 145,528,707 | 110,563,893 20,446,144 131,010,037
Others 10,007,520 1,920,061 11,927,581 4,162,476 831,961 5,004,437
549,265,298 104,603,408 853,868,704 541,034,010 69,204,325 610,243,335
D Financial Institutions '
Curent deposits 2,133,877 533,400 2,667,377 1,147,240 165,698 1,312,836
Savings deposits 30,625,516 53,408 30,678,925 20,319,241 34,608 20,353,939
U Term deposits 14,220,573 1,401,959 15.322,532 8,043,860 1,150,279 9,194,148
- Others 47,926 8,618 57,742 3,880,609 - . 3,880,608 |
. 47,027,992 1,998,584 49,026,576 33,380,959 1,350,673 34,741,632
) | 596,203,290 106,601,990 702,895,280 574,424,969 70,559,998 644,984,967
‘
2018 2017
 ——{Rupees in 000}--—-—-
15.1 Composition of deposits
- Individuals 347,909,423 342,182,573
- Government (Federal and Proﬁincial) 45,416,762 32,448,285
- Public Sector Entities . 46,524,311 28,802,279
- Banking Companies ) §28,326 1,994,835
- Non-Banking Financial Institutions 48,498,250 32,746,797
- Private Sector\ 214,018,203 206,812,158
702,895,280 644,984,967

15,2 This includes deposits eligible to be covered under insurance'a'r_'range_ments amounting to Rs 400,654 623 mitlion (2017 Nil).




: n 2018 2017
: : —-=-=-{Rupess in 000)--—---
16 SUBORDINATED DEBT
n. 16.1 Term Finance Certificates V - Quoted, Unsecured 4,989,000 4,991,000
lssue amount Rs. 5,000,000,000
D Issue date February 2013
. Maturity date February 2021
Rating "AA-" (Double A Minus) by Pakistan Credit Rating
Company Limited {"PACRA"),
n Security Unsecured
Ranking Subordinated to all other indebtedness of the Bank
including deposits but superior to equity and ADT-1
instruments.
D Profit payment frequency Fayable semi-annually in arrears.
Redemption ' 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 principal
of 99.70% at maturity in the 96th month.
- Mark-up Base Rate + 1.25 percent
' Base Rate is defined as the simple average of the ask
rate of the six months KIBOR prevailing on one business
day prior to 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.
Lock-in-clause Mark-up will only be paid from the Bank's current year's
earning and if the Bank is in compliance of regulatory
D MCR and CAR requirements set by SBP from time to
time.
Call option o There is no call option available to the Bank.
: D 16.2 Term Finance Certificates - Additlonal Tier- - Quoted, Unsecured
o Issue amount . : Rs. 7,000,000,000 7,000,000 -
ssue date March 2018
! Maturity date - . Perpetual
Rating o "AA-" (double A minus) by JCR-VIS Credit Rating
- Company Limited.
Security . Unsecured
Ranking Subordinated to all other indebtedness of the Bank
including deposits but superior to equity.
Profit payment frequency Payable semi-annuatly in arrears.
Redemption Perpetual '
Mark-up 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 feature.
(Base Rate is defined as the six months KIBOR (Ask
side) prevailing on one (1) business day prior to previous
profit payment date
Lock-in-clause Mark-up will only be paid from the Bank’s cusrent year's
: earning and if the Bank is in compliance of regutatory
MCR and CAR requirements set by SBP from time to
Loss absorbency clause In conformity with SBP Basel |l Guidelines, the TFCs
o shall, if directed by the SBP, be permanently converted
into ordinary shares upon: (i) the CET 1 Trigger Event ;
(if) the point of non-viability Trigger Event ; or {iii) failure
by the Bank to comply with the Lock-In Clause. The SBP
wili have full discretion in deciaring the peint of non-
viability Trigger Event.
Cali Optien The Bank may, at its sole discretion, exercise call option
any time after five years from the Issue Date, subject to
prior approval of SBP,

C— T =

=

)LA,{ H 11,889,000 4991000
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DEFERRED TAX LIABILITIES

Deductible Temparary Differences on

- Provision against investments

- Provision against advances

- Provision against off balance sheet obligations
- Provigion 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
- Accelerated tax depreciation
- Exchange translation reserve

Deductible Temporary Differences on

- Provision against invesiments

- Provision against advances

- Provision against off balance sheet obligations
- Gain on revaluation of HFT investments

- Provision against other assets

Taxable Temporary Differences on

- Surplus on revaluation of fixed assets
- Surplus on revaluation of investments
- Accelerated tax depreciation

OTHER LIABILITIES

Mark-up/ Return/ Interest payable in locai currency
Mark-up/ Return/ Interest payable in foreign currency

Unearned commission and income on bills discounted and guarantess

Accrued expenses
Current taxation
Acceptances
Dividends payable

Mark to markst loss on forward foreign exchange contracts

Mark to market loss an derivatives
Branch adjustment account
Provision for Compensated absences

Payable against redemption of customer loyalty / reward points

Charity fund balance
Provision against off-balance sheet obligations

Security deposits against leases, lackers and others

Worker's Welfare Fund

Payabie to vendors and suppliers
Indirect Taxes Payable

Others

33 BANK ALFALAM LIMITED
2018
‘At January 1, Recognised in Recognised in At December 31
2018 P&E AC QCl 2018
{Rupees in 000)
{174,218) 32,844 (27,184) (168,568)
(118,504) (148,434) - (266,938)|
(244,487) 20,621 - (223,866)
- (5,720) - (5,720)
- {16,6580) - {16,650}
{2,573) (12,289) - (14,842)
{539,782) (129,648) {27,194} (696,624)
828,306 (2,807) 503,685 1,329,184
1,411,085 - (1,413,967} (2,882)
1,454,141 {170,019) 670 1,284,792
: - - 156,232 156,232
3,693,532 (172,826) (753,380) 2,767,326
3.153,750 (302,474) {780,574) 2,070,702
2017
AtJanuary 1, Recognised in Recognised in At December 31
2017 P&L AIC acl 2017
{Rupees in 000)
(2,264,329) 2,000,111 - {174,218)
{392,066) 273,562 - {118,504}
(13.078) 13,078 - : -
38 (2,611) - (2,573
{309,218) 64,731 - (244 487)
{2,978,653) 2,438,871 - {539,782)
840,539 (18,198) 5,965 828,306
3,395,873 - (1,988,788) 1,411,085
1,388,669 92,708 {27,236) 1,454,141
5,629,081 74,510 (2,010,059) 3,893,532
2,650,428 2,513,381 (2,010,059) 3,153,750
Note 2018 2017
~—~—--{Rupees [n 000)}—---
2,107,388 1,388,850
610,511 202,738
220,584 230,353
3,954,081 3,350,008
926,956 - -
13,318,265 10,701,434
84,229 60,729
970,502 968,882
1,168 -
- 220,523
498,010 393,456
274,076 200,433
20 833
18.1 78,450 65,463
6,808,459 6,210,193
970,920 578,831
601,657 504,868
445,732 326,769
1,578,115 1,658,126
33,454,124 27,062,729




o _ _ Vel e BA"NI(ALF'ALA'H' LIMITED
_ 2018 2017
18.1  Provision against off-balance sheet obligations ---—{RUupees in 000)-------

Opening baiance o 65,463 169,708

Exchange adjustment and other adjustments 13,759 (2,907

Charge for the year : 33,994 37,875

Reversals (34,768) (39,213)

: {7172) (1,338)

- Closing balance ' 78,450 65,463

The provision against off batance sheet obligations include general provision of Rs. 66,50 million (2017 Rs. 53.50 millicn)
hetd in Bangladesh book as required under the local regulation and specific provision of Rs. 11.95 million held against
defaulted Letter of Guarantees, The bank is making efforts for recovery of the defaulted amount.

19  SHARE CAPITAL

19.1 Authorized Capital

2018 2017 2018

2017
-------- -{Number of shares):-=-------

~-——-{RUpees in 000)-------

2,300,000,000  _2,300,000.000  Ordinary shares of Rs. 10 each 23,000,000 23,000,000

19.2 Issued, subscribed and paid up Capital

L Y

2018 2017 S 2018

2017
—————— {Number of shareg)-.-——- ----—{Rupees in 000)-------
Qrdinary shares :
888,650,908 883,165,724  Fuliy paid in cash 8,888,509 8,831,657
885,711,966 724,408,250  Issued as bonus shares 8,857,120 7,244 063

1,774,362,874  1,607,571,974

17,743,629 16,075,720
1,774,362,874  1,607,571,974

17,743,629 18,075,720

During the year the Bank has issued 5,485,184 ordinary shares having face value of Rs. 10/- each to its employees on
exercise of options vested under the Employees Stock Option Scheme {ESQOS) (note 39). The paid-up capital of the Bank
before issuance of shares to employees was Rs. 16,075,719,740 (divided into 1,607,571,874 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 this, the Bank issued 161,305,716 number of shares as a 10% bonus issue. The share capital after
such issue increased to Rs. 17,743,628,740 (representing 1,774,362,874 shares of Rs. 10 each). '

s 3 O3

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

20 SURPLUS/DEFICIT) ON REVALUATION OF ASSETS

Surplus / (deficit) on revaluation of

# - Available for sale securities 8.1 (8,407) 3,901,382
NS - Fixed Assets ) : 201 8,508,874 5,365,558
- Non-banking assets acquired in satisfaction of claims 20.2 " 159,530 127,925
- - Surplus on revaluation of Investment held for sale in Afghanistan 303 130,288
. 8,660,300 9,525,153
= Deferred tax on surplus / {deficit) on revaluation of:

- Available for sale securities . . {2,943) 1,365,484
- Fixed Assets ' S 20.1 1,298,534 819,099
- Non-banking assets acquired in satisfaction of claims SN 20.2 - 30,653 24 654
= - Surplus on revaluation of Investment held for sale in Afghanistan’ : 61 45,601
_ : - 1,326,302 2,254 838
Derivatives 48,952 14,933
7,382,950 7,285,248

J R
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"
Restated
2018 2017
e — {Rupees in 000)--mx---
T 204 Surplus on revaluation of fixed assets ~
Surplus on revaluation of fixed assets as at January 1 5,345,558 5,385,843
- Effect of change in accounting policy for surplus /
: (deficit) on operating fixed assets - note 4.1.2 - 45,583
Surplus on revaluation of fixed assets as at January 1 - restated 5,365,558 5,431,426
Recognised during the year : 3,193,653 -
- ‘ Realised on disposal during the year - net of deferred tax - {15,744)
i Transferred to unappropriated profit in respect of incremental
L depreciation charged during the vear - net of deferred tax (32,719) {32,370)
Related deferred tax liability on incremental
"" depreciation charged during the year (17,618) {17,754)
L Surplus on revaluation of fixed assets as at December 31 8,508,874 5,365,558
l.ess: related deferred tax liability on:
Revaluaticn as at January 1 819,098 826,917
; Effect of change in accounting policy for surplus /
{deficit) on operating fixed assets - note 4.1.2 _ - 15,446
Revaluation as at January 1 - Restated 818,099 842,363
3 - revaluation recognised during the year 497,050 o
; - surplus realised on disposal during the year - (5,510)
- incremental depreciation charged during the year - (17,618) (17,754
: 1,298,531 819,099
3 7,210,343 4,546,459
20.2  Surplus on revaluation of non-bénklﬁg‘assets acquired in satisfaction of claims
] Surplus en revaluation as at January 1 127,925 50,890
Recognised during the year o , 33421 78,906
Transferred fo unappropriated profit in respect of incremental '
] depreciation charged during the year - net of deferred tax {1,180) (1,427)
Related deferred tax liability on incremental
depreciation charged during the year (636) (444)
! Surplus on revaluation as at December 31 159,530 127,925
: Less: related deferred tax liability on: . -
- revaluation as at January 1 24,654 13,623
- revaluation recognised during the year 6,635 11,475
- incremental depraciation charged during the year {636) {d44)
30,653 24 654
128,877 103,271
21 ASSETS HELD FOR SALE
211 During 2017, the Board of Directors of the Bank accorded its in-principle approval and authorised the management of the

Bank to explore the possibility to sell the Afghanistan Operations of the Bank to a potential buyer, subject to obtaining all
regulatory approvals, compliance with applicable laws and regulations in the matter.

During the current year, the Bank signed a Business Transfer Agreement with a potential buyer for the sale of the
Afghanistan operations and subsequently an application for approval of the transaction was made to the DA Afghanistan
Bank (DAB), the Central Bank in Afghanistan. The DAB has raised some queries on the application which the Bank and the
potential buyers are in the process of responding.

Resultantly, all assets and liabilities and income and expenses for the Bank's Afghanistan Operations are being presented as
separate line ilerns 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 reporied

historically. ,Qu( 7‘/
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21.2  The financial position and results of assets classified as held for sale are as follows:

L

(.

-

STATEMENT OF FINANCIAL POSITION

Assets held for sale

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments - het

Advances - net

Fixed assets

Other assets

Liabilities directly associated with the assets held for sale

8ills payable

Deposits and other accounts
Deferred tax liabilities

Other liabilities

PROFIT AND LOSS ACCOUNT
Mark-up/Returnfinterest Earmned
Mark-up/Return/Iinterest Expensed
Net Mark-up/ Interest income
Non mark-upfinterest income
Fee and Commission Income
Foreign Exchange Income:
Income / {loss) from derivatives
Gain / (Loss) on securities

Other Income

Total non-markup/interest Income
Total Income

Non mark-up/interest expenses
Operating expenses

Other charges

Total non-markup/interest expenses

Profit Before Pravisions
Provisions and write offs - net

Profit before taxation from discontinuing operations

Taxation

Profit after traxation from discontinuing operations

w‘f"

Note

21.21

2018

2017

----- —~(Rupees in 000)-------

4,764,918 7,594,852
3,431,895 1,025,996
10,470,354 5,288,982
4,556,565 11,592,895
224,090 1,108,663
9,370 11,918
91,897 198,418
23,589,489 26,821.724
4,549 8,575
20,287,651 24,491,178
223 45,601
142,973 . 213,742
20435396 24,759,086
353,037 743,588
18,929 154,769
335,008 588,819
188,049 153,492
14,653 18,047
48,637 -
{42,586) 132,593
- (14)
208,753 305,018
543,761 893,837
323774 458 803
1,263 1,923
325,037 460,726
218,724 433,111
{561,776} 93,292
780,500 339,819
305,548 138,755
474,952 201,064
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I- 21.2.1 This includes reversal of provision amounting to Rs. 443.888 million (USD 3.949 miltion), previously held against amount
blocked in the Bank's Nostro account following settlement of dispute, and release of funds in favour of the Bank,
r Note 2018 2017
------- {(Rupees in 000}~-av-mv
r 22 CONTINGENCIES AND COMMITMENTS
-Guarantees 221 57,086,398 64,176,351
':] -Commitments 22.2 | 437,946,981 349,133,904
-Other contingent liabilities 2231 13,222,064 9,787,372
:I 508,255,423 423,097,627
221 Guarantees:
J Financial guarantees 731,536 176,943 |
Perfarmance guarantees 32,153,833 34,549,521
Other guarantees 24,201,028 29,449 887
57,086,398 64,176,351
22.2 Commitments:
Bocumentary credits and short-term trade-related transactions
U - Letters of credit 68,026,025 73,773,817
Commitments in respect of;
U - forward foreign exchange contracts 22.2.1| 228,265,364 92,108,750
- forward government securities transactions 22.22| 76,821,957 128,052,456
. - derivatives 2223 12,051,091 8,865,756
e
- - forward lending 22.2.4]| 34,773,260 30,207,372
- operating leases 16,897,381 15,782,823
Commitments for acquisition of:
- operating fixed assets 604,674 99,373
- intangible assets 507,209 219,605
ﬁ Other commitments 2225 _ - 23,952
437,946,961 349,133,904

! 1 l 3

¢ | S

L.




i C3 O

22.21

22,22

2223

22.2.3.1

22,2.3.2

22.24

22.2.4.1

22.2.5

22.3

22.31

22.4

22.41

T

Commitments in respect of forward 'foreign exchange contracts

Purchase
Sale

Commitments in respect of forward government securities transactions

Purchase
Sale

Commitments in respect of derivatives
Interest Rate Swaps

Purchase
Sale

Futures
Purchase

Sale

Commitments in respect of forward lending

Undrawn formal standby facilities, credit lines and other commitments to. Jend

Commitments in respect of investments

22241

'BANK ALFALAH LIMITED

2018

2M7

140,128,603 60,285,544
88,136,761 31,823,206
228,265,384 92,108,750
39,518,422 116,034,680
37,303,835 12,017,776
76,821,957 128,052,456
10,650,708 8,865,756
10,650,708 8,865,756
1,400,383 -
1,400,383 -
29,428,567 22,628,329
5,344,693 7,575,043
34,773,260 30,207,372

These represent commitments that are irrevocable because they cannot be withdrawn at the discretion of the Bank without

the risk of incurring significant penalty or expense.

Other commitrnents

Denations
Other contingent liabilities

Claims against the Bank not acknowledged as debts

23,952

13,222,064

9,787,372

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. Based on legal
advice and / or internal assessment, management is confident that the matters wili 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.

Contingency for tax payable

There were no tax related contingencies other than as disciosed in note 33.2.

Au.{*"
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23 DERIVATIVE INSTRUMENTS

39

BANK ALFALAHLIMITED

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

231 ProductAnalysts'

Interest Rate Swaps Futures -
Mark to Mark to
Counterparties ‘No. of Notional market No. of Notional  market gain /
- contracts Principal gain/loss contracts Principal loss
{Rupeaes In 000)

With Banks for

" Hedging 22 10,650,708 88,487 - - -
With Fls other than banks
Hedging - - 88 1,400,383 {21,432}
Total

. Hedging 22 10,650,708 88,487 88 1,400,383 {21,432)
2017
Interest Rate Swaps Futures
Counterparties Notional Mark to No. of Notional Mark to
market gain market gain /
contracts Principal {loss contracts Principal loss
{Rupees in 000)

With Banks for .

Hedging 23. 8865756 13.241 - - -
Total ]

- Hedging 23 B B65756 - - - -

23.2  Maturity Analysis 2018
eseis—— e {Rup&es 0 000}  —
Remaining Maturity No. of Notional Mark to Market
Contracts { Principal Negative Positive . Net

Upto 1 month . . - - -
1 to 3 months 88 1,400,383 21,432 - {21,432)
3 to 6 months 6 3,540,979 - 16,651 16,651
6 month to 1 Year 4 1,624,684 - 13,821 13,821
1to 2 Year 2 1,388,619 - 17,286 17,286
2to 3 Years 4 1,596,912 - 20,548 20,548
3to 5 Years 2 1,110,895 - 12,432 12,432
5to 10 years 4| 1,388,619 - 7,749 7,749

Above 10 Years - - - - .

