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The Vision of Banklslami is to be recognized as the leading Authentic
Islamic Bank.

M @ o
1SS101N
The Mission of Banklslami is to create value for our stakeholders by offering
Authentic, Shariah Compliant and Technologically advanced products and
services. We differentiate ourselves through:
« Authenticity '

Innovation

Understanding our clients’ needs -
+ Commitment to excellence and -
« Fast, efficient and seamless delivery of solutions. — ":4—“——."---
As a growing institution, the foundation for our performanece lies on our human "_'—"E
capital and Banklslami remains commltted to becoming an-employer@l‘choase, :;, :
attractmg, nurturmg and developlng talent ina transparent and perfomfanc ——‘—,_:._;;‘g



Core Values

Banklslami is strongly commitied towards its core values of:
Product authenticity
Customer focus
Meritocracy
Integrity
Team work
Humility ==

Innovation




in perspective

From Dream Spreading Year of
to Reality our Wings Consolidation

Year of Birth The Beginning Year of Growth
& Rebranding



Convenience Globally First The Challenge
Redefined

Conquered Product From Strength Re-Vitalization
New Frontiers Innovation to Strength
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Corporate Information

Board of Directors

WAl Hussain Chairman

fAF AL Wohd Hussain Al Al Shamali

Wi Al Faza Siddigu

M Fawad Amaar

Mr Hasan & Bilgrami Chiat Exgcutive Officer
M Kamal Afsar

M Shabir Abmed Panderes

Sharla'h Supervisory Board

MLt [rshad Ahmad Aijaz Zhairman
ML MURammad Husain W em ber
ML Javed Ahmed M e ber
Aucit Committee

W Fawad Amwar Chairman
MroAl Hussain ® W erm bt
Mt Al Faza Siddigu M ember
M Shabir Abmed Panderee M em ber
Risk Management Committee

M AN WMohd Hussain Al Al Shamali Chairman
M Fawad Amaar M e bt
M Hazan A Bilgrami MW e bt
I.T. Committes

Mr Hazan & Biigrami Chairrman
M AL Hussain W erm bt
M Al Raza Siddigui M ember
Human Resource & Compensatlon Committee

M Shabir Ahmed Randeree Chairman
Wi Al Hussain M erm bt
M Al Faza Siddigu M ember
P AL Wohd Hussain Al Al Shamali M e ber
M Hasan & Bilgrami M e b et
M Kamal Afsar il erm ber

Executive Committee

W Al Hussain Chairman
M Al Raza Siddigui Ml erm et
M Al Mohd Hussain Al Al Shamali Il em ber
M Fawad Anwar M erm ber
ME Hasan A, Bllgrami Il erm ber
Mr Shabir Ahmed Bandares il erm ber
M & A Committee

Wt Fawad Anwar Chairman
M Al Mohd Hussain Al Al Shamali Il erm ber
ME Hasan A Bilgrami il e ket
Mr Shabir Ahmed Randeres I erm ber

* digE=an ated himselt mm hie Sommites incomplance o BFR CoCincuiar Mo.02 of 2045 daed May & 2045
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Investment/dis-Investment Committee
M Al Hussain

Mt Fawad Anwar

Mr Hasan A Bilgrami

Company Secrefary
M Mubammad Shoaikb

Auditors
A F Ferguson & Co.
Chartered Accountants

Legal Adviser
1- Faidermota & Co.
Barrister at Law

2- Mohsin Tayebaly & Go.

Chairman
Ml erm ber
Ml ermber

Corporate Legal Consultants / Barristers & Advocates

High Courts & Supreme Court

Management {In alphabetical order)
My Fakhir Ahmed

M1 Faroog Arwar

Mr Hagan & Bilgrami

Wir Kashif Misar

M1 K hawaja Ehrar Ul Hassan

mr Muhammad Faisal Shaikh

M Wuhammad Furgan

mr Mubammad Haris Munawar

M Mubammad Kamran Siddigui

M Rehan Shuja Zaidi

M Sadaruddin Pyar All

M Shamshad Ahmed

M Sobail Sikandar

M Sved Akbtar Alsaf

Wi Syed Arif Mehtab

M Syved Ata Hussain Jaffr

M Syed Muhammad Aamir Shamim
M Syed Mujtaba Hussain Kazmi

Registered Oftice

11th Floor, Exgcutive Tower,
Daolmen City, Marine Drive,
Block-4, Clifton,

Karachi,

Phone (82-211 111-247(BIP 111
Fax: (92-21) 35378573

Emall: info@bankislaml com. pk

Share Reglstrar

Technology Trade (Private) Limited
Dagia House, 241-C, Block-2,
PE.CH.S Off Shahra-e-Saidean,
Karachl,

Fhone: (92-21) 343870960-61

Faxo (92-211 34391318

Wahslte:
wia bankislami com. pk

Head Human Resources

Head Operations

Chief Exgcutive Officer

Head Shariah Compliance

Head Compliance & Legal

Head Shariah Advisory & Structuring
Head Credt administration

Head, Imvestment Banking

Head Service Quality & Phone Banking
Head Internal Audit

Head Administration & General Services
Head Trade Finance

Chief Financial offi car

Head, Risk Managemernt

Head, Branch Operations

Head, Information System

Head, Treasury & Financial Institutions
Head Gorporate Finance

Serving you, the Right way




. “’-’*Year of by

Ao . Gﬂncept paper of Eanklﬁﬁarm was praaented to the Fnunmng

3 . Spﬂnsc:rs- Randeree FE.I'T'lI|}|' and J mannglq’ digui & Com pan'g,r
s The Bank obtaineg No' Dbmctﬂ:n Gemﬂcata (NOG). from SBP -

& became a legal Eﬂtlt}f after, EEE:P granted it a-ﬁamf‘ n::ate of

Jncmpnratmn

kS



Banklslami

O T LIl

Dream, Sketch & Drive
- the Shariah Compliant Way

Banklslami's Islami Auto ljarah® offers you the convenience to get the car of your cheoice, the
Shariah compliant way.
The features of Islami Auto ljarah are:

* Low security deposit * N rantal till the delivery of vehicle
* No upfront Takaful (Islamic Insuranca) * Minimal processing charges

* Mo upfront registration charges * Mo upfront tracker charges

* Flexibility of choosing your own dealer

Sendng you, the Right way
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Mufti Irshad Ahmad Aijaz (Chairman, Shariah Supervisory Board)

Mufti Irshad Ahmad Aijaz is the Chairman of the Shariah Supervisory Board. He graduated from
Jamiat-ul-Uloom Islamiyyah, Binnori Town, Karachi and obtained his Shahadat-ul-Aalamia
(Masters in Arabic and Islamic Studies) from there. Afterward's , he completed his Takhassus fi
al-Iftaa (Specialization in Islamic Jurisprudence and Fatwa) from Jamia Dar-ul-Uloom, Karachi.

He has passed country’s first Islamic Finance course "Contemporary Business and Banking and
its critical evaluation in the light of Shariah" offered by the Centre for Islamic Economics, Jamia
Dar-ul-Uloom, Karachi, Pakistan, in 1994. He has also completed his MBA program from a
Leading private university in Karachi, Pakistan.

He currently holds advisory position in following Institutions:

Member, AAOIFI Shariah Standard Committee — Karachi

Chairman, Shariah Supervisory Board- Summit Bank Limited

Member, Shariah Board- Standard Chartered Bank (Pakistan) Lid.

Shariah Advisor of Fortune Islamic Financial Services

Shariah Advisor of Allied Rental Modaraba

Member, Shariah Committee of Barakah Group — Australia

Consultant, Shariah Review Bureau — Bahrain

Honorary Chairman, Shariah Supervisory Board of Wasil Foundation (Micro finance)

He regularly delivers lectures on Islamic Economics and Finance at different forums and
educational institutions including National Institute of Banking and Finance (State Bank of
Pakistan) and Centre of Islamic Economics (a division of Jamia Dar-ul-Uloom, Karachi).

Mufti Muhammad Husain Khaleel Khail (Member, Shariah Supervisory
Board)

Mufti Muhammad Husain is a prominent scholar in the field of Islamic jurisprudence. He has been
teaching Islamic studies including Figh and Fatwa for years. He has undertaken research work in
various topics including economic thoughts in Islam, financial markets, modern economic and
financial issues and Islamic banking and finance. He is also a member of Shariah Supervisory
Board of Halal Foundation, the first Shariah Certification and Research body in Pakistan. His
research works include Ushr obligation, Takaful on the basis of Wagqf, Shariah rules of wealth
earned through impermissible sources and rulings on status of juristic person in Islam. He has
authored several articles and issued verdicts (Fatwas) on various issues. He is associated with
Jamia-tur-Rasheed, Karachi as a senior Mufti in Darul Iftaa and lecturer in department of Fighul
Muaamlaat.

Mufti Javed Ahmad (Resident Shariah Board Member)

Mufti Javed Ahmad has completed his Shahadat-ul-Alamia (Masters in Arabic and Islamic
Studies) from Jamia Dar-ul-Uloom, Karachi, and Takhassus fi Figh-el-Muamlat (Specialization in
Islamic Jurisprudence of trade and finance) from Jamia-tur-Rasheed, Karachi. He is also a
Certified Shariah Advisor and Auditor (CSAA) from AAOIFI, Bahrain and Chartered Islamic
Finance Professional (CIFP) from INCEIF, Malaysia. He has completed M.A. Economics from
Karachi University. He has undertaken research work in numerous topics including Islamic
Banking and Finance. Prior to joining Banklslami, he was associated with Ernst & Young Ford
Rhodes Sidat Hyder as 'Senior Shariah Consultant’ where he was engaged in Shariah Advisory,
Shariah Review, Shariah Audit and Compliance activities for more than four years.
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Statement of Value Added

Value Acdded
Met Spread earned
Other income

Operating expenses excluding staff cost, depreciation,

amortization, donations and WwWF
Provision against advances, investments & others

Value added avallable for distribution
Distributlon of value added

To employees
Remuneration, provident fund and other benefits

To government
Worler welfare fund

[ncome tax

To Soclety
Conations

To Shareholders
Depreciation

Amortisation
Retained during the year

2015 2014
-------- Rupees in million --—-——---
3,715 3,353
a7 B3z
(2,320 (1,812)
452 (4m
2,447 2,333
2,182 1,600
- g
(78] 156
(76} 165
s07 330
a0 15
(198) 314
241 659
2,447 2,333

Serving you, the Right way




Six Years' Financial Summary 2010-2015
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Notice of Annual General Meeting

Motice is hereby given that the 12th Annual General Meeting of the Members of Bankislami
Fakistan Limited will be hald Inshallah onWedneasday, June 29, 2016 at 12:00 noon at DHA Golf
Club, Zulfigar Strest #1, Phase VI, DH.A Karachi-75500, to transact the following business:

ORDINARY BUSINESS
1- To confirm minutas of the 11th Annual General Meeating hald on March 30, 2015,

2. Torecave, consider and adopt the Annual Audited Accourts of the Bank and Consolidated
Audited Accounts of the Bank for the vear ended December 31, 2015 together with the
Auditors; and Directors, Reports thereon,

3-  To appoint Auditors of the Bank for the vear ending December 31, 2016 and to fix their
remunetation. Ernst & Young Ford Rhodes Sidat Hyder, Chartered Accountants offer
themselves for appoirtment as auditors for the year ending December 31, 2018,

SPECIAL BUSINESS

4-  To approve remuneration to non-executive Directors / Chairman of the Bank as required
under Prudential Regulations for Corporate / Commercial Banking issued by the State
Bank of Pakistan.

ANY OTHER BUSINESS
&-  Totransact any other business with the permission of Chair.

By Order of the Board

Muhammad Shoalb

Company Secretary
Karachi: June 8, 20185

Serving you, the Right way




MNotes:

1 The Members' Register will remain closed from June 24, 2016 to June 30, 2016 (both days
inclusive).

2 A merber eligible to attend and vote at this meeting may appoint ancther member as proxy
to attend and vote in the meeting Proxies in order to be effective must be recaived at the
registered office not less than 48 hours before the holding of the meeting.

3 Anindividual beneficial owner of the Central Depository Company, entitled to vote at this
meeting must bring hisfher Computerized National |dertity Card with him/her to prove
hisfher identity, and in case of proxy must enclose an attested copy of hisiher
Computerized National |dentity Card. Representatives of corporate members should bring
the Usual documents required far such purposes.

4 Members are requested to promptly notity Share Registrar, Mis. Technology Trade (Put.)
Ltd, Dagia House, 241-C, PECHS Society, Karachi, of any change in their address,

& 1In pursuance with the Securities and Exchange Commission of Pakistan ("SECP")
Matification Mo SRCE31 (112012 of Juby 5th, 2012 in suppression of earlier natification Mo,
SRO YT (102011 of August 18, 2011, SECP directed all listed companies to mention
Computetized National |dentity Card (CNIC) / NTH numbers of the registered members on
the dividend warrant. The Shareholders having physical shares are once again requested
to Immediately send a copy of their valid Computerised MNational Identity Card (C.N.1.C) to
our Registrar Office, MS. Technology Trade (PWT) Ltd. Dagia House, 241-C, Blook-2,
PE.CHS, Off Shahrah-E-Quaideen, Karachi for printingfinsertion on dividend warrants.
In case of nonteceipts of copy of valid GG (Unless it has been provided earlier) and
non-compliance of the above requirement the company will be constrained to withhold
dispatch of dividend warrants to such shareholders as per S E.C.P SRO and directives.
The corporate entities has also advised to submit the NTH number to the above given
address.

STATEMENT UNDER SECTION 160 OF THE COMPANIES ORDINANCE, 1924

This statement set out the material facts concerning the resolution contained in the Notice
pertaining to the special business to be transacted at the Annual General Meeting of the Bank to
be held on June 29, 2016

To approve remuneration to non-executlve Directors / Chalrman of the Bank as required
under Prudential Regulations for Corporate / Commerclal Banking Issued by the State
Bank of Paklstan.

Board in its meeting held on May 28, 2015 discussed to increase annual remuneration of
Chairman and Non-Executive Ditectors. For Chairman from Rs 800,000/~ pa (Rupees: Six
hundred thousand only) to Rs. 1,300,000/~ pa (Rupees: One million three hundred thousand
only) and for non-Executive Director from Rs. 3000004~ pa. (Rupees Three hundred thousand
only) to As. 600,000/ p.a (Rupees: Six hundred thousand only). As per Prudential Regulations
the scale of remunerations for the chairman and director(s) is subject to shareholders approval in
the Annual General Meeting The remuneration of the chairmanidirector{s) is being
recommended to compensate them adequately for their greater time commitment and legal
exposure with regard to participate in Bank's Board / committee meetings.

Anrual Raport 2015 ‘?




Directors Report

Diggy Shareholders,

On behalf of the Board, T would like to present the twelfth Armual Report of Bankislami
Pakistan Limited (‘the Bank or 'BIFL’ or ‘Bankislami’) for the year ended December 31,
2015. The following ate the key Anancisl Mghlights:

Dec-1s | Decls | Growth (%)

rermemsesememereser RATpEES try mTTON. ...
Total Deposits 153,058 90,331 69.4%
Total Assets 174,130 101,984 70.7%
Total Financing and related assets-net 69,576 41,097 69.3%
Total Investments 35,836 30,655 17.1%
Sharcholder's Equity 11,189 6,867 629%
Profit After Tax (196) al4 -162.5%
Banic Earmningg/(losa) per share - rupees (0.24) n.sa -1422%
Branches network- Number a7 201 57.7%

2015 has been a tough yet eventful year for Banklslami, we would like to share the
adhievements and challengea faced by the Bank bn Ghis wear with vou.

The Bank completed the proceas of capital imjection this year with a rights issue of Ra. 4,32
billion and it becams fully MCR complant, The Equity of the Bank now stands af Rs, 112
hillion with & Capltal Adequacy Ratlo ("CAR) of 12.26%. This gives the Bank abillly to
fully leverage its strengths and explore untapped opportunities that edasts in the financial
industry a5 a whole and Banking industry in particular,

The most notewaorthy challenge faced by the Bank during the year was the amalgamation
of the defunct KASB Bank with and into Banklelami. In view of defunct KASH Bank's
wesk solvency position, non-compliance of MCR requirement, negative CAR end
corparate govemance lsmues, the Federal Government on the advice of State Bank of
Pakistan ('SBP’) amalgamated the defunct KASB Bank under a Scheme of Amalgamation
a8 per the Section 47 of the Banking Companies Ordinance, 1962 with and into BankIslami
Pakistan Timited on May 7, 2015.

We are happy to report that as of December 31, 2015, most of the conventional Banking
portfolio of e defunct KASH Bank stood converted into Sharish compliant modes, The
sucressful oonwersion of a comventional Bank into Tdamic modes in sach a short Hme is an
achievement. A comprehensive plan was mstituted under the guidence of the Sharish
Bourd snd in consultation with the Islamic Banking deparbment of State Bank. The re-
alignment of operations, re-branding, integration & rencvetion of branches and raining of
human resources were successfully executed. This induded specialized traming of 952
emplovees on Islarmic Banking, revival of depository relationships, objective assesament &
conversion of fnerwlng & hovestonent portfollo and recovery of bad loans inherted fnom,
defimct KASB Bank. This conversion, which is probably the Isrgest undertaken in Pakistan
was a great achievement for the Bank.
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Banklslami successfully honered the ttust of depositors and the public in the Banking
sector and paid Ra. 24.9 billion to the depostior of defunct KASE Bank during the year.
The Bank had to engage it own resources o ensure the smooth functioning of the system
and hoawe all the withdrawals, MShaAllah, pgoing forward Bankslami will be a

beneficlary of the trust it has gained by thia service.

Entense efforts had to be made to put the inherited operations from defunct KASH in order
which resulied in the Bank posting an operating loss of Ra, 2724 mdlbien fox the year in
comperison to profit of Rs. 469.7 million last year. The Bank also corried out public
relations outreach to give confidence to iw business partneTs, customers and shareholders
in the Bank.

The finemcial rumbers presented in this Anmaal Report provide a consolidated picture of
the smalgarmated Bank with all hecessary disclosures,

deposit sixe of Bankislami grew by 70.7% and 694% respectively outpacing the Islamic
Banking industey’s growth of 27.1% and 29.4% respectively, Banklslomi cemented s
position as the 2nd largest Talamic Banking player in the industry by capturing 10.9%
ghare of total Islamic industry’s assets and 11.1% share of the total Islomic industry’s
deposits.

BankIslami 15 now MaShaAllah the 11% largest Banking network with 17 branches in 93
cities of the country. The network expansion exercise will contimse in the year 20156, We
expect the benefits of economies of scale will start acomabng of the Bank from the second
half of 2016 TnShaAllah.

A full revieie of the operaiing performance s comlained fn the Management Discussion and
Analysis Section.

The Custoaner base of Banklslami at the end of year 2015 grew to 532388 relaticmslaps
from 322,220 last year, a growth of 65.2%. Duriog the year, Benkilakond launched ‘Islam
Asagn’ deposit acconmt and developed ‘Isfimi Runming Musharakah' product to cater to the
finamcial needs of its Customers, It also rendered Sharish Advisory Services to Alfalah
GHP Investment Management Limited for its Islamic Income Pund, Islamic Bquity Fund
and Tslamic Prosperity Planning Fund.

BankIslamd also completed in thds year, ¥s alignment with the requirersenits of the Sharlah
Governance Framework which was implementad for Islamic Banking Instltutions by SBP.
We also enhanced our global correspondent Banking network and credit lines to support
the trade business. As many as 32 new relationships were established on demand of
buginess units & branches meeting strict infernational complance requirements.

On the Techmology front, core Banking migration is always considered a complex and
time-cornsuming project. Alhamdulillah, Banklslami was able to migrate from MiSys {ooe
Banking epplication in use of to defunct KASB Bank) to IMAL within 5 months smaothly.
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In 2015, BankIslami also upgraded its Core Banking Solution - iMAL to its latest version
and at the same time the database was upgraded to Sybase 15.7, The Bank sticoessfully
implemented an ATM freud monitoring sohation end also upgraded Zimbra emafl
enterprise solution. The soft lamch of cash management sclution alse took place during
the year amd the state of the art Human Besource Management System was also acquized
by the Bank and 1is modulea were successfully implemented.

A total of 1,569 employees joined the Bank in the year. Two tmainee batches of 53 fresh
graduates fren rerwrwned Business schools of Paklstan were also recrubied. A total of 218
training sesslons were comducted in which 6,402 employees recelved trainings in the areas
of Islamic Banking, Branch Operations, Comphance, Core Banking Systemn, Customer
Sexvios ey, In additon, 156 advanced level product related {ralning sesslons wess
conducted for Corporate and Trede Finance products.

An independent Customer satisfaction mmrvey was conducted which covered aspects of
branch mmmagement attitude and aptitude, branch smbiance and service deliverable.
According to the swevey, majority of the respondents were  ‘satisfied’ o very
satisfled’ with the level of service provided by Banklslami.

The Bank has always championad to provide service excellence o its valued customer.
The Bank has 59 Intemal Service Measures (‘ISM”) in oxder to contimnemusly enhance the
service quallty of the Bank. Strong monitoring and continuemiss follow up of these ISM hes
led to comstant Improvement in ell the areas of customer services. In 2015, %6% of the
cheque books requests were processed within the standard Turnarcund Time (TAT) of 2
working daya. %1% of the Accourdt Openitig Forma were processed within the TAT of 1
working day. The success ratio of ATM trensactions was 99% for BIPL customers. 90% of
the LUtility bills were processed within 5 minutes. Purther, 95% of the customers who
visited our branches for the pay arder wers served within 15 mdnutes, The results displays
the Bank's commitment towerds providing the best of dess services to it customers,
(Going forward, the Bank has intentions of positioning itself a8 a leader an far as service
quality is concerned.

Complaints lodged to costomer ratio was only 2.51% in 2015 in comparison to 3.15% in
2014. 94% of the complaints were resolved within the TAT as per intemal Service Level
Apreement ("SLAY) which ig alresdy quite stringent In comparison to SBP regulations and
Industry practices.

Alhamdulillsh, the Bank is fully geared towards combating the challenges that may come
its way in future, For the year 2006 and caowards, the Bank is firmly focused to increase its
ekt shure and strengthen e positlon as the 2nd Lagest Islamic Banking operation in
Pakistan, The Bank has recently set up tnvesiment Banking, apriculture finarcing & SME
Banking departments to glve apeclal focus an these areag. Our afm I to make Banklalami
ane of the top 10 Banks in Pakistan by end of year 2020 in terma of network, assets,
depoyits and ROE. InShaAllsh,

Corporate and Financlel Reporting Framework
The Board of Directors is fully cognizant of its responsibility under the Code of Corporate
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Governarwe issued by the Securifies and Exchange Commission of Pakistan and adopted
by the State Bank of Pakistan, The following statemmetds are a manifestation of itz
commitment towards high standards of Corpomste Governemee and condimuous

1-

2.
i

The financial statements prepared by the Management of the Bank present fairly its
state of affairs, the resulis of 1ts operations, cash Aow and changes in equity.

Proper books of acoount of the Bank have been maintained.

Appropriate accounting policies have been corwistently applied in preparation of
financial statements and accounting estimates are bassd on reascable and prudent
judgment

International Finsncisl Reporting Standerds, as applicable in Pakiztan have been
followed in the preparation of Gnancal statements and any depsature there from has
been adequetely disdosed and explained.

The systemn of internal control is sound In design and has been effectively implemented
and mondtored.

There are no doubis upon the Bank's ability to continue g8 a golng concern.

There has been no material departure from the best practices of Corporate Governance
as detailed in the Esting regulations.

The value of investmenis of the Bank's Provident Fund end pgratuity fund besed on un-
sudited accounta at December 31, 2015 amountad to Re.446.35 milion and Ra 210987
million regpectively.

The purchase and sale of shares by the Directors and the Chief Executive during the

year Is glven in enclosed annexune.

Complisnce with Code of Corporate Govenhatice

The requiremenis of the Code of Corporate Governance set out by Pakistan Stock
Exchange in its listing regulations relevant for the year ended December 31, 2015 have
been adopted by the Bank and have been duly complied with. A statement to this effect is
armwexed with the report.

Risk Management

Comumittees related to the menagemnent of risks ut Banklaland form. the main layer of the
risk management framewoerk; the inflow and outflow of Wmformation is through the
dedicated 7isk management unit. The Heads of Credit, Risk mansgement, Operations,
Finarwe, Treasury and other related functions review the critical risk aress of operational,
credit and market rigk as well as other rigks being faced by the Bank, slong with the
magnitide of their impact and likelihood of occurrence.

Banklglami percelves the management of rak nat to be limiled to a department or a
function, but rather a part of daily business routine. Ideas and decisions are largely based
om the risk and reward trade-off sume of the ideas which never see the light of the day are
usuelly the ones which have been shelved due to an unacreptable Hak lewel. The rlsks
when fdentified and analyzed are further welghed against the appHcable risk welghta end
its impact reviewed on a periodic basis. This pro-active approach helps in outlning the
Bank's risk tolerance level vis-i-vis it's dsk appetite in relation to its sze, current position
and market standing, with a vlew to refine procesaes, aomirols and guidelines to not only
mitigate, but also o effectively manage risks.
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Credit Rating

The Pakistan Credit Rating Agency Litmited {PACRA) upgraded the long-term ettty
rating of BankIslamd bo "A+" on Aprll 24, 2015. The shori-term rating of the Bank waa
maintained at “A1",

Pattern of Sharcholding
The Pattern of shareholding as at December 31, 2015 is armexed with the report.

Auditors

The present sudliors M/fs AF. Ferguson & Company, Chartered Accountants, retive. Aa
required under the Code of Corporate Governance, the Aundit Committes has
recommended the appeintment of Brnst & Young Ford Rhodes Sidat Hyder, Chartered
Accountanta as auditors for the year ending December 31, 2016.

Avknowledgmenta

The Board would like to place on rexord ita deep appreclation for the State Bank of
Pakistan for all the assistence and guidance. It would also like to thank the Securities and
Exchange Commission of Pakistan and other regulstory authoxities for their support to us.
Moreover, it would Hke to show cur gratitude to our valued customers, business pariners
and shareholders for thelr continied patronage and trust especlally during the continuoes
transaction. We would also like to especially acknowledge the dedication, commitment
and hard work put in by our management ieam and staff members that has enablad
BankIslami to miccenafislly achieve its goaln.

On behalf of the Board,

W-‘
Hasan A Bilgrami
Chief Executive Officer
R 04, 2016




Annexure to Directors' Report
The purchase and sale of shares by Directors and Chigf Executive Officer during the vear are

givien below:
MName Deslgnation | No.of Shares Shares No. of Shares
asatJan.01, | subscribed |asat Dec. 31,
2015 during the Year 2015
Wy Al Hussain Chalrman 481508 683 [ 110,807 809 [ 158 067 492
Wy Al Raza Siddigui Dirgctor 5453 4,081 9 544
WY Fawad Armaar Dirgctor 1,000 750 1,750
Mr. Hasan A, Bilgrami CED 536,808 402 795 930 697
Mr. Shabir Ahmed Randerae | Director 56 6582 527 42 441,111 99 023 838
M Kamal Afsar Director 1,000 1,000
Aftendance of Board of Directors for the Year 2015:
Director Name Total Attended Leave of Absence
mr Al Hussain B B
My Al Baza Siddigui B B
Mir Al Mohd Hussain All AL Shamali B 5 1
Mr Fawad Anwar 5 B
Mr Hazan A Bilgrami B B
M Kamal Afsar & & 1
Wr Shabir Ahmed Randaeree B 5 1
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Annexure to Directors' Report

Attendlance of members of Board Committees for the Year 2015:
Audit Comm litee

Name Total Attended Leave of Absence
M Fawad Anwar 3 5| ]
B Al Hussain 3 2 1
M Al Raza Siddiqul 3 5| ]
M Shabir Ahmed Randeres 3 1 2

*disazanciatad nimsalt fom he Sommitee in cormpliance 10 BRRDGimuar Mo, 02 of 2045 dated May &, 2045

Risk Management Committee

Name Total Attended Leave of Absence
M Al Mobd Hussain AlAl Shamali 1 1 i
M Fawad Arnwar 1 1 i
M Hasan A Bilarami 1 0 1

Human Resource & Compensation Committee

Name Total Attended Leave of Absence
Mr Shabir Ahmed Randeres 2 g o
M Al Hussain 2 2 il
Mr oAl Raza Siddigu 2 2 il
M Al Mohd Hussain Al Al Sharall 2 1 1
M Hasan A Bilararmi 2 2 il

Mr Kamal Afsar 2 0 2




= From
= Dream to Reality

The then SBEP Governor, Dr. Ishrat Hussain issued an Islamic
Banking license to Bankislami. Dubai Bank became the
Founding shareholder of Banklslami by taking equity stake In it,
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Tradition of Saving with Innovation
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= Nationwide network of 317 branches = [nternet Banking facility
in 93 cities
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Management Discussion and Analysis

BUSINESS ENVIRONMENT™:

The year 2015 budlt upon the imprevements Ih macroeconomic indicators of 2014,
Improving law and erder situation, low inflation due bo record Low international
oll prices and relathve political stability gave positive stiomidas fo boast the
business environment of the country. The ollowlng gives a brlef synopsis of the
business envitonment it the year 2005,

Gross Domestie Product:

Pakistan’s econcmymanaged to grow by 42% In FY15 compared fo 40% in
FY14. a 2Tbasls podnts Increase on vear on year basis, However, 1t fell sheert of the
budgebed target of 51% for the year, For the period FY08-13, the GDP growth
had sveraged under 4.0%, so an lmprovement upon the average shows positive
signs, However, Pakistan st strugeles to sustain the growth momerdom dize bo
structurel bottlenecks that contloue to hinder 1t to echieve Its potential,

H Real S0P Groth (3]

111
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-

GOP Growih Bats Trend (%)

1 All scornuennde duda, unless athervise stated, are taken from warous reporis of the Stabe Bank of
Pakistan.
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The agricultural sector grew by 29% in FY15 versun 2.7% in FY14, an increase
despite unfevorable weather patterns and climetic changes, Industrlal sector
growth remained low in comparison to last year, 4 growth of only 3.6%
compared to 4.6% in FY14 due to lower growth In Largs Scale Mamuifacturing
(LSM") sector and electddty getweration; however, the activities in construction
end mindhg arel quareylng remalned buoyant, Services sector grew by 49% In
FYL5 versus 44% in FY14, Hs growth performance was brosd based as all
compeenents of services contelbubed posltively in growth, Por Y16, the fargebed
GDP growth is 5.5%.

LargeScaleMarmfacturing ('LSM') showed a growth of 3.3% in FY15 against the
4.1% in FY14. L5M performance remaited low as compated o Last year becase
of lower production In a number of Industries includng sugar, food, beverages
e tobaoco and paper & board sectorsdue to persisterd enerpy shortage and weak
external demand.

Inflation:

ConsunerPrice Index (CFIY, a measure fo gauge inflation, followed a
downward trajectory in 2015 on the back of lower commodity prices drdven by
Lowr ol prdoes and food prices. It was 32% o year-on-yveut basis In Decetober
215 compared to £3% in the corresponding menth of last year, State Bank
estimates inflation to remain between 3.5% and 4.5% in FY16. Subdued uptick in
CPL 18 witnessed In the cuerent flscal year ghving indlcations that downwand
frernd it CPI has bottormed out,

Forex Keserven

The forelgn exchange reserves achieved a record high level of USS20.6B at end
December 2015 campared tp US$15.3B in Derember 2014. This level is equivalent
to 5 months of country’s impart bill and achieved on the back of finds received
from TFI loans Hke TMF, Warld Bank & ADB, Furobond issuance, coalition
suppart fimd receipts end oommercial berrowings. Keeping in view the FX
reserve balance, the amount of debt servicing of TIS$5.5B due In CY2016 does not
raise much concern. It is expected that continuation of FX nflows would deter
the dent due to debt repayments.
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Foreign Remittances:

Worker remidttances continze to show growing trend but in tapered manner. The
workers remibtbed USE192B in CYIS displuying a growth of around 11.8% but
Iesa then the growth rate of 17.0% i CY14, Slow global economic recovery of
advanced economies has tupered the inflows fom US & EU Courdries,
Remittancesfromthe Middle Bast, which includes KSA, UAE & Cther GCC
countries, account for 85%oftotalremittarcewas the main condributor to overall
growth in home remittances but the reglon fces slowdown due to lowered oll
prices gudng Forvward which might tpact the inflows of remdttances,

B 2013 m 2014 = 2015

Jn Feb Mar Apr May Jun Jul Aug Sp Oct Nov Dec
Ramditunes Inflows Teend

US$inM

BEBEE

-28883

UB$ Pak Rupee parity:

The rupee depreclated by 4.31% ageinst the US doller in the inter-bank market to
Ra.104.A/USS on December 31, 2015 from Rs.100.37/USS on December 31, 2014

The depreciation in 2015 was due to (1) 2.4% deprecistion on 24 Angust 2015 n
conorrenice with global currency rout and famously referred to s Black
Monday, end (2} a -1% drop at the end of October 2015 which was due to heavy
debt and cil payments and lack of SBP intervention. However, it remalned range
bound from then onwards.
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Forelgn Direct Investment:

The net Foreign Direct Investment (FDT) was US$ 979.4 million in CY15 in
oomperison with US$ 18659 million In CY14, a dedline of 47.5%. External
oonditions such an weakening global economy along with internal conditiona
much es energy shortage and weak infrasbructure and imcertein seoority
conditions contributed in pushing the FDI down. The sactors which attracted FDI
were Power (52%), oll & gos exploration businesa(31%), beverages (12%) end
finsncial services (10%). Largest contributor to the FDI was China with 50.7%
shere (US$ 496.9 million), followed by the UAE with 20.4% share (US§ 200
million) and HongKong with 15.9% share (US4 156.1 million).

This major share in FDI from China is expected to dse fuxther in view of the
China FPakisten Economic Corridor ('CPECT), & collection of projects having total
invesiment of USE 46 billlon from China, intended & upgrade and expand
Pakigtan’s infrastruchure that includes the constroction of highways,
raflwaya fngtural pas and oll pipelines efe. over the next six years, CPEC is 2
crucizl part of & much bigger regional mitiative led by China, known a8 “One Belt,
One Reoad’ (OBOR) or New Silk Road Economic Development Corridor’ worth
US$ 900 hillien. Owver 20 countries are involved in this grand and ambitious
project. This inttative is considered as an antidote for all structural constraints of
Pakistan and has provided optimism for the future of Pakistan.
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Monstary palicy:

In 2015, 5BP brought down the benchmark interest rate by 300 basis points. From
9.5% at the start of 2015, the discount {or celling) rate fell down to 65% by year
end while the newly introduced target rate or policy mte in May 2015 stood at
mate to ‘historically’ low level of 6% since Augnst 1973. The lagged impact of
aggressive monetary eaming from November 2014 onwards in slowly
beingtranslated in picknp of bank credit to private sector in FY16. The sharp
increase of currency in crculation and bottoming out of mflation and rise W
ourrent account deficit indicate that there might be upward revision in interest
rates towards the end of 2016,
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Stock maricek:

KSE-100 index petfortmance in 2005 was marred by oy fundamental and non-
fundamental hicoups such as anti-corruption aadkdown on major stockbrokers,
rew broker regulations andforedgn Investors sell-off from emerging arkets,
This restricted the index In extending its last 3-year streak of strong retums into
2015 The KSE-100 index, dosed the year at 3281631 paints from 32,131.28, a mere
increase of 2.1% on year on year basis. The KSE-100 peak foxr the year was
36,228.88 achieved o Augrust 6, 2005, Howeves, on August 24, 2015 due to mugor
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global equity markets sell off, the stock market having for long been Insulated
from developments In global equity markets, took the tumble. The KSE lost
ready 3% dudng the month of August or L6849 points. Volumes also
gradually dried up since the index touched its high In August 2015, The months
of September and November also saw beardsh murket trends with KSE losing
72% or 249136 points and 59% or 201557 pointsln these months due o
ncessant foreign portiolie investment citflow, uncertainty assoclated with new

regulaticne for brokers, and comruptlon probe welghted on the Investors’
setytment.

FutnreOmHoolc

Pakistan has regained most of its lost macroeconomic stability in the past two
yeats, thanks to nascent progress on struchural reforms, FXreserves building,
expected to give much-needed impetus to industrial growthand bereasing
private sector credit demard Moreover, implementation of infrastructure
prcjects planned under the CPEC and addressing struchural lssues especially
related to energy and law and orderare expectsd to provide impetus for growth.
A major cunk of CFEC are towards energy projects, (US$ 34,4 billion out of a
total US$ 45 bilion). As these energy projects go on stream, they will have a
multiplier effect on the Fakistan ecomomyln this backdrop, the Paldstan
economy is therefore expected to maintain the growth momentum achieved in
the last 2 years o 2016 as well.

ISLAMIC BANKING:

The Islamic Banking Industry congists of 22 players. During 2015, two major
acquired HSBC Oman’s (S.A.0.G) Pakistani branches and Banklslami acquired
operations of KASB Bank and converted these conventional Banks into Shariah
complaint cperations. Moreover, MCB Bank oomverted its Islamic Banking
windows operation into a wholly-owned subsidiary MCB Islamic Bank Limited®.
At present, [slamic Banking industry has 11.5% share in aseets arl 13.4% share in
deposits of the overall Banking industry, The Islamic Banking network has dlso
spread all across the countty at a slpndficant pace with the todal number of
braudees exceeding 2,030 in more than 150 Cites of Pakistan,

2 Source: Talamle Banking: Bulletin of State Hank of Pakistan s of Dec 2015,
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The SBF vislon koo Islamic Banking is to take the current 13% madket share of
Ielemic depositsto 20% by 2020, To supparet the future growth of quality human
resources, In this year, SBY established three Cenders of Excellensce it Islasrde
Floanee education at well renowned educational Instituticns induding Enatitute
of Business Admirdstration (‘IBA"Y, Karachi, Labwere Urdversity of Management
Sclenwes "LUMY), Lahore and Institute of Managemsent Sclences (TM Sclences”),
Peshawar,

Furthermere, in 2015, in order to facilitate [slamic Banking industry in their
Hquidity management, GoP Hera Sukuk ("GIS’) was issued by the SBP at the end
of Decemnber amoemiting to neardy Rs.118 billen. This mopped a porbion of the

surplus liquidity penerated from metority of five GIS amounting to Rs. 233
billion in November. As a first step towards long and sustained development of

companies was launched i Pakisten Stock Exchange and regulations for
issuanice of sukuk were also issued by SECP this year.
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STAND ALONE FINANCTAL ANALYEIS
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Financlal Position
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The Assets of the Bank grew by 70.7% vertsus 17.4% in the previvus year. In

comparison the Assets of Banking Industry and Islamde Banking secke In
partloular prew by 17.1% and 27.1% respectively. BankIslumd, in terims of assets,
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hwodds 1.3% share of Bankdng Industry and 10.9% share of Islamic Banking sector,

The Deposits of the Benk feached Rs.153.15 after amalgamation, This 1s after
peyment of Rs.24.9 bllllon made to the depositors of defurnct KASB Bank,

Growth in Deposits was 69.5%, while the growth in Currend & Saving (CASA)
depasits was 854% in comparison to 35.5% last vear, The composltion of CASA
deposits as percentage of tedal deposits also Improwed In this year from 61.0% to
66.7%.

Due fromn Finaredal Enetiutons grew by 1195% which incdude Cormodily
Murabaha transactions that grew by 439%. On the other hand, Investosendts, grew
by only 17.1% pa five GoP Hareh Sulcuk ("GIS) matured during the end of the
year amountng to Ra.19 billon which lead to suephis Bquidity which was re-
deploved in Bal Muajjel. Bal Muafjal trensactions with SEP prew by 113.5% to Ra.
22.9 billlen by the end of the year. Invesiments also contaln an amount of Bs. 1.7
billion which fs edded to BanklIslami’s balance sheet dise to acquisition of defunct
KASE Bank based on provislonal falr values,

Cperating Pixed Assets grew by 66.6% on the back of smalgamation of 104
branches of Defunct KASBE Into Banklglami brench network along with re-
location of 56 branches end construction of new office for back office support
functione in Karachi.

Deferred Tex Asset on a campany's balence sheet may be used o adjust apainat
taxable income in the future. An amount of Ra. 6.0 Billon s recognized based on
proviglonal falr value exerclse. This emcunt inchades tax lasses of Rs. 4.5 billion
of defimnct KASE Bank based on provislonal falr values.

Other Assets grew on the back of Goodwill amount of Es2.88 recorded om
account of emalgametion of defunct KASB Banlk.

The Bank's equity also incressed as the exercise of Hs righis lseue of Ra 432
billion wae conchuded in the first half of the year end the Bank became MUR

compliant.
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Operating ResultsData:
The following table sets forth, for the periods indicated, the Operating Results

Table B

Operating Resulls Data
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with lack of svenues to deploy surplus hiquidity to sarn Shariah compliant
rehamne, these earnings on assets can be consldered satisfactory.

The Profit Expensed grew by only 14.8% compared to 17.7% last year. This
expense was contsined despite 69.5% growth in deposits as the Bank tilted the
composition bywards CASA accounts and off loaded expenslve deposits. The
drop in cost of deposits by 351bpa also supported to restrain this rumber.

The record dedline in Discount Rate by 300bps in the year impacted the yields
earned on earning assets by the Bank remlting in the decline of groas spreads to
42 1%, a decreane of B7bps compared to last year.
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Operatitg Income increased by only 7.5%, while Operating Expenses increased
by 45.0%. This jump in expenscs ls mainly atzibuted to costs bomne die o
amalpamations of defunct KASE Bank, These incresse in expenses include
expenses Incurred for re-allpnment of operations, mebranding, intepration &
renovation of branches and teaining of himaen resources,

Cther Incoame declined by 9.8% desplie increase of 5.3% I Fee, Comumiseion &
Brokerage Income.

Net reversal In provislondng against finencing was recorded as Rs. 639 milllon,
This largely inchades recoveries against the Bad debts made by the Bank's
management through Hs hard work and best efforts,

The Bank reported Loss Affer Tax of Ra, 1% millicn this year against a profit of
Ra. 314 millicn Iast year. The management ls employing stretegles und taking
steps to get the best cut of the amelgamation of defunct KASH Bank,

Key Flnancial Ratios:
The: following table sets forth, for the perlods indicated, the Key Finpncial Ratios:

Table C
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The Cost to Income ratlo jumped sbove 100%, because of
wiminigtrattve expenses due to emalgamation which could not be adfusted
againgt income of the quaraniined conventonal operations. The BVPS, EPS,
retum on gverage assels and average equity also fell becuuse of absorptlon of
operating losa of amalgamated entity.

Net Profit Earned and Spread Analywis;
The following table sets forth, for the periods indicated, the Net Profit Earned and

Spread Analysis

:
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Table D
Met Proiit Eamed and Spread Analyals
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There was valumetrie growth of 41.5% in Average Profit Eaming Assets but due
to massive dedine n discount rate the Yield on Profit Eamning Asssts dropped.
The Profit Expensed grew by 14.8% on back of 45.1% increase in Average Cost
Bearing Liabilities. The growth in Average Profit Bearing Liabilities (45.1%) was
mare than the increase in Average Profit Eaming Assets (41.5%) simultanemasly
the decline n Cost on Profit Bearing Linbilities (24.5%) was less than Yield on
Profit Eaming Assets (31.0%). The resson of these gaps was decrease in spread
by 37.9%.

Yields, Coat, Spresds and Margins
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The Yield on Profit Eeming Assets decreased on account of decline in all
segments, Yield on Investment portiolio decreased by 45.9% elong with 11.57%
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decline in yleld of financing portfolio, The Cost of Profit Bearing Lilabilities also
reduced by 245% due to improved Habilitles midx and decline in cost but 1t could
not offset the dedine in yields, All this resulted in decline in Net Spread Margin
by 21.7%.

Awerage Earning Acsets and Liabilitles:
The following tuble sets forth, for the perlods indicated, further analysis of
Average Earning Asvels and Linbiliftles:

Table F
Average Famning Assels and Llabilitles®
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Majority of the Eaming Aseets were deployed as Financing {46.6%) followed by
Investments {28%) and Due from Financial Institution {24.4%).

Around 78.7% of the invesiment portfolic of Banklslami was placed m
Government backed instruments. The Investment portfolic took a hit as 5
Government backed instruments i.e GoF Farah Sukuk matured at the end of the
year pushing the yield of the portfolio down. The surplus liguidity was largely
placed with SEP through Bal Muajjal placements of Re22B also showing In
Financial Institutions thoough Commedity Murababe,

The growth In Average Profit Barning Assets were dosely matched by growthin
Average Profit Bearing Liabilities. With better management of assets, by growing
fhe consumer financing poetfolie awl corversion & recoveries from non-

3 Simple Averages nre mlozlnded for cmmputatdon purposes for this write up enly. Actusl
Average Hpures may vary.
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performing portfollo and tHhing the liability mdx towards CASA acorionts, dedine
in pgross spread was curtailed.

Oiher Income Compoments:
The following table sets forth, for the perlods indicated, detadls of Ofher Income
Componienis:
Table G
OtheslncomeComponents
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The Other Income as s percentage of Total Income dedined from 15.9% last year
to 13.3%. Majority of Other Incme, came fromFee Income (72%) followed by
Income from foreign currencies desling (14%).

Table H
OpertingExpenses
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Operating expenses of Bs, 5.2 billlon also includes an ameount of Re, 208 mdllion,

which wes adjusted egainst the income of the quarantined entity as per the
approval of Shariah Board,

Provisions:

The following table sets forth, fur the pedod indicated, further analysis of
Proolsions:;

Table I
Provislons
~ i ol
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The financing book saw e reversal of provisioning to tune of Ra. 640mm. FSV
benefit availed waa Ra. 238542 million an against Rs. 316.283 million in 2014, The
moverage ratio, a pernentage of fotal provisions over non-performing financng
portfolio, wan 90.1% as compared tn 49.4% in 2014,

Classification of Financing
The following table sets forth, for the period indicated, further snalysis of
Classification of Financing:

Table J
Classification of Financing
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Infection ratio, classified portfolio as a percentage of Gross Finanding, was 2.87%
inherited non performing fmancing portfolio of defunct KASB Bank.

Non-performing assets which ere fully provided constitutes 91% of the non-
performing portfolic as aganst 79% in 2014.
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Table K

Honi tolal Softetal
o] Wi | Wb | Bocncly | 9D | Surky
(ko (o Sy £ am iS5 £
(At e Fr ] 1A | o i 2
Corparnie fs ST Parwies e = T #s5]
B fiomciog: [F-r] L& =
(et Py 187 L1 | 2mi m aml
| Gooen Pnanciey [T .00 T T 1|

KASE Bank into Islumic modes, SME and Staff fnancing grew by 156.9% and
59.5% respectvely whereas Corporate & SME finencing book grew by 65.4%.

The Consumer fnancing book a5 a percentage of tlal Snancing grew to 13.1%
compated to 8.3% in 2005, The Auto [arah portfolio doubled to Re3.38, wheteas

the Muskun portftollo grew by 1.5 tmes or 48.5%. Owning to betber ylelds an
consimet Bnareing the Bank concentrated ity efforts towards them. The dedine
in dscount rabe o historlcally low also fueled the demand for these loans,
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Financing Concendration:
The following table sets forth, for the perlod indlcated, further analyals of the
Finencing Porifolic:

Table L
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The exposure to Food and Beverage was the highest at around 18.9% followed by
Individuals, 18.1%, and Wholesale & Retail Trade sechor, §.8%. The Textile pector

featured among the top 5 sectors to which the Bank charmeled its financing.

RegulatoryCapital:

The following table sets forth, for the period ndicated, further analysis of the
Regulatory Capitel and the efficiency with which it is used:
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Table M

RegulatoryCapltal
B i wrilbowss
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The Capital Adequacy Ratic (CAR’) was 1274% against 167% last year. The
decline is largely due to acquisition of defunct KASB Bank which had negative
CAR of 463%. The Risk Weighted Assets (RWA") increased by 121.3%, while
Market sk EWA and Operations]l risk EWA increased by 303% & 152%
respectively. The Risk Capital per branch and Net Equity pexr branch was Rs.33M
and Re.53M respectively. The balance sheet of defunct KASB Bank carried risky
assets which resulted in increase of RWA of the amalgamated Bank as well,
bringing the CAR which was 23.26% prior amalgamation to the current level.
The maturity of GoP Sukuks also added pressure on the Risk Capital of the Bank,
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Statement of Internal Control

Statewmst of Managemen's Fesymmelhitiy

It is the respemsibiity of the Bank's management ta:

s Establish snd meingin m edequate md effecttve system of intemal comtrols md procedures for m efficlent
winking envirooment for obtaining desiped objectives.

» Evalnate the effectiveness of the Bank’s imtermal comtmol system that emwmompasses melerdal matiers by
Eocedores.

Mamagesient Fvalpation ot fhe Eifsctves of the Rauk Futersanl] Contral Sylosy

During the yeer mder review efforts hawe heen made for an effecttve and efficdlent incernal confrol system. In
peoomipnre with SBP-BSD Circuler No, 7 of 2004, the Bank formulated sll the key policles and procestures for is
differerr lines of business While formmlating such policies dear line of authority and responslbility have been
estahlished i order to ensme an effective interal comival system. The Bank han estshlwhed an andit fimetdon
Independent of line management. The conool endvides are belng closely meomitored somes the Benk throogh endlt
group / compliance & comtrol, which covers all banking activities in genersl and key risk orers n partionlar The
Aunrdit Crammittes of the Board reviews the mudit fnetiog quarterdy which inchades program as well s sxprize mudits,

Internal control gpstern in the Beank b dealgned to memege, mther than to elrmnete the ek of faflure o schleve the
business objective, el con only prowide maspngble axd oot sbeolute emmnce againgt matecial migstatement or pss,
However, It 5 an on golng process that Indudes |deotfication, evaluation and management of significant rigks faced
by the Bank.

The Bank mitdated process of Implementation of Internal Comrol Guidelines as required by State Bank of Poldstan
wide BED Covuler Numbey' 07, of 2004 ad hes conpleted 4 detodled emevcise thrmegh Comsuliomts, documenting aod
benchmarking exising lntemal processes and conoels reladng 1o foancial reporting.

Long Form Repert was issned by fhe extemal suditors of BankTslmi Pakisimn Limited base] tn December 31, 2004
pedod. The Management i In the process of implemedng the gaps and suggesions given by the extzmal aaditors.
The Management hes prepared Rosd Map for the completion of all stages io accordance with the SBP OSED Cipoular
MNumber 01, of 2014 dated February 07, 2014, "Instrocdons on Imemal Controls over Financlal Reporting (ICFR)™
which wes appeoved by the Andit Committee. The Bank hae completed all iis stages of ICFR in sccondanee with the
Eoad Map.

The Board of Divecho i ubtimately regumaible for the miiernsl comtoal gystean and the Board endocees the above
management svalnatdon,

For and On Behalf of the Board

Mw'

Hasan A Bilgrami
Chief Execitive Cifficer

e 04, 2016
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Statement of Compliance With The Code Of Corporate

Governance
FOR THEYEAR ENDED DECEMBER 31, 2015

This statement is being presented to comply with the Code of Corporate Governance (Code)
cortained in Chapter Mo, 519 of Rule Book of Pakistan Stock Exchange Limited for the purpose
of establishing a framework of good governance, whereby a listed company is managed in
compliance with the best practices of corporate governance.

The Bank has applied the principles contained in the Gode In the following manner:
1. The Bank encourages representation of independent, non-executive directors and

directors representing minority interests on the Board of Directors. During the year ended
December 31, 2015, the Board comprised of.

Category Names

Independeart Directors Mr AL Wohd Hussain Al Al Shamali
Mt Fawad Anwar

Executive Directors Mr Hasan A Bilgrami

Mon- Executive Directors Mir Al Hussain

M Al Faza Siddigul
Mr Shabir Ahmed Randeree
Wi Kamal Afsar

Tha independant dinector meets the critera o independence under claus i) of the GG

2 The Directors have confirmed that none of them is serving as a drector on more than
seven listed companies including the Bank.

3. All the resident Directors of the Bank are registered as taxpayers and, to the best of our
knowledge, none of them has defaulted in payment of any loan to a banking compary, a
Development Financial Institution or a MNon-Banking Financial [nstitution or being a
member of a stodk exchange, has been declared as a defaulter by that stock exchange.

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

£ The Board has developed a wvision / mission statement, cverall corporate strategy and
significant policies of the Bank A complete record of particulars of significant policies
along with the dates onwhich they were approved or amended has been maintained

8 All the powers of the Board have been duly exercised and decisions on material
transactions, including appointment and determination of remuneration and terms and
conditions of employment of the CEO, other executive and non-executive directors, have
been taken by the board.

7. The meetings of the Board were presided over by the Chairman and the Board met at
least once in every quarter. Written notices of the board meetings, along with agenda and
working papers, were circulated at least seven days before the meetings. The minutes of
the Meetings were appropriately recorded and circulated

B Directors training has already been performed by four directors. It is expected that three
more directors will attend the course in 2016
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During the year ended December 31, 2015 Company Secretary was appointed, however
there was no new appointmert of Chief Financial Officer (CFO), or Head of Internal Audit.

The Directors’ Report for this year has been prepared in compliance with the
requirements of the Code and fully describes the salient matters required to be disclosed.

The financial statements of the Bank were duly endorsed by CEOQ and CFO before
approval of the Board.

The Directors, CEQ and Executives donot hold any interest in the shares of the company
other than that disclosed inthe pattern of shareholding.

The Bank has complied with all the corporate and financial reporting requirements of the
Code.

The Board has formed an Audit Committee. It comprises of three members, of whom all
are Mon-Executive Directors and the Chairman of the Committee is an independent
director,

The meetings of the Audit Committee were held at least once every quarter prior to
approval of intetim and final results of the Bank and as required by the Code. The terms
of reference of the committee have been formed and advised to the committee for
compliance,

The Board has formed an HR and Remuneration Committee |t comprises of six
members, of whom five are Non-Executive Directors and the Chairman of the committee
is a Non-Executive Director

The Board has set up an effective internal audit function comprising of professionals, who
are considered suitably qualified and experienced for the purpose and are corpersant
with the policies and procedures of the Bank.

The statutory auditors of the Bank have confirmed that they have been given a
satisfactory rating under the quality cortrol review program at the |CAR that they or any
of the partners of the firm, their spouses and minor children do not hold shares of the
Bank and that the firm and all its partners are in compliance with International Federation
of Accourtants (IFAC) guidelines on code of ethics as adopted by the |CAP

The statutory auditors or the persons assoclated with them have not been appointed to
provide other services except in accordance with the Regulations of Stock Exchange and
the auditors have confirmed that they have observed IFAGC guidelines in this regard

The 'closed period’, prior to the announcement of Interim/Final Results and business
decisions, which may materially affect the market price of Bank's securities, was
determined and intimated to directors, employees and the stodk exchange.

Material / price sensitive Information has been disseminated among all market
participants at once through Stock Exchange.

The Board has approved mechanism for an annual evaluation of its own performance in
it= meeting held on March &, 2015,

We confirm that all other material principles Included Inthe Gode have been complied.

dﬁ%ﬁ-lﬁ‘.ﬁb

Hasan A Bilgrami
Chief Exgcutive Officar

dune 04, 2018
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Auditors’ Review Report to the Members on Statement of Compliance
with the Best Practices of the Code of Corporate Governance

We have reviewsd the enclosed Statement of Compliance with the best practices contained in the Code
of Corporate Governance (the code) prepared by the Board of Directors of Bankislaml Pakistan
Limited ("the Bank’) for the year ended December 31, 2015 10 comply with the requirements of rule
5.19 of the Pakistan Stock Exchange regulstion ssued by the Pakistan Stock Exchange Limited
Harmerly Karachd Stock Exchange Limited) where the Bank s Heted

The responaibility for complinnee with the Code b that of the Board of Directors of the Bank. Our
responsibility is 1o review, to the extent where such compliance can be objectively verified, whether the
Statement of Compliance reflects the status of the Bank's compliance with the provisions of the Code
and report if it does not and to highlight any non-complisnce with the requirements of the Code. A
review s limited primarily to inquiries of the Bank's personnel and review of various documents
prepansd by the Bank to comply with the Code,

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

The Code requines the Bank to place before the Audit Committee, and upon recommendation of the
Audit Committee, place before the Board of Directors for their review and approval its related party
transacthons distinguishing between transactions carried out on terms equivalent to those that prevail
in arm’s length transactions and transactions which are not exeruted at arm's length price amd
recording proper justification for using such alternate pricing mechanism. We are only required and
have ensured compliance of this requirement to the extent of the approval of the related party
transactions by the Board of Directors upon recommendation of the Audit Committee. We have not
carried out any procedures to determine whether the related party transactions were underiaken at
arm’s length price or not.

Hased on our review, nothing has come to our attention which causes ux (o believe that the Staterment of
Complisnce does not appropriately reflect the Bank's complinnce, in all material respects, with the bext
practices contained in the Code as applicable to the Bank for the vear ended December 31, 2015,

WTﬂy(Q*

Chartered Accountants
Dated: June 06, 2016
Karachi
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= = Spreading
= our Wings

Banklslami's network grew from 10 Branches to 36 Branches in 23 cities of Pakistan.
The Bank launched one of its flagship products, MUSKUN Home Financing.
Acquisition of JS Finance Limited, a Modaraba management company also took place
and was renamed as Banklslami Modaraba Investments Limited.

First Investment Banking transaction was completed by issuing privately placed
SUKUK of Rs. 1.2 Billion for PEL.

In the same year, Banklslami managed a Consertium to successfully achieve the
financial close of a landmark Investment Banking deal of SSGC Sukuk of Rs. 5 Billion.




Banklslami
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Your Roof, Your Home
w1th MUSKUN HDI‘I‘[E Fmancmg

Key features of MUSKUN Home Financing are:

| =« Facility available across Pakistan = Fagility is also available for Non-Residant Pakistanis
i = No pre-payment charges after 1 year * Minimal processing charges
' * Tenure up to 25 years * Financing available up to Rs.50 Million®
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Report of Shariah Board

o L P

1-‘,-,1.-,.-!1 ,l'.g._-l?‘..h,_...-ulﬁ ful’i“ "M;J‘i{m
K ,.ﬁlthdld.n

Shariab Smpervisory Board beteby prasents its opinion on the effairs of the Bank through this 122 anoual
report. This pears report Is from the Sherish Board whils meviously it weed to be lwued by the SBhadab
Adviser. During the year, five meetinga of the Shariah Board were held in which different matiern such as
Sharish Compliance Beview Reporta, Internal Sherieh Audit Reports, new products snd Sherieh aspecta of the
canveraion of defunct FASR Bank were discnssed In detwil and guidelines were ismued accordingly.

Alhamdolillah 2015 tureed cut to be & poed year for the Bank In which it got the chance to comvert operations
of & conventional bank into Shariah compliant operations. Begide this, branch network of the Bank grew by
almost 50% hence the conversion ind traininga of the staff were two major teeks the Sherish tesm of the Bank
completed, During the yesr wader discission, SBPs Sharish Governancs Fremework also came inte force
whish made Sharlab compllarce mors arpanieed, systanate snd robust In the Rllowing sscticns the report
discusdes the siaie of aifsins of the Bank and the developments that took place during the period

Promuolgutian of Sharlsh Qovernancs Fromework:

From July 1, 8018 SBP's Shariah Governence Framework became applicable for Islamic Banking Institutions
which has certain requirements regarding Bhariah complisnce m Inlammic Banking Inetietions. AThemdelillah
BarkInlami, being a full fledged Ialeomic Bank, was slready meeting most of the requiremests end has taken
further atepe to align Hteelf with the regnirementa of the Framework. In order to further sirengthen Shariah
For this purpose two separate departments wre working at Banklslami namely Shariah Compliance Department
and Bherish Advisory & Btructuring Depariment Sharish Compliance Departinent is responsible for the
overall Bharizh Complisnce of the Bank while Sharizh Advicory & Structuring department oversees the product
development, structuring snd advisory services to interna)l organs of the Bank as well as external clisnts, Scope
of extérnal eudit has been extended to include an mdependent and ohjective assessment of conformicy of Bank's
aperations with Bhuriah rules and pinciples.

All these meamures are expected to further strengthen the Sharish complisnce environment and enhance the
varfidence of atuke holders on the practices of the Bank.

Merger of definet KASE Bank with BankIslami

A moteworthy development during the year was amalgametion of the defunct KASE Bank with Banklslami.
Defimet HASR Bank wan m conventionsl hank thet was put on morstorium by SBEP. Amalgamation and
cobversion of deonet KASE Bank's portfolic was probebly first of is dod process undertalen by any Iaboole
Bark as this smalpamation was done by repulstoms of a defunct conventionel bank into sn Inlamic Coommercisl
Bank. After the merger, the higgest challenpe before Benklslami was conversion of defunct KASE Bank's
prrifolio. A comprehensive plen waa prepared for the convernion of the assets and lishilities of defimct HASH
Bark. The plsn included detailed anelyris of sach segmient of the defanct KASE BEank's portfiolio and its poseihle
Shariah complisnt solutions. The Sharish aspects of the mergsr plan were reviewed ad approved by Sharish
Board after detailed discustions on the peculisr oature of the amalpametion

On the depoeit dde, all deposite were canverted and now the remunerstive socount helders of defunct KASRE
Bank sgrn incama by way of Mudarabah ralationshin with Banklslami.

On the asset gide, all interest besring government securities were disposed aml majority of the repuler
Corporate Portfoliv in now converted into Ialamic modes of finance. Conversion of Corporate portfolio wes &
challenging task. Sharinh Advisary & Structuring team closely coordinated with corporate team and customera
to underetand end develop Sharish complisnt process Sown before conversion of esch custamer, which wes
reviewed by Sharish Compliance tesm before spproval from Resident Sharish Board Member (REBM} and

Anrual Raport 2015 3




Shariah Board. The proces ls sow lupely complete. Regarding the remadnlng on-sotverted portiolle, the
mensgement has amnured to incresse itn efforta to convert the remaining portfolio. It was a valuable learning
experience far all whe were involved in the convernion process.

Ancther challetyge of the conversion process was o opart training of Islamic Banling concepts o stalf
membera who joined BankTslami from defunct KASE Bank. Members from Shariah Advisory & Structoring and
Sharish Complisnce teams truveled across Pekistsn specially to condoct the truining of Islamic Banking
cancepts. The exercies was completed in close eoordination with Human Besource Department.

Amslgamation of defunct KASE Bank slso incduded o few of its subsidizries. Among them HEABB Securities is
worth mentioning. This subsidiery is planning to convert ita business snd operations into Shariah Compliant
medea. However, nuture amd size of the business of the company amd legal procedures require considerable tims
for conversion, Mmnagement has ammead s thet o will try s hest 0 onvert bosiness of the company m
minmruwn poagible time frame, The Bank, bowever, will not mclude any Sherisk sen-complisnt inmome fom
KASB Securities in ite invome.

The Sharish Bosrd would alea like to commend management eforts end role in the process of conversion.

Sherlah Complianca:

To ensure all iranssctions are done according to guidelines issued by Sharizh Board end EBP-Ielami: Banking
Department (IBD), the Bank has prepared deteiled Policien and Procedurs Menuals for routine transectians,
However, since each transaction dane under Murahsheh, Kerober Finaneing (Musswamah), Selam and Istisna
can differ, separmte process Qow are developed for mch customer booked under ach of the sbove meotionad
modes of finence. During FY 2015 approzimately 185 detziled process flowa were reviewed/spproved and
almont all of them were also acknowledped by the customers thempelven. These proceaa flows belp relevant
Brunch end Relstionship Manegers to properly execute transsctione Post execuiion, these process flowa elso
help Sharish Review and Sharish Aundit teamns to objectively analyze the traxwection. At the time of each
anniversary, every process Qow s renewed after reviewing it cotapllarce status dirdng the previows ye

To examine that the operations of the Benk remained complisnt with the guidelines issped by s, Sherish
Camphmendepurhneutmnﬂlmhﬂhmhﬂmphmﬁcﬂmnfthn&nk‘ihumlumﬁ departrmenta and
hranchay, Periedical Sharish Complisnce Review reports are prasentsd in Sharish Boerd msetings for
determination of orrective actions by the Sharish Beard.

In mddition the Sharish Complisnce depariment alse works closely with the Infernal Audit department for
presenting the Internal Sherish Audit reports in Sharish Board meetings for determinstion of carrective
actions by the Sharish Baard.

With two separate activities being carried out ie. Shariah Review by Shariah Complisnce department arud
Internal Sharizh Aundit by Infernsl Audit department, this keeps ® dusl check on the operutions of the Bank
lmading to sn improvement in the cyerall Shariah Complians in the cperations of the Bapk,

Islamidc Banking Traiming

Trained humsn reaource is exiremely important for euccess of Ielamic Banking Industry. To ensure thet every
smployes gets proper training, & deteiled Training Calender was preparsd and followed during the year.
During the year nnder review, 62 (Taining sesions of “Basic Islamic Banking Concepts® were condneted which
trained 2800 smployees, This alse includer sesmdors segamized for stall metabers whao joined BankIslami from
defunct KASA Hank.

In sddition, 16 advenced level product related training seagicns were conducted for Carporate and Trade
Finance products.