Total 110 . 12,054,091 21,432 88,487 67,055
2017 .
{Rupees In 000} ——
No. of Notional Mark to Market Net

Remaining Maturity Contracts | Princlpal Negativa Positlve
Upto 1 month - - - - -
110 3 months - - - - -

3 to 6 months - - - - .

i month to 1 Year - - - - -
1102 Year 11 4,504,277 5,168 17,166 11,998
210 3 Years 2 1,104,172 1,033 5,689 4656
Jto 5 Years [ 2,153,135 - 9,866 9,866
510 10 years 4 1,104,172 13,275 929 {12,348}
Above 10 Years - - - - -
Total 23 8,865,756 19,476 33,650 14,174

23.3 Risk management related to derivatives is discussed'in note 41"{.720_1 !,_/
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h Note 2018 2017
------- {Rupees in 000)-------
24 MARK-UP/RETURN/INTEREST EARNED -
n
Oon :
a) Leans and advances 37,196,298 28,273,923
k) - Investments 19,005,495 25,297 579
" c) Lendings to financial institutions 1,332,729 2,057,213
a) Balances with banks 86,237 52,039 -
- e) On securities purchased under resale agreements 1,697,583 494,747
: o 59,318,342 56,175,501
25 . MARK-UP/RETURN/INTEREST EXPENSED
On:
a) Deposits 19,694,356 15,822,067
b) Borrowings 1,302,924 1,027,470
) Securities sold under repurchase agreements 4,355,706 8,802,388
d) Sub ordinated debt and ADT-1 instrument 989,221 626,498
e) Cost of foreign currency swaps against foreigh currency deposits / barrowings 1,282,525 852,503
f) Reward points - _ 102,555 68,390
27,727,287 27,199,318
a 26 FEE & COMMISSION INCOME
Branch banking customer fees 1,462,816 1,335,569
3 Consumer finance related fees 224,228 190,589
¥ Card related fees (debit and credit cards} 848,104 907,652
Credit related fees : _ 148,340 217,400
Investment banking fees - 195,491 281,326
:] Commission on trade 1,242,681 1,037,828
" Commission on guarantees - 370,779 372,561
Commission on cash management 20,948 23,330
Commission on remittances including home remittances 165,419 77,770
] Commission on bancassurance . : 394,931 391,316
Card acquiring business 296,297 96,497
Wealth Management Fee ' 67,008 159,845
Comrmission on EQBI 114,130 89,433
Commission on BISP 282,920 384,738
ADC 330,650 286,517
_ Others : . 126,932 150,635
6,291,672 6,013,008
27 GAIN / (LOSS) ON SECURITIES
Realised : 271 1,035,294 1,141,473
Unrealised - held for trading- 8.1 {42,406) (7,351}
' 992,888 1,134,122
[ 271 Realised gain/(loss) on:
Federal Government Securities 1,243,684 637,871
[ - Shares : (242,227) 512,477
Non Government Debt Securities _ 2,811 (9,876)
Foreign Securities 31,026 1,001
' : 1,035,294 1,141,473
“~ 28 ..OTHER INCOME
Gain on sale of fixed assets-net 135,794 11,668
| Gain on sale of non banking assets - net 12.1.2 24,775 4,348
income from short sell of securities - 29,783
Profit from sale of leased assets 31,204 38,855
191,773 84,654
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OPERATING EXPENSES

Total compensation expense

Property expense

Rent and taxes

Insurance

Litilitizs cost

Security {including guards)

Repair and maintenance (including janitorial charges)

Depreciation
Others

Information technology expenses
Software maintenance :
Hargware maintenance
Depraciation

Amortisation

Network charges

Others

Other operating expenses

Directors’ fees and allowances

Fees and allowances to Shariah Board
Legal and professional charges
QOutsourced services costs

Travelling and conveyance

NIFT clearing charges

 Depreciation

Training and development
Postage and courier charges
Communication

Stationery and printing
Marketing, advertisement and publicity
Donations

Auditors Remuneration
Brokerage and Commission
Entertainment

Repairs and maintenance
Insurance

Cash Handling Charges
CNIC Verification

Others

Total compensation expense

Fees and Allowances etc
Managerial Remuneration
i) Fixed

i} Variable

of which;

a) Cash Bonus / Awards etc.

b) Bonus and Awards in Shares etc.
Charge for defined benefit plan
Contribution to defined centribution Plan
Medical
Cenveyance
Staff compensated absences
Others
Sub-total
Sign-on Bonus
Severance Allowance
Grand Total

47T

Note

281

371

29.3
294

29.11

388
39

29.1.2

P\W

g -ALCF, _ .

2018 2017

9,663,606 10,044,344
2,047,627 2.017,041
878,260 886,779
598,283 635,419
778,795 535,044
450,809 459,340
4.761,774 4,533,623
876,760 662,726
200,168 227,341
380,242 425284
488,400 446,135
329,082 389,332
2,274,652 2,150,818
163,981 126,018
6,990 6,720
275,736 1,204,104
1,278,434 1,302,518
511,652 437,870
74,180 80,423
877.354 928,241
59,634 158,623
238,107 176,327
257,198 194,790
458,603 441,190
§10,126 745,113
36,594 0,948
39,119 30,490
142,102 166,308
206,725 180,688
287,582 347 877
860,609 815,845
369,228 413,743
92,465 91,077
443,308 - 284,431
7,276,724 7.943,142
23,966,756 24671,007 -
7,609,980 7,384,019
1,202,259 1,171,339
13,036 26,693
185,753 250,153
324,410 320,478
12,996 19,034 |
181,747 177,008
104,514 (8,148)
(43,132) 9,758
9,591,563 9,341,232
37,850 5,638
24,193 694,474
9,653,606 10,044,344




29.1.1 The Bank operates a short term employee benefit scheme which inciudes cash awards/ performance bonus for all eligible
employees. Under this scheme, the bonus for all executives, including the CEQ is determined on the basis of employees'
evaiuation and Bank's performance during the year. The aggregate amount determined for the eligible employees in respect of

" the above scheme relating to the Key Management Personnel of the Bank and for Other Executives amounted to Rs. 239.48

million {2017: Rs. 260.190 million) and Rs. 482.278 million (2017: Rs. 368.285 miltion) respectively.

29.1.2" This includes exgratia payment made to the outgoing CEC in 2017.

29.2  Total cost for the year included in Other Operating Expenses relating to outsourced activities is Rs 636.858 million {2017: Rs
653.673 million) pertaining to the payment to companies incorporated in Pakistan. This includes payments other than outsourced
sefvices costs, which are disclosed above.

[ 29.3 Donations Note 2018 2017
5 {Rupees in 000)-------
Child Aid Association « 1,700 -
[ Family Educational Services Foundation 3,250 -
: 1BA Karachi 22,000 -
Manabik Shahajya Sangstha ' 994 -
Supreme Court Diamer Bhasha And Mohmand Dam Fund 8,650 -
Aman Foundation _ ' - 6,300
" Karachi Lions Pediatric Nephrology Project (NICH) . - 1,000
Shabab Murshid Development Foundation - Bangladesh - . 648
The Aga Khan University Hospital Medical College Foundation - 2,000
36,594 9,948

29.3.1 None of the Directors, Sponsor shareholders, Key management personnel or their spouses have any direct interest in the
Donees.

294 Auditors’ remunera_tlon

Audit fee : 14,553 12,690
Fee for other statutory certifications o 6,588 6,372
Fee for audit of foreign branches ’ ' 7,969 7.966
Special certifications and sundry advisery services 8,009 1,652
Out-of-pocket expenses 2,000 1,810

39,119 30,490

30 WORKERS WELFARE FUND

Through Finance Act 20ﬁ8. the Federal Government introduced amendments to the Workers' Welfare Fund (WWF) Ordinance;
1971 whereby the definition of industrial establishment was extended. The amendments were chaflenged and conflicting
judgments were rendered by various courts. Appeals against these orders were filed in the Supreme Court.

| o 1

The Supreme Court of Pakistan vide its order dated November 10, 2016 held that the amendments made in the law introduced
by the Federal Government for the levy of Workers Welfare Fund were not lawful. The Federal Board of Revenue filed review
petitions against the above judgment. These petitions are currently pending with the Supreme Court of Pakistan.

A legal advice was obtained by the Pakistan Banking Asscciation which highlights that consequent to filing 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.

kb OTHER CHARGES

Penalties imposed by State Bank of Pakistan 6,430 32,727

~ 32 PROVISIONS & WRITE OFFS - NET

B Provisions against lending te financial institutions : 16,344 -
Provisions for diminution in value of investments B.3.1 30,674 95,595
Provisions against ioans & advances 8.5 378,721 {445,186)
Provision against other assets - - ) o 12.4 411,412 (37,723)

o Provision against off-balance sheet obligations  « R 18.1 {772} {1,338)
Recovery of written off / charged off bad debts . ' p : {247,996) {227,778)

- : 588,383 {616,430)

g 33 TAXATION
Current 7,219,414 4,908,758
Prior years (229,453} (1,883,2086)
Deferred {302,474) 2,513,381

- 6,687,487 5,538,833

! Sl
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2018 2017

Relationship between tax expense and accounting profit

Accounting Profit before taxation

16,837,755 13,705,165

Tax at the applicable rate of 35% (2017: 35%) 5,893,214 4,796,808
Effect of:

permanent differences 7,010 42 B44
tax charge pertaining to overseas branches 33,512 110,039
adjustment of prior years - 517,925
Super tax 737,015 -
others 16,736 71,317

Tax expense for the year ' ___ 5687487 5,538 933

a)

b}

BASIC EARNINGS PER SHARE

The income tax assessments of the Bank have been finalized upto and including tax year 2018. Matters of disagreement
exist between the Bank and tax authorities for various assessment years and are pending with the Commissioner of
inland Revenue (Appeals), Appellate Tribunal Inland Revenue (ATIR), High Court ¢of Sindh and Supreme Court of
Pakistan. These issues mainly relate to addition of mark up in suspense to income, taxability of profit on government
securities, bad debts written off and disallowances relating to profit and loss expenses, o

In respect of tax years 2008, 2014, 2017 and 2018, the tax authorities have raised certain issues including defaulit in
payment of WWF, allocation of expenses to dividend and capital gains, dividend income from mutual funds not being
taken under income from business, disallowance of Leasehald improvements and provision against other assets resulting
in additional demand of Rs.789.862 million (December 31, 2017 : Rs.1,033.519 million}. As a result of appeal filed before
Cemmissioner Appeals against these issues, relief has been provided for tax amount of Rs.116.351 million appeal effect
orders are pending. Bank has filed appeals on these issues which are pending before Commissioner Appeals. The
management is confident that these matters will be decided in favour of the Bank and consequently has not made any
pravision in respect of these amounts.

The Bank has received an order from a provincial tax 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 to June 2014. Bank's appeal against this
order is currently pending before Commissioner Appeals. The Bank has not made any provision against this order and the
management is of the view that the matier will be settled in Bank's favour through appellate process.

Restated
2018 2017
==--{Rupees in 000}------

Profit for the year 10,625,220 8,367,206

------(Number of shares In "000)--—---

Weighted average number of ordinary shares ' ' 1,773,672 1,766,588

Rupees

Basic earnings per share 5,99 4.74

DILUTED EARNINGS PER SHARE

w-—-{RUpees in 000)--r---

Profit for the year ' 10,625,220 8,367,298

~——(Number of shares in *000)------

Weighted average number of ordinary shares {(adjusted

Reconciliation of basic and diluted earning per share

for the effects of all dilutive potential ordinary shares) 1,775,732 1,772,198
| Rupees
‘Diluted earnings pershare 5.98 4.72

-—~—-(Number of shares in '000)-------

Weighted average number of ordinary shares . _ o 1,773,672 1,766,588

Plus: Employee stock option scheme ' 2,060 5,608

Dilutive potentiai ordinary shares 1,775,732 1,772,186
: Note 2018 2017

CASH AND CASH EQUIVALENTS ;

Cash and Balance with Treasury Banks : 5 82,407,700 70,381,435
Balance with other banks : 8 ' 3,874,955 3,753,954
Call meney lendings 7 15,166,288 20,255,938
Overdrawn nostro accounts 14 (947,547) (570,114)
100,501,396 93,421,211
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2018 ' 2017
STAFF STRENGTH - {Numbear of employees}
Domestic Overseas Total Domestic Overseas Total
Permanent 8,224 198 8,419 7.503 195 7,698
On Bank contract ) 29 g2 o111 =] 85 151
Bank's own staff strength at the end of the year 8,250 280 8,530 7,569 280 7,849

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

DEFINED BENEFIT PLAN
General description

The Bank operates an approved funded gratuity scheme which cover all regular parmanent 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. Actuarial valuation
of the defined benefit plan is carried out every year and the latest valuation was carried out as at December 31, 2018. The significant
assumptions are detailed below

Number of Employees under the schame

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

2018 2017
-------- ~{Number)--emeei—s

- Gratuity fund B,185 7,508

Princlpal actuarial assumptions

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

2018 2017
------- -{Per annum}j===s-e-us=
Withdrawat rates Modarats High
Mortality rates
SLIC Adjusted SUIC
2001 - 2005 2001 - 2005
Valuation Discount rate {p.a) 13.25% 9.50%
Salary increase rate (p.a} - Short term {3 years) 8.25% 5.75%
Salary increase rate (p.a} - Long term 11.25% 9.00%
Expected rate of return on plan assets (p.a) 13.25% 9.50%
Normal retirement age 60 Years B0 Years
Duration 09 Years 6 months 10 Years
Reconciliation of (receivable from) / payable to defined benefit plans
Note 2018 2017
----—{Rupeas in 000}-------
Present value of obligations 8.5 1,474,598 1,657,387
Fair vafue of plan assets 38.6 (2,398,231) (2,386,933)
{Receivable) / payable - -
{923,633) (729,546)
Movement in defined benefit obligations
Obligatiqhs' at the beginning of the year 1,657,387 1,920,085
Current service cost 270,272 306,923
Interest cost - 149,967 167,766
Benefits paig by the Bank {304,841) {304,133)
Re-measurement loss / (gain) (298,187) (433,234)
Obligations at the end of the year 1,474,598 1,657 387
Movement in fair value of plan assets
Fair value at the beginning of the year 2,386,933 2 269,382
Interest income on plan assets 234.486 ’224'536
Contribution by the Bank - net 185‘753 250'1 53
Benefits paid (304,841) {304,133}
Re-measurements: Net return on plan assets
over interest income gain / {loss) 3
Fair value at the end of the year : 582 2‘;3:’;22) 5 éggggg}

e
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38.7

388
38.81

38.8.2

38.9

38.10

38.11

38.12
38.13

CAETT T T e R AT —
Movement in {receivable}/ péyalﬁe Note 2018 2017

under defined benefit plan csesu[Rupees in 000)-------
Cpening balance . : (729,546} (349,317}
Charge / {reversal) for the year 185,753 250,153
Contribution by the Bank - net . {185,753) {250,153)
Re-measurement loss / (gain) recognised in OCI :

during the year ) _ 3882 {194,087) {380,229)
Benefits paid by the Bank
Closing balance {923,633) (729,546)
Charge for defined benefit plans
Cost recognised in profit and loss
Current service cost ) 270,272 306,823
Net interest on defined benefit asset / liability : {84,519) {56,770}

185,753 250,153

Ra-measurements recognised in OCI during the year
Loss / {(gain) on obligation
- Demographic assumptions {992) -
- Financial assumptions (310,891) {149,752)
- Experience adjustment 13,698 {283,492)
Return on plan assets over interest income 104,100 53,005
Total re-measurements recognised in OCl _ - (194,087) (380,228}
Components of plan assets o
Cash and cash equivalents - net o 372,963 258,014
Government Securities . - 659,789
Ordinary shares/TFCs 375,000 1,172,369
Units of mutual funds . 1,650,268 295 861

_ 2,398.231 2386933
Sensitivity analysis ¢ '

Sensitivity analysis has been performed by varying one assumpticn 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 balow:

2018
i PV of Defined
P l
articulars Benefit Change -
Obligation
---—-{Rupees in {00}------
1% increase in discount rate : : 1,332,323 142,275
1% decrease in discount rate o 1,612,385 {137,787)
1 % increase in expected rate of salary increase 1,622,818 {148,220)
1 % decrease in expected rate of salary increase 1,321,666 152,932
10% increase in withdrawal rate 1,468,848 5,750
10% decrease in withdrawal rate : 1,454,266 20,332
1 year Mortality age set back ’ 1,460,734 13,864
1 year Mortality age set forward 1,462,760 11,838
2018
{Rupees. in
'000)
Expected contributions to be paid to the funds in the next financlal year 106,243
Expected charge / (reversal) for the next financial year ) 106,243
Maturity profile
The undiscounted expected payments maturity is tabulated below:
Particulars . _ ' ' Undiscounted
Payments
{Rs. in '000)

Year 1 148,556

Year 2 108,648

Year 3 115,755

Year4 105,011

Year 5 121,440

Year 6 to Year 10 746,583

Year 11 and above 7,610,572

R



-

(s —

38.14

38.15

39

40

Funding Policy

The bark's policy for funding the staff retirement benefit schemes, is given in note 4.9 (a).

.Risks Associated with Defined Benefit Plans

Assat Volatility .
The risk arises due to the inclusion of the risky assets in the pension/gratuity fund portfolie, inflation and interest rate volatility.

Changes in Bond yields

* The risk arises when bond yield is lower than the expected return on the plan assets (duration based PIB discount rate).

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

Life expactancy / 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 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 Increase Risk:
The mest common type of retirement benefit is one where the benefit is linked with final sajary. The risk arises when the actual
increases are higher than expectation and impacts the liability accordingly.

DEFINED CONTRIBUTION PLAN

The Bank operates an approved provident fund scheme for all its'permanent employess tc which both the Bank and employees
contribute @ 8.33% of basic salary in aqual monthly contributions.

During the year, the Bank contributed Rs. 309.371 millien (2017: Rs. 307.135 million) in respect of this fund.
EMPLOYEES _STOGK OPTION SCHEME

The Bank has granted share cptions to certain critical 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 letter no.
SMD/CIW/ES0S/02/2013 dated December 27, 2013,

Under the Scheme, the Bank has granted options to these employses (as selected by the Board Compensation Committee,
specifically formutated as required under the Public Companies (Employees Stock Option Scheme} Rules, 2001) to subscribe for
fresh ordinary shares of the Bank (being issuance of further capital without issue of rights) in the years 2014, 2015 and 2016. No
fresh grants were made after the year 2016. However, due to a bonus issue of 10% in October 2018, af employees having
exercisable options outstanding were entitied te additionat Shares worked out in accordance with the provisions of the scheme. The
revised option entittement and the revised option price have been disclosed balow.

Under the scheme, the options entitie the selected employees fo purchase shares at 40% discount {the Option Discount), of the
market price prevailing at tha date of the grant, As per the Scheme, the entitlements and exercise price are subject to adjustments
because of issue of right shares and bonus shares. The options carry neither 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 follows:

Granted in
the Granted inthe Granted in the
year 2016  year 2015 year 2014
— 111} ) S—— -
Option issued 13,737 12,614 11,331
Option ne longer in issue 4199 3,284 1,732
Options vested 3113 2,407 N/A
Options exercised 3,058 2,428 N/A
Options available for exercise 2,405 - -
Exercise price per share Rs. 14.95 1515 16.32
Adijusted exercise per share for final tranche of year 2016 Rs. 13.59 N/A N/A
Option discount per share Rs. 9.96 10.10 10.88

1
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41 COMPENSATION OF DIRECTORS AND EXECUTIVES
H
Chief Executive Directors Executives
n 2018 2017 2018 2017 2018 2017
{Rupeas in '000)

Fee - . 153,981 126,018 - -
» Managerial remuneration 99,467 107,186 - - 1,951,451 3,320,026

Post employment benefits 5,887 7.676 - - 93,366 378,720
) Rent and house maintenance . - - - 514,037 990,317
. ' Utilities 3,533 4,607 - - 119,597 249,635
N 108,887 119,469 153,981 126,018 2,678,451 4,938,698
,;. Number of persons 1 2 g 6 541 1,973

41.1 The Chief Executive and certain Executives have been provided with the free use of cars and household equipment as per
Bank's policy.

these financial statements, In addition, the Bank also granted share options to certain key employees of the Bank in the year

41.2 All executives, including the CEO are entitled to certain short term employee benefits which are disclosed in note 29.1.1 to
2014, 2015 and 2016, which shall vest till the year 2019 - refer note 39 and Annexure on Employee Stock Option Scheme,

41.3 The count for Executives has been reduced from 1,973 in 2017 to 541 in 2018 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 defined as an Executive.
This threshold has now been increased to Rs. 1.2 million.

The fair value of quoted securities other than those classified as held to maturity, is based on quoted market price. Quoted
securities classified as held to maturity are carried at cost. The fair value of unquoted equity securities, other than
investments in 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, fixed term deposits and borrowings cannot be calculated with sufficient reliability due to the absence of a
current and active market for these assets and liabilities and reliable data regarding market rates for similar instruments.

D 42 FAIR VALUE MEASUREMENTS

In the opinion of the management, the fair value of the remaining financial assets and liahilities are not significantly different
from their carrying values since these are either short-term in nature or, in the case of customer loans and deposits, are
frequently repriced.

421 Fair value of financial assets

The Bank measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in
making the measurements:

Level 1: Fair value measureéments using quoted prices {(unadjusted) in active markets for identical assets or liabilities.

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

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

unobservable inputs). 11 rﬁ/
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The tabie below analyses financial mstrurnents measured at the end of the reporting period by the fevel in the fair value hierarchy into which the fair value
measurement is categorised:

2018
Level 1 Loval 2 Level 3 Total
On balance shest financlal instruments  ~ seseseeeseeeeeee -{Rupees In '000)—-——-mrmmmemememne -
Financlal assets - measured at fair value
invesimenls
" Federal Govemment Sacurities ’ - 205,872,883 - 205,872,883
Shares : 8,494,942 - - 8,494 982
Non-Government Debt Securities - 6,497,774 - B, 487,774
Foreign Securliies i C . 10,540,323 - 10,540,323
Others ) - - . -
Off-balance shest financlal instruments - measurad at falr value .
Folward purchase of forelgn exchange - - 4,519,804 . 4,519,804
Forward sale of forelgn exchange . (970,502) - (970,502}
Forward purchase govemman securities transaciions . - . -
Forward sate govammenl securities transactions ’ : - .
Derivatives purchases . - 88,224 - 68,224
Devivatives sates o - {1,169 - {1,189
2017
Lavel § Leval 2 Level 3 © Total
On balance sheet financial Instruments (Rup In '00G)
Financial assets - measured at falr vatue
- Investmants ..
Federsl Governrment Securities - 333,752,146 - 333,782,146
Shares - 5,151,813 . - 6,151,913
Hon-Government Delt Securities ' - 5,024,558 - 5,824 558
Foreign Securities - 9,208419 - 5,208,418
Qthers - - - .
Off-balance sheet financial Instruments - measurad at falr value
Forward purchase of foreign exchange - 1978238 - 1,974 336
Forward sale of foreign exchange - {968 282) - {968 982)

Forward agreements for lending ] - - - -
Forward agreements for borowing ’ - . - .

Derivatives purchases . 14,174 . 14,174
Dorlvalives sales - . - .

Certain categories of fixed assets {land and buildings) and non banking asseis acguired in satisfaction of claims are caried at revalued amounis (level 3 measurement}
letermined by prafessional valuers based on their assessment of the market values as disclosed in notes 10 and 12. The valuations are conducted by the valuation experts
appointed by the Bank which are alsc on the panel of Stale Bank of Pakistan.

The Bank's policy is to recognize transfers into and out of the different fair value hierarchy levels at the date the event or change in circumstances that
caused the transfer occurred. There wers no transfers between levels 1 and 2 during tha current period.

Valuation techniques used in determination of fair values:

Financial instrments In level 1

Financial instruments included in level 1 comprise »f investments in ordinary shares of listed companies.
Financial instruments in levei 2

Finangcial instruments inciuded in level 2 comprise of Market Treasury Bills, Pakistan Investment Bonds, GoP Sukuks, Overseas Govarnment Sukuks,
Overseas and Euro Bonds, Term Finance Certificates, and other than Govemment Sukuks, forward foreign exchange contracts, and interest rate swaps.

Financial Instruments in level 3
Currently, no financial instruments are classifi ed inlevel 3.

The fair value of unguoted debt securities, fixed term loans, olher assets, other liabilities, fixed term deposits and bormowings ¢annot be caiculated with
sufﬁcnenl reliability due to the absence of a cument and active market for these assets and liabililies and refiable data regarding market rates for similar

Jtem Valuation appreach and Input used
Forward foreign exchange contracts The valuation has been determined by interpolating the FX revaluation rates announced
by State Bank of Pakistan.
Interest rate swaps The fair value of interest rate swaps and futures is determined using prices and curves

through Bloomberg.
Market Treasury Bills(MTB) / Pakistan Investment Bonds(PIB), |Tha fair value of MTBs and PiBs are derived using PKRV rates. GIS are revalued using

and GoP Sukuks (GIS) PKISRV rates. Floating rate PIBs are revaluad using PKFRV rates

QOverseas Government Sukuks, Overseas and Euro Bonds The fair value of Overseas Government Sukuks, and Overseas Bonds are valued on thef
basis of price available on Bloomberg.

Debt Securities {TFCs) and Sukuk other than Govemment Investment in WAPDA Sukuks, debt securities {comprsing term finance certifi c,ates

bonds and any other security issued by a company or a body corporate for the purpose of
raising funds in the form of redeemable capital are valued on the basis of the rates
announced by the Mutual Funds Association of Pakistan (MUFAP) in accordance with the
methodology prescribed by the Securities and Exchange Commission of Pakistan.

Ordinary shares - listed The fair value of investments in listed equity securities are valued on the basis of closing
quoted market price available at the Pakistan Stock Exchange.

Operating fixed assets and non banking assets acquired in satisfal The valuation experts used a market based approach to amive at the fair value of the
Bank's properties. The market approach used prices and cther relevant information
generated by market transactions imvolving identical or comparable or similar proparties.
These values are adjusted to reflect the curmrent condition of the properties. The effect of
changes in the unobservable inputs used in the valuations can nol be determined with
certainty accordingly a qualitative disclosure of sensitivity has not been presenled in these
financial statements. .o
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‘49 BANK ALFALAH LIMITED
SEGMENT INFORMATION
431 Segment Details with respect to Business Actlvities
_ 2018
L Retait | CIBG | 1BG |__Treasury | Digltal | Overseas | Others | Total |
B . {Rupees In '000]
Profit & Loas
MNet mark-upfrelurm/profit {197,079} 13,611,402 5,633,022 11,784,327 - 1,773,658 [1,611,173) 34,591,055
. intar segment revenue - nat . -19,386,608 {9,028,965) (837,497)  (10,397,516) 227,863 {164,375) 614,002 -
Non mark-up f return { interast Income 4,024,840 742,078 1,018,881 3,365,155 399,328 252,940 397171 10,200,355
Total Income 23,214,289 5,324,512 6,014,458 4,748 966 626,989 1,882,124 . 41,791,413
Segment direct expenses 10,468,834 682,250 3,030,781 407,71 777,182 986,713 8,034,744 24,365,278
Inter segment axpensea allocation 5,668,518 523,278 1,304,054 273,087 45,570 118,339 [8,031,744) .
Total expenses 165,138,352 1,305,528 4,334,915 881,778 822,752 1,085,052 - 24,365 275
Fiovisions 29,608 242,267) {299,255) {72,849) {54) [33,768) - {588,383}
Profit before tax - continued operations 7,108,828 3&06,?19 1,380,388 3,584,539 (19@_} 743,303 - 1€ 837,755
Prafit before tax - discontinued cperations rsoisua
L Retail | CIBG | IBG i__Treasury | Digital ] Overseas | Others | Tota) |
. {Rupeas In '000)
Balance Sheet . .
Cash & Bank balances 54,449,024 14,605,733 12,356,258 2,438,440 334,892 $,099,305 - 38,282 655
Investments 880,704 694,428 22,836,107 221,983,048 - 29,434,619 1,791,458 277,660,403
Net inter segrment lending 268,412,271 - - . 4,241, 251 . - 43,456,902 336,510,504
Lendings te financial institutions . - 17,986,550 33,315,352 - 10,870,377 - £2,172,287
Advances - performing 153,750,402 235,172,283 85,573,549 . . 19,233,298 4,368,048 498,697,580
Advances - non-performing 266,718 1,453,002 282,228 . - 132,738 724,190 2,938,872
Others 18,458, 978 10,628,309 5 608,382 6,258,899 407,788 11,612,080 26,593,533 78,456,048
Total Asssts 514,295,052 259,653,840 145,543,078 263,995,729 4,583,929 76,382,417 77,934,262  1,342,728,247
Borrawings 10,480,314 22,898,781 5,909,818 62,173,164 - 22,082,452 403,714 123,738,241
Subordinated debt - - . - - - 11,589,000 11,589,000
Deposits & olher actounls 454,559 440 92,224,318 113,541,482 - 4,899,048 27,670,192 . 702,865,280
Met inter segment borrowing - 135,165,568 . 201,340,938 - . - 336,510,504
C ners . 38,627, 554 9,554,128 10,975 954 1,188,034 84,081 23,234,243 8,281 453 91,948,447
Tatal Habllitles 513, 42,305 259,648,793 130,427,256 264,700,134 4983 929 72,996 887 20,684,169  1,267.091,472
Mot Assets 52747 92,953} 15,165,823 1704&35} - 3,385,530 257,250,083 75,646,875
Equity —TsEmert
Contingencles & Commitments 58,274,791 76,420,934 31,777,895 296,182,272 47 634 an,adshalz 14,925,225 508,255 423
2017
L_Retal | ciBG ] 186 | Treasury | Digital | Overseas | _ Othars | Total ]
{Rupees in '000) -
Profit & Loss
Net mark-up/return/profit (216,573 10,820,980 4,577 481 12,742,488 (198) 1,558,227 {606,320) 28,976,185
Inter segment revenue - nat 14,343,074 {7.113,801) (344.B87) (7.613,659) 169,124 (21,497) 581,786 -
Man mark-up / retumn / Interest income 3 667,144 753,620 1,028,042 2,500,668 786,746 215327 24,534 8,076,079
Total Ircome 17,753,645 4 580,699 5,260,636 7.729,455 955,672 1,752,157 - 38,052,264
Segment direct expenses 10,626,062 738,826 3,032,484 550,115 522810 894 604 8,598,628 24,963,529
Inter segment expense allocailon 5,532,064 731,403 1,482,405 641,985 67,292 143 679 _(8.588,828) -
Total expenses 16,158,126 1,470,229 4,514,889 1,192,100 589 902 1,038,283 - 24,963,529
P! visions 482,056 268,283 (89,234) - - {44 B75) . 616,430
Prefit before tax - continued operations 2 117i5?5 3,358,753 556h5‘l 3 6 537 355 365,770 869 195 - 13.@ 32_
Profit before tax - discontinued operations SSQIE 19
{1 Retall | CIBG | IBG | Treasu Digital | Overseas | Others | Total ]
{Rupeas In 000}
Balance Shest
Cash & Bank balances 43,181,802 7.712,857 10,392,898 7,251,880 488,248 5,107,704 - 74,135,289
Invesiments 1,195,021 713213 37,914,192 333,928,476 - 24,598,438 2,385,946 400,733,286
Net inter segment lending 263,181,028 - - . 5,245,726 . 29,366,960 298,773,714
Londings to finanelal instiutions - - 30,891,460 11,848,536 - 6,155,832 - 48,895,828
Advances - performing 130,728,918 193,841,955 55,209,459 . - 14,601,438 4,578 534 398,760,354
Advances - non-performing 957,923 342,551 395,716 - - 44 679 124,201 1,885,070
Others ’ 16,823,933 B 482 472 4,403 704 5,720,313 386 162 17,539,195 21,052 233 74408012
Total Assets 456,078,825 210,093,048 139,207 429 358,747,205 7120136 68,047,338 57,507,874  1,297,601,653
Borrowings 8,178,745 15,870,996 3,648,712 159,167 819 - 15,809,082 518,321 207,193,686
Subordinated debt - - - - . . 4,991,000 4,991,000
Deposits & other accounts 428,713,427 76,890,726 113,414,363 . 7,046,550 18,826,920 {107,019) 644 984 957
Net inter segment bomowing - 103,588,014 - - 195,185,700 - - - 298,773,714
C 1ers 12 857,936 8970184 8,781 718 3,083,270 73,586 28,197,386 15,784 455 75,858,545
Totad llabilitles 449,850 159 205 415,900 125 844 797 357,446 748 7120138 64,933,378 21186767 1,231 BO1.M2
Met Assats . B 3,226 466 5473148 3,362 636 - 1,300 416 - 3,113 558 36,321 117 55,799,741
: E '3 —
Equity 55,799,741
Cantingencles & Commitments 59,268,274 85,721,796 27,996,102 ___ 220,265 858 40,565  18,913337 10,901,695 423,097 827

During the year, the Bank has classifisd Digita! Banking as a separala re,
resulls are reporied to the senior management of the Bank for the

assess its performanca,

poriable segment in @ manner cansistent with the intermal reporting structurs of the Bank. Segmented
purpose of strategic decision making, resources, systams and infrastructure to ha allocated ta this segment and
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43.2  Segment detalls with resp. t to geographlcal locations

GEOGRAPHICAL SEGMENT ANALYSIS a0

| Afghanistan - [
Pakistan Middle Easat l Rangladesh Heid for Sale Total

{Rupees in "009)

Profit & Loss

Nel mark-upiretum/profit 28817 498 1,174,718 548,839 - 31,581,085
Intar segment ravenye - net 164,375 (133,243) {31,132) - -
Mor mark-up { return { interest Incoma 9.847,418 247 111 5028 - 10,200,358
Tolal Income ’ 39,920,291 1,288,586 573,538 - 41,791,413
Segment direct expenses i . 23,398 582 687533 278,574 T 24,365 275
Intar sagment expanse allocation (118,339) _55.508 62 831 - -
Tatal expensas 23,280,223 743,347 341,705 - 24 365,275
Provisions (554 818) (30,5503 (3.215) - (588,383}
Profit before tax - continuad operations 16,094,450 - 514,689 228 816 - 16 837,758

Profit hefore tax - discentinued aperations -

- 760 500 780,500

| Afghanistan - | 1
Paklstan I Middle East , Bangladesh Hald for Sal Total

{Rupses In 000)

Balance Sheet

Cash and Bank balances ) 81,183,250 1,318,443 3,780,862 - 88,282,655
Invesimants 248,225,784 21,628,793 7,808,828 - 277,860,403
Net inler segment lendings 338,619,074 - . - 338,619,074
i Lendings to financial institutions 51,301,911 5,477,850 5,392,526 - 62,172,287
Advancas - parforming 479,484,281 3,001,998 18,231,301 - 498,697 880
“Advances - non-performing 2,808,104 - 132,738 - 2,838,872
Others 66,853,967 4 538,855 5423764 21,625 498 78,466,046
Total Assats ) 1,268,454 501 28,837,429 27,919,489 21,625,498 1,344 838,917
Borrowings . 101,645,790 24,498,018 596,433 - 123,738,241
Subordinated debt 11,989,000 - - - 14,989,000
Deposits & ofher accounts 875,225,088 4,633,530 23,038,062 - 702,895,280
Net inter segment borrowing 338,619,074 - - - 338,619,074
Cthers 67,550,863 312,035 2,460,054 21,625,498 91 948 447
Tatal llabillties 1,1 l.i,OZB_,ﬂ_'l!i JZ_E,“1,ES_§_ 26,093,146 21,625,498 1,2689,190,042
Net Assets 73,424, 6RE 395 846 1,826,343 - 75,848,876

Bauly ' 75598 875
Contingancles & Commitments 477,609,051 25,773,028 4'413!4“ 460‘928 5°Bl255!423

2017

I Afghanistan - l |
Paklstan Middle East I Bangtadesh Held for Saie Total

{Rupees in '000)

R O T3

Profit & Loss
Net mark-up/return/profil 27,417 859 997,173 561,153 - 28,976,185
Inter sagment revenue - net - 21,497 (77,719} 56,222 - -
Non mark-up / retum / interest income 3 860,752 188 556 25,741 - 9,076,079
Talal Income 38,300,108 1,109,040 643,116 - 38,052,264
Segmant direct expenses 24,068 925 705,022 188,582 - 24,963,529
Inter segment sxpanse allocation : {143, 678) 116,846 25 832 - -
% Tetal expensas 23,925,247 821,868 216414 - 24,963 529
kL Provisions ) {651,078 44 646 - - (616,430)
Profit befare tax - continued operations 12 392|259 358 372 453,534 13 705,165

Profit before tax - discontinued operations

355,819 350819

Afghanistan - | ’
Pakistan | Middle East | Bsngladesh Heid for Sale ITctaI

{Rupees in '000

) Balance Sheet
Cash & Bank balances 69,027 685 4,025,789 1,081,815 - 74,135,389
ﬁ Invesiments 376,134,948 6,440,353 18,158,085 - 400,733,286
- Net inter segrment lendings 298,773,714 - - - 298,773,714
Lendings to financial institutions 42,739,996 3953627 2,202 205 - 48,895,828
Advances - performing 364,357,764 12,810,576 1,780,912 - 398,959,252
Advances - non-parforming 1,651,453 44 679 - 1,696,172