The Bank aleo supports other institutions such as Nativoal Institote of Banking and Finance {NIBAF), Centre
for Talamic Economics (CIE), Institute of Cost snd Mansgement Accountants of Pakistan (ICMA Pakistan),
Ingra University amd Sheikh Zaged Dslamic Centre for impartng treining sourses in [ilemic Banking & Finance
antd other capacity bullding actlvithes,
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Composition of the Bank's portfiolio

The Bank used varicty of Telamic modes of finance to provide financing o ite costamers, Fellowing in the
moda wiss braginip of the Bank's Fingneing portfolio ss of December 31, 2015,

» Murahahah: 45%

> Istisng: 1%

¥» Diminishing Musherakah: 17%

¥ FRarobar Financing (Musawsmah): 8%

> Tiavah: 7%

¥ Halam and others; &%
Chardty:

An amount of Hs. 8.0 mn was received from the Customers in respect of charity on delaya in payments and
credited to charity sceonot. An the charity funds are kept under investment accounts at the Bank, Mudsrabah
profit of Ke. 0.87 mn has beeny credited to the charity sceunt,

Disbursernenta during the year from the charity fund amounted to Ra. .08 mn. Details of charity disbursed are
avdilehle in note number 15.£.1 of the wecounts.

Om account of an invalid Murabehab transaction, Bank was not allowed to boek profit income of Ra, 548,888,
Additionally an incomme of Ha. 186,375 has been declared ns Sherieh non-compliant income and sccordingly
credited to the Chariiy Account

Becommendatione

Based on the observations mede throuph Shacish reviews, reporta and feedback from various stakeholders, we
recommerxd the following:

i Since the Commodity Murabahah product is executed in non-organized sector and systematic sontrols
are not up to henchmerk, the Bank iz advised to reduce its reliance on the Commoedity Murshehah
proainet apd it should explore, along with other indusiry stakeholders, further Towarmng based options
through repalated markeis such as Pakdsten Mercantlle Exchenpe, Paldemn Stock Exchinge, s n
which systematic controls for Sharizh compliance could be more strictly implemented. In this regard,
the Benk shauld alse look inta the aptions of warchonse receipt financing snd other related preducts,

fi. The Bank in also advised to consider the use of it Moderabs Mansgement Company in offering trade
ralated products.

ifi, For firther capaeity huilding of Bank's peruonnel particularly employess of defunet KASE Bank, the
Bark should conduct more specialized product treioing sesasicns and also conduct refresher settions
from time to time.

iv. As perthe ssmranes provided by the manngement, the Bank should try to convert operations of KASH
Securities in minirmum possible tme frame to avold eny firure isspes. Any Sharish non-complisnt
meome received from KASE Securities shall not fem part of Bank's income,

Concluxionm
Eased om the Sharinh Compliance Review Beports, Internal Shevish Audit Beports and diferent Shariak
compliancs checks carried ot fom time to tme and sccording to bart of our Enowledgs, we ate of the view
that
i The Baok bus complied with Sharigh rules und peimciples in the light of fitwws, rulings and puidelices
issued by the Sharish Board.
fi, The Bank has complisd with directives, regulations, instructions and gnidelines related to Shariah
compliance isaued by SEP in ascordane: with the raling of SHP's Shariah Boad,
fii. The Bank hss 1 comprehenwive mechaniem in place to ensure Sherish complisnce n their overall
operatisns,
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iv. The Bank hes a2 well-efined aystem in place which is sound enough to ensure that any esrninge
realized fram acurces or hy mesna prehibited by Sharish have been eredited to charity sccomt and are
hei iy urtilizad

v. The Bank hw complied with the SBPS imstuctons on profit aod loss disteibmtion snd pool
management.

vi The level of swereness, capacity and seneitiestion of the sieff, mensgement snd the BOD n
appreciating the importancs of Sherish complisnes in the products and proceases of the Bark is found =
be satisfactory. However, the management should continue to take messures to [urther improve the
level of awareness.

vii. The Sherish Bosrd has heen provided edequate ressurces enshiing it to discharge s duties efectively.

We end this repart with hest wishes to the Islamic fingnce industry,

ol 5 &3l g aams Lo e ot Lo 4

= N

Mufti Javed Ahmad Mufti Mohemmad Hossain Fhaleel Khail
Regident Sharish Board BMember Member, Sharinh Supervieory Eoard
-
Mufii Irebad Ahmad Ajjez
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Year of

§ Growth &
~ Rebranding

Banklslami created history by becoming the first bank to open
100 branches in less than 3 years. Its Branch network grew to
102 branches in 49 cities of Pakistan.

The Bank re-branded its Corporate image in the same year.
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MoneyGram.

moaney transfer

Home Remittance - Now even more convenient...

With Banklslami's MoneyGram. service, you can receive money sent to you from abroad by
your loved onas, from any Banklslami branch nationwide.

Banklslami's MoneyGram. service comes with the following features:

= Quick Account Opening facility
®  Service available at Bankislami’s 317° branches in 93 cities
Monay transfer from MoneyGram. outlets in over 200 countries
Bank account not required for receiving MoneyGram. payment from any Banklslami branch

LT T TR

Sendng vou, the Right way

Bankﬁm_ﬁklstan 111-ISLAMI [111-475264)




Charity Funds Utilization Report

Iglarmdc bonke canmot chergs late peyment penalty to their custommers gince it fulle vnder the ambdt of
Riba. However to maintain financisl discipline and to prevent deliberate delinquencies they nre Charity
impoeiticn a8 & tool of determence. Ammmt given by the customers in Cherity Accomm againat their
delsys is utilized by Islemic banks purely for chariteble puopose. Islamic banks receive theso cherity
jnst e trostee mnd cammot benefit themeelves from the fimds. Since the bank s entmated to dispose of
the Charity finds, it seeme appropriate to give a brief detail of the major instihtions which have bean
beneflciary of the Charity fimds,

DiRimathon of Charity

Duting the Year 2013, Bankielami received a tolel of Re58 Mn es Charity from its onstomees,
Digbureements doting the yenr from the charlty fmd soooonted 1o Rs, 9.06 Mo, The amount was
utilized to provide srgistence to the recognized and rencwned charitable inrtiutions working to provide
quality pervices primarily in the sress of Health and Education. Profile of n few Instittione are given
below:

I 1

The Iixhis Hospital came st a joint ventore of the Ruffhydah Foundation and the Ielamic Miegion
Hogpital Trust in 2005, The Indes Hospitel provides free of cost bealth care to the commmon men.
The hoapitsal sterted ita operations in July 2007. Spread over 21 acres of land and locsted in the deneely
mmdmmmwmmwunmmﬁmmmmw
membera of our sec1ety.

The facilitiss at the hdne Hoepital inchyde Commpnity Health Center, Conmilting Clinics, In-patient
Services, Day Care Sexvices, Emerpency Sacvices, Critical Care, Brvashve Capdlology, Fhyelothesapy
Services, Endoscopy, Lithotripay, Hemodialysis, Radiclogy, Clinical Laboratories, Pharmacy Services,
Nutrition end Food Services, Contirming bMedical Bdneation (CME) etc

Alsmgir Welfare Trust Internadiqnal

Alemgir Welfare Trust Intemstional {(AWT) hss been providing sovial wellere services in Pakisten
since 1993. The trust provides eervices to needy mnd deprived class of the society in & wide rmge of
areas which include health , edncation, marviage asgistance, fimeral pervices, rescne canters, food and
Ramudan services,
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Stsauket Khanun Memorisl Hospital Q

Shaubsl Kbhasam
L TR |

Shauket Khamm Memorial Cancer Hoapital and Research Centre (SKMCH&RC) is 5 state-of-the-art
cance contre Jocated in Labore, Pakdatan, It is & project of the Shanlcyt Khanoem Mesmordal Trust, which
is 8 charitable organization esisblished nnder the Societios Begistration Act XX of 1860 of Pakisten,

Crver the past decade, Shaykat Khanym Memorial Cancer Hospital and Ressarch Ceatre has estabfighed

iteelf a3 & Centre of BExcellence, providing comprehengive care free of cozt to thonsands of indigent
cancer patientr.

The Chizems Foundation (TCF) /@

The Citizens Foundation (TCF) i one of the largest non-profit organization n the field of edneation.
wag antablished In 1995, The vition of this non peofit epai=ation 1s W belng & positive changs In
and gecondary level edncation ot 2 nominal fee. Az of 2015, TCF har established 1,202 purposs-huilt
gehool ynits with an enrollment of 175,000 stodents,

TCF is registered in Pakisten 88 a company limited by gueremntee under Section 42 of the Companies
Ordinance, 1984 and its acconnts sre sudited by EPMG Tescer Hadi and Co. TCF #a ranked amongst
the top acoring crparizations certifisd by the Pakdsten Cesvtre for Philmtheopy (FCP) and bhas received
high non-profit orgemization (NPO) governeoee rating of GRS+ by JCB-VIS Credit Reting Co Lid,

1;_ |1
Niguhban Welfare Ansclatian : ngfy_ﬂﬂﬂ y

= ..u.i :
Nighiban Welare Associstion is n not-for-profit cegantzation estshlished in Civil Hospital Karachi. &
hae takean over the Snegical Unit-TV of Civil Hospital and hae ypgraded the Sacilities and provides free

of oost diagnosis end treatment services. The srgicsl unit's major fimction is Endoscepy, Clooosoopy,
Laparcacopy end ERCP (Erdoscopic Retrograde Cholangio Pancreatography) NWignhban is doing
Tollorwing epecialized abdominal related tests and traatmente free of cost in Suegival Thalt TV in Civll
Hospitel for poor end needy pationts: The NGO is nm by Dr. Seved Quomishy- MS, Civil Hospitsl
Earachi, and Dir. Sasd K. Ninz- Cheirrnan Department of Surgery, Dow University of Health Sciences.

Stndk Tnstitnte of Urslogy snd Transplantstisn (STUT)

prsdannantly fom the rural and pocees whan strats with vistoelly o eccess to medical facilithes, They
are financially incapable of affording modem diagnostic, trestment and transplant facilities which are
very coetly in the private sactor.
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Cenire for Development of Social Bervice (A project of INFAD Fowndation) .
4 (e o Deeigean
I _i of Sacad Sy

The Centre for Development of Socisl services (CD3E) was eatablished in 2001 for creating s townahip
of sorial services for families belonging to low income groups. CDES is registered under the Socicties
Act of 1980 as a recognized arganization by the Pakistan Cantre firr Philanthropy, Islamabad,

Eorangi Acsdemy, INFAL) Edncation & Training Centre, INFAQ Commumnity Healthcare Centre, Cradt
Training & Adult Literacy Cantre, 808 Technical Inafitnts are the components of CDSS.

Balis b Aii |Hilf
¢ Ry

KOOHI Goth Hoapital D Kooui Gota HOSPITAL
\ e/

Enohi Goth Hoapital is a 200 bed Not-for-profit Genem] Hospital situsted in Deh Landi Karnehi. Most
of thedr patients ae vnde-privilepsd who o provided free trestment, medicine sd food. The hospdtal
is rm from donations of philenthropic people end orgenizetion,

Marle Adelalde Leprosy Centre

LECT L i iRl ]

Maria Adelaide Laprogy Centre is g non-perofit, organizetion working towards Laprosy Elimination, TH
Treatrnent, Blindasss Contol and CBR in the comutry for the lest 59 veaes, All services (o patlents and
comrmmities are free of charge.
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Auditors’ Report to the Members

We have audited the annexed statemert of financial position of Banklslami Pakistan Limited
(the Bank) as at December 31, 2015 and the related profit and loss account, statement of
comprehensive income, cash flow statement and statement of changes in equity together with the
notes forming part thereot (here-in-after referredto as the 'financial statements’) for the vear then
ended, in which are incorporated the un-audited certified returns from the branches except for
twenty 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 knowledge and belief, were necessary for
the purposes of our audit. These financial statements Incorporate the balances as at May 7, 2015
of the defunct KaSE Bank Limited (amalgamated with and into the bank with effect from the close
of business on May 7, 2018 which have been audited by another firm of Chartered Accountants,
whose report has been furnished to us and our opinion in so far as it relates to the amounts
included for the defunct KASE Bank Limited is based solely on the report of such other auditors.

It is the responsibility of the Bank’s management to establish and maintain a system of internal
control, and prepare and present the financial statements in conformity with the approved
accounting standards and the requirements of the Banking Companies Ordinance, 1962 (LWl of
1062}, and the Companies Crdinance, 1984 (LIl of 1984) Our responsibility is to express an
opinion on these statements based on our audit

We conducted our audit in accordance with the International Standards on Auditing as applicable
in Pakistan. These standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of any material misstatement. An audit
includes examining, on a test basis, evidence supporting the amourts and disclosures in the
financial statements. An audit also includes assessing the accounting policies and significart
estimates made by management, as well as, evaluating the overall presertation of the financial
staternents. We believe that our audit provides a reasonable basis for our apinion and after due
verification, which in the case of Islamic financing and related assets coverad more than sixy
percent of the total [slamic financing and related assets of the bank, we report that:

(a) In our opinion, proper books of accounts have been Kept by the bank as required by the
Companies Ordinance, 1984 (X1 of 1984), and the returns referred to above received
from the branches have been found adequate for the purposes of our audit;

(by in our apinion:

(i) the staterment of financial position and profit and loss account together with the
notes thereon have been drawn up in conformity with the Banking Companies
Ordinance, 1962 (V1 of 1962), and the Companies Ordinance, 1984 (LI of
1984), and are in agreement with the books of account and are further in
accordance with accourting policies consistenthy applied;

(il the expenditure incurred during the year was for the purpose of the bank’s business;
and

(i) the business conducted, investments made and the expenditure incurred during the
vear were in accordance with the objects of the bank and the transactions of the
bankwhich have come to our notice have been within the powers of the bank;

(¢l inour opinion and to the best of our information and according to the explanations given to
us the statement of financial position, profit and loss account, statement of comprehensive
income, cash flow statement and statement of changes in equity together with the notes
forming part thereof conform with the approved accounting standards as applicable in
Pakistan, and give the information required by the Banking Companies Ordinance, 1062
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(L1 of 1962), and the Companies Ordinance, 1984 IOV of 1984) in the manner so
required and give a true and fair view of the state of the bank’s affairs as at December 31,
2015, and its true balance of loss, its comprehensive loss, its cash flows and changes in
equity for the vear then ended; and

(d) inour opinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (31|
of 19807 was deducted by the bank and deposited in the Central Zakat Fund established
under section 7 of that Ordinance.

Chartered Accountants
Audit Engagement Partner Syed Fahlm ul Hasan

Dated: June 05, 2018
Karachi
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Statement of Financial Position
AS AT DECEMBER 31, 2015

Hote 2015 2014
----------- Rupees in '000 -
ASSETS
Crash and balances with treasury banks T 9035 886 6,361 444
Balances with other banks a 1,780,710 733523
Cite from financial institutions - net a a9 824 2241 18,143,574
Investments - net 10 35,885,958 30,654 552
Islamic financing and related assets and Advances (nef) 11 69 576 275 41,097 058
Operating fixed assets 12 5633219 3,380 1468
Deferred 1ax assets 17 6,007 Ga0 -
Cther assets - net 13 6,385 963 1,613,830
174,120 892 101,984 149
LIABILITIES
Bills payable 14 1,623,933 918,435
Dieto financial institutions 15 3487770 B, 00
Deposits and other acs ounts 16 153,058,102 0,330,997
Zub-ordinated leans - B
Liabilities against assets subject to finance |ease - -
Deferred tax liabiities 17 - 199 683
Cther liabilities 18 5163817 3,106,814
162,943 622 A5 116,929
HET ASSETS 11,186 270 6,867 220
REFRESENTELD BY
Share capital 19 10,079,129 5758721
Dissount onissue of shares 79,042 79042
Resemnes 21 3R, 723 40122
10,351 802 6,219,801
SUrplus on revaluation of assets - net of tax 21 834 468 G47 419
11,186,270 6,867,220
CONTINGENCIES AND COMMITMENTS 22

The annexed netes 1 to 45 and Annexures | and Il forman Integral part of these financial staterments,

CHAIRMAN

;ﬁ AN H{&\l_@\;

PRESIDENT / CHIEF EXECUTIVE

DIRECTOR

DIRECTOR
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Profit and Loss Account
FOR THEYEAR EMDED DECEMBER 31, 2015

Frafit f return earned
Profit £ return expensed
Met spread earned

Reversal of provision against nen-perdorming lslamic finansing
and related assets and advances - net

Provision for diminutien inthe value of imvestments

and plaserments - net

Bad debtswritten off directly

Met spread after provisions

CTHER IMCOME

Fee, commission and brokerage ing ome

Diwvidend Incoerme

Incatme from dealing in fereigh currencies

Gain on sale of securities

Unrealised gain on revaluation of investments classified
as held for trading

Cther incorme

Total etherincoeme

CTHER EXFEMNZES
Administrative expenses
Cther provisions fwrite-offs
Cthercharges

Total other expenses

Extracrdinary £ unusual items

(LOSS) fPROFT BEFORE TAXATION
Taxation

- Current

- Prioryear
- Deferred

(LO=E FPROFIT AFTER TAXATIOMN

Baszic (lozs) fearnings per share

Diluted (less) f earnings pershare

Note 2015 2014
----------- Rupees in '000 -
23 8,834 160 T.e12a302
24 5,118,822 4,453,070
3,715,338 3,353 232
1116.2 (639,523 (22, 255)
&10.10 8,774 39207
25 455
(630, 724) 17407
4,346 0862 3,355 825
408,018 387 383
2,835 3
82,403 172,354
25 12,003 32173
26 64 769 40,074
570, 028 531, 0.36
4,916,090 3,967 T
27 5 037,198 3,462 351
148,145 23,0386
28 2,134 12,662
5,188,477 3,498,039
(272 3EN 469 722
(272 3870 469722
29 89,290 84,442
29 21,437 E
29 (197 119 71,630
[EGREEEY 156,072
(196, 004) 313 650

------------- Rupegg-—--—----—--—--
31 (0.2437) 0ETYT
31 (02437 OETTT

The annexed netes 1 to 45 and Annexures | and [ ferm an integral pad of these financial statements.

g R g

CHAIRMAN PRESIDENT / CHIEF EXECUTIVE

DIRECTOR

. .‘n':&_.'.j::\g’l' ’

DIRECTOR
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Statement of Comprehensive Income
FOR THE YEAR ERNDED DECEMBER 31, 2015

Hote

(Less) f profit after taxation for the year

Otheer Comprehensive INco me
ftemes that may ot be redassified 1o profitand loss account in

stbseuent periods

Remeasurement of defined benefit plan 245
Tax on remeasurement of defined benefit plan

Comprehensive loss transferred 1o statement of
changes in ejuity

Components of comprehensive income not reflected in equity

Surplus f (deficit) on revaluation of available for sale
imvestments - net of tax

Total comprehensive (less) L incame for the year

2015 2014
----------- Rupeas in '000 -
(196, 004) 313650
(7,764 (251593
2717 8,806
(5,047 (16,353
(201,051) 297 297
73,814 200,193
(127,737) o7 104

The annexed netes 1 to 45 and Annexures | and |l form an integral part of these financial staterments

™ ;T'fn Mu\%ﬂ.&'\;

o e

CHAIRMAN PRESIDENT / CHIEF EXECUTIVE DIRECTOR

DIRECTOR
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Cash Flow Statement
FOR THEYEAR EMNDED DECEMBER 31, 2015

Note 2015 2014
----------- Rupess in '000 -
CASH FLOYY FROM OPERATING ACTIVITIES
iLess) £ profit before taxation (272,380 469722
Less Dividend [ncome i19,473) 3
(291, 8600 469722
Adjustments for non-Gash charges and other items:
Depreciation on owned assets 27 HOG 260 329,684
Armartisation AT a0194 15,104
Depreciation on operating ljarah assets 837,018 657 304
Revearsal of provision against noen-performing
I=lamic financing and related azsets -net 11.16.2 (639 523 (22 255
Frovision for diminution in the wvalue of investments T 3920
and placements
Cther provisions fwrite-offs 149 145 230346
Charge for defined benefit plan 27 49 959 32,824
Gain on sale of property and equiprment 26 {3, 604) 4,642
038,925 1,070,312
647, 065 1,540,034
{Increass) | decrease in operating assets
Dwe from financial instiutlons (21,679 573 (11,632,401)
Islamic finanzing and related assets (18,246,9811) 3,423 424
Dthers azsets (excluding adwvanc e taxation and defined benefit assets) g6,22 (15,164
(39,840 338) (15,070,933,
Increase | {decrease) in operating liabilitkes
E-illsFa able 441 578 82,873
Die o tinancial institutions ha2Ta, 100 1,977 000
Deposits and other accounts h.3aa, 841 15105128
Other liabilities (exs uding current taxation) o120 1,268 441
11,196,639 14473442
(27,006 634 048,487
FPayments against defined benefit plan 34 72 654 42780
Inc e ta paid (102,818) (96 245)
Net cash (used in) f generated from ¢perating activities (28172 106) 809 455
CASH FLOYY FROM INVESTING ACTIVITIES
Met imvestments in available for sale securities 23536,813 608 535
Dividend recejved 19,473 -
Investments in operating fixed assets 54?,6481) (578, 945)
Met cash inflow on acquisition ban, i -
Froceeds from dispoesal of eperating fived assets 4,094 4,887
Met cash generated from investing activities 27 5r3 335 34 477
CASH FLOYW FROM FINANCING ACTIVITIES
lzsue of right shares [ 4.320,400] 400,000 |
Net cash generated from financing activities 4 320 400 4000, (0
Increase in cash and ash equivalenms 3,721,629 1,243 932
Crash and cash equivalents at the beginning of the year 32 7,004, 967 5,851,035
Cash and cash equivalents at the end of the year a2 10,816,596 7,084 967
The annexed notes 1 to 45 and Annexures [ and Il ferm an integral part of these financial statements.
A e e "l v - ."ﬁﬁ'.,' o
s g, o
CHAIRMAN PRESIDENT f CHIEF EXECUTIVE DIRECTOR DIRECTOR
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Statement of Changes In Equity
FOR THE YEAR ERNDED DECEMBER 31, 2015

Baknce as at Januany 1, 2H4
kzue of right shames at discount

Pmofit afher taxation fr the wear mnsfemed fom
Staement of Comprehens e Incoms

Transter to statutony msene

Trarskr fmom suplus on eealustion of
feeed assak - natof&x

Remessuemants of the net defined benafit
lighilthy § axssat - nat of

Baknce az at Decemberdt 2044
Trarskr o esene or bed debts and cordinoancies
ksue of right shames atpar

Less atter Bxation 1r the weartransfamd fom
State et of Comprehens e Incoms

Transter to statutony msene

Trarskr fmom suplus on eealustion of
feeed assak - natof&x

Remessuemants of the net defined benafit
lighilthy § axssat - nat of

Baknce az at Decemberdt | 2045

Share Discounton  Reserwefor “Statutonye  Unappropriated  Total
Capital izsueof  baddebtz b Eesere prcfit £
shares  Contingencies  (a) {Accurnulatesd
ks)
Rupeszs in 000
5,273 679 210,446 24723 5514954
479 042 79 042 400 000
a1 3650 313,650
527 g2 73
TEE0 7580
fe3s3) 15,353
5,758,721 72 042 27317 ;EdE 621980
250,01 (250 000)
4,350 400 45320400
Heanod) (19004
124652 12,652
{5 047) 5,047
10,079,121 72 042 250,000 273178 171 453 1035 802

@) T his mpresents mszne cresed under section 21(iz) of the Banking Companies Ominance, 1962,

Az aplained in note 11,16.3.2 1o thesa financial staternents, Bs, 185,052 millon 23 at Decermbar 31, 2015 (Decerbar 31, 2014: Bs 206 554
rmillion) representing additional profit | net of tae) ansing fom awiling fored sak wloe benefit or detemining provisioning equirnrent & not
anaikble orihe puposs of distrbution of dividend 1o sharehokiars.

The annecoad notes 11045 and Annescures |and 1 orman integ ral part of these financial statermeants,

» -'ii‘”""‘: o

CHAIRMAN

&_@v A
PRESIDENT fCHIEF EXECUTIVE

" DIRECTOR

DIRECTOR
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[slami Amadni Certificate

Save Savings, Halal Profit

With Islami Amadni Certificata, you get the best of both worlds in a safe, secure and flexible package
to perfectly meet your needs. Islami Amadni Certificate provides you with the following features:

* Investment with as low as Rs.10,000/- * |nternat Banking Facllity
* Profit payment at maturity * Tenure of investment from 1 month to 5 years

= Mationwide network of 317* = Mo penalty on premature encashment
branches in 93 cities of investment

Serving you, tha Right way a @_
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Notes to and Forming Part of the Financial Statments
For the Year Ended December 31, 2015

1 STATUS AND NATURE OF BUSINESS

1.1 Banklslami Pakistan Limited (the Bank) was incorpaorated in Pakistan as a public limited
company on October 18, 2004 under the Companies Ordinance, 1984 to carry out the
business of an Islamic Commercial Bank in accordance with the principles of Islamic
Shariah.

The State Bank of Pakistan (SBP) granted a'Scheduled Islamic Commercial BaniC license
to the Bank on March 18, 2005 The Bank commenced its operations as a Scheduled
Islamic Commercial Bank with effect from April 07, 2008, on receiving Certificate of
Commencement of Business from the State Bank of Pakistan (SBP) under section 37 of
the State Bank of Pakistan Act, 1956 The Bank Is principally engaged in corporate,
commetrcial, consumer, retail banking activities and investment activities.

The Bank is operating through 317 branches including 124 sub branches as at December
31, 2015 (2014 213 branches including 90 sub branches) The registered office of the
Bank is situated at 11th Floor, Dolmen City Maring Drive, Block-4, Clitton, Karachl, The
shares of the Bank are quoted on the Pakistan Stock Exchange Limited (formerly Karachi
Stock Exchange).

The Pakistan Credit Rating Agency (Private) Limited (PACRA) has maintalned the Bank's
longterm rating as 'A+' and the short-term rating as ‘A1

1.2 As mertioned in note 4 below, during the current year KASE Undertakings have been
acquired and amalgamated with the Bank under a scheme sanctioned under section 47 of
the Banking Companies Crdinance, 1962,

2 BASIS OF PRESENTATION

21 The Bank provides financing mainly through Murabahah, ljarah, Istisna, Diminishing
Musharakah, Muswammah and other |slamic modes as briefly explained in note 6.3 to
these financial statements

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 financing is recognised in
accordance with the principles of Islamic Shariah However, income, if any, received which
does not comply with the principles of 1slamic Shariah is recognised as charity payable as
directed by the Shariah Board of the Bankl

22 These financial statements are the separate financial statements of the Bank in which
imvestrents in subsidiaries are catried at cost less accumulated impairment losses, it any,
and are not consolidated The consolidated financial statemerts of the Group are being
lssued separately,
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3 STATEMENT OF COMPLIANCE

3.1 These financial statements have been prepared in accordance with the approved
accounting standards as applicable in Pakistan. Approved accourting standards comprise
of such International Financial Reporting Standards (IFASs) issued by the International
Accounting Standards Board and Islamic Financial Accounting Standards (IFASs) issued
by the Institute of Chartered Accountants of Pakistan, as are notified under the Companies
Ordinance, 1984, provisions of and directives issued under the Companies Ordinance,
1984, the Banking Companies Ordinance, 1962, and the directives jssued by the SECP
andthe SBR Wherever the requirements of the provisions and directives issued under the
Companies Ordinance, 1984, the Banking Companies Ordinance, 1962, the IFAS notified
under the Companies Ordinances, 1984 and the directives issued by the SECP and the
SBP differ from the requirements of IFAS, the provisions of and the directives issued under
the Companies Ordinance, 1984, the Banking Companies Ordinance, 1962, IFAS notified
under the Companies Ordinance, 1984 and the directives issued by the SECP and the
SBF shall prevail.

3.2 The SBP through its BSD Circular Mo, 10 dated Algust 26, 2002, has deferred the
implementation of International Accounting Standard {1AS) 39 - "Financial Instruments
Recognition and Measurement" and |AS 40 - "lrvestment Property" for Banking
Companies in Pakistan, till further instructions. Accordingly, the requirements of these
Standards have not been considered in the preparation of these financial statements.
Further, the SECP has deferred the applicability of International Financial Reporting
Standard (IFRS) 7 "Financial Instruments: Disclosures" through its 5. 8.0 411(1/2008
dated April 28, 2008. Accordingly the requirements of this standard have also not been
considered in the preparation of these financial statements. However, investments have
been classified and valued in accordance with the requirements prescribed by the SBP
through various circulars

3.3 IFRS 8"Operating Segments" was effective for the Bank’s accounting petiod beginning on
or after January 1, 2000, All Banking Companies in Pakistan are required to prepare their
annual financial statements in line with the format prescribed under BSD Circular Mo, 4
dated February 17, 2006, 'Revised Forms of Annual Financial Statements’, effective from
the accounting yvear ended December 31, 2006 The management of the Bank belleves
that as the SBP has defined the segment categorisation in the above mentioned circular,
the SBP requirements prevail over the requirements specified in IFAS 8 Accordinghy,
segment information disclosed inthese financial statements is based on the requirements
laid down by the SBF

3.4 The SBFP vide BED Circular Mo, 07 dated April 20, 2010 clarified that for the purpose of
preparation of financial statements in accordance with International Accourting Standard -
1 (Revised), 'Presentation of Financial Statements', two statement approach shall be
adopted e separate 'Profit and Loss Account' and 'Statement of Comprehensive Income'
shall be presented, and Balance Sheet shall be renamed as 'Statement of Financial
Position', Furthermore, only the surplus / (deficit) on revaluation of available for sale (AFS)
securities |s required to be included inthe 'Statement of Comprehensive Income'. However,
it should continue to be shown separately in the Statement of Financial Position below
equity Accordingly, the above requirements have been adopted inthe preparation of these
finandal statemerts.
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3.5  The 3BF vide itz BPRD Circular Mo 04 dated February 25 2015 has clarified that the
reporting requiremerts of IFAS-3 for slamic Banking Institutions (1BIs) relating to annual,
half yearly and quarterly financial statements would be notified by SBP through issuance
ot specific instructions and uniform discosure formats in consultation with 1Bls. These
reporting reguirements have not been ratified to date. Accordingly, the disclosures
requirements under IFAS 3 have not been considered in these financial statements.

36 Standards, Interpretations and amendments to published approved accounting
standards that are etfectlve In the current year:

361 IFRS 13, 'Fair value measurement, was made applicable from periods beginning on or
after danuary 1, 2015 vide SECP circular 833(1 /2014 which resulted in additional
disclosure as given in note 37 to these financial statements.

There are certain other new and amended standards and interpretations that are
mandatory for the Bank's accounting periods beginning on or after January 1, 2015 bt 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.

A7 Standards, interpretations and amendments to published approved accounting standards
that are not yet effective

371 The following standards, amendments and interpretations of approved accounting
standards will be effective for accounting periods beginning on or after January 1, 2016:

Effectlve date
{accounting
perlods beglinning
onor after)
IFRS 15, 'Revenue from contracts' 1-Jan-18
IFRS 14, 'Regulatory Deferral Accounts' 1-Jan-16
145 1 - Presentation of Financial Statemerts - Disclosure 1-Jan-18
Initiative (Amendment)
A5 16 'Propearty Plant & Equipment’ & 1A% 38 'Intangible 1-dan-16
Assets' - Classification of acceptable method of
Depreciation and Amortization (Amendment)
Annual improvements 2014; IFRS 5, Non-current assets 1-Jan-18

held for sale and discontinued operations', IFRS 7 'Financial
Instrumerts: disclosures' & |1AS 19 ' Emploves Benefits'

There are certain other 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 will not have any significant effect on the Bank's operations
and are therefore not detailed in these financial statemerts.

3.7.2 Early adoption of standards

The Bank has not early adopted any new or amended standard in 2015,
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4 BUSINESS COMEINATION

4.1 Acquisitionof KASE Bank Limted

During the current year, under the 'Scheme of Amalgamation of KASB Bank Limited with
and into Bankislami Pakistan Limited under Section 47 of the Banking Companies
Ordinance, 1962°, hereinafter referred to as 'The Scheme’, KASE Bank Undertakings
have been acquired and amalgamated with the Bank The Scheme is effective from May
7,2 G,

KASE Bank Undertakings as per the Scheme means the business and all assets and
liakilities, of the then KASE Bank Limited of whatsoever nature and wherever situated

The atorementioned scheme was prepared by the State Bank of Pakistan (SBP) and
placed before the Federal Government of Pakistan for its approval The Federal
Government of Pakistan in terms of the powers conferred to it under section 47 of the
Banking Companies Ordinance, 1962 sanctioned the scheme of amalgamation of KASB
Bank Undertakings with and into Banklslaml Pakistan Limited on May 7, 2015 with
immediate effect.