Others . . ) 58,865 317 (4641022 (3 175.873) 25,356 090 74,408 012
Tntal Assets 1.229,554,317 22,534,002 20,057,244

25356090  1,297,601,653

e 3

Barrowings . 187,324,534 1720215 18,088,877 - 207,193 686
Subordinated debt 4,991,000 - - - 4,951,000
Deppsils & other acoounts 626,058,047 17,821,761 1,105,159 - 644,584, 967
Met inter segment borrowing 288,773,714 - - . 298,773,714
. Others ) : 49,859 590 1478829 41774 24678342 75 858,545
. Totat liabllitlas . 1,166 866,545 21,020,815 19235870 24678342 1,231 801,912
I Net_Assets s 32158?,3?2 1613187 821 434 677,748 £5,798,741
| Equity 655?99. 41
L
Contingencles & Commitments 404 134|290 13.331&?6 4,43”5,300 1.105!61 432‘_09?,62?
| 44 TRUSTACTIVITIES
- The Bank is not ef)gaged in any significant trust activities, However, it acts as security agenl for various Term Finance Certificales it amanges and distributes on behalf of its
customers. in addition, the Bank is also holding investments of other entities In it (F$ account maintained with the State Bank of Pakistan,
il
L
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45 RELATED PARTY TRANSACTIONS

™
The Bank has ralated party transactions with ils parent, subsidiaries, associates, joint venlures, employee benafit plans and is directors and Key Managemen! Personnal,
The Banks anters inlo transactions with rejated paties in the ordinary coursa of business and on substantially the same terms as for comparalie transactions with person of similar
standing. Contributions {0 and accruats in raspacl of slaff retivement benefits and other beneflt Plans are made in accordance with the actuarial valuations / terms of the contribution
r. plan. Remuneration to the executives / officers is delermined in accordance iwth the terms of their appaintment.
Details of transactions with ralaled parties during tha vear, other than lnose which have been disclosed slsewhere in these financial slatemants are as follows:
oA &t Do 31, 2018 —————————— 1T ) T
Kay mannge-| oy manage-
- Dlr;:l;m imant Subsidigries | Assccistes Otlmr:.l:ﬂd Dh;c;grﬂ mant Subsidisries | Assaciates mh':r:::“d
: aragons) P p
N —rr——t———{Rupway in " —ere—— " ——————{Rupsas in 00— ———
k. Balancen with othar banks . .
In currant accaunts . - - . - . - - - .
In deposit accounts o - - . . . - . . -
Lendings to financlal institutions
Qpuning balance - - - - 1,500,000 - - - - -
Ag lition during the yaar - - - . 134,478,848 - . - - 89,750,000
- Rengd during the year . - - - [136.978 B48) - - - - (B 250 000)
Closing balance . - . . . . N N _ 1,500,000
A Investments
Opening balance - . 430,443 1,816,343 1,317,808 - - 1,781,967 1,802 266 2,579, 489
Invastmant made during tha year 464,122 - - - 68,230 1,819,585
Inyestmant red { disposed off during the year [739,268] - - 1,351,474} (55,153 {3,081,266)
Transfer in / {out} - net . - - . _
Closing balance . - 430,493 1,916,343 1,042,681 . - 4 [l 17,
Provision for diminution in value of investmants - - A28 - 53918 _ - . . 52,834
Advances .
Qpening balance - 458,240 . - 7,594,327 79,130 351,335 - - 8040236
Addition during the year - 206,248 - - §.738,087 21,130 01,712 - - 15820727
Rapaid during the year {5,068) 193,968} - - (8,301,250 [155.260) - - (14,149,788}
Transter in f fout) - vet 111,713 {118,198) - - 12.672,958) 100,260 £39.547) - - §1,919,850)
Glesing balanca T 7 — : RIZN T MR T S— ST T
Provision held against advancas . . - - . . . _ . 1,540.028
Other Asaate
Interest / mark-up accrued 6,507 42388 - - 47,013 - 43,725 - - 577,813
Receivabla from staff reti nt fund ) - . - . 923,433 - - - . 728,546
Prepayment / rent receivable - . - - 432 ER-TF] - - - 2,488 -
Profit Receivable on Sukuk - " - . - 1,458 - . - . 1.818
Advanca against shares . - . . - 50,000 . - . - -
Othars - - . - . - . N . 223
Borrowings
Opening balance - - - . 602,000 . . . R .
Borrowings during the yoar ) - - - . 38,346,098 - - - - 34,192 883
Setllad during Ihe year L. - - - [IE, 249, £38) - - - - {33,650 08
Closing balance - _ - . - - N . N —02.800
S rordinated debt .
Opaning balance - 19,864 - 45,044 - - 132,348 - 74,003 332 487
Redemption f Sol during the year . 118, 864) - [45 0445 - - {112 384} - {33,955 {332,487
Cloging balance - . . - . . 1p.984 . —l2:044 .
- B ita and othar .
Opening balance 6,278 180,416 59,984 1,609,543 4,170,787 10.2M 164,508 80,030 1.031.859 6.662 985
Recaived during the year 06,294 1,380,243  5,521.87t 33,635,002 42,602,008 302,823 1.880,638 7676456 55,850,035 111,897 088
Withdrawn during tha year (205,131) 1,337,204} (5,842,700} (34,138,884} 87,189,778} (187,410} (1 334,598} (TV0B.702) [SBATIES1Y {1 15.305,412)
Transtarin / {oul) - net - 10.45% = - 3,585,601 (109.339) {350 130} - - {1,075 873)
Closing balance 1438 122,964 48,155 1,056,541 EWAEN 1T &.375 150,418 33094 L20g.943 4178 8L,
Other Llablittiea .
interast / mark-up payable 1 1,840 494 7448 1,42 - 1,448 277 7.545 40,625
Unearmad rent . . .- - - - - 8,828 .
Others ) - 2,085 0 - 3,861 - - 315 - -
Contingencles and Commitmants
Qther contingencles . - . 162,488 - - - - 120,188 2,589,842
For the year endad Dec 1, 2018 Far the yaar ended Dac 39, 2017
———————{Rupes¥ In 0N} —FRupans m 000)
Income
Merk-up / retum f intarest eamas &.607 18,863 - - 470,686 2315 22197 - - 452 954
F. : and commission ingoma - - 43,167 - - - - 156149 - -
. Dividend income - . - 219,000 2,08 - - - - 5,481
Net gain on sale of securitios - . - B 5478 - - - 323375 -
Qther income - 4180 - 2498 21,23 - 2,027 - 8478 18,808
Expensa . - . - - - - - - - -
Mark-up / raturm / intarasr paid 0 4,538 3,842 55,367 192,284 13 15,668 5748 79,15 274682
. QOther operating expanses 108,387 454 443 1,472 - 866,509 484,135 1,356,377 267 - 983 646
Pravigion f [Reversal} againat non-performing advances - - . - . - - - . -
and investments .- - - . - - - . - {3,025)
et -
Dividend paid 640,921 11,544 - 6454 1,638,480 - - - - -
Insurance pramium paid - . - 497,497 . - - - 505,826 -
| Insurance claims seltied - - - 310,344 - . . 321,392 .




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) Capital
Eligible Additional Tier 1 {ADT 1) Capital
Total Eligible Tier 1 Capital
Eligible Tier 2 Capital
Total Efigible Capital {Tier 1 + Tier 2)

Risk Weighted Assets (RWAs):
Credit Risk

Market Risk

Operational Risk

Total

- .
Common Equity Tier 1 Capital Ad'equacy ratio
Tier 1 Capital Adequacy Ratio
Total Capital Adequacy Ratio

In fine with Basel 1)l Capital Adequacy guidelines, following capital requirements are applicable to the Bank;

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

2018

"~ BANK ALFALAH LIMITED

2017

----—({Rupees in 000)---—--

17,743,629 16,075,720
59,809,769 |  53.661048
7,000,000 -
66,809,763 53.667.048
15,239,737  12,117.256
82,049,506 65.779.504
485,931,845 | 426,690,862
2,633,875 3,607,588
60,228,638 | 60,929,350
548,794,358  491.227.820
10.90% 10.92%
1217% 10,02%
14.95% 13.30%
6.00% 6.00%
7.50% 7.50%
11.90% 11.28%

For Capital adequacy caiculation, Bank has adopted Standardized Approach for Credit & Market Risk related exposures and

Alternate Standardized Approach (ASA) for operational risk.

Leverage Ratio {LR):

Eligible Tier-1 Capital
" Total Exposures
Leverage Ratio

Liquidity Coverage Ratio {LCR}):
Total High Quality Liquid Assets
Total Net Cash Qutflow

Liquidity Coverage Ratio

Net Stabie Funding Ratio {(NSFR};

Total Available Stable Funding

Total Required Stable Funding
Net Stable Funding Ratio

66,803,769 53,661,948
1,185,191,511  1,320,360,473
5.64% 4.06%
252,703,051 234,488,065
162,363,261 165,803,247

156% 141%
630,592,999 555,280,073
472,759,179 405,154,261

133% 137%

46,1  The full disclosures con the Capital Adequacy, Leverage Ratio & Liquidity Requirements as per SBP instructions has been
placed on the website. The link to the full disclosure is avialable at https:ﬂwww.bankaIfalah.com!ﬁnancial-reports,-‘.

.L—wJ.»/
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RISK MANAGEMENT

The variety of business activities undertaken by the Bank require effective identification, measurement, monitoring, integration and
management of different financial and non-financial risks that are constanlly evolving as business activities change in response to
concurrent internal and external developments. The Board Risk Management Committee (BRMC) is appointed and authorized by the Board
of Directors (BOD) ta assist in design, regular evaluation and timely updating of the risk management framewark of the Bank, The Board has
further authorized management committees i.e. Central Management Cemmittes {CMC) and Central Credit Committee {CCC). To supervise
risk management activities within their respactive scopes. CMC has further established sub-committees such as Assets & Liabilities
Cormmittes (ALCQ), Investment Committes, Information Technology Steering Committes (ITSC), Internal Control & Cempliance Committee
{ICCC) and Process improvement Committee {PIC).

The risk management framework endeavours to be a comprehensive and evolving guideline to cater to changing business dynamics. The
framework includes:

- Clearly defined risk management policies and procedures,

Well constituted organizational structure, in the form of a separate risk management department, which ensures that individuals
responsible for risk approval are independent from risk taking units i.e. Business Units.

- Mechanism for ongoing review of policies and procedures and risk exposures,

The primary cbjective of this architecture is to inculcate risk management into the organization flows to ensure that risks are accurately

identified & assessed, properly documented,. approved, and adequately monitored & managed in order to enhance long term earnings and
to protect the interests of the Bank's depositors and sharehalders. .

The Bank's risk management framewark has a weli-defined organizational structure for effective management of Credit Risk, Market Risk,
Liguidity Risk, Operational Risk, IT security Risk, Credit Risk Systems and Environment and Social Risk,

471 Credit Risk

Credit risk is the identification of probability that counterparty will cause a financial Ioss to the Bank due to its inability or unwillingness to
meet its contractual obligation. This credit risk arises mainiy from both direct lending activities as well as contingent liabilities. Credit risk
management processes encompass identification, assessment, measurement, monitoring and contral of Bank's expasure to credit risk. The
Bank's credit risk management philosephy is based on Bank's overall business strategy / direction as established by the Board. The Bank is
committed to the appropriate level of due diligence to ensure that credit risks have been properly analysed, fully disclosed to the approving
autharities and appropriately quantified, also ensuring that the credit commitment is appropriately structured, priced (in fing with market
practices} and documenied. .

The Bank has built and maintained a sound ioan portfolio in terms of well-defined credit policy approved by BOD. its credit evaluation
system comprises of weil-designed credit appraisal, sanctioning and review procedures for the purpose of emphasizing prudence in {ending
activities and ensuring the high quality of asset portfolio. In arder to have an effective and efficient risk assessment, and to closely align its
functions with Business, Credit Division has separate units for cofporate banking, Islamic banking, commercial & SME banking, agricultural
financing, and overseas operations. :

. ) o

The Bank manages its portfolio of loan assets with a view to limit concentrations in terms of risk quality, industry, maturity and large
exposure. Internal rating based partfolia analysis is also conducted on regular basis. This portfolio level oversight is maintained by Credit &

For Domestic operations, Bank determines the amount for Specific & General provisions are held as per the Prudential Regulations issued
by the State Bank of Pakistan (SBP). Provisions at overseas branches are held to meet the requirements of regulatory authorities of the
respective countries in which overseas branches operates.

A sophisticated internal credit rating system is in place, which is capable of quantifying counter-party & transaction risk in accordance with
the best praclices. The risk rating system takes into consideration qualitative and quantitative factors of the counter-parly, transaction
structure & security and generates internal ratings at Obligor and Facility levels. The facility rating system, developed in line with SBP's

o guidelines, aiso provides expected LGD (Loss Given Default). This has been implemented in Compoerate Banking, Islamic Banking and Retail
& Middle Market segments, Furthermore, this system has an integrated loan origination madule, which is currently being used in Corporate
[ ) Banking, Islamic Banking and Retail segments. The system is regularly reviewed for improvements as per SBP's guidelines for Internai

Credit Rating and Risk Managemant. Furthermore, 8ank has also automated Intemal Rating validation process based on statistical tests for
. Corporate, Commerciail, ME, 5E & Agri rating models. it covers both discrimination & calibration statistical tests as per best practices, The
system is backed by secured database with backup support and is capable of generating MIS repors providing snapshot of the entire

the credit facilities at the time of credit origination and computation of Rigk Weighted Assets for the quarterly credit risk related Basel
submissions.

A centralized Credit Administration Division {CAD) under Credit & Risk Mandgement Group is working towards ensuring that terms of
approval of credit sanctions and regulatory stipulations are complied, all documentation including security documentation is regular & fully
- enforceable and all disbursements of approved facilities are made only after necessary authorization by CAD. Credit Monitoring, under CAD,

keeps a watch on the quality of the credit portfolia in terms of borrawers' behaviour, identifies weakening accounts relationships and reporis
it to the appropriate authority with a view to arrest deterioration. :

L To handle the specialized requirements of managing delinquent and problem accounts, the Bank has a separate client facing unit to

negotiate repayment! settlement of the Bank’s nen-performing exposure and protect the interests of the bank's depositors and stakeho!ders.
: Unlike other banking groups, where the pricsity is the maximization of Bank’s revenue, the priarity of the Special Asset Management Group
i {SAMG) Is recovery of funds and/or to structure an arrangement (such as rescheduling, restructuring, settlement or a combination of these)
by which the interests of the Bank are protected. Where no other recourse is possible, SAMG may proceed with legal recourse so as to

maximize the recovery of the Bank's assels. The Risk Management Division also manitars the NPL portfolio of the Bank and reports the
same to CCC/ BRMC. j_,b‘
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Credit Risk - General Disclosures Bazel Specific

Bank Alfalah Limited is using Standardized Approach (SA) of SBP Base! accord for the purpose of estimating Credit Risk Weighted Assets.
Under SA, banks are allowed o take into consideration externai rating(s) of courter-party(s) for the purpose of caiculating Risk Weighted
Assets. A detailed procedural manual specifying return-based formats, methodalogies and processes for deriving Credit Risk Weighted
Assets In accordance with the SBP Basel Standardized Approach is in place and firmly adhered to.

47.1.2  Disclosures for portfolio subject to the Standardised Approach & Supervisory risk welghts

47.1.2.1 External ratings

. SBP .Base! lll guidelines reguire banks to use ratings assigned by specified External Credit Assessment Institutions  {ECAls) namely
~ PACRA, JCR-VIS, Moodys, Fitch and Standard & Poors.

The State Bank of Pakistan through its letter number BSD/BAI-2/201/1200/2008 dated December 21, 2009 has accorded approval to the
Bank for use of ratings assigned by Credit Rating Agency of Bangladesh (CRAB) and CRISL. The Bank uses these ECAls to rate its
exposures denominated in Bangladeshi currency on certain corporate and banks incorporated in Bangladesh.

The Bank uses external ratings far the purposes of computing the risk weights as per the Basel )l framewark, For exposures with a
contractual maturity of less than ar 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.

47.1.3. Disclosures with respect to Credit Risk Mitigation for Standardised Approach
47.1.31 Credit risk mitigation policy ' ' '

The Bank defines coilateral as the assets or rights previded to the Bank by the borrower or a third party in order to secure a credit facility,

The Bank would have the rights of secured creditor in respact of the assets / contracts offered as security for the obligations of the borrower
/ obligor.

47.1.3.2 Collateral valuation and management

Az stipulated in the SBP Baset 11/ I| guidelines, the Bank uses the comprehensive approach for collateral 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 Base |l guidelines. In line with Base! 11 / {li guicelines, the Bank makes adjustments in
eligible collaterals received for possible future fluctuations in the value of the collateral in fine with the requirements specified by SBP
guidelines. Thesa adjustments, aiso referred to as ‘haircuts’, to produce volatility adjusted amounts for collateral, are reduced fram the
exposure to compute the capital charge based on the applicable risk weights.

47.1.3.3 Types of collateral taken by the Bank

on receivables may also be taken. Moreover, in order to covar the entire exposure Personal Guarantess of Directors / Borrowers are also
obtained generally by the Bank. For retail products, the security to be taken is defined 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 vaiuation of the
properties is carried out by an approved valuation agency.

" The Bank also offefs products which are primarily based on collateral such as shares, specified securities and pledged commadities. These

products are offered in line with the SBP prudential regulations and approved product policies which also deal with types of collateral,
valuation and margining. '

The decision on the type and quantum of collateral for each transaction is taken by the credit approving autherity as per the credit approva)
authorizaticn appraved by the Centrat Credit Committea (CCC) under its delegation powers. For facilities pravided as per approved product
policies {retail products, loan against shares etc.), collateral is taken in line with the policy.

47.1.3.4 Types of eliglble financial coilateral

Credit concentration rigsk arises mainly due to concentration of exposures under various categories viz. industry, geography, and
single/group borrower exposures. Within credit portfalio, as a prudential measure aimed at better risk management and avoidance of
concentration of risks, the SBP has prescribed regulatory {imits on banks' maximum exposure to single borrower and group borrowers.
Moreover, in order to restrict the industry concentration rigk, Bank’s annual credit pian spelis out the maximum allowable exposure that it can
take on specific industry. Additionally, the Internal Rating System allows the Bank ta monitor risk rating concentration of borrowers against
different grades / scores ranging from 1 - 12 (1 being the best and 12 being loss category). Concentration in customers that are rated in high
risk category is also monitored against the approved appetite set by the management.

Particulars of bank's significant on-balancs sheet and off-balance sheet credit risk in various sectors are analysed as follows:

1
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47.1.4

47.1.5

47.1.8
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Cradit risk by public f private sector

Public/ Government
Private

Investment in Jeht securitles

Cradlt risk by Industry sector

Agriculturs, Forestry, Hunting and Fishing
Mining and Quarrying

. Texile

Chermical and Pharmaceuticals

Cemant

Sugar

Faotwear and Lealher garments
Automobila and transpartation equipmen
Elactranics ant electrical applizncas
Construction

Power (electricity), Gas, Water, Sanitary
Wholesale and Relail Trade
Exponsfimports

Transport, Storage and Commiunicalion
Firtancial

Insuranca

Servicas

Individuals

Others

Credit risk by public. / private ssctor

Public/ Govarnment
Private

Advances

Crodit risk by industry sector

Agriculture, Forestry, Hunting and Fishing
Automobile and transportation equipment
Cement

Chemical and Pharmaceuticals
Construction

Electronics and electrical appliances
Exports / lmports '
Financial

Food & Allied Praducts

Footwear and Leather garments
Individuals

Insurance

Metal & Allied industries

Mining and Quarrying

Oil and Allied

Others

Power (electricity), Gas, Water, Sanitary
Serviges
Sugar

. Textile

Transport, Storage and Communication
Whaolesale & Retail Trade

Credit risk by publl / privete sector

Public/ Governmant
Privata
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Gross lendings

Mon-performing landinga

Provigian held

014 Fuk 2018 2017 2018 2017
{Rupses in "00D}): '
62172287 48,805,828 - - - -
62,172,287 48,885,628 - - - -
Gross iavestments Nen-parforming investmeants Provision held
20148 2017 2018 2017 2018 ke
{Rupeas in '000)
167,888 173,520 167,888 173,520 187,828 173,520
804,732 617,538 806,732 617,638 606,732 617,638
1,785 2,185 1,785 2,185 1,785 2185
754,912 7,062,456 . - . -
848,387 1,357 832 261,700 224,498 261,700 224, 498
813,758 458,302 53,778 79,361 63,778 79,361
5,393,440 8,682,533 1,121,881 1,087,202 1,121,881 1,097 202
Gross investments Non-parforming Investments Provision held
2018 2017 2018 2017 2018 2017
{Rupsas In '030)
8,544,652 €807 539 - . - -
2,428,754 2,675,394 - 1,097,202 - 1,097,202
9,393,440 9,692.933 - 1,087,202 - 1057 202
—r—

Gross advances

Nen-parforming advances

Provisfon held

28 2017 2018 2017 2018 2017
{Ruposs in '000})
52,389,474 32,080,952 238,973 235,234 124,732 150,350
10,413,594 7 856,545 1,000,964 996,426 376,148 367,279
13,061,710 8,187,226 - - . -
21,724,564 17,746,542 822,917 845,938 822,017 830,271
1,857,587 1,995,896 511,397 118,291 511,387 117,291
10,718,748 9,876,062 130,474 146,684 130,474 148,684
2,423,173 6,337,714 715,318 733,568 647,563 682,557
9,620,594 6,611,404 926,031 951,150 #26,031 951,150
47,322,248 31,504,922 2,367,089 887 555 2,145,133 669,842
2,050,714 2,211,226 203,343 180,212 183,840 171,187
48,287 482 42,018,970 787,135 868 987 539,158 701,760
8,505 14,575 - - - -
16,981,841 10,717,134 §38,551 754,329 638,350 744,349
2,319,851 1,558,348 - - - -
18,081,288 6,477,959 - 635,574 . 35,574
36,544,447 26,114 688 1,094,678 1,100,531 864,097 836,627
79,868,350 66,719,696 1,957,908 . 289,476 -
6,824,348 14,523,265 84,578 477,503 82,733 477,503
11,827,823 9,951,647 844,130 3,608 172,008 3,166
93,676,552 71,480,957 3,830,707 3,834,443 3,617,203 35542
8,587,342 8,592,228 1,788,989 1,788,981 1,788,981 1,788,581
18,044,357 34,533,580 1,877,108 3,219,838 1,826,185 2.554,988
518,393,185 417 181,932 18,822,271 17,578,841 15,883,399 15,663,771
Gross advances Non-performing ad Provision held
2018 2017 2014 2017 2018 2017
{Rupess in '000}.
99,240,548 67,044,059 - - - -
420,182,820 350,137,873 18,822 271 17,578,841 15,883,399 15,683,771
518,383,165 417,181,932 18,822,271 17,678,841 16,883,399 15,683,771
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47.1.8
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Cradit risk by industry sector

Agriculture, Forestry, Hunting and Fishing
Automobile ang transporialion equipment
Cement

Chemical and Pharmaceuticals
Construction )

Electronics and electrical appliances
Exports f Imports

Financial

Food & Allied Products

Footwear and Leather garments
Individual

Insurance

Metal & Allied industries

Mining and Quarrying

Qit and Allied

Others

Power (electricity), Gas, Water, Sanitary
Services

Sugar

Textile

Transport, Storage and Communication
Wholesale and Retail Trade

Credit sk by public / private sector

Public/ Government
Private

Concentration of Advances

The bank top 10 exposures on the basis of total {funded and non

g

BANXK ALFALAH LIMITED

2018 207

meeece{Rupees in 080)sce-
844,423 271,048
3,199,346 4 625,145
475,65% 2,500,863
3,802,147 3,992,081
4,333,144 6,243,762
1,818,994 1,867,320
5,044,665 4,530,444
17,923,587 22,028,188
7,599,502 5,280,810
176,289 401,764
218,898 323,678
66,831 97,548
343,183 $,845722
3,922,471 74011
586,399 9,836,992
30,749,298 20,732,714
7,283,152 5,648,991
882,925 11,079,370
431,895 707,252
22,378,081 16,864,787
3,354,178 3,880,401
9,874,261 7.011,479
125,112,423 137,950,168
14,722,902 27 669,500
110,389,521 110,280,569
125!1 12,423 137,950,168

-funded exposures) aggregated to Rs 136.994 million {2017 : 100.748 milion) are as

following:
Funded 119,953,989 88,344 569
Non Funded 17,039,556 . 32403343
Total Exposure M 100,747,912
e
The sanctioned limits against these top 10 exposures aggregated to Rs 151.245 Million {prior year: 153.982 Million}
Total funded classifled thereln 2018 2017
Provislon Provision
_Amount hald Amount held
{Rupees In '000)
CAEM - - . .
Substandard - - - .
DCoubtfui - . . .
Loss - - 5 358 5,358
Total Nl NII 5,358 . 5,358
For the purposs of this note, exposure means outstanding funded facilities and utilised non-funded facilities as at the reporting date,
Advances - Province/Reglon-wise Disbursement & Utilization
2018
Utilization
) . KPK including " AJK including
Provinea/Reglon Dinbursemants Punjab Sindh FATA Ghgh-Battistan
Punjat 1,011,452,333 908,920,172 5,379,193 65,309 B3 7,047,968 38,861
Sindh 728,308,305 3,367,574 724,787 847 70 18,725 35,088 .
KPK ncluding FATA 17,503,980 - - 17,148,717 . 355,282 -
Baloehistan 3,504,319 . . - 4,594,319 . -
Islamabad 75,064,135 2.031.826 - 184,364 115,751 668,628,194 2
AJK including Gilgit-Battistan 574,345 - - - - - 574,345
Totat 1,837,398, 417 1,011,18,872 730,167,040 17,402,450 3,729,826 74,166,513 §13,206
2017
l.'ul_lgtion '
_ KPH Including o AJK including
Provinca/R
rovil ugion Disbursemants Punjai Sindh FATA Giigit-Baltstan
Punjab 785,869,975 785,865,975 .
Sindh 865,395,725 - 685,395,725 - -
KPK including FATA 15,813,443 - 15,813,443 -
Baluchistan 2,371,813 2,371.813 B
Isiamabad 50,005,909 - 50,005,988 -
AJK incuding Gilgit-Baltistan 872,361 - - - - - 872361
Totai 1.550,326.306 785,809,975 885,385,725 15,873,443 2,971,613 50,005,589 ‘572,361

M
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47.3

47.3.1

47.3.2

" Market Risk

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

Under the BeD approved pelicy, the Bank's Asset and Liability Committee {ALCQ} and Investment Committee (IC) are primarily respansible
for the oversight of the market risk, supported by market risk management Unit of Risk Management Division (RMD). The Bank uses the
Standardized Approach to calculate capital charge for market risk as per the current regulatory framewark under Basal 1} / Il Furthermare,
the Bank carries out rigk assessment via diversifiad tools including Value at Risk (VaR), PVQ1 (price value per basis point} and Duration en
a regular basis. The Bank alsc ascertains the impact of market risk on relevant factors through stress testing and Internal Capital Adegquacy
Assessment processes.

Foreign exchange risk

Foreign exchange {FX} risk arises from the fluctuation in tha value of financial instruments due to the changes in foreign exchange rates. FX

risk is mainly managed through matched positions. Unmatched positions are coverad substantially through derivative instruments such as
forwards and swaps.

The Bank alse manages FX risk by setting and moenitoring dealer and currancy-wise limits, The currency risk is regulated and menitored
against the regulatory/statutery limits enforced by the State Bank of Pakistan. The fereign exchange exposure fimits in respective currencies

- are managed against the prescribed limits. Risk Assessment with respect to FX risk isaiso conducted on a regular basis through VaR

The analysis below represents the concentration of the Bank's foreign currency risk f.or on and off balance sheet financial instruments:

Currencywise assets and liabilities considered above have been presented on gross basis as per respective currenciss.

2018 . 2017
Forelgn Forelgn - " Netforeign . Forelgn Forelgn Net foralgn
Currency Currency 3:2 f: il:eI:: currency - Currency Currency E:: ;a:: nc: currency
Assets Liabillties exposure . - Anzety Liabititias om IXpOsUre
—{Rugp In '¢00) {Rupses in '000)
United Stales Doilar 72,108,056 117,349,741 45,325,354 . 84,663 61,520,055 80,687,137 20,319,024 1,159,942
* Great Britain Pound Stering 2,339,753 5,093,350 2,760,223 * 6,628 1,659,845 5,457 565 3,808,651 10,931
Eura 2,332,247 4,132,522 1,813,236 12,981 188,571 198,056 12,024 3539
Japanesa Yen Hs 1,400 3,908 . .2,823 - T 2,408,802 5,288,282 2,881,809 5449
Other currencles . .. 30,818270 30,990,150 75.877 3,997 __ 27,848,884 27,844 252 3,531 8,183
107, 641 57,567,163 49978 111,076 93,637 257 119473272 =M9= ___ 1,188,024
- 2018 2017
Ranking book  Trading book Hanking book Trading book
- {Rup In '000)

Impact of 1% change in foreign axchange rates on

- Profit and loss acgount ' . 1,111 - 11,880

- Other comprehensive income : - - - -
Balance sheet spiit by trading and banking books 2018 2017

. Banking book  Trading book Total Banking book Trading book Total
-{Rupées In ‘000)

Cash and balances wilh treasury banks 82,407,700 - 82,407,700 70,381 435 - 70,381,435
Balances with othar banks 3,474,955 - 3,874,355 3,753,954 - 3,753,954
Lendings to financial instilutions 82,172,287 . 82,972,287 49695828 - - - 48,855 828
Invesiments 230,135,538 47,524,887 277,660,403 377,903,404 22,794 882 400,733,286
Advances : 501,836 452 - 501,636,452 400,655,424 - 400,655,424
Fixed assels .- 18,272,21% - 18,272,218 18,155,727 - 16,155,727
Intangibla assets 1,283,518 . 1,283,518 1,472,270 - 1.472,270
Deferrad tax assets - - - - - -
Non current assets held for sala | 23,580,485 - 23,589,480 268,821,724 - 26,821,724
Other assels 35,320,828 - 35,320,826 29,858 201 - 28,958,291

958,992,676 g;égﬂ&&; :_I,ggg,g! 7,843 a?slogg 057 22 ?99@22 998,827,939

Equity position Risk

of in_vestments'classiﬁed as HFT portfolio is lo take advantage of short term capital gains, while the AFS portfolio is maintained with a
mec!lunjn term view _of capitai gains and dividend income. The Bank's Investrment Committee is primarily responsible for the oversight of the
equity investment risk. Market Risk Management Unit of RMD menitors and reports portfolio and scrip level internal and external limits.

2018 2017
_.Banklng book Trading book Banking book  Trading book

{Rupess jn '000)

Impact of 5% change in equity prices on
- Profit and loss account - {6,691) - {1.357)
- Other comprehensive income {520,838} . (290,281)

oy

- BANK ALFALAH LIMITED
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Yiald / interest Rate Risk in the Banking Bock (IRRBB)-Basel § Spacific

- .
Intevest Rate Risk is the adverse impact on the benk's sharehaldsrs equity dua o changas in tha intarest rates. [t may be further elaborated as changes in thi present valua of the asset, liabiities and
commilmenms due to changes in tha term structhurs of the intarast rates. The Bank is exposed to interest rata risk primarily as 2 result of mismalches in the amounts of agsels, liabiities and of-halance
sheel intarast sensilve instruments within a cartain range of malurity o re-pricing (whichever |5 arlier). The Bank has formulated & separate Interest Rata Risk Management {IRRM} framawork which
establishes aggregate and tanor-wise balance sheat leval PVOT {Prica Value of hp) limits to manage inlarasl rate risk within tha Board approved fisk appetite. Traaswy and Capital Marksts Group is
primarily responsible for managemant of intarast rate risk on a daily basis, and Iha Asset and Ligbiity Commities {ALCO) oversaes the intarast rate risk at Bank ievel, Markel Risk Department of Risk
Management Divislon indapandenty monitora, analyses and raparts various limits Including managamenl aclion point fimits and re-pricing of the assets and iiabilities on a reguiar basis,

- The Increase (dedline) In sarmings or aconomic value { or any ather relevent measuras used by managemeni) for upward and downwart! shocks accarding to managements methad for measuring
IRRBB, brokan down by currancies {if any, and than transiated inlo Rupsas)

am 17
Baniig book  Trading book  Bankiog book  Trading te

{Rupeea i "000)
impact of 1% ¢hange b inleresl rates on .
- Praifit and loss accouni {t10a) (450} 4194 {208}
- Char comprehenglve incama . . . -
Mismatch of intarest Rate Sensitive Assets and L
2018
Effectiva Totsl Eij 1 Yl ribwrmnt nK
Yo Tver T [0 | CLE ] e d (TR Nendntsrest
Interust Wpto 1 L F] . Monty to 1 w1 w3 o 1 Above basring Ananclal
i Manth Months Monda Yoar Yasry Yuars Years Yuary 10 Years Frabuments
Cr-balancs shest financia instrumenty {RUDSES In D00 }—.
] S
Caah an1d babances wih reauury banky 0.10% 2,407 T00 11,675 400 - - . - . - + FoTatae
Babances with cther banka 1.84% 1574008 1,250,476 - - . - - - - - 2810.47%
Lawd@ng 1o financial inath toe IACLY LFREF: 1 52042055 10,02k 424 L8 ) B - - - . - -
Irvanimants At 217 680,401 126,008,081 83,207,000 18,77 4F 0,143,014 1230420 17,890,444 11,207,473 0,600,340 13,227 10,721,222
Advancan TaT B0 658402 207,222,008 125,000, T8 101,171.14Q 30088, T4 1,704,852 1,837,047 A01L 8 12,008, 741 4,803,240 2,934,970
Araaty hakd for saln il savam
Dthar snay 30477057 - - - - - - - - -
[LFEITRTT 40,154, 1 19T 1T 119,143,151 48,243 787 13.524.041 19,527 R4 18020122 0,800,138 A§14TE 141,570,237
Ligbigey
Blily payabls ELETTRTTY . - . - - - - - - 38,508,225
- Dartewings 451% 123,738,241 BT, 900,042 B MIATT 05T 0T 282758 3,040 27,020 2,104,423 S4T1L4Y 700,000 -
Depoats and other accounty 2.5 o750, 200 208 075074 B8,083 008 W54 15,917,804 701,523 1,180,408 113074 ERE.] A28 000 290,858,061
Leabiditinn againgt weasin subiect 1o fnance ke esy - - . - - - - . - .
Subotdnated debt EI@% 11,549 000 - 11,059,000 - - - - - . -
Liabitien drecty aasociated with tha sisete heid for teie 20,434,308
Other kabitiys . ILNTa - . - - - - - - -
[T ENTr) 3844711 136 103,274,243 FLRTINET] 17,190,338 TiL,501 204T. 40 2Tk BATRETT B35, 300
Do-baiance shesl gup
TMT-balance sheal Rnanca nsrumentsy .
Diocurnartary cndite and short-term bsdestited bansactior 126,113,423 14,355,817 J0.187.007 081 342 24, 843,420 242240 1,234,204 £.820,00) 41570 1,000,528 -
Commitmarts in reapscl of: :
- Forwind wchangs condracts - purchase 140,128,802 SL01ENET BE.08Y, TR0 12,7202 L1 - - . - -
- Forward nchangs conyacts - unle . 13870 AL258,TM 25,74 Aas 118211 a1pdh - - .
- Intefes) Rite Swaps - receips 10,850,704 a0y 2,260,408 M7 - - - . . . -
~ Interesl Rute Swmpn - peymerty 10,080,708 - - 3840913 1,624,004 1,350,618 L5 91T 1110483 1,358,020 - -
- Futures - 1ay 1,400,383 : 1,400,303 - : - - - - - -
ON-balance shest gap 178 703 842
Toial Yieidmtereat Rlyk Sansithity Gap
Rk ¥ Gap
— 2017 —
Effsctive Total Eapcoed ¥ Viekd! intsrest sk
R Crvar 1 Dwar ) Orerd Cver 1 Twwi Cver 1 T "
niorest Upda 1 i = Honthe k3 1 2 w1l twi Io 18 Abowy ban fnancial
tate Montt Hontha Monthe Yasr aar Yoars Years Years 10 Yeurs ring
: mElrumenls
On-5alance Mt financid instrumants . {Rupeas in ‘T00)
T _ T —
Cash and Balances with re sy bk a.02% 70,381,435 T553. 185 - - - . . - . . 62,827 850
B roms with other banks 1534 ERLEN: -] 324,750 5], 440 - - . - - - . nATE24
Laninng ta financisl iptittions . 5.78% 48,385,028 30053 824 9,001,822 2,178,182 - - . - . - -
Irarttripnis Lk ] 400,733 288 agasa 0 270,377 . 2BBHLAST 24,753,081 43602510 25 298,394 23,954,358 8,306.078 290,869 BE45, 354
Advenc st 7 6% 400,835,424 TP 725285 137 AT 84,788,187 26,452 451 1.B50,872 1.810,255 8019137 17838 33 3,74 485 497 547
Agsaty hadd for sala 20,821,724 - - B - - - - - - Fok:ra et
her assaty 28 048 430 - - - - - - - - 20,048,430
B76,200, 081 301,543 484 244,724,314 108,752 808 $1.225,512 45373381 27,180 59 A1 678 452 24,136 441 4,038,104 124,357 434
A
Bils puryably 20, 082 D70 - - - - . A - . 20,882 970
Harrowings 482N 207,163 888 133,022,886 0275407 LKA ] 17.7E4. 270 47428 114,34 Ky B,143858 - -
Draponity and othar socours 2E0% Bidd, 034 pat QA0 7 51,204 080 87,311,208 18,081,828 A1, 98 304,545 2. - - 263,455,500
Subordanatyd debl arrs 4 291 000 - -GN - - - - - - -
Linoirtas drwctly sasocistyd with i msaatn hakd for aaln 24,754 008 - - - - B - 24, T55,006
DHiwr by 20 188 om1 - . . - - . 8 180 OA1
. 928, BE5, 200 3FA23.013 6930 477 78,265,908 3308t 421 8,143,898 . D285, 140
On-balance shwet gz
ON-balance thest Mnancial nsruments
Cacumentary cradits med Whort twm trade relatad rCtions 137,850, 168 22,957 038 8,840 408 1,780,008 20,607 234 5455841 T2 083 480,585 0,840,502 270,301
Cammamants i fesgect of:
- Fornard exchange contects - purchass 60,285,544 27207 104 22,812,300 857325 1,540,880 - - -
- Forward ruchaogs contracts - ual 31823, 208 8,200,656 12,131,825 10,859,209 031414 - - . - - -
= Interunt Rutw Swagrs - reéaiy . . 8,845,758 1,442 538 LEARE ] - - - . . -
- Irtatest Fade Swops - payment B BBS 734 - )