As required under International Financial Reporting Standard 3, (IFRS 3) 'Business
Combination', the balances of KASE Bank undertakings have been incorporated at their
provisional fair values as determined by an independent firm KPMG Taseer Hadi & Co,
Chartered Accountants. Their valuation is being carried out using the balances as
appearing in the financial statemerts of KASE Bank Limited as at May 7, 2015 duly audited
by Ernst & Young Ford Rhodes Sidat Hyder, Chartered Accountants. The reconciliation
between audited balances and the provisional fair values is given in note 4.3 below

Subsequent to the above amalgamation, the operations of the defunct KASE Bank Limited
have been amalgamated and vested Into the Bank with effect from May 7, 2015
Consequently, the entire undertaking of the KASE Bank Limited including all the
properties, assets and liabilities and the rights and obligations as defined in the atoresaid
scheme stand amalgamated with and vested into the Bank as at May 7, 2015 Accordingly,
the assets and liabilities Included in the statement of financial position also include
balances of the defunct KASE Bank Limited.

The KASE Bark Limited at the time of acquisition by the Bank had the following three
subsidiaries (both direct and indirect) which by virtue of amalgamation have now become
subsidiaries of the Bank:

Name of Entlty Percentage Nature of
of hokding relatlonship
1 Wiy Solutions Caorporation Limited 100, 00% Direct
2 KASE Securities Limited 7 12% Direct
3 Structured Ventures (Private) Limited T12% Incdirect

3 Serving you, the Right way




The Bank is in the process of corverting the conventional portfolio of the defunct KASB
undertaking into Shariah compliant products and intends to complete it within a reasonable
petiod of time. The acquisition of the KASB undertaking will assist the Bank in promoting
the shariah compliant banking to the customers of the defunct corventional bank by
targeting a diversified customer base (constituting a mix of high profile corporate and retail
customer base). The acquisition s expectedto bring in synergies resulting in overall growth
af the Bank.

4.2 International Financial Reporting Standard 3, (IFAS 3) "Business Combinations", requires
that all identified assets and liabilities acquired in a business combination should be carried
at fair values in the acquirer's balance sheet and any intangible assets acquired in the
business combination are requiredto be separately recognised and carried at fair values,

The acquisition has been accourted for by applying the purchase method in accordance
with the requirements of IFRS 3 (revised) 'Business Combinations'. IFRS 3 allows the
acquirer a maximum period of one year from the date of acquisition to finalise the
accounting for business combination. |dentified assets acquired, liabilities assumed or
incurred have been carried at the fair value as at the acquisition date. The fair valuation
exercise is in progress and will be finalised within the period of one year as allowed under
IFRZ 3. Any adjustment arising at the time of finalisation of this exercise will be
incorporated with retrospective effect from the date of acquisition.

The fair valuation exercise is being carried out by M KPMG Taseer Hadi & Co Chartered
Accountants (an independent professional consultant) engaged by the Bank for this
purpose. Detalls of the provisional fair values of the assets acquired, liabilities assumed
and purchase consideration and the resultant goodwill recognised are as follows:

May 7,2015

hNote Rupees in '000

Fairvalue of assets acquired (provisional) A4, 045, 081

Falrvalue of liabilities assumed (provisional) (58,780,327

Met llabilities assumed - based on provisional values (6,743, 248)
Purchase Conslceration:

Cash payable (13

Falr value banefit of financing rom SBR 4.2.1 2,952 536

2,052 535

Excess of purchase consideration over net assefs (2,780,711)

4 21 This represents the fair value benefit of the subsidised financing which was to be received
as on May 7, 2015 by the Bank from the State Bank of Pakistan for the liguidity support
(refer note 15.1.2) The amount of financing was received subsequent to May 7, 2015,

4.3 The provisional fair values and carrying amourts of identifiable assets {including intangible
assets) and liabilities of the defunct KASE Bank Limited at the date of acquisition are as
follows:
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4.341

Cash and balances with tieamury banky 5705500 -

Balances wih othsr banks 856 a0 - 266,801

Imvestmpris 29.2583,118 (817,891} 25,895 255

Advances 10428751 860,264 11,028 966
Opurating fhnd sayeis 2,157,083 - 8157083

Intangicle recognisad on acquiaition  4.3.1 - 40,800 40,800

Dipfermad tax saswis - not 8,142,789 (30,978} 8,111,811

Othor esssts - nat 151% !?g 1%11:?46

LIABELITIES

Bily puymbie T3, - TE9. 5 |
Borrowinga 213,208 - 319,208

Daposits and pther anoours &7 330,004 - 57,330,064

Other liabiltes i B37 - i 837

Fair Ve of Nt a0ty avuires —Emy _TEw

In addition, the finandal statements of the defunct KASE Bank Limited as at May 7, 2015
duly audited by Ernst & Young Ford Bhodes Sidat Hyder include a sum of Bs. 981,410,000
represerting advance against issue of right shares which has been treated and disclosed
as a part of equity This amourt does not form part of the KASE Undertakings acquired and
amalgamated with the Bank as per the Scheme. A case has been filed in respect of this
matter, details of which are disclosed in note 22.5 to these financial statements.

Intanglble recognised on acquisition

Consequent to the amalgamation of the defunct KASBE Bank Limited with and into the
Bank, the Bark has recognised the following intangible asset as at the acquisition date of

May 7, 2015 .
Rupsss in 000

Core depoait Inmngibis 40,800

This intangible asset relates to core deposits of the defunct KASE Bank Limited and
represents the funding benefit that would be available to the Bank on account of availability
of funding through deposit customers rather than from the wholesale or inter-bank markets,
This benefit also considers the fact that the economic lifetime of these deposits is longer
than their cortractual life. Based on this assumption, this intangible asset has been valued
using certain valuation technigues and is being amortised Keeping in view the life
expectancy of the core deposits

The fair value of this identifiable intangible asset has been determined using an income
approach, by anindependent valuer. The income approach begins with an estimation of the
annual cash flows, which a market participant acquirer would expect the asset to generate
over a discrete projection period The estimated cash flows for each of the years in the
discrete projection period are then converted to their present value equivalent using a rate
of return appropriate for the risk of achieving the asset’s projected cash tlows. The present
value of the estimated cash flows are then added to the present value equivalent of the
residual value of the asset (if amy) at the end of the discrete projection period to arrive at
an estimate of the fair value of the specific asset.
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In applying the income approach, the Bank used the Multiple-period Excess Earnings
Method ("MEEM") to determinge the value of the above intangible. Under thiz method the
value of a specific intangible asset is estimated from the residual earnings after fair returns
on all other assets employed (including other intangible assets) have been deducted from
the asset’s aftertax operating earnings.

The valuations are based on irformation at thetime of acquisition and the expectations and
assumptions that have been deemed reasonable by the Bank’s management. It has been
assumed that the underlying assumptions or events associated with such assets will ocour
as projected.

4.4  Thefair value of the gross contractual receivables representing advances and lendings as
at the acquisition date amounts to Rs. 11,009 million. Gross contractual amourts for the
aforementioned receivables due is Rs. 24,959 million. The management believes that out
of the total gross contractual receivables, a gross cortractual amount of As. 13,858 million
is expected to be uncollectable The uncollectable amaounts of receivables and impairment
of investments arising on account of fair valuation exercise have been disclosed as
"Provisions transferred from amalgamated entity” in the respective notes.

45 The figures pertaining to post combination revenue and profit or loss pertaining to the
operations of the defunct KASE Bank Limited have not been given as the same is
considered impracticable mainhy on account of the fact that the majority of the portfolio has
been corperted to Shariah complaint products and made part of the acquiree entity. The
annualised profit and loss account of the combined entity cannot be presented as the
tinancial results of the acquired entity are not available for the relevant cut-ott period.

5 BASIS OF MEASUREMENT

51 Accounting convention
These financial statements have been prepared under the historical cost convention,
except that certain fixed assets, certain irvestments, foreign currency balances and
commitrmernts in respect of foreign exchange contracts have been marked to market and
are carried at fair value. Further, staff retirement benefits as discussed innotes 86 and 34
to the financial statements have been carried at present values as determined under the
International Accourting Standards (1AS) 19 (revised) 'Employee Benefits'

5.2 Functlonal and Presentation Currency

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

5.3 Roundingoff

Figures have been rounded off to the nearest thousand rupees unless otherwise stated
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6.1

Crltical accounting estimates and Judgments

The preparation of financial staterments in conformity with approved accourting standards
as applicable in Pakistan requires the use of certain critical accounting estimates. It also
requires management to exercise its judgment in the process of applying the Bank's
accounting policies. The significant accounting areas where various assumptions and
estimates are significant to the Bank's financial statements or where judgment was
exercised in the application of the accourting policies are as follows:

a)  Critical judgment in classification and valuation of investmerts in accordance with
the Banis palicy (notes 6.2 and 10),

(b)  Fairvalues of assets acquired and liabilities assumed in a business combination
(rote 4).

(¢} Provision for non-performing |slamic financing and related assets (notes 6.3 and
11.18),

(dy  Determination of forced sales value of underlying securities of non performing
Islamicfinancing and related assets (note 11.16.3.2),

(e)  Impairment of irvestments in equity instruments of subsidiary associates and non
associate ertities (notes 8.25 and 10).

() Staff retirement benefits (notes 6.6 and 34,

(g)  Depreciation and amortization methods of operating fixed assets (notes 6.4 and
123,

(hy  Assumption and estimation in recognition of provision for taxation (current and prior
vears) and deferred taxation (notes .5, 17 and 29).

Estimates and judgments are continually evaluated and are based on historical experience
and other factors, including expectation of future everts that are believed to be reasonable
under the circumstances. Actual results may differ from these estimates.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accourting policies applied in the preparafion of these finandal statements
are set out below These have been consistently applied to all the vears preserted.

Cash and cash equivalents
Cash and cash equivalents for the purpose of cash flow statement comprise of cash and

balances with treasury banks and balances with other banks in current and deposit
accounts.
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6.2 Investments

6.2.1 Classitication

Irvestments of the Bank, other than investments in associates and subsidiaries are
classified as follows

(@) Held-for-trading
These are investments which are either acquired for generating profits from short-term
fluctuations In market prices or are securities included in a portfolio for which there is
evidence of a recent actual pattern of short-term profit taking

(b} Held to-maturity

These are investments with fixed or determinable payments and fixed maturity and the
Bank has the positive intent and ability to hold tham il maturity

{(c) Avallable-for-sale

These are imestments, other than those in subsidiaries and associates, which do not fall
Under the 'held for trading' or 'held to maturity' categories

6.2.2 Regular way contracts
All purchases and sales of investments that require delivery within the time frame
established by regulation or market corvention are recognised at the trade date, which is
the date on which the Bank commits to purchase of sell the Investments.

6.2.2 Inltial recognition and measurement
Imestments other than those categorised as 'held for trading' are initially recognised at fair
value which includes transaction costs associated with the investment. [nvestments
classified as 'held for trading' are initially recognised at fair value and transaction costs are
expensed in the profit and loss account,

Premium or discount on debt securities classified as available for sale is amortised using
the effective profit rate method and taken to the profit and loss account.

6.2.4 Subsecquent measurement
Subsequent to initial recognition investments are valued as follows:
{(a) Held-for-trading

These are measured at subsequent reporting dates at fair value Gains and losses on
remeasurement are included in the net profit and loss for the year

(b) HelcHto-maturity

These are measured at amortised cost using the effective profit rate method, less any
Impairment loss recognized to reflect irecoverable amount.
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(c) Avallable for sale

Quoted / Government securities are measured at fair value. Surplus / (deficit) arising on
remeasurement 15 included in the statement of comprehensive income but s Kept In a
separate account shown in the statement of financial position below equity The surplus /
(deficit) arising on these securities is taken to the profit and loss account when actually
realised upon disposal

Unguoted equity securities are valued at the lower of cost (which in the case of business
acquisition would be the fair value al the acquisition date) and break-up value Break up
value of equity securities is calculated with reference to the net assets of the investee
company as per the latest available audited financial statements. Investments in other
unquoted securities are valued at cost less impairment losses, if any.

(cl) Investments Inassoclates

Associates are all entities over which the Bank has significant influence but not cortraol
Investments in assodiate is carried at cost less accumulated impairment losses, if any

{e} Irwestments In subsidiaries

Subsidiaries are all entities over which the Bank has significant control Investments in
subsidiary is carried at cost less accumulated impairment losses, if any

6.25 Impalrment
Avallable for sale and Held to maturlty Investments

Impairment loss in respect of investments classified as available for sale and held to
rraturity (except sukUK certificates) is recognised based on management's assessment of
objective evidence of impairment as a result of one or mare 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 inthe value of sukuk certificates 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
directhy in surplus on revaluation of assets on the Statement of Financial Position below
equity is removed therefrom and recognised in the profit and loss account. For investments
classified as held to maturity, the impairment loss 15 recognised in the profit and loss
account,

Investment In assoclates and subsldlarles

In respect of investment in associates and subsidiaries, the Bank reviews their carrying
values at each reporting date to assess whether there is an indication of impairment Such
indication may indude significant and prolonged decline in the market value, significant
changes with an acverse impact on the entity, carrying amount of net assets in excess of
farket capitalisation etc. Any basis applied in this respect should be justifiable in view of
other factors present for the entity The amount of impairment is determined based on the
higher of value in use and fair value less cost to sell. Impairment loss is recognised in the
profit and loss account
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6.26 Gains or losses on sale of investments are included in profit and loss for the year,

6.2 Islamic financing and related assets

6.31 lslamic financing and related assets are financial products originated by the Bank and
principally comprise of Murabahah, Istisna, ljarah, Salam, Muswammah and Diminishing
Musharakah financing and the related assets

As a general rule, funds disbursed, under financing arrangements for purchase of goods /
assets are recorded as advance. On culmination, financing are recorded at the deferred
sale price net of profit. Goods purchased but remaining unsold at the statement of financial
position date are recorded as inventories,

Murabahah to the purchase orderer is a sale transaction wherein the first party (the Bank)
sells to the client / customer Shariah compliant assets / goods for cost plus a pre-agreed
profit after getting title and possession of the same. In principle, on the basis of an
undertaking (Promise-to-Purchase) from the client (the purchase orderer), the Bank
purchases the assets / goods subject of the Murabahah from a third party and takes the
possession thereof However, the Bank can appoint the client as its agent to purchase and
take possession of the assets / goods on its behalf. Thereafter, it sells it to the client at cost
plus the profit agreed upon in the promise.

Import Murabahah is a product, Used to finance a commercial transaction which consists
of purchase by the Bank (generally through an undisclosed agent) the goods from the
toreign supplier and selling them to the client after getting the title to and possession of the
goods. Murabahah financing is extended to all types of trade transactions | e., under
Documentary Gredits (LCs), Documentary Gollections and Open Accounts.

Istisna is a contract where the buyer (the Bank) orders the client (seller / manufacturer) to
manufacture and deliver specified goods at an agreed contract price upon completion
|stisna is used with Wakalah agreement to provide financing mainly to manufacturers. Thus
the transaction consists of two stages: (i) Bai Istisna whereby the Bank purchases goods
from the client and (i) Wakalah whereby the Bank after receipt / possession of goods,
appoints the client its agent to sell the goods in the market.

ljarah is a contract where the owner of an asset transfers its usufruct (i.e the usage right)
to another person for an agreed period, at an agreed consideration.

The rentals received / receivable on ljarah are recorded as income /revenue. Depreciation
on ljarah assets is charged to profit and loss account by applying the accounting policy
consistent with the policy for depreciation of operating fixed assets.

Salam is a sale transaction where the seller undertakes to supply some specific goods to
the buyver at a future date against an advance price fully paid on spot

Muswammah is a contract where the Bank purchases tangible identified goods from client
at an agreed purchase price. The Bank then sells the goods in the market through agent
(Clienty at a higher price to earn its desired profit.

Anrual Raport 2015 ‘?




Diminishing Musharakah represents an asset in joint ownership whereby a partner
promises to buy the equity share of the other partner urtil the title to the equity is totally
transterred to him. The partner using the asset pays the proportionate rental of such asset
to the other partner (the Bank).

Musharakah / Mudarabah are different types of partnerships in business with distribution of
profit in agreed ratio and distribution of loss inthe ratio of capital invested.

6.32 |slamic financing and related assets are stated net of general provisions and specific
provisions against non-performing |slamic financing and related assets which are charged
to the profit and loss account.

Spechtic provision

The Bank maintains specific provision for doubtful debts based on the requirements
specified in the Prudential Regulations issued by the SBP

General provision

In accordance with the Prudential Regulations issued by the SBR the Bank maintains
general provisions as follows:

Secured Unsecured
Consumer financings 1.5% 5.0%
Small erterprise financings 1.0% 2.0%

The net provision made / reversed during the year is charged to the profit and loss account
and accumulated provision is netted off against Islamic financing and related assets
Islamicfinancing and related assets are written off when there are no realistic prospects of
recovery

6.2.3 ljarah Financing

ljarah financing executed on or before December 31, 2008 have been accounted for under
finance method, thereafter all ljarah financing are accounted for under IFAS-2

(a)JUnder finance method, the present value of minimum ljarah payments have been
recognised and shown under Islamic financing and related assets. The unearned income
i.e the excess of aggregate ljarah rentals over the cost of the asset and documentation
charges under ljarah facility is deferred and then amortised over the term of the |jarah, so
as to produce a constant rate of return on net investment in the ljarah. Gains / losses on
termination of ljarah contracts are recognised as income on a receipt basis. (Ncome on
ljarah is recognised from the date of delivery of the respective assets to the mustajir
(lesses)

(biUnder IFAS -2 method, assets underlying ljarah financing have been carried at cost less
accumUlated depreciation and impairment, if any and are shown under [slamic financing
and related assets Rentals accrued from |jarah financing net of depreciation charge are
taken to the profit and loss account. Depreciation on |jarah assets s charged by applhying
the straight line method over the ljarah period which is from the date of delivery of
respective assets to mustajir upto the date of maturity / termination of ljarah agreement.
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6.4 Operating fixed assets and depreclation

6.4.1 Property and equipment

Fixed assets otherthan freehold land and building on leasehold land are stated at cost less
accumulated depreciation and accumulated impairment losses, if amy. Freehold land and
building on leasehold land are carried at revalued amount less any accumulated
depreciation and subsequent impairment losses The revaluation exercise is carried out on
annual basis.

Depreciation is computed using the straight-line method by taking into consideration the
estimated useful life of the related assets atthe rates specified in note 12 2 to the financial
statements. Depreciation on additions / deletions during the vear is charged for the
proportionate period for which the asset remained in use.

Subsequent costs are included in the assets' carrying amount of are recognised as a
separate asset, 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 Mairtenance and normal repairs are charged to the profit and loss account as and
when incurred.

An item of property and equipment is derecognised on disposal or when no future
economic benefits are expected from its use or disposal.

Residual values, useful lives and depreciation methods are reviewed and adjusted, if
appropriate, at each reporting date.

Gains and losses on disposal of property and equipment, it any, are taken to the profit and
loss account.

6.4.2 Capltal work In progress
These are stated at cost less accumulated impairmert losses, If any.

5.4.3 Intanglble assets
Intangible assets having a finite usetul lite are stated at cost less accumulated amortisation
and accumulated impairment losses, it any Such intangible assets are amortised using the
straight-line method over the estimated useful lives. The useful lives and amortisation
method are reviewed and adjusted, it appropriate, at each reporting date. Intangible assets

having an indefinite useful life are stated at acquisition cost, less impairment losses, if any

Amortization on additions / deletions during the year is charged for the proportionate
period for which the asset remained in use

Software and other development costs are only capitalised to the extent that future
economic benefits are expected to be derived by the Bank

Anrual Raport 2015 ‘?




6.4.4 Impalrment

At each reporting date, the Bank reviews the carrying amounts of its assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of impairment loss. Recoverable amount is the greater of net selling
price and value in use.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount. Impairment [oss is
recognised as an expense immediately in the financial statements except for impairment
loss on revalued assets, which is adjusted against related revaluation surplus to the
extent that the impairment loss does not exceed the surplus on revaluation of that asset.

Where an impairmert loss reverses subsequenthy the carrying amount of the asset is
increased to the revised estimate of its recoverable amount to the extent that the
increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset in prior yvears, &
reversal of an impairment loss is recognized as income immediately except for
impairment loss on revalued assets which is adjusted against the related revaluation
surplus to the extent that the impairment loss does not exceed the surplus on revaluation
of assets.

6.5 Taxatlon
6.51 Current

The provision for current taxation is based on taxable income for the year at current rates
of taxation, after taking into consideration available tax credits, rebates and tax losses as
allowed under the seventh schedule to the Income Tax Ordinance, 2001, The charge for
current tax also includes adjustments, where considered necessary relating to prior
vears, which arises from assessments f developments made during the year

6.5.2 Deferred

Deferred tax is recognised using the balance sheet liability method on all major
temporary differences between the carrying amounts of assets and liabilities used for
financial reporting purposes and amounts used for taxation purposes. In addition, the
Bank also records deferred tax asset on available tax losses. Deferred tax is calculated
using the rates that are expected to apply to the period when the differences reverse
based on tax rates that have been enacted or substantively enacted by the reporting
date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilised,
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The carrying amount of the deferred tax asset is reviewed at each reporting date and
reduced to the extert that it is no longer probable that sutficient taxable profits will be
avallable to allow all or part of the deferred tax asset to be utilised

The Bank also recognises deferred tax asset / liability on deficit / surplus on revaluation
of securities and operating fixed assets which is adjusted against the related deficit /
surplus in accordance with the requiremerts of the International Accounting Standard 12
- Income Taxes

6.6 Siaff retlrement benetits
6.6.1 Deflned beneflt plan

The Bank operates an approved funded gratuity scheme for its permanent employees.
The liability recognised in the statement of finandal position in respect of defined benefit
gratuity scheme, is the present value of the defined benefit abligation at the statement of
financial position date less the fair value of plan assets. Contributions to the fund are
made on the basis of actuarial recommendations. The defined benefit obligation is
calculated periodically by an independent actuary using the projected unit credit method.
The last valuation was conducted as on December 31, 2015

Amourts arising as a result of "Remeasurements”, representing the actuarial gains and
losses and the difference between the adtual investment returns and the return implied by
the net interest cost are recognised in the statement of financial position immediately,
with a charge or credit to "Other Comprehensive Income" in the periods in which they
OCEUr.

6.6.2 Deflned contributlon plan

The Bank operates a recognised contributory provident fund for all the permanent
employees. Equal morthly cortributions are made both by the Bank and the employees
at the rate of 10 % of the basic salary The Bank has no further paymert obligations once
the cortributions have been paid. The contributions made by the Bank are recognised as
employee benefit expense when they are due.

6.7 Revenue recognition

6.7.1 Profit on Murabahah and Commodity Murabahah is recognised over the life of
Murabahah on an accrual basis. Profit on Murabahah transactions for the period from the
date of dishursement to the date of culmination of Murabahah is recognised immediately
on the culmination date.

6.7.2 Profit from Istisna is recorded on an accrual basis commencing from the time of sale of
goods till the realisation of proceeds by the Bank. Profit from Diminishing Musharakah,
Salam and Muswammah are recognised on a time proportionate basis.
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The Bank follows the finance method in recognising income on ljarah contracts written
upto December 31, 2008, Under this method the unearned income i.e. excess of
aggregate ljarah rentals over the cost of the assel and documertation charges under
ljarah facility is deferred and then amortised over the term of the ljarah, so as to produce
a constant rate of return on net investment in the ljarah, Gains / losses on termination of
ljarah contracts are recognised as income on a receipt basis. Income on ljarah is
recognised from the date of delivery of the respective assets to the mustajir (lessee).

Rental from ljarah contracts entered on or after January 01, 2009 is recognized in the
profit and loss account over the term of the contract net of depreciation expense relating
to the ljarah assets,

Provisional profit of Musharakah / Mudarabah financing is recognised on an accrual
basis. Actual profit / loss on Musharakah and Mudarabah financing is adjusted after
declaration of profit by Musharakah partner / mudarib or on liquidation of Musharakah /
Mudarabah.

Profit on classified financing is recognised on a receipt basis.
Dividend income is recognised when the right to receive the dividend is established.
Gains and losses on sale of investments are recognised in the profit and loss account.

Fee on issuance of letter of credit and acceptance is recognised on receipt basis as
generally the transactions consummate within an accounting period. Fee on guarantees,
it considered material, is recognised over the period of guarantee.

Profit on Sukuks is recognised on an accrual basis. Where Sukuks (excluding held for
trading securities) are purchased at a premium or discount, the premiums / discounts are
amortised through the profit and loss account over the remaining lifte of Sukuk, using the
effective yield maethod.

Financlal Instruments
Financlal assets and financlal llabllitles

All financial assets and financial liabilities are recognised at the time when the Bank
becomes a party to the cortractual provisions of the instrument. Financial assets are
derecognised when the Bank loses control of the contractual rights that comprise the
financial assets Financial liabilities are derecognised when they are extinguished, ie
when the obligation specified in the cortract s discharged, cancelled or expired. Any loss
on detecognition of the financial assets and financial liabilities is taken to income directly
Financial assets carried on the statement of financial position include cash and balances
with treasury banks, balances with other banks, due from financial institutions,
investments, Islamic financing and related assets and certain receivables and financial
liabilities include bills payable, due to financial institutions, deposits and other payables
The particular recognition methods adopted for significant financial assets and financial
liabilities are disclosed inthe individual policy statemerts associated with them
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6.8.2 Offsetting of financkal Instruments

Financial assets and financial liabilities are off-set and the net amount is reported in the
financial staterments only when there is a legally enforcaable 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 reported on a net basis in the financial statemerts, only when permitted by the
approved accourting standards as applicable in Pakistan,

6.8.3 Derlvatlves

Derjvative financial instruments are recognised at fair value In case of equity futures, the
fair value js calculated with reference to quoted market price Derivatives with positive
market values (i.e unrealised gains) are included in other receivables and derivatives with
negative market values (i.e unrealised losses) are included in other liabilities in the
staterment of financial position The resultant gains and losses are taken to the profit and
loss account.

6.9 Forelgncurrencles
Functlonal and presentation currency

ltems included in the financial statements are measured using the currency of the primary
economic ervironment in which the Bank operates. The financial statements are preserted
in Pakistani Aupee, which is the Bank's functional and presentation currency

Forelgn curtency transactions

Foreign currency transactions are translated into local currency at the exchange rates
prevailing on the date of transaction. Monetary assets and liabilities in foreign currencies
are translated into rupees at the exchange rates prevailing at the statement of financial
position date. Forward exchange promises are revalued using forward exchange rates
applicable to their respective remaining maturities.

Translation gains and losses
Translation gains and losses areincluded in the profit and loss account.
Commitrments
Commitments for outstanding forward foreign exchange contracts are disclosed at
contracted rates. Contingent liabilities / commitments for letters of credit and letters of
guarantee denominated in foreign currencies are expressed in rupee terms at the
exchange rates prevalling on the reporting date.

6.10 Acceptances
Acceptances comprise promises by the Bankto 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 off balance sheet transactions and
are disclosed as contingent llabilities.

Anrual Raport 2015 ‘?




6.11 Flduclary assets

Agsets held In a fiduciary capacity are not treated as assets of the Bank in the financial
statements.

6.12 Provislons and contingent assets and llabllitles

Provisions are recognized when the Bank has a presernt legal or constructive obligation
arising as a result of past everts and it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and a reliable estimate of the
amount of the obligation can be made Provisions are reviewed at each reporting date and
are adjusted to reflect the current best estimates.

Contingent assets are not recognised, and are also not disclosed unless an inflow of
economic benefits is probable. Contingent liabilities are disclosed unless the probability of
an outflow of resources embodying economic benefit is remote.

Provisions for guarantee claims and other off balance sheet obligations are recognised
when intimated and reasonable certainty exists for the Bank to settle the obligation. Charge
to the profit and loss account is stated net of expected recoveries.

6.12 Buslness Combination

Business combinations are accounted for by applying the acquisition method. The cost of
acquisition is measured as the fairvalue of assets given, equity instruments issued and the
liabilities incurred or assumed at the date of acquisition. The consideration transferred
includes the fair value of any asset or liability resulting from a contingent consideration
arrangernent, if amy Acquisition related costs are expensed as incurred. [dentifiable assets
acquired and liabilities and cortingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date The excess of the
consideration transferred over the fair value of the Bank's share of idertifiable net assets
acquired is recorded as goodwill If this is less than the fair value of the net assets acquired
in the case of a bargain purchase, the difference is recognised directly in the profit and loss
account,

Goodwill acquired in a business combination is measured, subsequent to initial
recognition, at its cost less accumulated impairment losses, if any However, the State Bank
of Pakistan vide jts letter no BRRDIREP-02YE25-112/2-16/13918 dated June 2, 2016 has
allowed the Bank to carry goodwill at December 31, 2015 without testing for impairment.

Acquisition of non-controlling interests (NCI) is measured at the proportionate share of the
MNCI in the fair value of the net assets acquired by the Bank The excess of fair value of
consideration transferred over the propaortionate share of the NCI in the fair value of the net
assets acquired is recognised in equity.
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6.14

Segment reporting

A segment is a distinguishable component of the Bank that is engaged in providing
products or services (business segment) or in providing products or services within a
patticular economic ervironment (geographical segment), which is subject to risks and
rewards that are different from those of other segmernts. The Bank's primary format of
reporting is based on business segments

6.14.1 Business segments

Trading and sales

It includes equity, foreign exchanges, commaodities, credit, funding, own position
securties, placements and Islamic financing and related assets.

Retall banking

It includes retall Islamic financing and related assets, deposits and banking services
offered to its retail customers and small and medium enterprises.

Commerclal banking

It includes project finance, expott finance, trade finance, ljarah, guarantees and bills of
exchange relating to its corporate customers.

Support Centre

It includes the assets and liakilities relating to support functions at Head Office and their
related income and expenses

6.14.2 Geographlcal segment

6.15

6.16

The Bank has 317 branches Including 124 sub branches (2014 213 branches Including
90 sub branches) and operates only in Pakistan

Assets acquired In satistaction of claims

Assets acquired in satisfaction of daims are stated at the lower of the financed amount
and their market value at the time of acquisition. The Bank carries out periodic valuation
of these assets and any decling in their value below the recognized amount is charged to
the profit and loss account. These assets are disclosed in other assets as specitied by the
SBER

Earnings per share

The Bank presents basic and diluted earnings per share (EPS) for its shareholders Basic
EPS is calculated by dividing the profit attributable to ordinary shareholders of the Bank
by the weighted average number of ordinary shares outstanding during the year. Diluted
EPS is determined by adjusting the profit attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding for the effects of all dilutive
potential ordinary shares, it ary
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8.1

With National Bank of Pakistan In

418 2014

CASH AND BALANCES WITH TREASURY BANIKS — Fipass In 00—
Naota
In hand
- local currshey 2,304,559 1,658420
= formégn curmancy 347,816 254,139
With the State Banl of Pakistan in
- local curmency curment acooumt 7.1 4515510
- forelgn cumency deposit accounts
Cash Resarve Ascount 7.2
Special Cazh Ressrve Account 7.3
LS Doller Clearing Account

- local cumancy current acoount

This represents Rs. 46815510 million (2014 3,262 935 million) held against Cash
Reserve Requirement and Statutory Liquidity Requirement. The local currency current
account is maintained with the State Bank of Pakistan (SBP) as per the requirements of
Section 36 of the State Bank of Pakistan Act, 1956, This section requires banking
companies to maintain a local currency cash reserve in the current account apened with
the SBP at a sum not less than such percentage of its time and demand liabilities in
Pakistan as may be prescribed by SBEP

As pet BSD Circular Mo, 15 dated June 21, 2008, 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 8% is required to be maintained with SBP on FE-25 deposits as
specified in BSD Cireular Mo 15 dated June 21, 2008, Balance held under this account s
non-remunerative.

Mole 2016 2014

BALANCES WITH ODTHER BANKS — Rupsss In D00 —
In Pakistan

- on cument sccounts 4,544 8188

- on dapasit accounts 8.1 " =] aa

4837 - 3

Outside Pakiatan

- on eurrent asccunte P8, ;

= on daposit sccounts - -

These represent deposits with various Islamic commercial banks under Musharakah and
Mudarabah arrangements. The expected profit rate on these arrangements is 3.5%
(2014 §%) per annurm.
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- Conquered
~ New Frontiers

This year, Banklslami signed a deal for acquisition of CitiBank
House Financing portfolio. Deployment of iMal across all its
branches was also successfully executed.
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8.1

g2

3

Note 2015 2014

BUE FROM FINANCIAL INSTITUTIONS — Rupeas in "008 —
Suluk Murabahah a1 53458 8418
Commodity Murabahah - local cumency a.2 38,824,201 7,389,208
Bal Musajal SR 10,764,368
Chher placomants 32 A00 -
Provialon againat Sulkuk Murabahah a1 {5,344) {6,418)
Provialon againat placaments - tranafemad from the {32 400) -
amalgamated antity

In prior years, the Bank entered into Sukuk Murabahah arrangement under which the
Bank appointed its client as an agent under asset purchase agreemerts to purchase the
underlying sukuk from open market on its behalf and later sell them on deferred
Murabahah basis. The maturity date of the deal was February 08, 2009 The Bank has
recovered an amount of Rs 1 089 million during the current year The Bank is making
efforts to recover the outstanding balance and has made a provision against the
outstanding amount.