Cff-baiance shest gap

Total Yiakdiniwreat Risk Senakhaty Gap 28,243 433 204 717 BAT 73 G4 038 30,085 B2 43877 524 28,305 323

30,328473 23529072 4 308 €35 210936112

5
< st Rigk 5 ¥ Gap 20.243438) 175,874,445 SiBAARY  JDLARZATE 334 TSB0BA  IB0MSN8 g Ja3752 Lrakred L] 477.531 499 218 702787

Reconcllistion of Asasta and Liablities axpased io ¥lold / Inorest rate riak with Total Assats and Llabilias

2018 w7
——{Rupana in COD}—~n

Total financial assals as per note 4741

Add: MNon financisl aszsts 942,313,343 79,280,081
lOpal‘aqu flxsd assaig 182715 15,155,727
g:::rgrls::ls 1,283,518 1472270

Tolal asaets as par slatemen of financial poslion 4,343 769 1,809 661

1 ooseﬂius 359 827 035

Total financial llablitles 85 par nots 47 4.1

Add: Non Enanciai Hablilies 926,463,557 928,999,800
Creterred lax liabitiies
Othar liabiliies 2,070,702 3‘; 53,750
Tetal liabilities 2y per st ol h pasttion
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Operational Risk

-Basa! Il defines Operational risk as, “the risk of loss resulting from inadequate or failed internal processes, pecple and systems or

“from external events.” In compliance with the Risk Management Guidelines, issued by SBP, an Operational Risk Management

{ORM) Unit is established within RMD.

The Operational risk rhanagement policy of the Bank is duly approved by the Board and Cperational Risk Management Manual
covers the processes, structure and functions of Operational risk management and provides guidelines to identify, assess, monitor,
control and report operational risk in a consistent and transparent manner across the Bank. )

Operational Risk Disclosures - Basel Il Specific

Bank Alfalah Limited is ameng the first few banks fo secure SBP approval for adoption of Alternative Standardized Approach (ASA)
under Basel li for determining capital charge on Operaticnal Risk in December 2013 and Bank started calculating its capital charge
for aperational risk on ASA in its financials from December 31, 2013.

The SBP Approval stipulated a capital fleor i.e. operationa!l risk charge under ASA should not fall below as a certain percentage of
operational risk capital charge calculated under Basic Indicator Approach for initial 3 years. These floors were 90% for 2013 and
2014, 80% for 2015 and 70% for 2016.However, removal of Capital Floor for calculation of Capital Charge under ASA was extended
in line with Internationat developments and consultations of the Basel Committee on Banking Supervision (BCBS), State Bank of

- Pakistan is in process of reviewing its instructions on Operational risk.

The Bank's ORM framework and practices address all the significant areas of ORM within the Bark inciuding Risk Control Self

1 . ‘ M

L

47.5.2

47.5.3

Assessment {(RCSA), Key Risk Indicators {KRls), Qperational Loss Data Management, and Operatichal Risk Reporting. The ORM

- Unit engages with Bank's business / support units and regularly collaborates in determining and reviewing the risks, and suggests

controls on need basis. Additionally, all the policies, procedures and systems of the Bank are reviewed from the operational risk
perspective, and the recommendations of RMD are taken inte consideration before their approval. A Process Improvement
Committee {PIC) in this regard has been formed to evaluate and consider the recommendations of al! the reviewers. Further, the unit

FSD. The Operational Loss Database and KRls systems are in place which have been further enhanced and the reports are
submitted to Central Management Committee and Board Risk Management Committee. State Bank has further extended the timeline
for collection of loss data base reports till further notice,

As required by Baset, Bank has categorized all its operational loss/near miss incidents inta following loss event categories:

- Internal Fraud

- External Fraud

- Employment Practice & Workplace Saféty

- Client, Product & Business Practice -

- Damage to Physical Assets’

- Business Disruption & System Failure

- Execution, Delivery & Process Management

And also mapped the incidents into following Business Lines:
- Retail Banking '

- Commercial Banking o _' »

- Corporate Finance

- Trading & Sales

- Payment & Settlement

- Agency Services

- Cost centers/Centralized functions

IT Security Risk

The Bank has in place an IT Security Risk Management Policy and an IT Management Policy, duly approved by the Board of

- Directors, which derive from the regulatory mandates and the 1ISO 27001:2013 international standards framework. A dedicated IT

Security Risk Management unit, functioning within RMD manages [T and information security risks to bank's technology assets by
developing IT security baselines for IT solutions that support products and services, Security solutions selection, and acquisition
including vender and/or service provider selection managed by IT Security in close coordination with ITG and procurement/central
administration, monitoring of threats and vulnerabilities though Security Operations Centre( 24/7 ), investigation of reported
information security incidents, reinforcement of IT security risk awareness to employees via periodic communications, following up on
due dates with stakeholders responsible for remediation of open issues, and reporting the status of IT security risk to the
management and Board IT Committee(BITC) ATSC/Board.

Environmental & Social Risk Management Unit

Initiative to integrate sustainable finance approach in credit evaluation and approval process. Being a responsible corparate citizen
wherever BAFL operates, the Bank has integrated sustainable finance approach in its lending activities. In this regard, Green Banking

Policy and Environmental & Social Management System {(ESMS), duly approved by the Board of Directors, has been put in place in
close coordination with IFC,

The ESMS Frarmework essentially requires that any relevant lending opportunity is to be reviewed and

- IFC Exclusion List

- Applicable national laws on enviranmeant, health, safely and social issues
- IFC Performance Standards.

evaluated under against;

credit proposals require clearance of E&S Officer

' _ th ! _ Management Unit, part of RMD and E&S Unit is

responsible for identifying, vetting and approving projects from an Environmestal & Social Management Risk (ESRM) perspective.
.LL.I )ﬂ}m
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47.8.4 Credit Risk

This unit is primarily responsible for development and management of Credit Risk Systems including Credit Initiation & Internal Rating
System (CIIRS) and its related modules like Bank Alfalah CAR Kalculator {BACK). 1t also supports other credit related automation &
optimization initiatives like eCIB automation and Credit Decisioh engine for Consumer Finance Group as desired by Management
from time to tima,

Country risk, refers to the pessibility that ecenomic and political conditicns in a foreign country could adversely impact the Bank's
exposure in that country, For the Bank, country risk arises as a result of the Bank's foreign currency lending, trade and treasury
business with counterparties domiciled in cther countries as well as investrments and capital transactions. In order to manage the risk,
Bank has in place a comprehensive country risk managemsnt framework, Under this framework, the transfer risk is measured using
financial market and economic factors. Palitical fisk is measured using a variety of indicia indicative of country's willingness to honour
its foreign obligations, Based on this framework, risk limits are assigned to countries within the Board approved limits. The limits and
their utliization are monitored and managed at head office level and country risk exposures are reported to the relevant committees at
a de~fined frequency. .

W
[ 47.5.5 Country risk
47.6 Liquidity Risk
Liquidity is a financial institution’s capacity to meet its obligations as they fall due without incurring losses. Liquidity risk is the risk to
an institution’s earnings, capital & reputatisn arising from its inability (real or perceived) to meet its contractyal obligations in a timely
manner without incurring unacceptable losses when they come due, :

With reference to SBP Basel Il| Liquidity Standards issued under BPRD circular # 08 dated June 23, 2016, Bank Alfalah calculates
Liquidity Coverage Ratio (LCR} on monthly basis. Based on Decembsr 31, 2018 numbers Bank's LCR is 1.42 or 142% against SBP

minimum requirement of 100%, with Total Stack of High Quality Liquid Assets (HQLA) of PKR 281,732.849 million and Net Cash
QOutflows of PKR 198,337.514 million.

Moreover, under the samae circular the Banks are expected to calculate Net Stable Funding Ratio (NSFR) on quarterly basis. Based
on December 31, 2018 numbers Bank Alfalah's NSFR is 133% against SBP minimum requirement of 100%, with Total Available
Stable Funding of PKR 630,592,992 million and Total Required Stabla Funding of PKR 472,759.178 million.

The Bank manages and controls fiquidity risk through a detailed rigk management framework, which includes BoD approved policy,
management levef procedural document and Asset & Liability Committee {ALCO) lavel guidelines. Under this framework, various
liquidity metrics are implemented and monitered on a regular basis.

At BAFL, BoD approves the Liquidity Risk Policy. Further, it also approves the Bank's overall liquidity risk appetite and broad liquidity
risk strategy through Annual Business Plan. The Bank's ALCO is primarily responsible for the implementation of BoD's strategy
through oversight of the asset liability function including liquidity management, Treasury front office manages the Bank's liquidity on
day to day basis and is the Bank’s first line of defense against liquidity risk. Under Risk Management Division, Liquidity Risk
Management Unit is responsible for independent monitoring of the overall liquidity risk in tine with regulatory requirements and bank's
own risk appetite.

The Bank's overall funding strategy is based on the principles of diversification and stability. The Bank has a diverse funding base,
which includes stable funding in the form of equity, Sub-ordinated (oans, retail and small business deposits. Moreover, for non-stable
funding in form of Large Volume Cepositors. The Bank has in place internally approved iimits to monitor and manage risk emanating
from voelatile funding concentration. Moreover, the Bank is fully compliant with Basel ill LCR and NSFR, which ensure sufficient stock
of High Quality Liquidity Assets in relation to its liability profile,

At BAFL, Stress Testing is used in an attempt to highlight the vulnerability of the Bank's Balance Shest to hypothetical stress events
and scenarios. Under the same, liquidity risk factors are given major shocks and their resulting impact on the balance sheet is
calculated. BAFL carrigs out the stress testing based on SBP Stress Tests and internal defined scenarics to gauge the potential

impacts of different liquidity stress scenarios on the Bank's stock of liquid assets. The results are shared with the senior
management, BoD and the regulator.

At BAFL, Contingency Funding Plan, is implemented to address ifduidity Issues in times of stress / crises situations. The Global
Treasury prepares the CFPs for all operations on annual basis for identifying #he stress scenarios and the funding plan for such

scenarios along with early warning indicators. These plans are reviewed by the Risk Management Division and are approved by the
ALCO annually,

= S

Main drivers of LCR results are HQLA and Net Cash Qutflow. HQLA is defined by the liquidity quality of the Bank's assets and net

cash autflow is mainly determined through volatility of the Bank’s liability profile. The table below showcases the composition of HQLA
as of Decermber 31, 2018,

HQLA* Market Vaiue Weighted Amount
o e ~-(Rupees in 000)-u---n
’ Level 1 Assets 279,406,840 279,406,840
Level 2A Assets

Level 28 Assets 4,652,019 2,326,009
284 058,859 281,732,849

!

" These have been defined in detail in SBP Circular No. 08, dated June 23, 2016

! SR



Al

TPAS] SIBA JUSLING Sl MOIBY I/E] 10U [ PUE S3Mosa! pnbY 5Y JO Led 0o B s s)sodep a5eu) |ey) SSjewnse YUBg el UaLung Aunaw FBNENUCT AUB BABY JOU O BSEIY] SE ABP SUO O)IN ALMEW 18pUn PBUISSED Uoag saey susodap Bumes bue Juawnsy

(X
L CEC L $1955€ JO Lonemeaal Lo (IDYsO)sniding
POL'ZEE P Jycurd pantusun paeudouddeun
BOD'YSL G} 5IAIBEDY
022'520'00 uNodce [BYied 8010 peaH feudes areys
R 0 T T A T R T AR T TN AR T T VLY LPF BET LEE GEG 16B)  FPL 04 nesse Jay
18820661 S2'625'¢ 684'608'L Liggr'e S LLLZL OITIOSE  BSISPL'PE  OZE'/EO'GF  bor'62Eie  bRFOFL'SY  CAR'EZO'DL  L/COLEHZ) £/5'494'515  B6L'BTO'EES
- LOE0ETT ¥81518 ¥EL SIS 65C¥ars | 65C PP L yeg0i0, | B985 SEE ELUEOEE [T6S0ers |OISEEC [ cclZeGe | 98 8¢ B8ZLE29072T SenNGEY Jayn
- - - - - - - Q606G T - - - - 960'654'FZ o_wn S0} DI S19SS2 GL) \iua DEIETIOSSE ADSAD Seminger]
- - - DSLESLE - asL'eel'e SBIIGEN XE] peusjoq

- DO'SE6" Y X0'E 000T - 0oo'E - - 000°1 - - - - O00°LEE'F HEp pelEpIOaNS
ZrEGes's 'L ¥iL'Ge8 BEO'ZLS'L YEr'eo0's | 696°J0F°LL | ¥OR'ZEZPE | 58E'LZ0'SE | pez'ssosl | Goosoree | losusvs | ssesree | zousgetvoe 2966 PPO SIUNDAOE JSL0 Bue SNsadag
BES'261'9 206" 168 Les'o0l S Lp eiEe0  |ssevessl | MZ'EBLe | ZSE0BY0L | 125eRSOR | rogRoB'E | Zouzsee | ezbsesont | szigesL 9PV'E6LL0T sBuwnuog

- - - - - - - - - eze'ora's | s9svo6'z | ese'7erz | DOS'ote's 046'208°0Z ejqekRd sHg

soEEn
VOOISTI0L  LIGE/6P6  POE'UES'TO  WONCIO6G EIZGEBBT  ZEOOSORE  LYG'BZE'0E  EELOMCEZL  AWROZLBLL  LSSLOBCSI DO/'040'CE  JGA'BBF'SE  ZBILETFE BE6'120'086
1BEFZE 06E¥ECE [T V€2 '986 79} 288 Z9i cHs GEP LPE SZBELL EOTRIE M | POTEPLL Q/07BCE | VCiCOBZ | €SGERP 152 856 BT S1955E JaUl0)

_ . . - - - - - pz2'1Za'eT - - - - vzl LZ8'a7 2IE% to) ey slassy

- 906885 ¥EYFET PEFYEE ela'es JE:3 43 £19'EL BES'FE SES'PT 80°EL 522'% BO5'p .11} 02T'EL'L s)esse sKgbumLy
SEZ'H940L PLE'LIDE 2BE'GEL'L 2665211 Bre'Lse sre'iez Bre’ 182 €606 £0L'EH 2005 £88'42 952 '8l SELE FriN--N: 18 slessE pay
YEa'T6LS PEOISPE  f 00ZZOFPE | eeP2LEL | 962'909' | 9tZ'Ree’s SSYBIE'LE | ELS'SRST | eis'sve's | swzboess | eoeozc'ic | zeoess'is | sig 1EE'S YZF'S59'00F SPUBADY
£ia'sk '8l BOE'PEL'OE | LOGREZ'OZ | sot'ezs'oy | sszazzor | veesssET | Zo6sEg B0 /0T'RE | 19g'eeror | bLs'oznes - PPEGLSSE | 8g GRT'ER2'00Y SjuBtisaA|

- - - - - - DRE'00CZ | 9EL'OrE'E LEC'CBZ'ZL | Z06'0LSE) | 966'S5R'C | ZZv'BSD'LL - 745688 suonMmyst ey o Bupua

- - - - - - - 862 G6L sLE19L - - - £9'06¢'E PEE'ESL'E HUBY JBNG LI SeUERD
2I5'6LEEL 6040586 A¥0LTE) DEY'ON'S 626264} § B25'152°) SSL'ZEL'Z  § BOBEYDL HH6'TFE'L ZGE'EGK'S Lig'rhr'e | 06S'r6'E ] GEE'SLOGL SEFLEE'DL Sjueq Ainseas; yim sesusieq pue Laen

Hessy
{000, u] seecny}
: ey sawak wwak swalk ol sUDW won #puow  YMoW 1 0) shep shnp
SIEIAS IO coicummn  £OIZIAD  Zotpasng _.na.“._”eooe GOIOIIAQ  BOILIIND  CONZJIAD  ZOILIAD SARDYLIGAQ PLOJZUSAQD Loppsaap ARG HOMN oL
FIT}3
TSI09PTL
0SETRCL 19SS JO UCBNIEAR) Lo (IEysrmyding
THa'ser'ie Woud panusuin mateudoddeun
reL050cz SBAOSEY
BZ9'tkLLL wnoaae feyden saWe peoH gendeo aieyg
“Ti0 gL e TECSVLLP  BLLEPLPY . SLPGICEL  FOCTIL PISLIOE S TERE . ZBLOIFS SL0909F (ELLOST9IP)  SIDOFSSL xS JaN
ZHLEEL'CZ BES'PLETY  CHI'NLL'E 9r'ZITZ IVS'OME's STULIYPL  JMEZ69TE  BSO'NRD'0S  MOV'ES0'ZF  LCOPS'BY IVEINSZ  FECTEITS YRL'9IS'TIS  R96‘DLS'0TE
- [T LSCE00 ¢ [Ty STLPINT [ BLOGLDT ¥TL0Y | 264197 TELE%E . [ GLEBOFS | 648990 | 0ZLBZ0T . | GRLZETT) Zirsrec SSHIRKTE S0
- - - - - P6E'SEFDZ - - - . - - SEL'SL02 B{ES M0} DiBY $1955E B L DHEDOSSE ARDONP Seniger]

- - - - I0L'040T - 20L'020'Z SONRIET Xel PSLSJBC
00'000"2 - 000°588'Y i ir oob't - ooo’L - : - - - - - OD0BHE"LL Wep pejeimuoqng
JEE'TLES SSC'sbo'y (18414 7 O09E0’ L FETTIE'S | c29'9as'0L | gpb'ouz'oZ | pes'on'sz [ 0OZ'POVLE | rel'smaez | Lit'0g9'DL Is9'2e0'sl | LI6'M9E'CS | omT'ceR'zOl SIUNO0K JOU)D pue suscdag
sB'ZAY'S toraae’) £it'80) Lin'sz BELL L'y he'er'ol | ZIvele'zz | sewzez'or | zeozi'e BBU'RIE'YL | FO¥'SOM'SY | ct'aes WZRLLST sbumavog

- - - - - - - - - E0'gpe'e | ter'eer'z | srt'tse’z | sev'esi'sz §IT'BEG'SE aiqeded syg

£2|ilgw,
PYLLSG'ZLE  SEE'SZZ'0Y  GLPTOZZY  ZWWUEYIC  SOL'SOL'S  SEETYLZL  CBELETLS  99p'RSC'SY Lirore'us ISEZLR'OLT  J95'LDG'EE  OBL'TEC'EZL  L2Keeo'is £V'LIZ'900'L "
27965C 27968 1547653 BELPLD'L T [ ¥SET0ZF PIEOCF 194’009 [ EPOEOT - [ 25FH88E [ WO0TELF | w6LTHIC | BEVEIGEL | 9ZEDIRST 519958 1BYIG

- - - - - - [ 0+ - - - . - - GEV'ES'CZ SES Ity POy 5loasy

- HY'SLS toL'v9z toL'952 821've aLr're LTIN ({14 * z68'1Z 6OY'LL LEE'Y n'r vt f13:34 4] 510558 Bigivel)
005’06 Zr'zen's 9 te0's LFIT0'L £9%'59Z7 BBE'6SZ 915'0s8 19¥'98 29¥'98 1% £4L'07 16241 zep'z 5LZ'22z'el 5Jesse paxy
L20°00T'CH L08730'sr | 9E0ZI0NE | CZ9ISE'OZ | zoozest | o9'sss’tL | zstloss'nr | miZ'narsz | selloviz | szimistows E2L'CET'6S ( ALK26D'0F | Lio'pre's Ter'orylay sasueADY
BEE‘RLL'SL Tiriss'kl | vizezo'm | ses'ten'ty | zsZ'swo'r | 29z'ges’y iw'sev'y | cos'z02'9z | vos‘zor'ez | recios'se | pmo'trviec | oos'sootez | sse'zeey £o¥'u99' 242 siuausany]

- B - - - - 000"t Irtieeg's 28t'21L8'S AN'gTL's B99'P0S'E | STOEBL'TY | O5Y'OTE 8T'TLL'EY SUBRNINSLY BEEUY o Bupue

- - - - - - - - - 9p8'6.8 zre'oce - L2Zrral's - | sse'riet SHUBM 1210 Ylm SoUeeg
LGE'SEL'Y OBY'¥SH o'y BFLLZY tis'ceg EES'EOS 529'002°L | ¥66'991°2 re6'a9k'z | [0g9'205 991222 2TY'061 10Z'VED' LY 002" loy'z8 syueg AINsesy g SaouEieq puk ysen

3 ssEy
[N {000, 1l swedny}
wieay, wieak zivak ek o 1oy oy suuow  Ywow Lo whep shep P
HEAE RO cataaan  corzsesn  zo1) a0 _.QMH_“.%E B0I943AD GOLEIAAQ [OIZIGAQ T OLLISAD SARDbLISAQ | O} £I0AQ 2o) Laaag  TO P OMIN ias
FLOT
nuBg ag Jo 8.3..%._ PUR Gjasse 31 Jo ALNJEW [BN1DRINOD UO PaE] - SAVIIGRT] PUR KIFSSY J0 sInumew trgip

Hts:._ HYIV4TY Wﬂ — s — |



_ au i au U st ABowopoipew siy) weped SIEMEIpYRIM Spsedop PAjBLULSS UE JE BALLE ) J90I0 W seMEIpIEW sHs0dap pue spsodap Jo Junowe al
[ [BMEIDUIM NISOdOp SUNUSIEP ) SISKEUR UDIsseIBo) paulopad pue (sysodap jeng

e

| —

W._._s:._ HYIV4IY MNYE

BEOZ

=

OF/'684°G9
$11652L
O ZIEPT
699'951'81
azL'GL0'9l
L2000 T6IZ81000) 5000022 0R0DIIDr o sse 18 i tore oo o oI T9050i  CovPorOet  LhlB0LCh
ESE'CIR'OPL  6IB'ZOB'IZL HOGKE'ES OBE'ZIOGZ  SEHALL'YE GGLZITER  06U'BIE09 o9 V'SSE'LEL  Z8E'2Z0'W0Z  BBL'BZU'CES
- - S8Vl | BErEle AT eso'eles | 620IZe'L) | SiAB90 HEPOPE BZLTHIZ
- - - - - 960'65L'¥2 - 9B0'65L' P2
- - - - 052°E51L'E - U5L'E61'E
- - 000'$8E'Y | DOO'E 0002 000'L - 000'L - 000' 465'F
£O5'ELR'ObL 1Zr'ele'sel | 6ve'oeror | Z19'ee0'r | Bes'ssz'es 9TS'PEr're | SSE'TLLOY | 169°05T'09 QLLELE | L08'PEG'PYE
- SEI'ErL'9 0ZV £06 OLE'¥LL 6EV'LP 0Z'vortl | oe9'zze's | Zevsizior 999'Z20'EE) [ BRO'CHL'L0T
- - - - - - - 0le'TeN'0z | o/8'zenioz
BT LY COPPE'I9  DLIGLYOR  OZF'BZI'SD  ZEL'1ZE'ZO 12O0LL'0L  OPZEZ'DE  BZE'OI0DNE  POCZZCOMEC 6EE {78 866
- GSELIE Q91T 694 iv2 086 ZZOL IFGTIF'L FESBEE 2085 [CAR YT 16235662
- - - - - - ¥Zi'tza'er - yZL12E'9T
- - 122'999 915907 o15'89Z 26T L 62119 5L £1£'28 0LZ'Zi¥'1
§75'062'0 1AV Vl oA JOS'EEE'E | ORE'ISE'E  § DEE'ISH') S99'G4S 89'16Z 988161 £h6'SH 222'851'91
PO6E'BZO'SL BLOYEE'ZY | ZIZW6Y' | L129ESpE | Coo'moTe) YEE'BELLL | POO'SYE'DE | £46°1L¥R0S SSL9GE'091L | vEH'SSD'00Y
PEE'LLEY SELIEE'S UFOEL'SE | L0S'6ZV'LZ | 1y2'S80'zp 1BE'VFG'0S | 029'C5 SETISTLPL | 19E'EICSR S92'EEL'00F
- - - - - - ZaL0LL'e ZTH'1EO'GL YEZREED' 0L BZS'S6E G
- - - - - - - oFr'ess ¥LG'006'E ¥56'E5L'E
BlS'FIS'E ZLT'BIEL LPESRIU'E | 1E9'Z6K'L CLLPTL'S DLLPPE'S | 6B0'BOPZ 9ED'GLL'E oor'siL'2e SEFLBE'DS
fooo. w dny
"iegy SJed ) SR SIRGA wea } o syjuop SBoN sSvoR ipuowy | oydn rejo)
01 BAGQY DIMSIOAG SOIEIIAQ COIZISAD  Z 0 LIGAD LELLY] BOICISAL £ O} 1 JBAD
1102
SIRO¥ISL
0S6'200 2
Trs'sov'Lz
eL'080°cz
8zocri'aL
COLI06 S 9vs iee99) (eiv6va sl Ove'eea'st (6iTv0180l] (orG'ce605) (cor00REL) IPEILIOL Sty oicene - Simerier
ZDE'I66'reL S6L'L08VZL  BRZ'LEL'SS ZES'IZE'6Z  WRLLYT'ELL  GOO'SEO'YR  £RO'TIZ'CR OF2'881°SLL  PEC'HIE'ERL  S58°0/5'006
- - Z60L6CE% | BPSGEO L | BFCGEOL 998'09.49 LECHOLZ | POEBLLL [ZT¥3 T YTLPSY LT
- - - - 96¢'58v'02 - : - 9BL°GEP'07
- - - Z0'D20°T - - T0L'040'T
000°000'2 009586y | 000z 000’ 000t 000'686"L 1
| | zos'ses'azL OO0'BLCZLE | 692'C08'05 | bssutt'ez | 6hi'sis'orl | ovvsezss | piwtoziter 66L°199'02. | 0ZL'6PE‘g9 08Z's6R'T0L
- S6L'ZRY'E cor'aed’l ; Ti£60L Lio'se §50'91 TrsiesoL | Lictae'ze GLY'06F'RY LPTRELCTS
- - - - - - - STZ'REG'SE §I2'o8s'se
B66'680'6ZL SYZ'YOr'ss osSR'IMU'RY  ZISC9S'sT  $et'ici'ol E2S'SE0'CE _ 0ZS'LIYCY  JB9'LCRERL TASIRZILY Cre’L1Z°900'L
5C0TLFR DEGMPR £89°095 0L9LEE ] BFE RED 6FE 269 ¢iv'see EBLLLZY 9PEB0R BT 9Z8'02C ¢
- - - - - - 62Y'685'5L - - 68Y'595'CT
- - SOP'ELS £0L°957 £0L'952 se'ezl 9L)'re you'zy 6812 SLS'EBT'
+ | TS} BZG'IVR'ZT ZFL'ZEEL [ Sa¥007L | sovico's sEL'glS -TE 3 SLETLE SS¥'98 siT'TIZ'EL
- | £Z0'00Z'c9 299'z80'sy | 0t0'z49'tz | 0198’02 § 2r0'zost DIY'BOLLL | ZGE'066'0C | L0V LOG'TY ECP'OPE'SET | Zov'ece'ios
S{wriosg'is Li'EEY'E 095'Z20'27 | 167°209'SL | EvzizON 9SR'E96'LE [ £22'662°Y | vER'EMVRLL | Ci9'sOL'eS tor'0a9' 11T
- - - - - - 000'001 BLEIS'E §SE'055°7s | ZeZ'2sr'zy
- - - - - - - - SSE ¥R &56'v20°¢
§20°285 21 SPE'EST'E 520°s89'L | o1o'sos's | mes'olo'z 858'0L0'2 re'creZ | 9ir'siv'y &5Y' Li6'5E H02'20v' 28
{00, wt o}
Rieas SIEQ ) SIe3h SIBR S RIRS )L I O} SLjUoK FILCH SULUON yvow ¢ Q-n-_._ mol ]
0t 3roqy 0LOIS38A0 SOILIOAD COIZIeAQ  ZO) | IBAQ 9 /9M) 901£50A0 ¢ 01 | JSAQ

“BouepinB Aojenbal pue saanoexd 1s8q Ansnpuy

I BN Usamaq diysuoneja) sy s1efigsoaul o) pasn i sisheue uorssaufiay {ygyo) sluncosy sbiaeg pue jualn: uo wiaged
BAUDO-ou) sisodap AumEw-uoU Jo ApTiS ([EINoINeYaq & papnpuco yueg ol Bugiodoy de Apisuog eied Isedsiu) pUB Auniey, 1o LLOZ JO £ “oN oNaT BN (OSE JHS Wiw o) )

£)9528 JO UONENEA UO (Rousqysnding
woud panisin pareudesddenn
sanassy

unooce |eyes edljo pean Aepdes aieys

1955 16

SanKe) JoULD

B J0} PSL SIFESE S Yum PRIEII0SSE Afoanp sanikert

SIRMqeEy X paLE)

18P palELIRIOGNSG

FUNoE Y10 pue sisodag]
sbusouog

2igeded spg

sanqen

slesse Jayi0

BES 10} PRl S1assy

s1es5e ejqubumuy)

6]9SSE paxyy

SOOUEADY

swasIAY

SUONLELY [BEEL a) Buipua

SUEY IS0 L sa0URIEE

Fjueq Ansean yw seouereq pue ysen
955y

SIRESE Jo LoneneAll uo (yag)srding
woud pannuann peepdosddeun

EEAVE 1Y)

wnoooe eides sy pean geudes aieyg

S)OSSE I8N

Saqines repy

BIE% 20] PRY SSIIGRN e Loy

SR XE] pawralag

198[ palRUIpUOqRS

ONEf AOURLY O} Palgns slesse ;suwbe senyiger)
SWNoadE JaYl0 pue siisodag]

sfumoiog

aiqeded syg

Samng e

Slassk Jalp)

B{BS J0J PIay SIFESE JaunD WON
slesse aigBuey)

SI955E pavy

SaJueapy

SIUSEIALY

Suohns I |eroUeW) of Bupue

BWLIBQ IS0 UM S30UBjEY

$jueT Amsean yim saoueneq pug yseo
sjessy

—

FURE B JO RAMIORI| PUE SIOSSE B JO SaILINIELL Ppeaadue Uo peseq - SaN|IgR]} pUe Slosse jo senunew g p




47.7 Derivative Risk

The Bank currently deals in derivative instruments namely forward exchange contracts, Interest rate swaps and futures with
the principle view to hedge risks associated with interest rates and foreign exchange risk.

Interest rate swaps and futures are conducted to hedge interest rate risk present in the Bank's foreign currency bong
portfalio. With respect to forward exchange contracts, the bank offers such products to protect customers from adverse

Exchange Exposure Limits and Currency wise NOP Limits.

Market Risk Depariment under .the Risk Management Division performs hedge effectiveness testing of foreign currency
bond portiolio against interest rate swaps and futures on a periodic basis, The results are then shared with the concerned

stakeholders and strategies are devised/revisited in coordination with Treasury to align the outcomes with established risk
parameters.
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48 NON-ADJUSTING EVENTS AFTER THE REPORTING DATE
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48 DATE OF AUTHORISATION

These unconsolidated financial statements were authorised for issue on February 21, 2019 by the Board of Directors of the
Bank,

50  GENERAL

Comparative information has been re-classified, re-arranged or additionally incorporated in these financial statements,

wherever nacessary to facilitate comparison._ ""1 J’_/- -
| // Lbupin i e

,/ ~
“Director

President/Chief Executive “Chief Financial Officer ) Director Director Director
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ANNEXURE - Il

ISLAMIC BANKING BUSINESS

3 3 I T3 o«

The bank is operating 152 Islamic banking branches (2017: 452 tranches) and 121 Islamic banking windows (2017

121) atthe end of the year.
STATEMENT OF FINANCIAL POSITION

ASSETS

Cash and balances with treasury banks
Balances with other banks

Due from financial institutions
Investments

Istamic financing and related assets - net
Fixed assets

intangible assets

Due from Head Office

Other assets

" Total Assets

LIABILITIES

Bills payabte

Due te financial institutions
Deposits and other accounts
Due to Head Office
Subordinated debt

Deferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY

Islamic Banking Fund

Reserves

Surplus/ (Deficit) on revaluation of assets
Unappropriated/ Unremitted profit

CONTINGENCIES AND COMMITMENTS

Note

-

W K

7

2018 2017
Rupees in ‘000
11,718,901 70,165 273
777,602 372,714
17 986,558 30,891,460
23,200,001 37,514,191
85,835,618 55,605,165
2,788,299 2,070,542
3273 4,537
4,783,879 2,197,667
147,094,131 139,221 550
3,864,125 3,944,386
6,019,338 3,793,802
113,525,994 113.414 363
112,207 173,209
11,262,890 7.678.428
134,774,554 129,004 088
12319577 10,217 482
1,800,000 1,800,000
1,932,828 1,077,137
8,586,749 7,340,325
12,319,577 10217462

The profit and loss account of the Bank's Islamic banking branches for the year ended 31 December 2018 is as follows:

PROFIT AND LOSS ACCOUNT

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

Other income

Fee and Commission Income
Dividend Income

Foreign Exchange Incoms
Income / (loss) from derivatives
Gain / (loss) on securities
Other Income

Fota! other income

Total Income

Other expenses
Operating expenses
Workers Welfare Fund
Other charges

Total gther expenses

Profit / (loss) before provisions
Provisions and write offs - net
Profit / {loss) before taxation
Taxation

Profit / {loss) after taxation

2018 2017
Rupees in "000

8,632,523 7,815,773
2,599,501 3,238,288
5,633,022 4,577,485
852,169 539,028
203,285 243,229
(26,145} 207,477
46,765 37,874
1,076,054 1,027,708
6,709,076 5,605,193
4,361,325 4,355,270
43,659 22,387
91 1,109
4,405,075 4,378,766
2,304,001 1,226,427
292 541 77,673
2,011,460 1,148,754
765,036 435,365