The Bank has entered into Commaodity Murabahah agreements under which the Bank
purchases an underlying commodity from open market thraugh an agent and sells it to a
financial institution on credit with profit. The profit rates on the agreements range between
B.02% to 8.70% (2014: 9. 50% to 10.00%) per annum and the agreements have
maturities ranging from 4 days to 185 days (2014 2 days to 182 days)

Particulars of emounis dus from financlal nsthriions

with reapect to curmencian:
2018 2014
— Rpeas i G0 —
- In Incal cumency 39,861,970 18,145,083
= In foralgn clemency - .
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102

Kola 18 aid
e R0 1N U ——

MYESTHENTS
Investmants - Islamic 104 o4.129, 558 o0.654 552
Invesimeants - Convertional (relating o defunct KABE Bank Limbsd) 102 1,768,670 -
(1] —
Irvaeimandy by fypées
coglg 014
Mok ] ~ ey T & Tokal
e Bank collpiornl the Eank ool lsteral
[Raupess In BN
Sorplinhls for aals sasurition
Bulaak F Cartiicaiss 104 - 1 -
Uniix of Opan-and mutusl furnd (103 H - 21 - 21
Orcinary Shans of Betod companies 104 282 B4 - 242 a5 - -
Bal Muajal 0.4 | 22,060,283 - | 22080202 - -
. k")
Bubsldary M8  1M,016 191,06 181 16
Tiote) Irevemtmerss 52 eost “THIEWE - SIsAE T RS = WIS
Less: Provislon fior diminution In
valuse of Insatmente 10,18 (48, 125) - (45,125 (38.207) - (20,297
Imvasimanis - net of Provislons : = 5 —ESTELEE 5 W
Dhafick on revakesdion of
sveliabla-for-als zeourties M2 {265,502} s (26, 502) {138,300} 2 (128,30
Trod rvoatments of remined vades LT - S TAaE e - 0,004 BEL
Comrantional irvestments by type [relating te defunct KASD Bank Limited) *
i Total
Asalishis for sala sasuritiea 104
Orcinary Shama of Bxisd companias
Crlinary Shama of unieisd companian
Lisied Trm Frsnos Cerifiostss
Unistad Tarm Flnances Cartficsies
Haid to makaity secwritise
Winetod T Firancs Cortficiios 10.5 x21.601
Bunpchrias 10.9 1,680,111
ernldnrive 2488, 703
Total bvvoatmaenis ab Balr valus 237
Lacsen: Pronislon for diminution [n ths value of inssatnmnts 1040 (5,080,981} - {5, 060 963)
Totm! investments 5t it veive — 1.TREENT - T.765,870
Surplus J (Daflak] on remiustion of svalishis-Tor-saln sanuriiies - -
Tetn! brverimante of markol wobne. = T, TeE - T ren70

* Thasa imaminsenls are snsier procss of aorwemin | Rquidalion




MNota 25 2014

------ Rupaas in "I} cmeeae
10.3 Invastments by seomants
Fadaral Govemment Sacuntes
GOP ljarah Sukoaks 104 5330423 28,490 163

Crthar Fedaral Govarnment Sacuritias
Bai Mugjjal with Government of Palistan 104 22 Ge5 2ol =
tthrough State Bank of Pakistan)

Sukukcortificates
Sukuks - Unlisted 104 1,474.815 2,180,875

Fully parl up ordinary shams ! Units

Listed Companies 104 1,084,858 -
Unlisted Companies 104 1185020 Z
Units of Oper-End mutual funds 105 2 21

Torm Finance Cartificates, Debontures, Bonds and
Partcipation Tam Cortihcates:

Listed Companies 104 108212 Z
nlisted Companies 104 & 108 Add 42 =
Subsidiarias

FA5E Securte s Limted 108 2354 527 -
Banklslami Modaraba Inve strents Limited 108 191,018 191,018
fuby Solutions Comporation Limited 108 104,771 =

Associates - Unlistad

FASE Capital Limited no 41,887 =
kaSE Furds Limited 105 432302 =
Mew Hornzon Explomtion & Poduction Linmited 105 a6, 000 -
Shakargan] Food Products Limited 0o 527,542 -
Total mvastmoent at cost 41,028,544 A0 AR20EE
Less: Povision for diminution in value of inve strments 1010 5, 127.088) (28,207
Invastmants - nat of provisions 36,511,480 A0, THE A5
LCefict on revalugton of available-for-sak securties 22 D ] (138,305

Total investmant at markoet valua AR AR5 DS R




10.4

Available for sala sacuritias

Nameof the investes oo mpany

Sukuk Carific ates

Fadaral Government
llarh GOP Sukuk -0
llarh GOP Sukuk - 10
larh GOP Sukuk - 11
lamh GOP Sukuk- 12
larh GOP Sukuk - 12
llarh GOP Sukuk - 14
llarh GOP Sukuk - 15

Othars

WA P DA Second Sukuk Cerdificaks
WAPDA Third Sukuk Ceificates
Pak Elkctron Sukuk

Arrtesx Sukuk

Engm Ferfilzer Sukuk

Secyurity Leasing Sukuk

Mesw Allied Elkectronics (LG) - Sukuk
Suj Southem Gas Company Sukuk
Eden Housing Sukuk

Optimus Sukuk

k-Electric Azm Sukuk 2

Other Federal Governmant Securities
Eai Muajial with Govemmentof Pakistan
(thmugh State Bank of Pakistan)

Drdinary shams - Listed
Dalrmen City REIT

FASE Modarba Limitked *
Agritech Limited *
K-Ekctric *

Ordinary shams - Unlistad *

Evolvence Capital Limikd - Incomporaidin

Ertish Wigin lzknds

Pakiztan Export Firance Guarntee
Aoy Linibed

KSR Invest (Privak) Limnited

Term Finance Certific ates - Listed ”
Telkcad Limied

Trust Investrent Bank Limited

Word Call Blecom Limited

Term Finance Cerificates - Unlisted *
Agritech Limied

Arzgamd Mine Linited (2 Esue)
Shakamanj Milks: Linnibed

Mot 2015 2014
Mumber of Cartifica tes | Shams

; 13760
3 28750
; 025
: 26050
) 4075
104.1 16,000 15,000
1042 78,256 62,503
045 AMm0 134,00
1044 22600 22600
1045 60000 &0000
1046 50000 55000
; £5.000
047 2,00 2,000
104 8 11000 11000
048 120000 12000
10.4.10 50000 50000
3 50000
10411 51,000 50000

it Mot

0412 4 nlcabke  Appliable
200585 -
10,446,767 :
21,425,858 ;

2028 :

5,400,000 .
56,8044 -
4,805,000 :
10.4.13 2,000 -
10.4.14 8,000 -
10.4.15 90,248 -
10.4.16 0,000 -
10.4.17 5,600 :
10.4.18 20,000 :

Face
Value

Rz 100,000
Rz 100,000
Rtz 100,000
Rz 100,000
Fz 100,000
Rtz 100,000
Rz 100,000

Rz &,000
Rz 6,000
R=&000
R=&,000
R=5,000
F=&, 000
Rz&,000
Rz& 000
R=&,000
Rz & 000
R=&,000

Mot
Applicab ke

Rz 10
Rz 10
Rz 10
Rz 10

UE0 00845

Rz 10
Rz 10

R=5000
R=5000
R=5000

R=&,000
R=&000
R=&,000

2015 2014
GCost Cost
—— Rupsasin 000 ——
- 1,576,000
- A082 064
- ans2 T4
- £ra0.804
- A520.84T
1500907 1504 546
ThX 516 6,345 538
JE R I B
227337 2584 724
180 574 175,740
85715 128,871
21,280 2,280
- M 514
2,080 2,080
£6,000 £6,000
480,000 500,000
22800 22,800
- 20,837
252 452 254 258
T4Td 5o
22080 2o
242 pd5
9 ATE
TH) 256
el
TUE At
1158 30
5 A80
28000
T 180
AR
2481
74,140
106,312
149 857
27 980
45000
P
55, S50 D0 ST IR

Thease represent investmeants acquired from defunct KASE Bank Limited upon amalgamation of KAZE
unckerta king with and into Banklzlami Pakistan Limited,




10.4 1 The profit rate on these Sukuks comprises of six morths weighted average vield of six
morth market treasury bills minus 30 basis points. The principal is redeemable on maturity
in March 2016 These are backed by Government of Pakistar's Sovereign Guarantee.

10.4.2 The profit rate on these Sukuks comprises of six morths weighted average vield of six
month market treasury bills minus 200 basis points. The principal 1s redeemable on
maturity in June 2017 These are backed by Government of Pakistam’s Sovereign
Guarantee.

10 4.3 These carry profit at therate of six months KIBOR minus 25 basis points (2014: six months
KIBOR minus 25 basis points) receivable on semi-annual basis with maturity in July 2017
The principal is repayable in 12 equal semi-annual installments with first instaliment falling
due in the &4th month from the first drawdown date. The issue amourt and rentals are
backed by Government of Pakistan’s Sovereign Guarantee,

10.4.4 These carry profit at the rate of six months KIBOR plus 100 basis points (2014 six months
KIBOR plus 100 basis points) receivable on semi-annual basis with maturity in October
2021. The principal is repayable in 14 equal semi-annual installments with first installment
falling due inthe 18th month from the first drawdown date. The issue amount and rentals
are backed by Government of Pakistanm’s Sovereign Guarantee.

10.4.5 These Sukuks carry profit at the rate of three months KIBCR plus 175 basis poirts (201 4
three months KIBOR plus 175 basis points) receivable quartetly based on Diminishing
Musharakah mechanism with maturity in September 2016, The outstanding principal has
started its redemption in & equal quarterly installments from June 2015,

10.4 6 The Sukuks have been matured in October 2012 As per the terms, principal was due to
be redeemed in 12 consecutive quarterly instaliments with the first such instaliment falling
due not later than the end of 27 months from the last draw down. These Sukuks are
backed by guarartee of Rs. 740 million from the Bank of Punjab (BoP). Durifig 2010,
Amtex defaulted in its principal repayment. Consequently, the Bank suspended the accrual
of profit on the Sukuk 1n 2011, the Bank called the guarantee given by the BoP which was
stayed by Lahore High Gourt in a case filed by Amtex In 2014, the Gourt has ordered BoP
to deposit the amourt of guarantee with the Gourt till the disposal of the case The Bank
has also filed recovery case against Amtex and BoP, however, in view of BoP guarantee
no provision has been made against the sukuk

10,47 Since last restructuring, these Sukuks carny profit at the rate of 0%, (2014 0%). The
accrued profit amourt will be repaid in six equal monthly installmerts starting from 43rd
morth. Principal to be repaid in 48 months starting from April 2010 As per the restructured
plan, principal will be repaid in 36 monthly installments and the accrued portion of profit
upto March 2011 has been waived.

However, the issuer was unable to comply with the above restructuring plan and has
exected a revised restructuring plan which has been approved by the minority sukuk
holders. Currertly, the customer is not making any payment as per the restructuring plan
approved by the minority sukuk holders
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1048 These cary profit at the rate of three months KIBOR plus 300 basis poirts (2014: threes
months KIBOR plus 300 basis points) receivable semi-annually with the maturity in
December 2012 The principal was to be repaid in 6 consecutive semi-annual
installments, the first such installment falling not later than the end of 30th month from the
date of issue. As a security first pari passu charge over all present and future fixed assets
amounting to Bs. 800 million of the company, irrevocable guarantee of a Financial
Institution and Personal Guarantee of sponsoring directors has been provided. The
customer has defaulted in its payments towards the Bank. An amount of Bs. 55 million
has been deposited with the Bank over which lien in favour of the Bank has beenmarked.
Hence, no provision has been recognised by the Bank

10.4.9 These carry profit at the rate of three months KIBOR plus 75 basis points (2014; thras
morths KIBOR plus 75 basis points) receivable on quarterly basis. The purchase price
and rentals are backed by Government of Pakistar’s Sovereign Guarantee As a security
first pari passu charge over fixed assets of the company and equitable mortgage on
selected land and building with 25% margin had been provided.

10.4 10 These Sukuks carry profit at the rate of three months KIBOR plus 300 basis points for the
pefod between Jung 30, 2013 and Jung 29, 2014 (201 4: three months KIBOR plus 300
basis points for the period between June 30, 2013 and June 29, 2014) receivable
guarterly based on Diminishing Musharakah mechanism with maturity in June 2014 The
customer has defaulted in its payment towards the Bank As a security, charge over
hypothecated assets amounting to Rs. 2,445 million (inclusive of appraximately 33 5%
farging and a charge over the mortgaged property of the company amaourting to RAs
1,820 million {inclusive of 10% margin) has been created by the issuer in favour of the
trustee.

104 11 These carry profit at the rate of three months KIBOR plus 225 basis poirts (2014: three
morths KIBOR plus 225 basis points) receivable quarterly with maturity in March 2017
The principal is fully redeemable on maturity As a security exclusive hypothecation
charge has been provided on the assets of the company

10,4 12 This represents Bai Muajjal agreements entered into with SBP on behalf of Government
of Pakistan whereby the Bank sold Sukuks having carrying value of Rs 21,225 million
(2014: Rs. 9,510,997 million) to SBP on deferred payment basis. The average return on
these transactions is 6.12% (2014: 9.79%) per annum. The balance is due on Novermber
17, 2018,

10,4 13 These carry profit at the rate of six months KIBOR minus 375 basis points receivable on
semi-annual basis with maturity in May 2015, The principal was repayable in 13 unequal
semi-annual installmerts. The customer has defaulted in its payment and the amount has
been fully provided.

10,414 These carry profit at the rate of six months KIBOR minus 185 basis points receivable on
sermi-annual basis with maturity in May 2015 The principal was repayable in 13 unegual
semi-annual installmerts. The customer has defaulted in its paymert and the amount has
been fully provided.

10.4 15 These carry profit at a fixed rate 16% recelvable on semi-annual basis with maturity in
October 2021, The principal is repavable in 14 equal semi-annual installments The
customer has defaulted in its payment and the amount has been fully provided
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10,418

10.4.47

10.4.18

iR et

52

10.5.3

These carry profit at the rate of sixmonths KIBOR minus 175 basis points receivable on
semi-annual basis with maturity in November 2014, The principal was repayable in 13
unequal semi-annual installments. The customer has defaulted in its payment and the
amount has been fully provided.

These carry profit at the rate of six months KIBOR minus 225 basis points receivable on
semmi-annual basis with maturity in November 2014 The principal was repayable in 14
installments where first 4 installments of Be 1 per certificate and 10 subsequent
installments of As, 400 6 per certificate. The customer has defaulted in its payment and
the amount has been fully provided.

These carry profit at the rate of six months KIBOR minus 225 basis points receivable on
semi-annual basis with maturity in September 2016 The principal is repayable in 10
equal installments of Rs. 500 per certificate. The customer has defaulted in its payment
and the amount has been fully provided.

Held to mahrity securitiss
Kama of the Fvresies company Notw Figl]
“TRENDET oF Face Valus Cont

Rupess In 009
Torm finenos coriifioaies *
Axgard Nine Limibad {3rd lesue) 1651 000 Re 5,000 BO,041
Agritech Lirnited {dth lswue) 10.6.2 18488 Ra B,000 92,145
Axgard Nina Limind (Sih izsua) 1053 55,883 Ra 5,000 1 15

Thesa reprasant investmants acquired from defunct KASE Bank Limited upon amalgamation of KASE
undertaking with and into Bankl slami Pakiztan Limted.

These carry profit at the rate of six months KIBOR plus 225 basis point receivable on
semi annual basis with maturity in December 2014, The principal is repayable in fourteen
installments with first four installiments of Re. 1 per certificate and subsequent ten
installments of Rs. 499 6 per certificate. The customer has defaulted in its payment and
the amount has been fully provided

These carry profit at the rate of six months KIBOR plus 225 basis point receivable on
semi-annual basis with maturity in December 2014, The principal is repayable in 14
installments with first 4 installments of Re. 1 per certificate and subsequent ten
installments of Rs. 499.6 per certificate. The customer has defaulted in its payment and
the amount has been fully provided

These carry profit at the rate of zero percent coupaon with maturity in December 20186,
The principal is repayable in 7 semi Unequal installments in 5 vears inclusive of 1.5 years
grace period The customer has defaulted in its payment and the amaount has been fully
provided.
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Datalls of investrmants in Mutisal Fusds

e of barsuins fumd

Opét = dbibind ssarbusdl Tussls
Meszan Cash Fund
Meszan lelamic Fund
Maazan ksdemio Inooms Fund
ey Paakinican] Fund

Guality of Avallabis for Sals Socuriition

Do | CortPoiuirietds = {abrk it rlimiek wob b ¥ ek}
|jmrsh GOP Sulouk - D
[jarah GoOP Sudask - 10
Nl GIOP Radod - 11
Ljmrmh GOP Buluk - 12
[jmrmh GOP Sulouk - 13
Ijarah GOP Subouke - 14
Ilansh BOF Rubok - 19
WAPTIA Bacoml Buluk Cortllicatos
WAPDA Third Sukuk Cerifiosisa
Pk Elaldron Limded Bulask - Suladk
Aurkier Badodk - Badod
Engro Chemicals Fakisian Limiied - Bulnk
Semuity Lesaing - Bulnuk
M Alled Blsatronios (LO) - Sulak
Ful Bovuiorr G Ceve ey Lrritont - Sl
Edan Hossing - Sasoak
Dptimus - Sk
K-Blsatrio Azrn Sudask 2
ok 6 sspminomt rivebuns Bericks [l v veilom}
Meszan Cash Fad
Meszan kelamic Fund
Maeazan kalamio Inoors Fund
Ricriey Balirese] Fusnd

Gther Fadenl Govemment Sseurilies
Bal Muafal with Covarmment of Paklatan
(runoug Sriask Pl oof Pabidaraie)

Onllnmry shares - Lisisd
Dolmen Ty RET
KAHE Mesdarba Limiled =
Agpritmch Limied =
K-Bacirio =

Ol e’y oyt = L) Btk ™™
Evolverce Caplia LimBad - Incorponsted In
Brillsh Virgin lelands

Paldetan Export Finanos Ouasmntes Agenoy Limiied

KAHR vl (Privitds) Ll

Term Fimos Carostes - Linfesd **
Toduoard Lim b
Tl Wbyt Bamdn | bl
Vorkd Gall Telecom Limited

Tarm Finasss Cartilloabes - Linibriad
Aguttieh LinHad
Azgerd Wins Limiind {3rd leaus)
Shakargan] bille Limiisd

Less Provsion for diminution n the value of invesimenis.

F 1l 2 2014
FumBer of uniln [
[Rapaas in B00)
188 158 B B
a2 20 ] ]
1ée 168 B B
1238 1,11 B B
= Fill
e}
Fia] ] 24 ool ] 04
Lasag 7 laallmn T Mating Rupeas I "800
(e inna Balsla] *
- Gort. Guarantued - T3 |
- Gout. Cusaranised - 5981, 758
- Govt. Cumranksed = 8,040,084
Al Gicrel. Guct rimibie] 2 B T15,E58
- Geart. Gusarantaed - 504,345
Govt. Cusanissd  Govt. Cuaranined 1 06,000 1,508,300
Govt. Cusranised  Gowt. Susranised TAM A00 B.225, 103
Ghirwt. Gosbtairhidd Eorel. Goh ek 215,832 334,114
Gl Gagranined  Giowl. Guarsnbeed 134,800 174,837
A A ] 128,50
Linmriad Linrated 231280 2280
A A - 224,818
Wrraied Urraind 108D 3001
Urraded Urrximd BE.L00 B500
AN Ak~ 450,000 B00,000
Lrarhind Lk 42,800 52,800
BEB+ A - 20,837
Ak A, 254454 258, 750
L - 17X
AA BAT} B L]
A2+ A2+ 2 18
A4 o) B i
Uirsctaed A2+ 1B w
o

* Entty'a rating wes umad whens sulade and shamns raling wans not svallabla,

Pabtaban Limisd.

™ Thiciss Pphicbil nAerisnts Sodquined from defuret NASH Bank Limited upan avesligamrion of IKARE urdeteling with and (o Saniiakiml
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Holding Brask p Ceast

Detalls of Imvestment In subsidardes % v s ot
par shars —— Fuspaas in 000 ——

Listed
KABE Bacuritios Limitad * T2 93T 2.2384.837 -
Chiall Execuihva: Mr. Shahid Al

10,448 787 Orclinary shares of Re. 10/- asch
Lindbpted
Banicetaml Modaraba [mesebments Limiad
Chial’ Bxcacutiva: Mr. Aziz Al

8,000,000 (2014 8,000,000} Ondnary

shanss of Ra 10~ sach 100 15.54 181,013 181.013
My Sokrons Corporation Limted = 100 141 104,771 .

— PR TS

Datalls of Immestment in assoolaten Hoiding Mumber of oL =
S [ Blmaren —— Rupsen In 000 —

KABE Caplal Limiisd - inceponitsd in Mauritius 21.78 263,000 41,8657 -
flormarty KASE inismalional Limiwd - Unlisied)
Fapa valus par shara: USD 1 ~
Bragkeum valise par hara: Re. 104.50 /- [hassd on
uriniied finandsa wstormos for o pedod amisd 30 Bapberiter 2015
Chinf Exscuiive: Hot svaliabls

KASE Furss Limitad 4388 14,123522 482 02 .
Fos walus par shara: Re. 10 -

Braaii-up valua o shara: Re. Q445 [besad on
urandfind Minanclal staismanis for the yeer ended 31 Dec 2016
Chrisf Exnauihvs: Mr. Khaldoon Bin Laif

New Hortzon Explomrdian snd Produnstion Lienbed d328* 81.800,000 E6E, 000 -
Faey valus per shars: Re. 1 /- and Ra, 10 -
Brosk-up valus par srare: Be. 1.085 beesd on
unsuditad finsncisl shetemaris for e yesr andad 20 Juns 20165]
Chiaf Ewemrihv Mot svaliabls

Shaloargan| Faod Progpcts Linbed 402  &0,060,000 627,02 -
Faues veluws por sbhwarer R 10 /-
Bresk-up valus par siare: Re. 12.15- [based on
unsudited finencisl sistarmars for e ponod ended 24 Dec 2045]
Chisf Fwacirihese Lir. Ahgan M. Saleam

* Thie iotal effucihye holding ls 453.23% with dinec holding being 18.84% and Indimed] holding being 23.58%,

1S5 2014

Particular of provision for diminardion in the valos of Invesimenta Mot e RUIS By RO
Cpening baiance 39207 -
Changa for the yiar
Rawvarsal during tha year u -
Trarafer fram the amalgamated antity B 170 540 -
Revarsed on dspoasl (82,5021 =
Closing balance 10401 ~ EINOEE T 37

[E==trns s Il e e ]
Bresk up of provision for diminution kn the value of Investments |= as follows:
Imvestmannts - Islamlo 46,135 a8 17
vattmants - Comvwvantioral {ralating to defunct KASE Bank Limiteed) 5,080,963 -
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10.10.2 Particulers of provislon In respect of type and segment

Aorallnbde for sale Imestments

Lsted Tam Financa Cartificatons

Uniwied Term Finance Certificates

Orelinary whvires of [ebed companies

Ordinary sharss of KAER hodarsha (raleted parly)
Cminery shares of unlivied companles

Hald to mathurity sscuritise
Unistsd Term Finance Certificates

Aseackaion

Mew Horlzon Explorstion & Production Limbed

KASE Funds Limied

KASE Capltal Limkad (Formady KASE Intemational Limdtad)

Dusbrabeliaries

Barkiglami Modaraba Irnsesiments Limiled
KAEE Sacurities Limited

My Solutions Corporation Limked

1 IELAMIC FINANCING AND RELATED ASBETE AND ADVANCES

Indamic financing and related soscto - net
Adivances (relaiing to defunct KASE Bank Limfiad)

111 BLANMIC FINANCING AND RELATED ABSETS

In Pakdrtan

-  Murahahah inencing and elated scsts

izflana financing and naleted sasois

Diminishing Musharakah - Houzing

Diminlzhing Musharakah fnanciyg s ndlated sosats

Against Blis - Murabahah
Poogt Dumb Adeprtarsah
Ealarm

Muzwammah Anancing and related sssats
Financing to ampioyees

Houglng finanpe porifolio

Mat Imastment In [Jamhb finencng in Pakisen
[jarah fingheing undsr IFAS 2 and miated assets
Gross Mnancing and related ssssts

Laas: Provishon againat nob-parferming lalemic financing
and relxisd seeeix
- Gpaciiic
- Ganemal

lnlemic finencing snd reirted sssets — net of provislons

1141
1.2

Ha118& 1.1

114 & 1.10

11.8

115
1.7
147

11.13
118

1115 & 1146
1115811486

2R w4
—— Rupsss in 900 —

38,207

68,260,608 41,007,058
3315668 -
AT RTEE
30,965 464 16,458,950
11,851 754 6,048,722
5,510,884 5,673,340
B454 808 4,121,138
62,512 97,348
1 568 3247
2,000,000 .
5 485,379 7.191,343
1,847,138 1,158,080
64,208,787 38 682,735
B3 880 98,282
B4, 345 59,405
4414721 2 830,534
88,540,933 41,893,118
(2.455,621) (524,414)
(133,703) (78,844
Eiﬂﬂ& a1 087,058
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1.z

"3

14

1.5

1"1s

"y

1n.e

Loana, cash cradis, nnning finances, aic.

In Pakiztan
Oulpide Paddstan

Mot Invasiment in finence leass
Iry Palkdwbar
Chiskle Paldatan

Bils discountad and purchased (xcluding tresmury bils)

Payabis In Paldstan
Payable outeide Pakistan

Advanves - gross

Less: Prowvialon for non-parforming Financngs

- Spacific
- Ganaral

Advanoes - net of provision

Murabahah ficancing and reisted sssats

Murabahah financing
Advance sgainst Murabahah finencing

laiiersa fingting snd relibed aessls
Istizna finsncing

Avance againat Ixtiana rancing
Istiana invamorias

Salam

Advance agalnst Ealom

Dimindshing Hushembkah financing and mrelated asssts - Others

Diminishing Musharskesh financing

Advanos sgalnst Diminishing Hulhu:hh finaneng

Riuswsmnah financing and relsied sasats

|jnrsh fnencing under IFAS 3 and relsted sesals

Met book valua of exsate undaer IFAS 2
Advance against [jarsh finencing

11.13

MI5&11.18
.15 4 11.18
Mate 2015

TR

{10,947.5658)
(1,880)

L

204

19,858,140 13,004,733
11,308,708 2454 3247
4 ATE 498 398297
B,BIL 7 2,063 884
1,802,534 908 821
2,000,000 -
6,086,850 4,118,838
7650 1200

T BAEARE T ATHTE

1,848,665
3818,

11.14 3,805,102
509,819

4,857 267
3,534,085

2487 367
383287
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11.9 Murabahah financing and related assets includes financing amourting to As. 50 million (2014
As. Mil) and advance amounting to Rs. 1891 million (2014: Rs. Nil) under Islamic Export
Refinance Scheme.

11.10 Istisna financing and related assets includes financing amourting to As. 150 million (2014: As. 80
million) and advance amounting to As. 831.25 million (2014: Bs. 508 million) under Islamic Export

Refinance Scheme.

141 Murabahah b prica (R rardesctions during s ykar)
Purchasa price (for raneactions during tha vear}

11.111 Dwfwrred Murshahah Incoms

Opening batance
Ariaing during the year
Reergnizad during the year

11.112 Murshahah recsivabls

Opaning Entanes

Eales during the year

Racaived during the yaar
1112 Partieulars of Islambc financing and ralsbed assets
11121 Inlowl cierenay

Fig L 2014
——Rupsss In TH——-o

48134 052 33,870,070
(48,872.886) (32,337,157)
TS 1SaTs

A3HG 135,081

1,261,166 1,332,913
(1,336345)  (1,144,428)
I
13004723 8,577,204

48,184,062 38670070
(41,480,836) {27,242,541)
TR TR

83,115,027 41408587

In foralgn sumancy - 291,529
HENREE THEETE
11.12.2 Short-tarm ( for upio ona yaear) [0, O |
Long-term [ for owar ona year) N,
1112  Net imvestmemt In Barsh ficancing In Pekistan and finaroe lssss
e piip” |
Lasler thamn Lober thmn
Mot uter ot hter
than one m.‘: M"“.: Himn one ::;"':. M!,“M“ Traand
FREC | ftww yoars FEAT ive youre
pasa In
gmmetess T oM - wmm omm oy 0 . oo
[ ] - &
mrt;n [barah paymnte —Fﬁ% EHTE = T%_ITEE_E:%E = !ﬂ%
- (RLs -
Mm““'“"hh“ i 00 43 £3443) _[1.381) 202] {1,053}
T —— Fal 7.972 - 841 20,124
2R 2rid

R U PR (1 ) m—

11131 Break up of nat iInvealmant in [jersh Mnencing and FMnancs laasd

etamic financing and rolsied svswie - nol
Auhvanoss [relsting o dafunot KASE Bank Limisd)

04,440 B8 465
600,140 -
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1144 garsh Assets

il )
o e e Bk
A ut = As at Asat Aawt aa ot Rude ot
semusry | AdNon! | tar | Jenuary | CRERR | o nar | Dessnner | DoPTRCition
o1, 2015 | tdaletlom] | 5y es | ge, 2y | delelona}| o s | 3, 3005 %
[, m=—1]
Pient v Meshinery A74000  1IBSEE  SEEATT BN 2 ADED  ESEEM  IETHl 205
(31, 522) (23, 505}
Wb 278 404 2XTONDE 4 TFO80 14,138 ENAB {30 3512311 R2-3amy
{200, 35T} [RS8, BTH}
1638404 24880 BTIRNTT 1201007 BET. 018 1,B28.2T6 3906102
A=t EEd) (209, TBC}
A
P T S SRR Ty Bk
An ut — As at Asat Anmt s wt Rube of
Jemuary | AdNon | ey | ey | RO | o | Dessnaner | DoFTReiion
1, 2004 | faletions] | oy onta | 1,204 | eleSongl| o ams | e %
[,
Plant v Mecitny 730,138 2 MBAT  SMACH TRANT? 0 PR SRLERR 4201 P0HER
£18,540) (140,205}
Widhickn 1802138 107401 2704404 == ey 404 52 Y18 149752368 2313
225,12, [TER, 178}
22T 1 EXXB0A  1BS8AM BEY, 124 BET BG4  1.2M,087 2467367
{480,876) (200441}
11141 Nt imvestment In §arah financing - IFAS 2
oAy B
Liskar than Ladsr than
lous then o ] ez o b 1]
yaar i yuarn e five yaamn
Toipess In T
Borah rorials embvebla 1291 192,774 - AT S 1,500,417 .

.13
urder non-parferming aistus a8 followa:

Islamin financing and rlated asssts Inchile Re. 16,230.960 millon (2014:; Re 1,061,929 millon} which have been plamd

il
Cwinggry of Chssified lslamic firmncing and
Clmeiionfion phopbrmedihbeionghadt o Provisdem FBaaqelmed Previsian Held
]
Othar Assate aspackally
mantioned (OAEL} 160,565 - 158366 - - - - - -
Eubsiandard B50 500 - B850 300 168,17 - 168,747 164,717 - 156,717
Doulin 280 Da0 - 32900 138,008 - R 138008 - 138,000
Loz - - "
pi-p[ ]
Categerny of Ch asified lzlamic firanoi d
Gl liicaficn E‘f:ﬁed am;g grg‘:&%'}'ﬂ;‘g Provdinton Reoulmed Proviston Helkd
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11.16.1

11.16.2

11.16.3

111631

11.16.3.2

1.17

11.974

Particukars of provision against non-performing Islamic financing and rekted assets and advances:

[ L LS I
| Epeciic | Genmeral | Taotal Spaciic Ganaral | Tatal |
---------------------- [Rupsss 10 - meeees
Cpening bakance S2d, 414 TE Sl (=Nl 55,047 47 470 = ]
Transfer o he amalgamaed enity 13,819, 255 B2 13825902 - - -
Charge for the vaar 24 ez ST 7T AT 7 e 056 =74 TCH &30
Feversals {1,347, 551) F {1,247 551 {1 23.485) E {123 485)
(o i) RG] (G700, 258 Ta 4] =74 22 255
Arnountwriten off (53,662 i (S E52) 2 .
Transfamed Form prosision sgainst
off - balanc: sheat digatins (nok 18:4) TE, 0= - TE - - -
Hosing balance T3 4073, 750 T35, 53 13,5838 752 24, 474 FET:EE £ 58
[ WS AL |
| Epecihic | Deanmsral | Talal Spacific Ganaral | Tatal |
---------------------- [Rupses TN T - meeees
t=lzrric 2,455,624 13300 2508 M2 Sad, 414 T Eidd &M Dsa
Gormentions 10,57, 538 1000 000420 - - -
173,400,155 35,553 13, 538752 Sad, 414 TE Bl =)
215
Feversalzs net of fairvalue adjustrnent taken to profit and ioes account Rupmes in [
Gmes reversals 1,247,551
Charge forthe year [377,2132)
Fair value adjusted against myarsalk 230,7148)
Met revarzalz taken o the pofitand boss account ]
.1
Particukars of provizion against non-performing Izlamic firancing and rekted as=ets and advances:
| THE T4 |
| Specific | Cameral | Tatal Spacific | Gameral | Total |
---------------------- (RUpeas T T e meeees
In local curmency 13,403,159 135,953 13,538,752 Sad, 414 TE Sl £ S8
I foreign cumency . . - . . -
173,403,158 35,9593 13,5887 52 Sad, 414 F5 S £ b

The Bank maintainz general mzere (provision) in accordance with the applicable requirements of the Prudential
Reguktions for Conzumer Financing and Prudential Regukations for Small and Medium Enterprsa Financing izzued

by the SEP

In accordance with B30 Cicular Mo, 2 dated danoary 27, 2009 j=sued by the SBF the Bank has avaikd the banefit
of Forced Sak Value (F3W) of collatermls against the non-perfoming financings. The benefitavailkd as at Decembear

21, 2015 amounts 1o Bz, 238542 milion (2014: Rz 316283 million). The additional profit ansing from availing the
F3y banefit - net of tax as at Decambar 31, 20158 amounts 1o Rs. 185082 million 2014, Rz, 205 5% million). The
increasa in profit, due to availing of the banefit, i not avaikble for distribution of cash and stock dividend 1o shane

halde r=.