1,246, 424

713 389
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In Local In Faraign : In Local In Forelgn
Currency currancies Total Currency turrencles Toral
Due from Financlal Institutions e (1L D B
Unsecured
Bai Muajjal Receiveable from other Financial Inslitutions 8.175 054 - 8,175,054 14,100,103 - 14,100,102
Bai Muajjal Receivabla frem State Bank of Pakistan 9811504 - 9,811,504 16,791,356 - <18 791,356
17.986 558 - 17,586,558 30,891,460 - 30,891 460
2018 2017 |
A c:“:l:" od Provislen for Surpius / Carrying ; Am?:cr::a d Provislon for Surplus / Carrylng
N N . ma diminution {Ceflcit) Vatue diminution (Deflcit) Value
b 1S by seg it cost cost .
) {Rupees In '000)
Fedaral Governmant Securitias:
-ljarak Sukuks | 16,211,323 - I 317,897 16,524,220 I 33,594,052 - | 290,219 | 33,9&4,271J
-Cihers Federal Government Securities 4122215 - - 4,122 215 - - - -
20,333,538 - 317.897 20,651,435 33,594,052 - 290,219 3398421
Provincial Govemmoent Sacurlties
Shares:
-Listed Companies | - I . I - I - | N I . l . | N J
-Unfisted Companles - - . - - - - .
Non Government Dabt Securities .
-Lisled I I l N | N 1 I l ; | . I
“Unlisted 2,669,865 {141.35¢) - 2,548 568 4 097,810 {167 890} - 3,929 920
2,689,965 {141,388} - 2,548,568 4,097,810 {167,850} - 3,929,920
Forelgn Securitles ) .
-Government securities - . - - - N -
-Mon Govemnment Debt securities - - - . - - -
-Equity securities - - - . - - -
Assoclates “ . - - - -
Subsidiaries - - - - - . . .
Total Investmants 23033 503 ({41,399) k]| 7&3? 23i200,001 37,791 862 {167,850} 290i21 ] 37 914 191
2018 2047
Islamic finanging and related assats Nots w{Rupaes In "0O0}—-—-
ljarah 31 11,472 292 8,160,081
Murabaha .2 8,467,690 7,789,403
Musharaka 41,654 840 19,898,377
Di:ninishing Musharaka 1,773,050 1,238,273
Satam 2,594,681 1,945,447
Istisna - 60,369
Other Islamic Modes 3,691,855 3,190,274
Advances against Isiamic assets 11,201,704 9,463,643
Inventory retated io Islamic financing 6 052 511 4,138,316
Gross islamic financing and related assels 87,054,923 56,880,159
Less: provision against |slamic financings
- Specific (1,101,967) {1.199,456}
- General (117,338 7554
1,219,305) __ (1.275,003)
tsfamic financing and related assets - net of provision 85835618 55 605,165
Harah 2018
Cosat latl
o Deproclation Book Value as
AsatJan01,| Additions/ | AsatDec 31, | As atJan 01, Charge for the | Depreciation | As at Dec 31, at 31 Dec 2018
2018 {deletions) 2018 2018 year on dispesal 2018
{Rupses in 000)
P nt & Machinery 668,702 346,217 1,014,318 (208,924) {199,018) 21,755 {386,185) 628,734
Vehicles 12,544,123 2,768 640 15,412,763 (3,848 045) (2,094,361) 1,468 845 {4.473,561) 10,839,202
Equipment 7,492 - 7,492 3,287} - 152 {3,135) 4357
Total 13,220,317 3.1 !4&5? 16,325 174 4 060, 2551 2,203,377} 1,490_'_752 (4 B62 331! ”'4721293
2017
Coat Depreciation
Avat fan G, | Addifons [ | Ax af Dec 31, | As aLJan 01, | Charge Tor 0| por— T Aa aiBoc 3, o e 8
2017 {deistions) 2017 2017 yoar on disposal 2017
~-{Rupess In 000
Plant & Machinery 673,146 {4,444) 668,702 {188,735) (127.489) 107,300 (208,924) 458,778
Veh!c.les 10,101,573 2,442 550 12,544,123 (3,172,335) (1.657,253) 981,543 (3,848,045) 8,696,078
Equipmant 4,185 3,307 7,492 {3,287) - - (3.287) 4205
Total _ 10,778 5904 2|441,413 13,220,317 [3.364.357) { 1,734,?4_2) 1,088,843 {4,080 256) 9 160,061
Futura ljarah payments recelvable
2018 2017
Later than 1 . Later than 1
Mot [ater than
1 W:r yeard leas | Over Flve ysars Totat Net Iat::than ! yearh less | Over Five ysars Total
than 5 years year than § years
{Rupees In 000)
tiarah rental receivables 088, .
2 B50 9,385 533 11,472,203 1&48.811 7,51 TIZSD - 160 061
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2018 2097 -
3.2 Murabaha Note -=—eeeRupees In ‘00H--mm--—-
Murabaha financing 321 8,487 890 7,788,402
Inventory far Murabaha . ' 23 4,191,772 3,032,872
Advances for Murabaha ' . 1,404 688 1,296 582
14064148 12118856
3.2.1 Murabaha racelvable - gross azz ~ B,BB2,108 7.901,022
Less: Deferred murabaha income 2.4 {5,104) 5104
Profit receivable shown in other assets {409 312} 106 516
Murabaha financings 8 467 680 7,789,402
3.2,.2 The movement in Murabaha financing during the year is as follows:
Opening balance - 7,801,022 67436873
§les during the year 981,084 1,157,348
Adjusted during the year - -
Closing balance 8!882 106 7 9015022
3.2.3 Murabaha sale price 58 451,967 55,026 440
Murabaha purchase price . : {55.260,195) _ (51,593 568)
4,181.772 3,032,872
3.2.4 Deferred murabaha income
Opening balance 5103 6,397
Arising during the year - -
Lass: Recognized during the year - {4 294}
Closing balance 5103 5,103
¢  Deposits : [ 2018 [ 2017
In Local In Foreign in Local i
Currency curr::::Iges Total Currency iz:-:::li: Total
{Rupees in 000}
Customers
Current deposits 43,975,307 3,272,005 47,247,312 41,724,134 2,525,915 44,250 049
Savings deposils 46,158,859 2,?;49,?69 48,948 628 48,811,119 2,245 588 51,057 887
Tarm deposits 13,325,851 181,518 13,507,389 18,321,219 121,253 16,452,472
{Other deposits 3,305,410 154 481 3,459,891 589,310 151,431 840,741
108,803,427 8,357,773 113,161,200 107,545,782 5 055,167 112,600,948
Financial Institutions '
Current deposits 4,273 - 4,273 26,068 - 28,088
Savings deposits 380,521 - 360,521 717,348 - 717,348
Term deposits - - - 70,000 - 70,000
364,794 - 364,704 813,414 - 813,414
107,168,221 6,357,773 113,525,694 108,350,196 5,055,167 113,414,363
2018 2017
- s—-e—{RuUpaes in ‘000}=—0-
4.1 Composition of deposits
- Individuals _ 82746432 85012900
- Govemment/ Public Sector Entities aMa177 3,481,512
- Banking Companies i 128
- Non-Banking Financial Institutions 364,664 813,287
- Private Sector ' 27,400 580 24 126,538
113,525 994 113,414,363
4.2  This includes deposits eligible to be covered under insurance arrangaments amounting to Rs. 98,208.476 million {2017 - Nil).
[ Charity Fund
Opening Balance 54,253 148,314 |
Additions during the period
Received from customers on account of delayed paymant 41,087 19,463
Cther Non-Shariah compfiant incoma 3,584 15,551
Profit an charity saving account 630 3.428
45,281 38,442
Payments / utilization during the periad
Education {42,188} (38,032)
Health (7,800) {15,816)
Others (25,400) {78,655)
{75,288) {132,503)
Closing Balance 24,146 54.253
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e, T S o ) ’ . : ) : emeen—-{RUPOES IN '000)m-—
n 51 Donations paid guring the year are as follows:
Alif Noon.Pavents Foundaticn (ANPF} i - _ . 12,000
'Associétian of the Physically Handicapped Adylts {APHA}Y . 1,000 .
Cancér Cara Haspital And Research Center . 5,000 45,000
Dar Us Shifa Foundation - ) o 5,000 5000 .
DR. AQ Khan Trust Hospital ' ) 2,675 .
r Falima Kldney Care Hospital ' 3,000 4,300
J Gulab Davi Chast Haspital 7.700 .
' Ismail Welfare Hospital - 2.500
KTBL : 13,278 .
[ " Pakistan Children's Heart Foundation " 4935 .
Patiant Aid Feundatign, Jinnah Post Graduate Medical Centre, Karachi 3,300 3,500
Fatient Welfare Society, Allied Hospital Faisalabad s 2500 .
. _ Rising Sun Education & Weifare Society 2,500 .
[ e SIUT Trust 10,060 .
Akhuwat - 17,000
Alamgir Welfare Trust « 4 500
Adjuman Behbood!-E-Marizan {Lahore General Hospital: : - 2975
[ Bin Qutab Foundation (BGQF) i - 5,455
Centra Far Development Of Social Services (CDSS) - 1,600
Fauntain Hospital - 3,132
Fountain Hospital - 816
Hijaz Hospital - 3,900
Memon Medical Institute Hospital - 8,000
Pakistan Rangers (Punjab) - 5,000
o Petet Hospital - 8,000
;% Roshnf Homes Trust - 7,500
’ Sanjan Nagar Public Education Trust (SNPET) - 5,000
Special Children Rehabilitation Welfare Organization - 8,900
The Indus Hospital ) - 20,000
Welfare Saciety For Patient Care - 1,025
75388 132,203

s &

& Islamic Banking Business Unappropriated Profit

Opening Balance 7.340,325 8,628,938
Add: Islamic Banking profit before taxation for the period

= 2,011,480 1,148,754
! Less; Taxation : (765,038) {435,365)
: Less: Resarves ) ; -
Less: Transferred / Remitted to Head Offica - -
C.1sing Balance . 8,586,749 7,340,325
7 CONTINGENCIES AND COMMITMENTS
g -Guarantees o ' 3,803,368 4,189,929
] -Commitments 23,113,159 17.991,287

28,716 545 22,181,218

-Other contingent liabilitias

ProfitiReturn Earned of Financing, Investments and Placement

Profit aarmned on:

- Financing 5,589,833 3,743,781
Investmerits 2,199 658 2,247 596
Placements B42 932 1,824,396
{ ! % 7815773
—J 9 Profit en Deposita and other Dues Expensad -
- -] Deposits and other accounts 2,678,889 2,927,940
? Due to Financial Institutions 320,812 310,348
- 30301, 3236288
i
II




DISCLOSURES PLS POOL MANAGEMENT- [SLAMIC BANKING GROUP (IBG)

Currently IBG is managing following pools;
1) General Pool for LCY Depositors

.1 Fls Pogi for Treasury Purposes

- |

5) Special pool
8) Islamic Banking Afghanistan Operations Pogl

3 £33

‘vhe assets, liabilities, equities, income and expenses are s
with each pool is thus equally distributed among the pools.

4) IERS Pool for Islamic Export Refinance Scheme facilities

Al the Mudaraba based Remunerative deposits shall be considered as an inw
also commingled in the poo!. The applications of thess funds are on Advance

A-ll.2 1. The pools, their key features and risk and reward characleristics.

The profit and loss sharing between the Rabbul Maai {depository and Mudarib (Bank
contriputes its equity to general pooi of funds, and becomes tha capital provider.

2} FCY Pool for Foreign Currency (USD, GEP and EURQ) depositors

The IERS pool is maintained as per the guldeline under SBP IERS Scheme,

- IBG) is based upon the underlying principles of Mudaraba, where Bank also

estment from Rabbul Maal in the pool, along with IBG's own share of aquity, which is
3, Investments, and Placements for generating profits fo be shared amang the

egregated for each of the paol. No peal investment |s intermingled with each other. The risk associated

2, Avenues/sectors where Mudaraba based deposits have been deployed. Dacember December
. : 2018 2017
{Rupses in *000}

= Agriculture, Forestry, Hunting and Fishing 15,000,000 2,000,002
Automobile and transportation equipment 2,087,804 1,198,135
ement B ' 5,385,332 2,909,603
Ghemical and Pharmaceuticals 2,190,108 2,099 851
Construction 725,632 3070
Elactronics and efectrical appliances 2,374,655 947 068
Exports / Imports 755014 396,056
Financial 879,968 1.134,085
Food & Allied Products 4,223,633 2,754, 144
Footwear and Leathar garments 522,809 544,218
ndividuals 12,390,545 10,260,844
Insurance 9,911 14,881
iAetal & Allied industries 820,436 835,717

Mining and Quarrying 3,665 .
Cil and Allied 47 848 69,510
Power (electricity), Gas, Water, Sanitary 9,176,794 7.442 148
Services : 743,714 715,430
Sugar B27,085 836,019
Textile 16,789,801 11,720,123
Transport, Storage and Communication 1,856,348 1,960,042
Wholesale and Retail Trade 3,467 685 5,229,838
“thers 6,756,258 3,759,515
Total Gross Isfamic Financing and Related Assots 87,054,923 58,880,169
Total Gross Investments * 23,023,503 37,791,862
Total Islamlc Placemeants 17,988,558 30,891,460
Total Invested Funds 128,064,984 125,563,491

* Mainly invested in GOP ljarah Sukuks.

3. The major components of Profit distribution and charging of the expenses.

vrafit is distributed among the Mudaraba deposits on the basis of underying principles of weightage mechanism which are announced before the beginning of the
concerned period. Only diract attributable expenses such as depreciation on ijarah assets, brokerage, CIB Charges, bad debts write off on advances and loss on

sale of investments ete are charged to the pool. Expenses of pool(s) do not include general and specific provisioning created against non-performing financings
and diminution in the value of investments.

4. The Bank managed the following general and specific pools during the year:

Genaral R . " Profit rate and Profit rate return distributed tol Percentage of Mudawib |  Amount of Mudarib
PW}: weightage mzr;ﬂ:::d Mr;hom’ M:hd::h fermnersiiva deposits share transferred Shars transferred
] announcement period {Savings and fixed) through Hiba through Hiba
Rebbul
- Mudarib -
ShareFes sl:::le {Rupees in '000) [Rupees in '000)
- PKR Pool Monthiy 6.73% S000% 5000 2,301,262 245% 18.15% 387 364
USD Poot Monthty 243% A% 19.00% 59,505 1.29% 1.88% 20
GBP Pool Manthhy i167% 8300%  18.00% 814 0.22% 1.38% 75
EUR Pool Monthly 200% B300%  18.00% 10,59 0.41% (.00% -
4 -
J Profit rate and Profi rate retum Profit rate return distributed to| Parceniage of Mudarld |  Amount of Mudarib
Specific pools weightage samed Profit sharing ratle  ; Mudarib share remunerative deposity share transferred Share tranyfarred
annguncement perlod {Savings and fixed) through Hiba through Hiba
|
P p
J Bank Share Shars {Rupees In ‘000) (Rupees in 000)
Islam.ic Exparl Refinance (IERS) Pool Monthly 4.75% BH%  2169% 308,922 L] 1.74% 5,386
Specia! Poal {Saving) Manihty 6.55% HAZ%  6BEB% 4,855 4.57% 0.00% -
~ecial Pool {TDR) Monlhly 7.54% 980%  90.20% 680,881 10.21% 0.00%
L i
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Office aquipment
Corr uters
Computers
Computers
Computers
Camputers
Computers
Computers
Computers
Computers
Computers
Computers
Computers
Computers
Computers
Computers
Computers
Computers
Con auters
Computers
Computers
Electronic equipment
Mabile Phones
Mabile Phones
Mobile Phones
Mobile Phones
Mobile Phones
Mab.e Phones
Mobile Phones
Mobile Phones
Mobile Phones
Mobile Phones
Mobile Phones
Maobile Phones
Mobiie Phones
Mot "e Phaones
Mabile Phones
Mobile Phones
Mcbile Phones
Mabile Phones
Mobile Phones
Mohile Phones
Mobile Phones
Mobile Phones

Furniturg & fixtures

Vehicles
Vehicles
Vehicles
Vehicles
Veh 'les
Vehicles
Vehicles
Vehicles
Vehicles
Vehicles
Vehicles
Vehicles

S o 3

L

L

Particulars of assets

Laptop i7 Lenove
Laptop Core i5
HP Envy 15 Cora i7
Laptop

Laptop i7 HP
Laptop Core i5
Apple iPad
Apple iPad
Laptop Core i5
Laptop Core {7
Apple iPad
Apple iPad
Laptop Core i7
Laptep

Apple iPad
Laptop Cora i
Laptop

Laptop Core i3
Laptop i5

Deil Laptop
Various items
Apple iPhone
Apple iPhone
Apple iPhone
Apple iPhone
Mobile Set
Mobile Sei
Samsung Mobile
Apple iPhone
Black Berry
Black Berry
Black Berry
Apple iPhone
Apple iPhone
Apple iPhone
Apple iPhone
Samsung Mobile
Apple iPhone
Samsung Mobile
Black Berry Classic
Samsung Mobile
Black Berry
Black Berry

Various furniture items

Mecedes Benz E-200

Mecedes Benz E-200
Mercedes-Ben E-300

Mecedes Benz E-200

Honda Civic VTI

Toyata Coroila Altis

Toyata Corolia Altis

Honda Civic VT

Toyota Corolla 1.8 Grande Altis
Toyota Corolla 1.8 Grande Altis
Honda City Vario

SALE OF FIXED ASSETS TO RELATED PARTIESPARTICULARS OF ASSETS SOLD TO RELATED PARTIES

Mode of

|
disposal Particular of purchaser

As Per Policy Imran Zafar

As Per Policy Aly Mustansir

As Per Policy Mirza Zafar Baig,

As Per Policy Mian Ejaz Ahmad

As Per Policy Faaria Rehman Salahuddin
As Per Palicy Syed Ahmar Nizam

As Per Policy Saad-Ur-Rehman

As Per Policy Sajan Hamid Malik

As Per Policy Khurram Hussain

As Per Policy Bashir Sheikh

As Per Policy Riaz Hussain Hamdani

As Per Policy Faisal Farcoq Khan

As Per Policy Riaz Hussain Mamdani

As Per Policy Muhammad Shahab Khattak
As Per Policy Khurram Hussain

As Per Policy Ahmed Nauman Anees

As Per Policy Muhammad Munir Tarig

As Per Policy Mohamimad Rizwan Ul Haqg
As Per Policy Syed Nadeem Ahmed

As Per Policy Kazi Shahid Tanvir

As Per Policy Atif Bajwa {ex-CEQ)

As Per Policy Aly Mustansir

As Per Policy Mian Ejaz Ahmad

As Per Policy Bashir Sheikh

As Per Policy Khurram Hussain

As Per Policy Bashir Sheikh

As Per Policy Imran Zafar

As Per Policy lmran Zafar

As Per Policy Riaz Hussain Hamdani

As Per Policy Khurram Hussain

As Per Policy Khurram Hussain

As Per Policy Suhail Yaqoob Khan

As Per Policy Ahmed Nauman Anees

As Per Policy Syed Nadeem Ahrned

As Per Policy Kazi Shahid Tanvir

As Per Policy Muhammad Shahab Khattak
As Per Policy Muhammad Arif Karim

As Per Policy Syed Ahmar Nizam

As Per Policy Syed Furgan Ali

As Per Palicy Dr. Mushtaq

As Per Policy Mohammag Rizwan U| Hag
As Per Policy Ahmed Nauman Anees

As Per Policy Imran Zafar
As Per Policy Atif Bajwa (ex-CEQ)

As Per Policy Khawaja M Ahmad

As Per Policy Aasim Wajid Jawad

As Per Policy Mohib Hassan Khan

As Per Policy Muhammad Yahya Khan
As Per Policy Hafsa Abbasy

As Per Policy Shahzad Ishag

As Per Policy Tahir Khurshid

As Per Policy Sharif Khawar

As Per Policy Mohammad Maqgsood Ali Usmani

As Per Policy Riaz Hussain Hamdani

Cost Net book Sale price
value

180 83 93

185 - 18

170 51 60

144 40 43

123 80 102

112 8 12

103 - 10

103 - 10

100 - 10

100 - 10

99 3 10

g0 75 80

89 - 9

78 - 8

77 - 8

77 - 8

73 - 7

T3 - 7

71 20 23

1] 5 7

6,804 2,861 3419

75 - 8

75 61 &5

75 14 15

75 . 8

75 - 8

75 - 8

75 a0 38

74 . 7

63 - 8

53 - 5

51 - 5

50 - 5

50 - 5

50 42 45

50 20 23

50 - 5

50 - 5

50 7 g

45 - 4

40 - 4

31 . 3

29 . 3

10,187 3.410 4,238

2,485 1,683 1,625

13,773 9,311 10,232

13,760 8,727 9,600

13,097 4 476 4914

11,789 1,808 2,078

2,806 2,683 2,808

2,668 1,934 2,128

2,664 1,934 2,126

2,511 1,507 1.657

2,445 1,117 1,226

2,382 1,241 1,336

884 - B8

68,778 34,828 38,191

81,450 39,521 44,054

As Per Policy Amanullah A. Sattar