Particulars of wakbe offe

Againet provislons
Dirscity charpad to the profil and loss sceount

¥irite offe Fe. 500,000 and ahovs
Wit offie bdow R, 500,000

Dudnlis of financings writton off of Ra. 300,008 and abeve

—— Rupes I 000

B3.662

93,802

L

93,862

4

in tamn of sub-aacion(3) of sacion 33 A of the Bankdng Compeniss Ordinenne, 1962, the stetemsnt In regpaat of
writhen off finencings or any othar finenciel millsl’ of five hundmd houssnd rupsss or abova sliowsd to any parson =
raquired © bo daedcead The detalls of firarehal rallaf allowed during the year ks ghan a3 Annesnre - 1.

the Right
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Particulars of financing to directors, executives or officars of the Bank

Financing due by dirctors, executives or officars of the Bank or any of the m either zeverally or jpintly with any other

PR =S

Baknce at beginning of year
Financing arnted during the year
Repaymants

Baknce atand of year

Mote

11184

2015 2014
—-——-RLUpees in "T——
1,162,080 73125
1,158,502 478207
10,8420 (292 27
1,847 1389 1,152,050

11.13.1 Thia Includas Ra. 3585 milllon {2014: Rs. 3066 milon) mark up fres financing to empksyees given under the Bank’s

12

121

122

Huran Resours Pollcy.

OPERATING FOED ARSETS
Capital work-In-progaes

Proparty and squipmant
intanglide aassts

Capital wosk-in-progress
Advancas to suppliers s confractons

Civll warks (relating to dafunet KASE Bank Limbbed)
Advance for acquiring propariiss (relating fo defunct KASE Bank Limited)

- Qffica prmises
= Computer software

Frovigon for Impeirment sgeing scdusnos for saguirdng
fioar { offiza premipes (retating to defunct KAEE Bank Limibad}

121
122
123

H1E Hrid
i | R ——

101,483 .4
SIB8753 3,328,257
162,973 38,187

Property and wquipment
L]
0T [ FENALEATRNN DEFRECIRTION
fanitions | Trsmler tharguier | Tl Reat: ok vlew Flnla of
M M M M
immbiietel | Bowi | Dl ) ol i o o Dibariner ¥, Bezrostian
h'l-ﬂll.m i it _MHH:*_ =E "]
F L) ' | o iy ™ o | W Bastusierds] o uis H,mE
i b Wi
L i TR
il Lol 4B5.M0 - HEIR - Lk - & = - anaeT .
L I -
Bullding on 154840 LB RLIE = LA - T - - 286665 F
beeivnid 251 . -
54 L (o261}
A
Fari and 18200 War  Haam = ¥R MR TR BBG,HB 1,088, 0TF 1.062.672 1
b il L) s
- (7T}
Swetrioal, silloa 1Rs0 e T [TBEY) EB0GE85 1S HTAs Bedaod 1AM 12404 155
0 CHp - - [rAve)
LT - =
Yolokes 25 am HIm iy M@0 23R TIH oae  EHe 200 ]
- - =
BOOTANE  MTTRE AOTREN) [T deeAd0s TNITHTR RN (MTER AMaED 6880, 785
(o) ) {1}
Fid B (3L

 Thin ragewmmia s mrpied freen cidncl A Dark Limes! upn mmalgeereiie of BASH undarisiing sl e inka Brvveiar Pakilan |inied.
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123

Datalls of proparty and squipmant cieposad-ofT

Endmregihde asoed

COUT 1 REWALUTIONS DEFREIoN
fap || e las Clrgader| | Metbochmimam Pin of
“*H-MI e ol | im:ﬂl. luniﬂim
""'""“ I rovebdm| wite o] _“.“ FL0 | (e ",,."'"“"'
e
—_— e b ————
A - 408,745 - 5 o ST .
e v .
1406344 - - MW - awr - 1H8A° 2
1M - -
e * {2,407} ¢
W
1i-3%
2
The deiale of property and squipment depossd-oif during the year am discioasd in ‘Annexune |
Ea )
CORT AMORTHATION
Tarwir Chasge fr | Tl Vol bosk valew = Pt of
Aol Aaat Moot Al
_'“l_.; o i Dot | by 41, s ) Wi m'm“’ R
= mu-ﬂr v | 2w "-"'III; e '" *
Hapess In 98
44 0EE RMEM BG4 N7 0 N8l 2ET  42THE 118,187 |
2 + e AnEm - 174 3 154 ®oE  DFR-20
10
i
1 ABORTIATION
i bl et o Vi
| | 2t S| 2 | it |
oA L] BY™ T Ll Prasdens poyinn
[
1,607 0w .1

Compuinr eofaery

TRMEr T AN W
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124 GCost of fully depreciated properties and equipment that are still in the Bank’s use, as at
December 31, 2015, amounted to Bs. 785 225 million (2014: Bs. 730,922 million). The cost
of fully amortised intangible assets that are still in the Bank’s use, as at December 31, 2015
amounted to Rs. 148 284 million (2014 Rz 142535 million).

During the year 2015, the Bank's freehold land and buildings on leasehold land were

revalued by M/is Akbani & Javed, Harvesters Services and Ghandhara Consultants onthe
basis of their professional assessment of the present market value As a result of
revaluation the market value of freehold land and buildings on leasehold land were

determined at Hs. 3 798.573 million

Had there bean no revaluation, the carrying amount of revalued assets at December 31,

2015 would have been as follows:

o ot

Janvuey 1,
25

Prafit/ retum sccrusd in local cemancy

Frofit f rebum accrued in foreipgn cumency

Adbrarvais, deposdts, sdwirsas rant and o proguigmenie
Achvanes taxation (paymants loas proviskon)
Mon-banking sssets scquired in eatisfaction of cleims

Branch Adpdrant Assount
Definad Bonofit Pian assats
Goodwill

Bare tokaful eoma racevable
Fair valus realiesd on advancos
Insurancs claim recebwmbls

Car ljarah raposseasion

Racakmbls against Fret WAPDA Sulaik

Lenss mrms moslvable
Recalvabin against Mutual Funds
Othar recelvablas

Laax Provislon held againat other sssels

Cihar assate (net of provislons)

eyt ] — et bk i
Chags for it Dwawmiber
the ywar """';'::"" = M, 518
I74 528
571 84
Mote 2ms 2014
—— RuUpaas 1 B8d —
808 888 883,580
10 15
00,862 166,913
28,241

131 1,589,587 2,510
151,687 22,700

34 28513 11,582
132 278071 m

- 21,000
438,538 -

1321 18,548

3170 1,606

1323 50,000 50,000
44,841 -
642,970 -

223875 97,320

Tha market valus of Mon-Banking assats acquirad in satisfection of claima iz Re. 1,110,480 millon (2014: 280.784

milkon).

Boodwill

Qoadhwill racogissd on tha amaigamation of defunct KASE Bank Limbod

s
Rupsss In D80

2,780,711
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This represents goodwill recognised upon acquisition of KASE Bank Undertakings based
on provisional fair values of assets and liabilities as more fully explained in note 4 to these
financial statements. The Bank expecds the fair valuation exercise to be finalised within a
petiod of one year (from the date of acquisition e May 7, 2015) and goodwill will be
allocated accordingly to identifiable cash generating units. Further, the State Bank of
FPakistan vide its letter no BPRDIB&P -02YE25-112/2-16/13918 dated June 2, 2016 has
allowed the Bank to carry the goodwill at December 31, 2015 without testing for
impairment.

13.2.2 The amount of goodwill that will be deductible for taxable purposes Is Rs. 5743.248

million. This amount is provisional and will be finalised upon completion of tair valuation
exercise as more fully explained in note 4 to these financial statement

13.2.3 The Bank had purchased 10,000 certificates on June 25, 2008 of first WaPDA sukuk

133

14

13

184

through a negotiated transaction for a cash consideration of As. 50228 million having
face value of Rs 50 million. These certificates were available in the sellers Central
Depository Company (COC) account and on completion of the transaction were
transferred to the Bank’s CDC account. However, the periodic ljarah Rental dues were not
paid to the Bank on the plea that there exists certain discrepancy with respect to
ownership of the asset. The amount has been shown under "other assets" as the
certificates were matured in 2012 as per the terms of the sukuk issue The Bank has not
recognised any provision in respedt of the above amount as it is fully secured through a
lien over a deposit account.

Hola 18 M4
Provislon held sgeinst other zeepie —— Rupsss in 80
Opeaning balancs 58,063 35,027
Chargs for the ysar -
Raverzals - 5
Proviaion tranafarmad from #he amalgamaied antty 604,358 -
Closing balancs [ ) L4 ]
BILLE PAYABLE
In Paikdwtan 1,823,953 915,435
Cunizlde Pakistan - -

DUE TO FINANCIAL INSTITUTIONS

In Pakdsimn 3,187,770 581,000
Ouinlde Pakistan - 5
Detalla of dua to financial inetiutions secured / umsscunsd ST, .,
Secures
Accaptatcas from State Banlke of Pabdatan

wurwder lsiamic Export Rafinancs Schema 18141 1,038,350 E&1,00D
Accaptarces from Stabe Eank of Paldstan for Bquidiy support 16.12 2,168 420 -
Unsacurad
Call acosplanmes - -
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Eo B

The acceptances is on a profit and loss sharing basis and are secured against demand
promissory notes executed in favour of the State Bank of Pakistan (SBP). A limit of As.
5,000 milllon (2014 Hs. 1,000 milllon) was allocated to the Bankl by the SBF under
Islamic Export Refinance Scheme for the financial year ended December 31, 2015,

15.1.2 This reprezents a 10 year financing faciity of Hs 5000 million extendad by the State
Bank of Pakistan (SBP). The facilities is secured against Government of Pakistan ljara
Sukuk. The 10 year facility was provided on the basis of Mudaraba to be remunerated at
profit sharing ratio declared by the Bank on its remunerative current accounts an maonthiy

basis (the last declared rate inthis respect is 0.01% per annum),

Hotm s Hrid
153 Partieulars of dus to finenclal Instiutions with — Rupess 0 00
raapect bt cumenchn
In local cumsnoy 3.197.7H0 581,000
in foralgn cumencioa - -
5L A ikl
| DEPOSITS AND OTHER ACCOLUNTS
Cuasdtimnar
Fixad deposiis 47 405448 36,087,230
Savings depoalis 51.291.674 30,826,200
Current anorasTis - non-remunestive 44 844 730 18,854,028
Mangin aceounts - non-remuncrathva .14 162,023
TSRS T EOTNET
Finmmadal rmstitions
Ramunaraive dopasttn Bl Aad 1,113,184
MNon-rsmunarathm deposdis 220 443 1B8 282
TESISE T T B AT
in
- local curmancy 160,404, 857 B&,508, 108
- fanign curencias 285632156 1,744 ERB
TSGR T T
17 DEFERRED TAM ASBET 7 (LIABILITY) MNotw 2013 a4
———— Rupass In G
Daferred tax debite arising in respect of:
Ancurmubated tax lamies 1,820,070 | -
Tex credit sgainst minimum b 7A81T2 815488 (2821
Defick on revaication of avallable for sale secuitas B.925 (4B 418
Pravision for diminution In the vake of Imesments 580,441 {13,780
Provision against non-parforming ktamic nsncing and
reiated apssts and advances 3,882 9581 {27
Proviston for gradulty 1.253 -
impalmant of goodwil #2240 -
famh Inansing and relaisd assats 13,748 -
Othars 825210 -
7T T, T35}
DeTerred ax credits arising dus io;
Rarah inancing and rakatad assats - b [
Ancslermied tax depreciation (2¢1,923) 128,865
Surpiuz on revaluadon of fixed asots (858, 380) 338,587
Falr vidush sdjusirnents mibaling & net el scquined upon armaelgemation {172,778) -
Mat ivasimant in finance ixass (81,803) -
WU AR 99,8005
=TT S
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17.2

The Bank has aggregate tax losses of Bs. 10,073,334 million as at December 31, 2015
which includes tax losses of defunct KASE Bank Limited (now amalgamated with and into
the Bank). The management has carried out an assessment for estimating the benefit of
these losses, the Bank would be able to set off from the profit earned in future vears
against these carry forward losses, Based on this assessment the management has
recognised deferred tax debit balance amounting to Rs. 1,935.5588 million [including
deferred tax on minimum tax amounting to Rs. 315 488 million (2014: RBs, 262180 million
— representing deferred tax asset on minimum tax)]. The amount of this benefit has been
determined based on the projected financial statements for the future periods as approved
by the Board of Directors. The determination of future taxable profit is most sensitive to
certain key assumptions such as cost to income ratio of the Bank, deposit's composition,
Kibor rates, growth of deposits and financing, investment returns, product mix of financing,
potential provision against assets / financings, recoveries from non-performing loans and
branch expansion plan. Any significant change in the key assumptions may have an effect
on the realisibility of the deferred tax asset.

In case of another company the Division Bench of the Sindh High Gourt in its decision
dated May 7, 2013 on carry forward of minimurm taxinthe cases of taxable loss for the vear
has held by interpreting Section 113(2)(c) of the Income tax Ordinance, 2001 that the
benefit of carry forward of minimum tax paid by a company is only available if the tax paid
in a particular year is less than minimum tax payable. Accordingly, if no taxis paid/ payable
by the company due to taxable loss the right to carry forward the minimum tax does not
arise. However, the management based onthe advice of its legal counsel is of the view that
this matter is subject to appeal in larger bench of the High Courts as well as the Supreme
Court and valid legal grounds are available to substantiate the Bank’s case for carry
forward of minimum tax, therefore, minimum tax of Bs. 315 488 million (2014; R, 262 180
million) has been recognised as 'Defetred tax’ inthese financial statements

oty s i

OTHER LIABILITEES Rupess In ) ——
Proft / mriumn payabis In local cumency TOE, 155 Tez.138
Prrarfit  naturn el in fonsign curmincing 3288 2303
Uneamad feas and cornmiaslon é -
Ancrusd supansas 449,525 146,049
Digfemed Murshahah incoms - Finangdng and EERS 11414 245 528 L]
Dedamed Murabmhah heora - Bal Muaial 1,144,581 804 844
Defamsd Murabahsh incoms - Commodity Murabshah Te. 178 81,505
Puyable o defired pomiriestion plan 1,580 1323
Sucurity depasits agalnat jarah 1,610,080 $29,181
Provision against off-balancs sheat obligations 181 283,603 -
Surplus Income of guarantined entity el for future

admizsible expenses an 673 -
Currant tincation (provisions ks paymnts) 221,213 .
Eundry cradiors 40 884 8232
Unmealzed loss on forward fomsign schangs promisss 13817 3.145
Chartty payabls 182 3,956 6,212
Retantion money 12817 5248
Whhholding tax payable 8879 12,389
WIWF paryshin - 70186
Othars 161,483 42 853
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Redefined

Banklslami launched Visa Debit card with ATM Cash &
Accidental Takaful Coverage. Islami Sahulat Account, a
spacial Deposit product of Banklslami with various Free
facilities was also launched, this year.
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With BanklIslami VISA 238
You get Convenience with Protection

Get globally accepted “Banklslami Visa Debit Card” with exciting features, security and peace of mind.

Get the following services & exclusive banefits with Banklslami Visa Debit Card:
ATM Cash Withdrawal Coverage
Accidental Takaful Coverage
SMS Alerts
Accapted at 2T million merchant outlets worldwide
Accepted at over 5,000 ATMs nationwide
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— Rupecs i 000
18.1 Provislen againet ofT-balnncs sheet oblipations
Cpening balwos = =
Trarsfipr fom s amalgamabed ottty B9 B4 -
Armeiunt weition off = ~
Tranafarmed bo provislon against islamis
fingncing and nalatad axssts and Advances 11.18 (76,081} -
Closing balsncs ) -
182 Charity Payable
Cpaning balanos 65212 7478
Additions during the ymer 6,804 8,045
Paymmnts during the year 1821 {6,060} {10,612)
Closing balence !m i:ﬂ!

1821 Charlly was pakd o the following:

Almmglr Yaifars Trust Intsmational 1000 1,000
Thes Clitrsey Foundation 1,080 2,000
Thas Irciue Hoapital 1,680 2,000
Liaquat Metional Hosplal & Madcal College 500 -
Sindh Instiute of Unclogy and Transplantation 500 -
Koohl Goth Hospital 500 -
Akhuwat Charity - 1.500
Diya Pakistan - 500
Shoukat Khanum Memerisal 1,000 2,000
Kimrpdur Gammgl Hospial - 500
Ik of Busireis Adminktration - BTE
Habib Unfvaraky 300 -
Arran Foundation - 200
Infisq Foundation 1.000 -
Marks Adsialde Laprosy Camter 500 -
Kiran Patient VWaliars Socisty S50 -
Nighban Waeifars Association Chartly 50 500
Kainat Zulaid n 1
Mokmk Rubs BD 120
Romalla Rashid - 150
Mra. Shahnaz Khan ﬂ_ L

9,080 10,812

1822 Cherfy was not paki to any stelf of the Benk or o any indiviiual / organisation in which & director or his spouss had
any indanast at any ime durdng tha yaar.

1B SHARE CAMTAL

11 Authoriscd capitsl

aMs 2014 s 014
—— Mumnber of Shares —— —— Rupsws In "8 ——
1300000000  1,200000,000 Ordnary shares of R, 10 aach 13,000,000 14,000,000

RS TR AP Ny [ TN L Y VRS I AN TR PP
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1832 sued, subssribed and paid up capital

.2

21

M1

Fa ) Iind
bl Engaael b
Gy deren of
bermnd for L] b
s Bor s [ Tolal puted presacybsi Thdal P {8 sach
| oush
R fr— [ ———
78, AT 0E b ETS TN E2T 05T ER0 = T 67000 Al Daginkieg of B e area,ri1 57TRaT
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Meri 2HHS 2014
RESERVES —— Rupess In 908 —
Stabriory Fgamris 0.1 78178 273,176
Rasarva for bad dabie and comtingancias 20.2 250,000 -
{(Accumulatsd loss) / unappropristed proftt {171,453) 209,548
088~ bgiZE

Under section 21 of the Banking Companies Ondinance, 1882 an amount of not less than 20% of the profit e to ba
tramferred [ crnaris 2 ressevs fund t such e the reservn fund and tre share premium scozant squal the samount
of tha pald up capital. Thereafter, an amount of not lass than 10% of the profit is required o be ranafamad o such
resarvs fund.

Tha Bogrd of Dirgtdars in i mawting hald on March 8, 2015 havh rarefamed an arount of Re. 2560 million out of
fnapmropriahed prafi” o “reseve for bad debis vl antingencien”.

M ams 2014

SURPLUS ON REVALLIATION OF AS3ETS —— Rupess In Q0§ —
Burphm / (Deficll arsing on revaluation of:

Fhead Assots 211 861,048 7ar Ao

Avallabla for sale socuritias 21.2 {18,677) (B4,BE1)
Surpls an revahzstian of ficed assets —
Froshold Land 112,087 112,220
Builliding on lsase hold lend
Surpiue oh revaluation of fiked asseta ot January 1 og1,677 801,112
Surplue racognisad during the yaar 184,846 172,180
Traraferrad to {eocrmulaied loge) § un-sppropiiabed profit n respect of incrmental

depradation charged during the yaar {12,B52) {7,550)
Ralaied defered tax Babilty In raspact of Incremental depraciation

changed during the year 16.812) {4,0685)

Rulatad defamad tioe Babilty on surpluas as at January 1

Fialatad defemred tax Rablity on surpiue arising during the year {88, 128) (60,283
Rulaind defemed tax Babllity in mapedt of Inerwmrenial dsprediation

changed during tha year 8813 4,065
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2018 HNHid

Surplus on mvelustion of svalilable Tor sals sscuritias — Rupees i T m—
Fuderal Qovermmant Secutties
- |jarah Sukuk Bonds 1477 {142,831}
Buluk cortificatos
- Subuks uniisted {20,758) 4,482
Fully pald up ondinary shams / Units
- Onrdinary shanas of Istad company {6.%966) -
- Unity of Cpen snd Mubual Funds 35 30
G
Pudated deterrad tax satat 8,825 48 418

CONTINGENCES AND COMMTMENTS
Transsetbon-relsted comntingans Rabll e

Contingant Eabilties i respect of performancs bonds, bid
bonds, wamantas, stc. ghven fmwouring
- Gorvirrrniant 452 B8 240,088
- Othare 10,707 D& 2,815,521

Tracs-realafed contingant llabditiss

Import lotter of Cradit 4,024,574 2,988,447
Accaptancea 1,618,343 108,638
T SHZIIT _ On.oab

Suilt Med by curdomars fid retovedy of allsped loases suffersd, paending
in the High Court, which the Bank hee net acinowisdged es debd 150, 000 150,000

These mainly represent courter daims filed by the borrowers for restricting the Bank for
disposal of assets (such as mortgaged / pledged assets Kept as security), cases where
the Bank was proforma defendant for defending its interest in the underlying collateral
Kept by it at the time of finansing.

Consequent to the amalgamation of KASE Bank Limited with and into Bankislami
Pakistan Limited as at May 7, 2015 certain cases have been filed by individuals
pertaining to amalgamation in which the Bank has been made a party The management
based on the advice of its legal counsel is confident that there will be no financial loss to
the Bank in respect of these cases.

The Deputy Commissioner Inland Revenue (DCIR) passed certain assessment orders
against the Bank vide letter no 06/97/2012 0797 2012 and 08872012, all dated
September 25, 2012 under Section 33 of the Federal Excize Duty Act 2005, wherein
aggregate demand of federal excise duty of As. 83.431 million was raised against the
Bank mainly in respect of income from dealing in foreign currencies and certain dispute
regarding deposit of the amourt amongst Federal and Provincial government
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The Bankfiled an appeal for the stay of the above demand befare the Appellate Tribunal
Inland Revenue (ATIR) after the assessment order were confirmed by the Commissioner
Inland Revenue (Appeals) The stay application was heard on February 23, 2013, The
ATIR accepted the stay application of the Bank and had verbally directed that no
recovery of demand should be initiated against the Bank till the decision of the main case
by the ATIR. The Bank initialy deposited an amount of As. 10.4 million tor filing appeal
against the said case Last year, the Bank had further deposited an additional amount of
Rs. 8 million on the verbal instructions of the authorities. The ATIR has set aside the stay
appeal in respect of income from dealing in foreign currencies and remanded back the
case to the Commissioner Inland Revenue for fresh reassessment proceedings. The
management of the Bank is confident that the above matter will be decided in favour of
the Bank and therefore, no provision for any liability which may arise in this resped has
been made inthese financial statements.

As referred to in note 4.3, an amount of Bs. 981 410 million was appearing as advance
against issue of right shares being received by the defunct KASE Bank Limited from Mr
Masit Ali Shah Bukhari, 2 former sponsor of the defunct KASE Bank Limited and other
shareholders The defunct KASE Bank Limited, when it was under the management and
control of Mr Bukhari, did not issue shares against the said advance, amongst other
reasons, due to default on the part of the sponsors for meeting the minimum capital
requirement. The amount was repotted by the defunct KASE Bank Limited as a part of
the shareholders equity inthe financial statements with the permission of SBP consistent
with the practice followad by other Banks in Pakistan The defunct KaSE Bank Limited is
now amalgamated with and into the BIPL, with effect from May 7, 2015, as per the
Scheme of Amalgamation sanctioned by the Federal Government The KASE
Corporation Limited and one of its sponsors has filed a suit no: 1102/2015 in the
Honorable High Court of Sindn, wherein, they prayed for restraining the BIPL from using
or fransferring the amourt of advance for any purpose whatsoever during the pendency
of the instant proceedings. Pursuant to the said suit, an order has been passed by the
Honorable High Court of Sindh on July 1, 2015, whereby the Bank has been asked to
submit a statement of financial position and keep the amount in the same position The
Bank is of the view that, in addition to other reasons, as Advance against future issue of
right shares appeared as shareholders equity inthe financial statements prepared by the
defunct KASE Bank Limited itself, it did not form par of the assets and liabilities of the
defunct Bank transferred to the Bank under the scheme of amalgamation The same
position has been maintained.

2018 2014
Covwsmiiments In reapact of promises —— g 00—
Purchapas 4,871,841 1,783,272
Saleg 4,808,264 1,310,100
CommBmerts for the scdquisiion of operating food s ssbs 81,451 134,178
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223 Commitments In respect of financing facliltles

The Bank makes commitments to extend financing in the normal course of its business
but these being revocable commitments do not attract any significant penalty or expense
if the facility is unilaterally withdrawn,

229 Taxatlon

2001 The income tax returns of the Bank have been filed and tax assessments have been
ade by the tax authorities upto tax year 2014, The return flled for the tax year 2015 s
treated to be deemed assessment order under section 120 of the Income Tax Crdinance,
2009,

22.0.2 During the year 2014 (relating to defunct KASE Bank Limited), the learned Additional
Commissioner Inland Revenue (ACIR) passed amended assessments order under
saction 122(54) of the |ncome Tax Ordinance, 2001 for tax Years 2011 and 2013 by
imposing minimum tax on turnover disregarding gross loss position of the bank ACIR
has also amended taxability of capital gain and dividend income. The aggregate tax
impact comes to As 116.002 million. Against the said order, the bark filed appeal before
the Commissioner Inland Revenue - Appeals (CIRA) During the vear the learned CIRA
issued order under section 129 of the Crdinance by deleting the tax charged on capital
gain and dividend income and upheld the lewy of minimum tax The leamed ACIR has
passed appeal effect order under section 124 of the Ordinance. After appeal effect order
the aforesaid dermand has now been reduced to Rs 89928 million. Against the order of
the learned CIRA | the Bank has filed an appeal before the Honourable Appellate
Tribunal Inland Revenue (ATIR). However, the department has filed appeal against the
CIRA Order onthe issue of capital gain and dividend income. Therefore, cross appeal for
the tax year 2011 and 2013 iz pending befora ATIR

2293 Duringthe year 2014 (relating to defunct KASE Bank Limited), in respect of Income tax
assessments of International Housing Finance Limited (amalgamated into the defunct
FASE Bank Limited during the year ended 31 December 2007 for tax year 2005, CIR
Appeals has maintained the order of the Taxation Officer to the extent of disallowances
relating to income from carry over transactions and gain on sale of property having an
aggregate taximpact of Bs 12,997 million. The defunct KASE Bank Limited has preferred
appeals before the ATIR for taxyear 2005

2204 The Income tax returns of the Bank (relating to defunct KASE Bank Limited), for &zad
Jammu Kashmir (AJK) region have been flled and tax assessments have been made by
the tax authorities upto and induding tax year 2014,

2205 During the year 2013 (relating to defunct KASE Bank Limited), the Appelliate Tribunal
Inland Revenue (ATIR) passed an order for the tax years 2006 to 2000 in favour of the
defunct KASE Bank Limited by allowing certain deductions including provision for
non-petforming advances, impairment on investments, other provisions, amaortization of
goodwill and allocation of expenses having an aggregate tax impact of As. 712 550
million. However, the ATIR has disallowed deductions relating to carry over transactions
having taximpact of Bs. 88 377 million for the tax years 2005 to 2008 The defunct KASEB
Bank Limited has preterred an appeal before the Honourable High Court of Sindh against
the said decision of the ATIR. Mo development has taken place during the currert period
2015,
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22.8.0

During the year 2013 (relating to defunct KASE Bank Limited), the Income tax
assessments of KASE Capital Limited (amalgamated into the defunct KASE Bank
Limited during the vear ended 31 December 2008 for tax years 2008 and 2000 were
amended by the Taxation Officer to the extert of apportionment of expenses having an
aggregate tax impact of As 125 880 million. The Bank has preferred an appeal before the
Honourable High Gourt of Sindh against the said decision of tax authorities. No
development has taken placed till the current period end

For tax years 2003 and 2004 (relating to defunct KASB Bank Limited), the Commissioner
Inland Revenue Appeals (CIR Appeals) has passed appellate orders on account of
certain disallowances in respect of income from carry over transactions, provision
against non performing advances, bad debts and certain other items having an
aggregate tax impact of Fs. 33 748 million. The defunct KASE Bank Limited has
preferred appeal before the Appellate Tribunal Inland Revenue (ATIR) against the above
referred orders of the CIR Appeals Mo development has taken place during the current
petiod

For assessment years 2001-2002 and 2002-2003 and tax years 2003, 2004 and 2005
(relating to defunct KASE Bank Limited), the income tax authorities of AJK region have
passed appellate orders by adding interest on surplus funds transferred to head office,
resulting in an additional tax demand of Rs. 14587 million. The defunct KASB Bank
Limited has filed reference with the Azad Kashmir High Court against such additions for
the above mentioned assessment/ tax yvears upto 2004 For tax year 2005, the
Commissioner Income Tax (Appeals) - AJK has passed order in favour of the defunct
KASE Bank Limited . However, the tax department has preterred appeal before the
Appellate Tribunal Inland Revenue (ATIR) - AJK against interest on surplus head office
funds, having tax impact of Rs. 5337 million. For tax years 2008 and 2008, AJK tax
department passed orders under section 122{84) of the Ordinance. As a result of these
orders | aggregate demand of As 19,178 million was raised against the defunct KASB
Bank Limited . However, the order for the tax year 2008 has subsequently rectified under
section 221 of the Crdinance. Thereby aggregate demand for tax year 2008 and 2008
reduced to Rs.13.304 million. During the year the learned Commissioner Income Tax
(Appeals) - AJK has passed orders under section 129 of the Ordinance for the tax vear
2006 and 2008 whereby he has confirmed all additions. Therefore, the defunct KASE
Bank Limited has preferred an appeal before the |TAT - AJK  An appeal against the
ofder of CIREA for the tax year 2008 and 2008 has been filed by the Bank before the
Appellate Tribunal Inland Pevenue (ATIR) - AJK.

During the year 2014 (relating to defunct KASE Bank Limited), the Commissioner Inland
Revenue (Appeals) has given decision in favour of the defunct KASE Bank Limited
relating to tax periods from 2007 to 2011 for payment ot Federal Excise Duty and
annulling default surcharge and penalty However, the tax department has preferred
appeal before the Appellate Tribunal against annulment of default surcharge and penalty
amoaunting to Rs. 33208 million,

The management, based on the opinion of its tax advisor, is confident about the
favourable outcome of the above matters and consequently no additional provision has
been made inthese financial statements.
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2014

F2A0  Orthwer commibbmmants Nots e LI 1Y O e
Eills for nofiaction 1,627 426 181,002
[E—————i—i]
PROFIT | RETURM EARNED
On finencing bo:
- Cumsstormars a.800018 a,B60,305
- Financil Insthutions 2,870, 808 918,154
Dn vestmonts In avallable for sala securidos 2285165 2,887 215
On depoale / placsmatits with frmnckal hatihtiene 11,848 6,318
Others 54,822 42,210
PROFIT [ RETURN EXPENSED
Dapastis 4,574 208 4,280,380
Other short ferm fund ganeraton 141,428 A4 348
Others A3, 185 134, 581
— 5 TEEE" z
GAIN DN AA1LE OF SECURMEA B —
Foderal Govi Seouriiies:
Sukuk Cartiflcates - 4,765
Lim] sl 8o nmriitl e
Sukuk carificates 12003 27 408
—I 25 — B L AkE]
OTHER INCOME
Rant on property 2,421 -
Gain on ermination of finemsing 35,528 50,091
Caalry on sale of proparty and squlpoant 1221 804 4, B42
Incorma from sals of HNon-Banking Assat - 408
Amount recovaned from sl 10,133 1,873
Incomsa from tecker charpes 13,083 3120
Sularies, aliovnnoss, and other baneitts 271 2,083,839 1453, 380
Charge for defined banafk plan k) 48,558 52,834
Conftribution to defined contribution plan a5 67,805 43,058
Non-aocuthve drecion’ foee, sllowances and other sxpenaaes b} 1,660 1,550
Irmurancs on consumer car larmh TR a4 45, (e
Rent, tomse, Insumnos, elecricty, ste. 1,085,000 721,183
Lagsal and profaasional charges #1,880 17.590
Commun|cations 243,858 128,788
Repairs and mainbansncss 21,585 &7, 042
Stationmry and printing A, 737 38,159
Adverisemant and publcity 98,788 57,002
Audibors’ romunarstion 272 20,471 T, 775
Duprecietion 122 0, S0 A
Arnoriization 123 30,196 15,104
GIC andd sharw reglsirar sarvioss 18,794 10,852
Enterisinmant sxpense 40,568 32882
Security sanvice chamgea 238, Bdd 165,84T
and comembbalnn 23,084 T,B58
Traveling and conveyanca 25 447 23,948
Ramuraration to Sharlah Board $00 $O0
Feas and subeaipticn 136,033 154,883
‘Vohicls running and manienance 58,053 ST AT
Othsrn 107,086 44 i3

T RaGE T SIS
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Thia Inchudes Re.105.023 milon (3r4: Ra. 77.782 milllon] pald o amployess in respact of car monetisston

alleraranag.

013 Mrid

dfd AiRore’ remuneration — Rupess In T8 —
Ayt T 8,500 2815
Fa for tha revisw of kall yaary financlal stabements 2600 00

Spacial audit due to amalpamation 15,500 -
Specil corifications and sundry advisary senited 636 2827
Chat-of-pocket axpanics 1,338 13713
Panaties impoead by the Siata Bank of Pakistan 2134 3250
Worker's Walfars Fund ;. DAl
A T im
F- TAXATION —_—t
- Casrant yaar 00,290 B4 442

- Price yoarn 24,437 -
= Dademed (197,119 71,530
T 1BGNrE

The numerical reconciliation between average tax rate and the applicable tax rate has
not been preserted in these financial statements as the provision for current year income
tax has been made under section 113 of the Income Tax Ordinance, 2001 (minimum tax
onturnover) due to available tax losses brought forward from prior years and transferred
from the defunct KASE Bank Limited.

Under Section 114 of the Income Tax Crdinance, 2001 (Ordinance), the Bank has filed
the return of income for the tax years 2006 to 2014 on due dates These returns were
deemed completed under the provisions of the prevailing income tax laws as applicable
in Pakistan during the relevant accounting vears.

In respect of tax year 2007, the Additional Commissioner (Inland Revenue) under section
122(5A) of the Income Tax Crdinance, 2009 amended the return submitted by the Bank
by adding / disallowing certain expenses / deductions resulting in reduction of losses
claimed by the Bank by R 117.505 million, The Bank filed an appeal against the said
decision with the Commissioner (Inland Revenue Appeals). The Commissioner (Inland
Revenue Appeals) has revised the order of Additional Commissioner and has restricted
the amourt of disallowance S add back to Rs. 47 867 million. The Bank has filed appeal
before the Appellate Tribunal against these disallowances / add backs.

20 FINANCIAL RESULTS OF CONVENTIONAL OPERATIONS

As more fully explained in note 4 to these financial statemerts, during the current period
the Bank has acquired the operations of the defunct KASE Bank Limited effective from
May 7, 2015 (close of business). The defunct KASE Bank Limited was operating as a
conventional Bank in Pakistan The Shatiah Board of the Bank, Keeping in view the
extraordinary circumstances under which the former KASE Bank Limited was acquired,
allowed a run-off period (six months) within which the corwentional portfolio of the
defunct KASE Bank Limited was required to be converted into Shariah based products.
During this period, the bank's management was required to quarantine the operations of
the defunct KASE Bank Limited from Banklslami Pakistan Limited's operations

' Serving you, the Right way




During the quarantine period, the Shariah Board of the Bank further allowed the
management of the Bank to use the Income relating to defunct KASBE Bank Limited's
portfolio for paying the expenses of the quarantined entity without taking it to the profit
and loss account |nthis regard, the mark-up receivable and mark-up payable as at May
7, 2016 pertaining to defunct KASB Bank Limited also form part of the quarantined ertity.
The surplus has been netted off with the administrative expenses of the quarantined
entity as per the approval of the Shariah Board The Shariah Board of the Bank has also
given approval for recognising income in respect of recoveries (to the extert of principal
amount) made against non-performing loans of quarantined entity in the books of
Bankislami Pakistan Limited as receiving this amount does not create any Shariah
non-compliance. Accordingly, the recoveries pertaining to non-performing loans of the
guarartined entity have been recognised in the profit and loss account. The results of the
guarartined entity are detailed below:

Hota 25
Rupees in ‘000

[rflows ! accrual of markup § interest income a5 AT
Qi [ acorual of markup § interest expense [2i5d, 7 T
Less Loss on sak of sscunties fa1,648)
Add: Divide nd income 16,624
Surplus adjustable against administmtve expenss s

a3 perthe appmoval of the Shanah Board (for quamntined entiby) AL = ]
Alloweable administrative expenses of the quarantined entity for the period

a3 perthe Shariah Board's appmoval transferred to administrative expe nses (208.617)
Surplus income of guarantined entity held for future sdmissible

expenses shown in other liabilties 14 PN

The total administrative expenses of the quarantined entity were higher than the above
surplus and hence, the entire surplus has been adjusted / transterred to administrative
exXpenses.

Keeping in view the currert circurmstances, the Shariah Board of the Bank has allowed
to utilize the amount of income recovered from conventional products subsequent to
guarartine period for paying of legal and marketing / advertisement expenses directly
relating to amalgamation of the defunct KASE Bank Limited Undertakings with and into
the Bank As a result, the income due / received from converted portfalio during the
petiod from Novermber 8, 2016 to December 31, 2015 amounting to Bs. 78.573 million
has been Kept in a separate account under the head "Surplus income of quarantined
entity held for future admissible expenses" appearing in other liabilities Any excess
amount remaining in this account on conclusion of the period (to be decided by the
Shariah Board) would be transterred to charity account in that relevant period
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Hote 2015 2814

BASH: AND DILUTED (LO2%) / EARNINGS PER S3HARE —— Rupsss In 000 —
(L) S ettt sufbnr bincathon for ths v !1 H.ﬂﬂdi 313,650
— Humber of ahanss —
Walghiad average numbaer of ordinary shanas In lasus &0 33D 838 542 AR2 236
R | T77-FF - —
(Loea) f Eamings par alans - basic [ diutad 3141 (0.2437) 05777

Them werm no cometibls / diutha potential crilinery shares cutstandng 2& st Deosmber 21, 2016 and December
3, 24

Mote B 14
CASH AND CASH EQUIVALENTS e PP 11 ) e
Cash and balances with treasury banks 7 9,035 888 a,381 444
Balances with othar banis B 1,780,710 733,523
7.0 0T
Fi g1 4
BTAFF STRENGTH Mumber of amployvess
Pamanant 2224 1813
Crorracheal basks Fit] 537
Bank's own staf strangth at tha and of the year 2.0 2150
Outpouroed Lot ard
Totml sinfT sirangth 3,557 258
f—rw———:=———;§-——— =]
DEFINED BENEFIT PLAN
Genanl description

The Eank operaies a gratully fund for ke smployess (mambers of the fund). Tha fund antities the memboerns io
impaum payment at the time of reirement, resignstion or desth. Permansent xisif ars sigible for such baneiie after
thros yaars of servca,

The meanbier of smploses covsrsd under the defingad stieme are 2,204 (3014 1,813). The latest acharial vakathon
of the Bank's grabully echame was camied cut e at December 31, 2015. Projeciad unit cradit method, using the
followdng slgmifleat apsumptions, was wsed for the valustion of the defired beneft plan:

Actuarial essumption B 4

- Valuation Discount rate

- Salary Inatowass Rats 10.60% 10.75%
- Expected Ratum on Plan Assale 10.50% 11.25%

Assumptiones regardng future mortalty are 3ot baved on ackuerial advics In seoordanos with published siatistics and
axperionce in Paidstan. The rabes ssaumed aro bassed on the ad/usted SLIC 2001 - 2005 mortallly tabies with ona

yaar age 5ot bavl.

s 2014
Reconollistion of recelvabie from defined bensitt plan —pess ) —
Presant value of defined banefil obligations 216813 102 595
Falr valus of plan sssats (242,128) (A74,177)

Assat recognisad In the statament of financial postion
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3.4 Pien esssis conaist of the following:

3 4
Fampeas In W0 % {Fupass In "0 %
TDRa - % [N Fi A4%
Bank balancs M2 128 100%. 20,888 12%
Uarsh Sulaik < % 7730 4%
242,120 TR 174,177 TR
.|

3ME The moverment In e defined benefh ohiigetion over the year is as follows:
Fogl ]
Prosaht valus  Fair vaiue of Totad
of obiigation pian msels
= 1k ——
Al Jorwrary 1 182 BOE (114477} (11,862)
Curmant senvics oot 4r.175 - 4T 1Te
Retum soqesress | (ncoms) 17265 (14,434} 2,764
Remsasursmenis:
= Pl on phan ks, sl ing amours Inchudad in nborest
apansa § {Inoons) = a =
- {Gain} / loss from changs in demographic sssumgtions - - -
= {Baln) / loss from change In Imanchal sssumgtions - a -
- Exparience lowsss [ [gains) 6,341 23 7704
7.7
Coniributien - (T2, 884} (¥2,854)
Bonallt payments {19 253) 18243 -
At Dasambar 31 Fi: X AEY]
rid
Prosdit value  Falr value of Tdind
of chiigetion ndEm euels
p— ) —
Al Jurwary 1 124 B {164 A77) 0, 7T8)
Carmont servics cont 30,251 . 38251
Ratum spenss / (fnonma) 18,962 {18,528} (6 427)
Remasuremmnte
- Raburn on plan ssssts, soluding amounts Included I Intarest
mponaa f {incoms)
= {Gain)} / logn from changs in demographic sseurnptions
= {Baln} / loss from changs in Inencial scsumgtions
- Exporienca lowess [ (gains)
Cordriuticn
Banefit peynrama
At Deoembar 31
344 Charge for the Defined Banafit Plan
Curmant sarvice cost =
Mat financial charges 2784

Actusrial {gein}/ lozs recogninad

34.7 The plan srssty and defined bansiit chigations am based In Paklstan,

K.
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A Tho sansiivily of the defined banelii obiigation to changes In the waightad principal aesumptions ls:

mpant on defined benaiit
oblgetinn - Ineresas | (Decrsana)
“Thanguin  ITGweme il Desioess
axsumption memumnpion A EMTREE

Pt I PO
Digeyund reta 1.0% {192,138 o vl
Salary growth raie 1.0% 241, TH {188 211)
Icriiin by 1 Decrosms by 1

yaar In year in
ansimpiion
LHe axpactancy | Withdrawal rabs 15050 216,670

The above sansthity anelysss are bassd on a changs In an sesumption whils holding all other sssumptions
canstard, When calaulating the sansiivity of the defined benafit obligation t slgnificant actusdal sesumptons the
garnn mathod {present vabus of the defingd boreli cbgation calgubaied with the projected uni credit method af the
il of the reporting pacind) hes bewn applied g when ciculeling the grabuity lebdily recognised within tha
Staiament of Finanmslal Poskion,

3448 Tha weighted evernge duration of the defined banefit obipstion ls 12 years.

34.10 Expectod maturity arabaie of undiscounted definad banafit abligation for the gratulty schama s a8 follows:

AL ber 71, 2018 Lasa fhan = Babwean 1-2 Betwasn 3-8

Cerar § yourn Totsl
Year poars yaare
Rupess W00

Gratulty 138,353 258,387 1,484,185 181,580, 385 183528, 307

3411 Historical Information s 04 iy az on
{Famaas kn "800

Aa xt Daoambar 31

Presmsnt viug oF defined borwR obigetion 213513 152,585 124 508 57240 53,584

Falr walun of plan sssta (242,128) {14171} (1514 {167, 1043 {2424

Surplus A Ty B,718) (10,884} {18.542]

Exparionce adusimenis on plan [ebiifies 0,341 20537 5680 {1,852} (11,550

3412 Fundng levels ar monliorad on en annusl basts and am baeed on achuarisl recommencdations. Expacied Gratulty

Exparts for the ried yoor works out bo R 65,168 milkon a2 per the actuasial valuation repart of the Bank as of
Dacembar 31, 2015.

8418 Thiough its defined benght gratuity plan, the Fund & oposed 1o & number of rigo, the mesd significant of which am

datalled balow:
irvesiment Rlsks axpactation mnd thus cramting a shortfal In the funding obisctivas. |
Th (oK arigad wiren e A0l ETROIS Of MeOmess 19 onger tan B,
Longevity Risks This risk Is measurad at the plan leval cvar tha antirs retires population.

Thunmﬂwnmmtypnufmﬂmmmﬂlhmmhnmmﬂal
Balary incresss Risk with final eslary. Tha ek arizes when the schusl Increasse are hgher than
mﬂmmlmhwmmm

] g angl can

Withdraws| Riak Imposs & risk to the benefk cbilgation. The movemant of the Isbiky can po

3414 The disckasursa mads In notos 34.1 to 34.13 are based on the information includad i the actuarial valuation repart
of the Bank sz of Decamber 31, 2015.
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374

w2

DEFINED CONTRIBUTION PLAN (PROVIDENT FUND}

The Bank opemine a conirfaiory provident fund for all permansnt smployess. The smpleyer and smployss both
conbribute 10% of beslc salary io the fund svery month. Equal monthly condributions by amployar and amployeas
during the ysar amounted to Re. 87805 milon (2014; Re. 43.058 millon} sach.

e

Feas - - 1.550 1,680 - -
Menegarisl remunamiion 25,550 21,81 - - 247 348 134 268
{harge for defined banafi pien * - 4715 - - a0 14 Dk
Salary In Beu of provicant fund 2= 2159 - - o, -
Conirirulion o delined coniribulion plan - - - - 21,807 16,106
Rari and haresa makmisnanos TOE ) - - 111,684 22 520
LHiBten 2,555 2189 - - 24,705 18,45
Mozl 2535 2159 - - 24,53 16,428
Ctham - - - - 50,608 61,118
LR b TER TERD T
Humber of preons 1 1 Fi 5 pa:vd 3

Tha Bank's Presklent / Chief Exacuthve ks also provided with cer sllowanoe of Re. 5A19 milen {2014: Rs. 5419
rrllien) a2 par tha paldcy of the BEanlc

In =ddition to above, ths Exscutives have slso besn phwen car alowancs emounting to Rs. 98.993 mikon (2014: Rs.
62.255 millan) during the curmant year,

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair valua ks the amount for which an sssst could be axchanpad, or a [lablliy seitisd, bebeaan mowiadgeabls wiling
piirtigess i dan s bength bransgetion.

The fak value of quoted Inveximents k= basad on quoted maret prices. Unquoted squity sacuriies ore valued st cost
loas Enpairmant Eens. The prousian fir impaiment in the vakes of irvmaiments hees boen detemined in actandancs
with the accounting policy a2 staded In nota 6.2.5 o thess financial statamants.

Tha fair valuss of lklomic financing and reloted aseats conmol ba datermined with reasonable aceuracy dua to
aheancs of cumant and mciva marfkst The provisions againet Islamic financing and nelated sssein howve besn
calculsied in econrdancs with the accounting polcy e staiad In note 8.3 o twese finencial sistements. The mepricing.
rraturity profile and affective rates are stoted In rote 41 b these financlal ctatermnta.

Fair valuss of all other financial assets and labiltes cannot be calmdeted with sufflident acouracy as active markst
dosa not adst for thesa Instrumaenta. In thia opinkan of the managameant, fair value of theso ascots and Tabitcs ar
not significantly difersnt from thalr camying values since assets and Iisbikes s sither short term In radurs and In
vasa of financing and deposlis thess am frequenty repriced.

Fonuerd punchoaes of forshon cmsnclen E&iim 4£1ﬁ1 1Im|m 1IME
Finwced sl of fonsign sunmndson 4. 524,374 4 508 264 1,326,452 1,310,100

The iebles belcw anafyzes financisl and non-finenclal ssssts camisd st fai valus, by valustion mathod. The diffsrent
lovals have boan delined as folows:

- Quotsd pricss (unadjusied) in active markets for idantical sssts or llabiities {Laval 1},

- Inputs clher than quoted prices Included within lsvel 1 that ars cbeervabie for the azsst or llabilty, sither directly
(that Iz, as pricas) or Indirsctly [that ls, darivad from pricas) (Laval 2).

= Irgnas for the assela or labiftes that e Aol Beeed on sbeervable marked data (ie. unabserabls inpubs &4
estimatad futuna cash flows) (Laval 3).
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Toval ) Loval 2 Toval o Total

RECURRING FAIR VAL UE MEASUREMENT S {Rupsas i Ty

Financial Assefs
Available for sale securities
Crdinary shames - listed 267 544 - - 267,544
GOP Sukoks B 223,600 - 9,331,800
WVWAPDA Sukuks - E0E, 015 - G055
Unitz of opan ended mutual funds 55 - - 55
MON - RECURRING FAIR VALUE MEASUREMENTS
Subsidiaries - - 522,801 522,801
Associates - - G27,542 G270
Ordinary shares - unlisted - - B7EETE ET7ETE
Mon-parforming loans - - 1,0 DS 1,088,005

Naon Financial Asseis
Cperating fied assets - BEET 415 - BEET415
Com depasits intangible - - 40,800 40,500

Commitmeants In respact of forwand axchange confracts
Fornward pumhase of foreign exchange contracts - 4,971,541 - 4 971,841
Forward sake of fomign exchange contracts - 4,8068,2e4 - 4 8068, 2eq

Ths non-ecurning fak vakie meesursments mpresent esests acquired & part of business combination during the curment
year and ana carried ot falr value,

The Banc's polley 15 1o necogniss ramedscs Imbo and out of the dfferent falr valus hisrarchy kevels &t the date te svent or
change In cireurisriances that causad the transfer oocumad,

Thea Wers ho ranafers babwean lovela 1 and 2 during tha yaar,

{a) Finenclal Instrisvsais in lewved 1

Firguneigl insdrumiprts incduded in lovel 1 compritn of invisedrmants in listed ondinary shives.
{t} Fimancisl Inetruments In level 2

Firancial Instruments iRciudad In lsval 2 compriss of GoP §erah sukuks, WaARDA sukuks cisssifiad 28 avakable for sale,
forward forelgn sxchangs comiracts and opsmating fiosd szssts (land and buliding ).

{<) Financial Instrumants In leved 3

Financial Instruments Inchided in lsvel 3 comprise of ivesimant in subsidisres, Imastmant In associates, Investimant in

uniisted company, valuaton of nonparforming lcane and core dopoall intanglbles scquired os part of businoss
samiiration.

Vahisgtion techniques ussed In datsrminstion of falr vakiss within sl

on thelr asssesmeant of market value of the proporiies.

.
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Vahustion techniqpues used [0 determination of falr valoss within bl 3

H=m

DETFTAREY IS T

Signiicant Unebeervable Input Usesk Dlssount rads of 18.5% and sminal growth of 5% have oend
e,

RS NTIGE CaEr

mhﬂmummmuum A slight incrassa / dacraasae (n disnount ks would
mﬂhaﬁm!lmlnfdrm an in: Ihu'lm'rr.

LTI

[ristec] COMparty

[ NecoLrTd o My L sy, Lo | T
mMudMIWMIMﬂMWhMM
wccondingly an pproprists chacount b bsan applad.

Hignifizant Unslbuervable Input Ussd: Tha decowrt rale used In ODCF valuabion mathodology la

on tha Waighted Assmgs Cosl of Caphisl {WACC) of 12.4%. Tarminal growth rais of 5% kes besn used
Digcnun]. for bk of mardosteblity [QLCHA) and diseount for lpelc of comtrol ([DLOC) have Been upad
corsitaning sl fackrs.

Rplatisnahip of unobservnble hepaly bo Talr waliey: hmMm!Mth!Ml
mmmnamnmnmrm i I liica rnt
BT T Fia AL 7 o oy

hvlﬂummd mﬂlmbmqﬂuﬁﬁdw_mw

'-"1' CGao] oveEr O

Signifieant Unohsarvehls Input Used: Disaou for lsok of marketablly (DLOM) snd dscourt for
o oty (D00 Pares bepien Lipeier! coneglpring qusl Retive fastom

Raiationahip of unohearvsbis inpads to fakrvalus: A sSghi inoresss | deomsasa In DLOM | DLOC
gyt In 3 decrmass | incrisaps in fialr valus by an nificant gmount.
[]

e depotis INGangibie

The boen delrmingd using Moams approec.
applying incoms approsch, the Bank used M Excews Eamings Meihod to delsmmina
vilue of thia Intang/bis esset. Under this meihnd the valus of & spaciiio intengible ecsst in setimerisd

replchusl hr fair ratume on al other st smployed (nchuding other Inteng|bie eenete)
hanvg Bosn deduct Fom ts s afist-bic opaddry dsmings.

¥ hgilflan Line bawrealbe inpart Ligspd: Cliacoun facior ussd for te walustion pupass bs 10%.
Raistionahip ummumm An Increass / decresss in ool nris would resul

Bigrdlieat
of 1% wtep up by 1% resiruchuring charge (Discourt feckr).

Uritbporvaiche gt Usad: The cegeaciad fuburd caah fiows aro decounbed ol cost of

Febatiomship of usdiwwivally Inpube b falr vl A Incrooss | decroass In dcount ke
resull in & decressa { increass In falr vahue by an insignificant amount.

SEGMENT DETAILS WATH REBFECT TO BUBINEBE ACTIVITIES

Tha sagpvmit anelyebs with respect o bisrvedes scthvitie s as follows:

Trnding & Ffpdi Commprolal Support Tednd
fo Bankdng Bamidng Canbhs
Rispase i 508
2Ty 184212 B.200 087 238,501 0404, 128
482,168 4,417,897 2,761,857 2,034, BEE 0,878,576
148511 (5, 584, £dd 250 (1,776,144}

51,725,053 412730972 57,762,187 2728, T 183,498,913
T2T1 484 1,723 56 14,080,002 30483 23,130,808
7,202 107 1,712,282 10,520 302 38,238 19,370,021
3208 206 B0,030,364 T7.228 058 2.484.007 162,845 022

2.04% -1.46% OB - -
5.14% 1.35% 401% - -
Trading & =] Commeanaial Bupport Tokad
Bakag Banking Banking Canbre
P B G
TE0.334 4,540,205 2017 835 B0, 004 B 444 230
1TLA7E 4,183,188 2,265, T35 1,562,024 T.I7F4 518
B17,658 157,038 ™51 {1,268, 870} 480722
53383, 741 7,782,112 30,950,700 1,642 260 102,588,805
NTXET 466508 B10,5%1 - 1474 86T
&8.2T7 253 588 402 571 - TO4, 748
112507 50,208,130 34,842 000 B3, 274 05,118,020
1.16% 4.80% 1.238% = -
a4.10% 525% 4.32% - =
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H  RELATED PARTY TRANBACTIONS

Parties are conidensd to be related i one party has the ability o aninl the ather pary o wacie sigrificant influpnl o
the othar party In making financlal or aparational declalons and Includs o subsidary company, assaciated companies with or
withowt common dmeclors, principal sharsholdsrs. rlirement bansiit funds, direckrs and their doss famiy members, and key
managaemant peteannal

The misked parties of the Bank comprise minisd group companies, principal sharsholdsrs, key management parsonnel,
coinpaniea whar direciors of the Bark also hald dirsctorship, direciors and thalr dess fomily momicers and stoff retinemant
funde.

A numbar of banidng transactions ara anterad Inde with releted parlies In the normal courss of business, Theta hoiuds
financing and daposk imnasctions. Thasa ansactions ars executad substantinly on the sames sme Including profit rates and

woilatnral, as thoss prevaling at the tims for compambls ransactions with unmelsied parties and do not Immhs mome then a
nermal riske

Contributions to stall miement bensfit plan are made In avcordancs with the tevme of the @atrisution plan. Rsmunemdon o
the executivaa are datarminad In accordanca with tha terma of their appolntrment.

Travesctions with rduisd paeties other than remurecation sl bersfite 0 ey manegement pasonnsl Pcuding Chisl
Exacutiva Officer undar tha tarmne of the empleymant 2a disciosad In nota 36 aro as folows:

islmmic Financing and relxisd sssats

i 014
Bubaldiary Rupass 008
Eslpmic Firsncing sivd relefed sasate
At beginning of tha yoor 150,000 | -
Aecrund during the yvear - -
Rapaymants i -
At and of the yaar 150,000 =
Daposita
At beginning of the ysar [ DaB.Eh | L Firll
Dupoalis during tha yaar 22,536,195 251,566
Vilthdrawrals during the yvaer (2477 583) {307 307
At snd of the ysar LrrBe 15"
Transactions, ncome and sxpenses
Prafit aamed an financing B384 =
Recalvable on nancing J482 -
Ratum on deposit sapensed 17,671 BA24
Administretive axpensa 2913 -
Sosoo|se

At baginning of the year 7
Disbursamants 80,000 13,601
Repayments (93,750) {14,531)
At gnd of tha yaar i =

At beginning of tha voar
Aduiions durng the year
Expired during the ysar
At end of the yaar

Dapoalts

At baginning of the vear
Cmpostis during te ysar
Withdravwals during the year
Balance mansfarmed during the period
Atond of tha year

: Serving you, the Right way




Transactions, Ncofms S Qi s
Profk samad on finendng
Retum on deposits spensed
Adminiztrative epoensa
Payable on depostis
Recalvabls an financing
Dividend Income

Kay mansgument parsannal

inlemic financing ard redated asaste
AL baginning of the year
Driedrarsamants
Repakd during tha year
AL and of the year

Depoaiin
AL baginning of the ysar
Duproaiis during the year
Withdrawals during tha year
AL ord of the year

Transactione, incoms and sxpensbe
Profk samed on financng
Retum on daposiia axponsad
Ramuneraion

Payable on deposits
Other ralated partiss

At baginning of the year

[mpozks during the year
Whthdrawals during tha year

EBatance transiemed during the pariod
AL and of the year

Transactions, Ncoms and sXxpensas

Recshvabls fom KASE Moderba Limited

Fehim on deposiis axpansed
Dividend Income

Othar Income

Empiores banwiil plans

Contribution to smployess gratully fund
Charmpe for defined banafi plen

Contribution to amployess provident fund

s

Rupess TH0
3200 -
136,977 28,027
24 B33 BB TTS
- 1,524
1828 -
15,638 -

1M
2,249

29 183 115,898
(88,979 (130,857}
2936 2641

167 427
51,879 45,307
g 853
17880 -
4,558 -
1,149 -
185 ¥
72,654 42,787
49 959 32,824
67,805 43,066

* Bnlancas pariaining to parfes thaet wars misted st baginning of tha yeer but comeed o be rabsbed during any part of th camand

peaiod e ot releckod o gt of the operding bakancs of the curmont waar,
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40 CAPITAL MANAGEMENT

Capital Management aims to safeguard bank's ability to continue as a going concern so
that it could continue to provide adequate returns to the shareholders by pricing products
and services commensurately with the level of risk For this the Bank ensures strong
capital position and efficient use of capital as determined by the underlying business
strategy e maximizing growth on continuing basis The Bank maintains a strong capital
base s0 as to maintain imvestor, creditor and market corfidence and to sustain future
development of the business The impact of the level of capital on sharehaolders’ return s
also recognised and the Bank recognises the need to maintain a balance between the
higher returns that might be possible with greater gearing and the advantages and
security afforded by a sound capital position

This process is managed by the Asset Liability Committee (ALCO) of the Banik The
objective of ALCO is to derive the most appropriate strategy interms of the mix of assets
and liabilities given its expectations of the future and the potential consequences of
interest rate movement, liquidity constraints and capital adequacy and its implication on
risk management policies.

The Bank prepates Annual Budget and Projections outlining its future growth and
direction Keeping in consideration the economic and political factors in the courtry and
region. Adequacy of capital to support the expected growth in balance sheet is also
ascertained.

Stress testing of the Bank is regularly performed to ensure that the Bank remains well
capitalised and able to sustain any shocks under any of the specified risk factors.

The State Bank of Pakistan (3BP) introduced guidelines with respect to disclosure of
capital adequacy related information in the financial statements of banks vide its
communication dated February 4, 2014 These guidelines are based onthe requirements
of Baseal [l which were infroduced by the SBP in August 201 3 for implemeantation by the
banks in Pakistan The SBF hasz specified a transitional period till 2018 for
implementation of Basel Il The SBP vide its BFRD Circular Mo 11 of 2014 dated
Movember 5, 2014 has specified the disclosure requirements with respect to capital
adequacy related information. The disclosures below have been prepared onthe basis of
the SBP's circular,

401  Goals of managing capltal
The goals of managing capital of the Bank are as follows:

To be an appropriately capitalised institution, considering the requirements set by
the regulators of the banking markets where the Bank operates,

Maintain strong ratings and to protect the Bank against unexpected events; and

Availability of adequate capital at a reasonable cost so as to enable the Bank to
operate adequately and provide reasonable value addition for the shareholders
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40.2 Capltal Structure

Under Basel |1l framework, Bank's regulatory capital has been analysed into two tiers as
follows:

Tier 1 capital {going concern capital) which is sub divided into:

a)  Common Equity Tier 1 (CET1), which includes fully paid up capital, reserve for
bonus issue, general reserves and un-appropriated profits (net of losses), et after
deductions for investments in the equity of subsidiary companies engaged in
banking and financial activities (to the extent of 50% after incorporating transitional
provisions), reciprocal crossholdings and deficit on revaluation of available for sale
inestments and deduction for book value of irtangibles. The State Bank of Pakistan
vide |tz letter no BPRDIR&ER )-020/625-112/2016/13918 dated June 2, 20186 has
given relaxation to the Bank for non-deduction of goodwill from CET 1 capital as at
December 31, 2015 for the purpose of calculating the Capital Adequacy Ratio (CAR)
of the Bank Accordingly the amount of goodwill has not been deducted from CET 1
capital.

B Additional Tier 1 capital (AT1), which includes instrumeants issued by the Bank which
meet the specified criteria after regulatory deduction for investments in the equity of
subsidiary companies engaged in banking and financial activities and other
specified deductions

Fresertly, the Bank does not have any AT1 capital.

Tier || capital, which includes general provisions for loan losses (upto a maximum of
1.26% of credit risk weighted assets), reserves on revaluation of fixed assets after
deduction of deficit on available for sale investments (upto a maximum of §7%).

Banking operations are categorised in either the trading book or the banking book and risk
weighted assets are determined according to the specified requirements that seek to
reflect the varying levels of risk attached to assets and off balance sheet exposures.

40.3 Caplal adequacy ratlo

The capital to risk weighted assets ratio, calculated in accordance with the SBP guidelines
on capital adequacy, under Basel |1l and Pre-Basel |1l treatment using Standardised
Approach for Credit and Market Risk and Basic Indicator Approach for Operational Risk is
presented below:
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2,652,708 3784TH
2 053 T8 378470
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Irvastmant in mutusl funds scosed ng Tha presaribsd Bmik {SEP spacifia

azfuprnat)
Irnstriant in dem AT cpit Inkdfurrionhy
Redprcal coss holdings In Addiionsl Thr 1 caplisl instrumenis

173,301

Tre 2y
10,00

1,300,184

—amr

35,187

;
;
:

mim %m

Anrual Raport 2015 11
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Aczordng to Basal Il Instructions Beued by State Bank of Paldetan (BPRD drcilar # 00 deted August 16, 2013), it
Iz mandatory for all the banks to caiculaie and report the Lavarage Ratlo on & quertery basls with the minimum
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Pakistan’s First
Biometric & Cardless ATM

Your ATM Card is now obzolete. Your thumb impression is all you need for tranzaction at our ATMs,

Banklslami is the pioneer of Biomatric ATM in Pakistan since 2006, Cardless service was mada
availabla at salected ATMs in December 2012, This service is now available on all our ATMs installed
in 93 cities across Pakistan.

Banklslami also has the largest proprietary database of fingerprints in Pakistan.
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RISK MANAGEMENT

The objective of Risk Management is to effectively manage uncertainties that arise in the
normal course of business activities. The risk management function is one of the maost
important areas of the banking business, and covers a wide spedrum of financial business
risk class; including Credit, Market, Liquidity Operational etc. The Bank follows effective
risk governance which commensurate well with its current size and structure

The implementation of Basel || (B2) provides for a risk-based capital requirement. Further,
the SBP has decided to implement Basel || framework ina phased manner with effect from
December 31, 2013 to December 31, 2019, to revise and update capital reforms and
clarifications and further strengthen the existing capital adequacy framework prescribed
under Basel |l The Bank adheres to the requlatory requirement in this respect, and
conducts its business accordinghy

As a prelude to countering the financdial debacle of the recent past, the Basel Committee
(Internationally) is raising the resilience of the banking sector by strengthening the
requlatory capital framework, essentially building on the three pillars of the Basel (|
structure. The reforms raise both the quality and quantity of the regulatory capital base and
enhance the risk coverage of the capital framework The SBEP (State Bank of Pakistan)
while being cognizant of the various reforms inthe offing, is reviewing the impact of Basel
Il {B3) guidelines on the capital structure and CAR (Capital Adequacy Ratio) through
guantitative impact studies. Accordingly, the SBP has implemented first phase of Basel ||
framework with effect from December 31, 2013

RISK MANAGEMENT FRAMEWORK

A well formulated policy and procedure is critical to an effective Risk Management
frameworl it then needs to be reinforced through a strong control culture that promotes
sound risk governance. The Bank's Risk Management Framework has been developed
keeping in mind, that:

To be effective, cortrol activities should be an integral part of the regular activities of
the Bank

Every loss or near miss event should provide some Key Learring Outcome (KLO),
helping and promoting a better risk identification and mitigation,

While the reward may well commeansurate the level of risk it has to be viewed in
entiraty and not in isolation; and

Critical decision making should be based on relevant research, proper analysis and
effective communication within the Bank.
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Strategic Level

At the strategic level, the risk related functions are approved by the senior management
and the Board These include: defining risks, setting parameters, ascertaining the
institution's risk appetite, formulating strategy and policies for managing risks and
establishing adequate systems and controls to ensure that overall risk remains within
acceptable level and the reward compensates for the risk taken

MWacro Level

It encompasses risk management within a business area or across business lines
Generally the risk management activities performed by middle management or units
devoted to risk reviews fall into this category Periodical review of various portfolios; stress
test and scenario analysis for portfolio resilience; application of statistical tools and
information in time series for developing strong inferences are all performed at this level.

Wicro Lewel

Risk management at micro level, is of critical importance This function if performed with
diligence and understanding, can be of maximum benefit to the organization. Micro level
tisk management includes:

- Business line acquisition, strong adherence to the credit and other related criteria

- Middle Office monitoring function for a sound risk assessment of various risks
inherent Intreasury operations.

- Detailed review of various processes and operating procedures, for operafional and
other risk related assessments.

Risk appetite of the bank

The risk appetite of the Bank is an outcome of its corporate goal, economic profitability,
available resources (size and business life cycle) and most significantly; the controls. The
Bank believes in a cautious yet steady approach towards its business objedtives and takes
a holistic view of its investment and financing requirement

This approach Is primarily based on a viable portfolio build-up with a long-term view; kKey
consideration being the health of various partfolios.

Hisk organization

A strong organizational set-up, with clearly defined roles and responsibilities permits a
higher level of articulation of the Banks risk mandate, establishment of a structure that
provides for authority, delegation and accountability, and development of control
frameworl. Risk management cannot live in a vacuum, in order to be effective, it has to be
run at an enterprise level Risk governance must involve all relevant parties and should be
sanctioned by the bank's leadership.

Serving you, the Right way




The risk management function at the Bank, along with the different committees including
ALCO (Asset Liability Committee) and MGG (Management Gredit Committee), MG (Risk
Management Committee of the Board) manage and adhere to the risk management
policies and procedures, with an explicit aim to mitigate/ manage riskin line with the Bank's
objectives.

Business line accountabllity

One of the most important features of the risk management process is the business line
accountability Business has to understand the risk implication of specific transaction on
the business / portfolio. Some spedific risks e g reputation risk affects the entire banking
business and is not limited to one business line or the other At BIPL, as in ary other
reputable organization, responsibility comes with accountability Each business segment is
responsible for the profit / loss of the business. The management of risk is as much a line
function as it is supports,

Business lines are equally responsible for the risks they are taking. Because line personnel
understand the risks of the business. Lack of an understanding of this by the line
management may lead to risk managemert in isolation.

41.1 Credit Risk

The Bank manages credit risk by effective credit appraisal mechanism, approving and
reviewing authorities, limit structures, internal credit risk rating system, collateral
management and post disbursement monitoring so as to ensure prudent financing
activities and sound financing porttolio under the umbrella of a comprehensive Gredit
Policy approved by the Board of Directors. Credit Risk has certain sub-categories as
follows:

I} Price rlsk

There is a risk that the asset repossessed due to detault of the customer may be sold or
leased out to another party at a price lower than the original contract price.

i) Counter party risk

The risk that the counter-party defaults during the term of a transaction (Murabahah, ljarah
atc)

iy  Settlement risk

The risk that the counter-party does not meet its commitments at the maturity of the
transaction after the Bank has already met its commitments

lv) Country risk

Country Risk can be defined as the risk of adverse impact of certain factors on a country’s
specific economic, political and social scenatio which affects the ability of the country (or a
borrower in that country) to repay its obligations. Courtry risk may be a combination of
Transfer Risk and Sovereign Risk.
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41.1.1 Segmental Information

Segmental information is presented in respect of the class of business and geographical
distribution of Islamic financing and related assets, Deposits, Contingencies and

Commitments.

d1.1.1.1 Begments by class of bhusiness
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41.1.2 Credlit risk - 3tandardized Approach

Credit risk arises due to the risk of a borrower defaulting on his commitment gither in part
or as a whole. The Bank has currertly employed standardized approach for evaluation of
credit risk. |t uses GRM (Credit Risk Mitigation) technique where applicable The Bank
carries a strong desire to move towards the FIRB and Advanced approach.

41.1.2.1 Credit Risk: Disclosures for portfollo subject to the Standardised Approach and
supervisory risk welghts In the IRB Approach

The Bank uses reputable and SBP approved rating agencies for deriving risk weight to
specific credit exposures, where available The Bank has also recently emploved a credit
rating model, which is compatible to the rating guidelines of SBP which will support the
Bank in irternally rating the credit clierts.

Typas of Exposures and ECAl's used
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ExpoBU e dCR-vIS PAC A Cthem JCR- YIS Pac A Ctham
Corporate (21 MiA
Banks
Credit Expoaurea aubjectto Sandard Bed approach
213 a1
Amoot Ceduction amoutt Cedudion
: : Mat ama urk ) Nt ama ok
Expuatica 1) Faing Cuetanding CRM Custanding  CRM
gade Cdegon  Credi Credit
BEquivakent Equiaknt
e e - RU 00—
Claims on Gowernment of Pakizan [Federal or Prouncil Gowrnments) .
and SEF, denominated 0 PKF 5 dd 126,470 282 dd262%5 ads 052 94,052
ir - - - - - -
1 i TSR dSREad 2EEI0E L0S11TY GOT,EIE 1,473,567
: st et 24 5% - - - - - -
Claims on Publc Sector Emties in Pakidan ws 0%
6 150% . . . - . -
Unrated  S0% 9503254 TAd0dTS L04RTED ETO020 . T20MTE 149,542
0% - - - -
i s T 008 OTN0E 5 TEhd0% - 3,745,408
2 50% 152,862 dEdl LEZEIM A TANETE S0.555 2ETTHT
Claims on Corporates [excuding equity expozunes] 54 1005 2,885 1,085 1,168 4187 % 5664
56 1580%

Unrated 1 100%  26E3TE300  SA0EES8  SdS0dT1 2139EA3E TTONENE 15635220
Unrated 2 125%  1LEEREEE 1E65058 9792247 ATELNAE  1035TR2  5TIRIEE
0% - . - - - -
F 3 . 200

Claims cateqorzed as retai potflio 0% . - - E 2
TE%. B0 15E2TI CES0N208  2STEA96 SELI00D 1 FaT0eg
Fagt Dus kam:

1.0 whers spechic proizions are less than 20 percent of e outstanding
amount of the past dus chim,

1.2 wihere spciic provisions are mo kssthan 20 percent of the outsEnding

aTLod) ERAEOT  1E00d%
150 1105081 ETEAdE ERTOD ! ¥ g

1,547 6,265 15,072

&
amaunt of the past dus ceim. it Fan 638 4500 st
15 where spedfic provisions are more tan S0 percent of the outdanding dd 126 29,514 14,612
amount of the past dus ceim. b G B3 et Laees
2. Loanz and claims fully seqred against eligibk residential motgages . 231,658 - 231,655
that ané past due for morethan 90 daygs andhrimpared 1003 4208 i BALEAS
4. Loanz and daims fully secured against eigibk rezidental mortgge 5,647 : T4,547
that are pastdue by @ daysand for impared and specific prowzion hei FI 50 - 4,501

thereagainat iz more than 205 of outsmnding amoumt
Al other assets 100% 428552 - Edeagsr adi0g2 - ads, 052



41.1.22 Credh Risk Disclosures with respect to Crediit Risk Mitigation for Standard and
IRB Approaches

The Bank obtains capital relief for both on and off-balance sheet non-market related
exposures by using simple approach for Credit risk mitigation (CRM). Off-balance sheet
ltems under the simplified standardized approach are converted into credit exposure
equivalents through the use of credit conversion factors. Under the standardized approach
the Bank has taken advantage of the cash collaterals available with the Bank in the form of
secutity deposits and cash margins and lien on deposit accounts

Valuation and management of eligible collaterals for CAM is being done in line with the
conditions laid down by the SBP. Since eligible collaterals for CAM purposes are all inthe
forrm of cash collaterals, they generally do not pose risk to the Bank interms of change in
their valuation due to changes in the market conditions.

41.2 Equity Positlon Risk In the Banking book
E quity position Includes the following:
- Strategic investments
- Investment in equities for generating revenue in short term

These equity investments are accounted for and disclosed as per the provisions and
directives of SBP, SECP and the requirements of approved International Financial
Reporting Standards as applicable in Pakistan,

Provision for diminution in the value of securities 1s made after considering impairment, if
amy intheir value and charged to the profit and loss account.

41.2 Yikld/ Protlt Rate Risk Inthe banking book

It includes all material yield risk positions of the Bank taking into account all repricing and
maturity data. It includes current balances and contractual yield rates, the Bank
understands that its Islamic financing and related assets shall be repriced as per their
respective contracts,

The Bank estimates changes in the economic value of equity due to changes in the yield
rates on on-balance sheet positions by conducting duration gap analysis. It also assesses
yvield rate risk on earnings of the bank by applying upward and dowrward shocks.

414 Market Risk

Market risk is defined as the risk of losses in on-and-off balance sheet positions arising
from movements in market prices eg fluctuations in values in tradable, marketable of
leasable assets The risks relate to the current and future volatility of market values of
specific assets and of foreign exchange rates and benchmark yields.

The Bank uses various tools and techniques to assess market risk including but not limited
to full valuation, stress testing, scenario analysis. These assessment methods enable the
Bank to estimate changes in the value of the portfolio, if exposed to various risk factors.
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Moreover, since the Bank does not deal in interest based products, the impact of the above
risks will be very minimal. The Bank does not have positions or forward exchange contracts
giving mismatches of maturity unless such risks have been taken care of through some
other mechanism

The VaR reports are complemented by various other position and sensitivity limit
structures, including stress, sensitivity, gap and scenario analysis. The capital charge for
market risk has been calculated by using Standardized Approach.

41.4.1 Forelgn Exchange Risk

Currency risk is the risk of loss arising from the fluctuations of exchange rates.

In the normal course of conducting commercial banking business, which ranges from
intermediation only to taking on principal risk as dealer or as counterparty, the Bank
purchases of sells currencies in today / ready and gives of receives unilateral promises for
sale of purchase of FX at future dates in a long of short position in different currency pairs
These positions expose the Bank to foreign exchange risk To control this risk, the Bank
primarily uses notional principal limits at various levels to control the open position, and
ultirmatehy the residual foreign exchange risk of the Bank. The Bank also strictly adheres to
all associated regulatory limits.

Following is the summary of the assets of the Bank subject to foreign exchange risk.
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United Btaise dollar 1,023 042 1,371,028 453,172 104,539
Cruat Britadn pound 136,378 100,132 - G248
JApAnpa yan 4,508 250 - 2404
187,173 152,488 - 4,530
UAE Dirham 3428 - - 3428
ACU 18,6583 - - 18,583
CHF 1,240 - - 1,280
AUD 5253 - - 5263
Smud Riyel 1,428 - - 1,825
ARy _ SIeE - BN
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41.7

41.8

41.9

Operatlonal Rlsk

Operational Risk is defined as the risk of loss resulting from inadequate or falled Internal
processes, people and systems or from external / internal events. The risk is different from
the others, since it has a greater level of uncertainty and may be termed as a little difficult
to measure. The Bank believes that prudence should be lived and breathed through the
organizational culture

At a more formal level, the Bank has strengthened its risk management framework by
developing polices, guidelines and manuals. Operational and other risk assessment tool
e g ORAF is being effectively used to assess, mitigate and monitor possible risk that may
arise in any of the Bank’s financial product or department. Operational Loss Database
(OLD) records all the internal / external potential operational losses which helps the
management understand the causes and impact of these risks.

Strateglc Risk

Strategic risk arises due to wrong assumptions in strategic decision making or the failure
to react correctly to longterm changes in strategic parameters.

The Bank follows a deliberate low-risk strategy Within the general constraints of its niche
market the Bank is aware of the need of reducing risk. The Bank has a well established
strategic planning and evaluation process which involves all levels of management and
which is subject to regular review.

systemic Risk
Systemic risk is the risk of a total or partial collapse of the financial system,
Such a collapse could be due to technical factors or market driven (psychological reasons).

Systemic risk is reduced by the activities of both national and international regulatory
authorities: The Bank actively supports these organizations through its membership of the
relevant banking industry association e Pakistan Banks Association ("PBA”). The Bank
also takes account of systemic risk by means of careful managemert of counter party risks
in the inter-bank market.

Sharlah Nor-compllance

Shatiah non-compliance risk is the riskthat arises from an [slamic bank's failure to comply
with the Shariah rules and principles prescribed by the State Bank of Pakistan and / or the
Shariah Advisor of the Banid It remains the maost important operational risk for an Islamic
bank Compliance of Shariah guidelines must permeate throughout the organisation and
its adherence should be reflected inthe products and activities.
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TRUST ACTIVITIES

Banks commonly act as trustees and in ather fidudary capacities that resultin the holding
or placing of assets on behalf of individuals, trusts, retirement benefit plans and other
institutions These are not assets of the bank and, therefore, are not included in statement
of financial position. Following Is the list of assets held under trust:

I Category | Type [ He. of IPS wecoumt | Foce Volue |
R HE pig] ) i)

e RUPEES N TH—
Insurancs Companies Baicuks 1 1 220,000 220,000
Aasat Managemant Compan ks Sulaia 24 28 1,452 185 1455885
Employes Funds f NGO's Buiauks ] L 79,600 TR.500
Indhdduals Suliae 10 10 111,870 108 370
Others Buluics 21 21 4,598,405 4,548 485
Bl -2} B.450,000 5,710,000

PROFIT / {(LO3S) DISTRIBUTION TO DEPOSITOR'S POOL

The Bank malntained the following pools for profit declaration and distribution during the
vear ended December 31, 2015

i1 General Deposit Mudarabah Pool (PER, USD EUR & GBEPY;
iy Musharakah Pool under SBP's |slamic Export Refinance Scheme; and
iy Treasury Special Pools

The deposits and funds accepted under the General Deposit Mudarabah Pool is provided
to different sectors of econormy mainly to 'Textile and allied', ' Energy’, 'Fertilizer!, Trading'
' Consumer Finance' and 'GOP ljarah Sukuks'.

Musharakah investments from the SBP under Islamic Export Refinance Scheme (IERS)
are channelled towards the export sector of the economy via different |slamic financing
modes such as Murabahah, Istisna etc.

Key teatures and risk & reward characteristics of all pools

The 'General Deposit Mudarabah Pool' for both local and forelgn currency is to cater all
depositors of BIPL and provide profit / loss based on actual returns earned by the pool
Depositors are Rabb-ul-Maal as they are the provider of capital while the Bank acts as
Mudarib by imvesting these funds in business. Since there are more than one Rabb-ul-Maal
(depositor), their mutual relationship Is that of Musharakah. Profit is shared among
Mudarabah partners (Bank and depositors) as per pre-agreed profit sharing ratio
Whereas, profit sharing among the depositors is based on pre-assigned weightages. Loss,
it ary, is borne by Rabb-Ul-Maal as per the principles of Mudarabah,
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ThelERS Pool caters to the'lslamic Export Refinance Scheme' requirements based onthe
guidelines issued by the SBR In this Scheme, SBP enters into a Musharakah arrangement
with the Bank for onward financingto exporters and ather blue chip companies onthe basis
of Shariah compliant modes such as Murabahah, Istisna, etc Under the scheme, SBEP is
required to share in profit and loss of the Bank's |ERS Musharakah pool. IERS pool
consists of blue chip companies to whom the Bank has provided financing facilities on
Shariah compliant modes including IERS facility. Profit is shared according to an agreed
weightage and loss is shared according to the imvestment ratio.

Treasury Pools are managed on the basis of Musharakah, wherein BIPL and partner
(Financial Institution) share actual return earned by the pool according to pre-defined profit
sharing ratio

Therisk characteristic of each pool mainly depends on the asset and liability profile of each
pool. The pool is exposed to following Kinds of risks:

1 Asset Risk The pool Is exposed to Asset Risk which is the risk that is associated
with lslamic mode of finance(s) applied / used under the transaction structure(s).
The Bank has prepared detailed product manuals in order to identify and properly
mitigate such risk. The Bank also analyses transaction structure of each customer to
further ensure proper safeguard of depositors' interest. The review is done by
experienced team of professionals having considerable experience in the field of
lslamic banking and finance. MNevertheless since Islamic banking is a nascent
industry we believe that the process of further improvement will cortinue as the
business grows.

2 Credt Risk: Financial Risk is the risk which is associated with financing that iz
mitigated through safeguards through available standards within Shariah guidelines
as disclosed in note 41.1 to these financial statements.

Parameters used for allocation of protit, charging expenses and provisions efc.
along with a brlet description of thelr major components:

Gross income (Revenue less cost of goods sold and after deduction of other direct
expenses), generated from relevant assets is calculated at the end of the month. The
income is shared between the Bank and the depositors as per agreed profit sharing ratio
atter deduction of commingled Bank's equity share on pro rata basis. The residual is
shared among depositors as per agreed weightages. These weightages and profit sharing
ratios are declared by the Bank in compliance with the requirements of the SBP and
Shariah

The allocation of Income and expenses to different pools is based on pre-defined basis and
accounting principles / standards, Direct expenses are charged to respective pool, while
indirect expenses are borne by the Bank as Mudarib. The direct expenses charged to the
pool are direct cost in financing / investment transactions (i.e. Murabahah, ljarah,
Diminishing Musharakah, Istisna, Karobar Financing, Salam, etc) and depreciation of
ljarah assets. The general and specific provisions created against non-performing Islamic
financing and related assets and diminution in the value of investments as under prudential
regulations and other SBP directives have been borne by the Bank as Mudarib.
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Prodit mebe and Perosntage of | Amsund of
Toreit Dvpoall woighige | ORI | reeior | mudand | mmdarn ::"""' Rl b edcire] izt Bhare
Budlariboh Posd [(akw smbinrmt] """I Share® | sham'® | shars . """“ " | raslered | waraiied
perixl [Savinss and threugh Hiba | Swmugh His
TForm]
171 In
PR Pl Monthiy B.05% A 4% 2811 5i9% 17.59% 621435
UBD Paol Monthhy 0.9%5% N 43T 42 O35 1743% -]
ProBt rabs s Porosntaps of|  Amaunt of
it T MI T | oo s | Bk sbas i P".l TEE | o ety e P St
Ramrws nosmnd] E 1 % rmrmilisrred sl
pri L el TSR ——
1] n
{1} elamia Export Rafinanos
[IERB] Poal Monthhy B10% 2 % T7.60% 103,674 BE.62% 0.0{r% -

(M) in acdiion o the abowe, 167 short term Troamry Fools wom cmaled o most Bquidity managemenl requiromant of Treesury
Dapadment. Tha Pools nemn disecived afisr malurily of mepecthva Tressury ransadion. Tha Poole were managed under the Sharish

approved guidalines
&4 GENERAL
Captions, az preseribad by BED Cireular No. D4 of 2006 dated February 17, 2006 lexuad by the SBP, In rexpact of
which thers am no amounte, heve not been reproducad In thesa finencial sindemants, sxcept for captions of the
Staternant of Financial Poalion and Profit and Lise Acersunt.
Tha figures In the Anenclsl Fixdements have been rourdad off to the neamsst thousand nupse.
441 Comeponding figures
Comreaponding figures have baon re-srmangsd and recesslfiad, whorever nocassary, o facitate comparisons. Thens
wers no algnificant reclassifications / restataments during the yaar,
4 DATE OF AUTHORIGATION FOR IB3UE
Thesa francial statements wers authorized for e on_June 04, 2016y the Beard of Direciors of the Bank.
it iz M"m\"ﬂm—" -": iy gl " st
CHARBMAN PREBIDENT f CHIEEF EXECUTIVE DRECTOR DIRECTOR
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Annexure 1

Detil: of @sst disposed off during the year including @t disposed off 4o the © hief Exec uthe Cfficer or o a Director or o Boec uthes
or o any elaedparties imespactiveof the waloe, aneas Dliows:

Azt desciphion Rzt fooomdated WV Sde Ganf(oss)  Modeof Par bcadar=of Buer
Cost  deprecilion proceeds ondisposal  digposl
—_——————— Fiopeeseei 000 —— ——————
SRR, Ganeratorn (27 A Conforation) B33 B33 B B Tl Clam  Poi Qabar THaEn remnce ClaEn
1P P Sysheni k1] fcif| - 1] A Taad Claim Pab GdE Tahatul nelrmnce Clam
GG ROty el 151 150 el 151 Tatiand Claim P Gt Taarul merance Clan
Gzt [P Prone Fis Swich and Roubar s i} =0 - s i} ez} Tabiand Claim Pk Caabr Taaiul melrance Clan
10KA UFS R 270 En) 2P0 Tl Clam  Pol Qata THE remnee ClaEn
Gzt [P Frone =7 =7 =7 =7 Taband Claim P Cabar Taandl nelrance Clan
Lo St 13 138 13 1= Tahand Claim P Gt Taa'ol nelrance Clan
Lot Trinkped T420 fiobe ook, PC Rifd Core 125 126 5 A Eard Policy 1. YaEr Siddgu - Section Head - Taning & Dewsapment
Leroen Thinkped T420 hioke book, P nitd Gore 125 126 - g f Eank Policy M. Arsian ipd - Section Head - Recruiment & Hring
IS Sich 20D 17 29 = 17 M kA Clam Pal Gobar THa U redmnce Clan
Lo Thinkped T4E0 hioke ook P ne Gore 110 09 1 g 4 Eark Policy M=, AtKa Khan - Saction Head Anancs
Lerion Thirkpad 7420 0 9E 12 17 f Esrk Policy M. Famian Ahinmed
Loenuo Thinkped T420 hioke bock P Nt Core 10a 109 : & 5 BaH Poliy W KEMEN A Sidogu - HOO - Phone ESnking
Leroen Trinkped T420 hobe ook PC N Core Lo} 109 e} f Earb Policy M. Alesnn AZii- Saction - Head Anancs
Lo Thinkped T4E0 hicke book, P N Gore Lo} 09 g ] Eard Policy M. Ahi ad ADDES - Sacion Haad P
LoD Thirkjped T420 hiobe book, P intd Core L] 09 5 4] Earl Policy M. SarfamE Waris - LInit Hesd hevworking
Lerod THinkped TH20 hote ook, P nd Gora 8 09 5 5 Eard Policy  Sed Aka Hussan Jaiei - Hoo -
Lercen Trirkped T420 fobe book, P Initd Core L} 04 g 4] Bk Policy M Arbab Wadood - Sacion Hesd - neEsTucine 50
Lerod THinkped TH20 hote ook, P nd Gora 8 09 5 5 Eard Policy M. Eild B Saeed - Regional Operstion Manads - o
Lercen Trirkped T420 fobe book, P Initd Core L} 04 g 4] Bk Policy M. Sonail Hashim - Sacion Head hewarking 150
Lercn Trirkjped T4E0 hote book, P ntd Gore 08 09 - g ] Eark Policy M. Khawaa BrarUkHasan - Head of Legd & Compliancs:
Lercen THnkped T420 hiobe book, PG nitel Gore 02 9 ik 15 4 Earki Policy M. Shoab Khen - HOoD Theasiry
Leron Trirkjped T4E0 hote book, P ntd Gore Loz 02 - g ] Bk Policy  Ms. husrat Ratin a - Secratarybo GRC
Lerm THinKped T420 hobe bock Po Rt Core i 10z 5 5 BoH Policy M posa AShiE - Sodion Head Comorte STaiagy and
Essingss Fianning

Lo Trirkpad T-H Ohdobe Bcok PG b Ll LR} g 1] Eard Policy M. Aransd Wahab 2uber - HoD A0
Lergnn Trirkped T440 hoke book, PC R Core o ag 5 A Ecrd Policy M. S=iman Ahined - Anea Manager
Lo THinkped T4 ke bock Po Nt Core o ag g 5 ES0H POy Syod MUCESiT HUSSEN - A0 hena0e
Lerw THirkped T440 hiobe bock Po: Rt Core o ag g 5 Eonl Policy W Py HEn - Ak
Leron Trinkped T4E0 hioke book, P nitd Gore o« Qg g f Eard Policy M. Sonal Gadi - ares Cpesion Mansos
L Trirkpad T4 0 hloha Ecok o a8 e} f Eark Policy M. Lakaat Hussan - 5H - nbermal Audi
Lo Trirkpad T-41 O obe Bk o o g ] Ecrd Policy M. MW 00f MOren - Maional Salkes Manade
Ly Trirkped T-H 0 hdobe ECok PG N o Qi - e} f Bk Policy M. rnad ahmed §32 - Shanah Advsr
Honda G A0 MO Cie-hodel 2008-KBGE03 EE ES 1 & 18 Ecrd Policy M. S=dem LiIEh Drmni - Criver GBS
GG Rouker 2044 a2 14 44 o 14 Takand Claim Pl Catar Taiaful necrmnce Clain
Ot i i Clizrk i) a0 - i) A0 Hkamd Clam  Fal Gabar T U relance Clan
LA i iin Clieri 48 449 48 49 kA Clam Pol Gt TaHa Ul rerance Clan
Thin Cliark Syshern 48 48 48 40 Tkamd Clam Fak Gabar T Ul relEnce Clan
Thir Cliark Sytshadn 4 43 4 42 Tk Clam Pol G TaHa Ul rermance Clan
Thin Cliark Syshein 4 43 4 48 hkamd Clam Fal Gabar THa Ul rel@nce Clan
o o Urkng Machine 44 44 3 3 Tradein o in -AsEn Machines & Technologies
Ik Cownking Machine 42 42 1 1 Takand Clam Pl Qs Taa reumnce Clan
fioke Caurking Machine 42 42 1 1 THkand Clam el Qe TaHE O reumnce Clan
T Caordine] Machine 42 42 1 1 Tradein  Teoe in -asEn Machines & Technologies
Thin Cliark Syshan H 4 H 4 Hkad Clam PaH Gobar Taal relance Clan
Thin Cliark Syshams 40 40 40 40 kA Clam Pal Gabar Taarl reumnce Clan
T Coorkng Machine 40 40 i 1 Tradein o i -asEn Machines & Technologies
T Caordine] Machine x 36 1 1 Tradein  Teoe in -asan Machines & Technologies
MG R AT Machine 22E M 4 A M 4 Tokaid Claim Pai Gabar Taad Ul relrmnce Clan
Ao 185" LCD Digniay Moniioy H 34 - H M mkafd Clam Pal Gabar Taa reumnce Clan
T Canirding Machine 2 32 - i 1 Tradein  Tede in -osEn Machines & Technologes
Fedesd Rars pe-sd 24 g 13 f Eark Policy W' Siddiqui Erciners
T Canirding Machine H H - i 1 Tadein  Tade n -t Machines & Technologes
ok Couning Maching i | 3 1 1 Takand Clam Pl Qe THa reumnce Clan
ok Counking Machine | k| i 1 Takand Clam Pl Qe THE Meumnce Clan
ke Caunking Machine | k| i 1 Takamd Clam Pl Qs TaHE W relmnce Clan
Tk Corkng Machine #H H 1 1 Tradein  Teoe i -asEn Machines & Technilogies
Pk Coring Machin: #H H 1 1 Tradein  Tede in -asian Machines & Technologies
Tk Corkng Machine #H H 1 1 Tradein  Tede in -asiEn Machines & Technilogies
Pk Coring Machin: #H H 1 1 Tradein  Tede in -asian Machines & Technologies
Trin Cliark Sysham el il el A Tkaid Clam Pak cober Toaul relmnce Clain
Thin Cliark Sytshan il il - il A Tkamd Clam P Gt Toar Ul rel@nce Clan
LR Sarier il Cam ems = 14 14 = 14 Tkaid Clam  Pak ot Toa Ul relmnce Clain
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Directors Report

On behalf of the Beard, the consolidated Annual Report of Banklislami Group
{"the Group’) for the year ended December 31, 2015 is being presented. The

fallowing are the key finencial highlights:

Total Deposits

Total Axsets

Total Financing net
Total Investments
Shereholder's Bquity
Profit Afer Taox
Branches

Dieg-15 Decld Growth (%)
essannerssoRUpESS 0 “IHHOAN .ovo s oeesee

152,661 90,331 89.00%

174 5409 101,992 FiL.14%

69 4258 410897 58.94%
35,801 30,511 17.4%
11,484 6873 &M%

A7 a13 -127.88%

a1y 213 45.B3%

Our Group performance remained satisfactory. The Group has been able to
posted growth in its deposits by 69.0%, Financings by 68.9% and Total Assets

by 71.14%.

We would like to place on record its deep appreciation to the State Bank of
Pakistan and Securities and Exchange Commission of Pakistan for their
continued support, guidance as well as understanding. Also, we would like to
ghow gur gratitude to the employees of BankIslami and Banklslami Modaraba
Investment Limited for their contrfbution towards the Group's progress
through their hard work and commitment,

On behalf of the Board,

A dnndlgu <
Hasan A Bilgrami
Chief Fxecutive Cfficer
June 04, 2016

Serving you, the Right way
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+ Strength
= Stren ngth

Banklslami branch network reached 213 branches in 80 cities.
Equity Investment of Rs. 4.2 billion was made by the shareholders.
Deposit base reached Rs. 91 billion.

Assets rose to Rs. 100 billion.

Consumer portfolio increased to more than Rs, 5 billion,
Customer base crossed 400,000 customers.
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Banklslami
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Reaching new heights in
Islamic Banking

Banklslami offers a completa range of Shariah Compliant products for individuals and businesses.
With a network of 317 branches in 93 cities, we go an axtra mile to make your lslamic Banking

expariance a world class one.

For mora information on our products and services, visit your nearest Banklslami branch today
or call 111-ISLAMI (111-475264),

Sendng you, the Right way
- OWQ)
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Auditors’ Report to the Members

We have audited the annexed consolidated financial statements comprising the consolidated
staternent of financial position of Bankislami Pakistan Limited (the Holding Compary) and its
subsidiary companies (the Group) as at December 31, 2015 and the related consolidated profit
and loss account, consolidated statement of comprehensive income, consolidated cash flow
staterment and consolidated statement of changes in equity together with the notes forming part
thereof, for the year then ended. We have also expressed a separate opinion on the separate
financial statements of Banklslami Pakistan Limited and have performed a limited scope review
under the International Standard on Review Engagements 2410, "Review of [nterim Financial
Information Performed by the Independent Auditor of the Entity" of the subsidiary company,
namely Bankislami Modaraba Investments Limited. The financial statements of the subsidiary
companies namely KASE Securities Limited and Structured Venture (Private) Limited were
audited by another firm of auditors whose reports have been furnished to us and our oplinion, in
sofar asitrelates to the amounts included for such companies, is based solely on the reports of
such other auditors. The financial statements of another subsidiary company namely My
Solutions Corporation Limited are consolidated by the Holding Company on the basis of
unaudited / unreviewed financial statements. These consolidated financial statements
incorporate the balances as at May 7, 2015 of the defunct KASE Bank Limited {(amalgamated
with and into the Holding Company with effect from the close of business on May 7, 2015) which
have been audited by another firm of Chartered Accountants, whose report has been furnished
to us and our opinion in so far as it relates to the amounts included for the defunct KASE Bank
Limited is based solely on the report of such other auditors. These consolidated financial
staternents are the responsibility of the Holding Companys managemert. Qur responsibility is to
express anopinion on these consolidated financial statements based on our audit

Cur audit was conducted in accordance with the International Standards on Auditing and
accordingly induded such tests of accourting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the consolidated finandal statements present fairly the financial position of the
Holding Company and its subsidiary companies as at December 31, 2015 and the results of their
operations for the year then ended.

M#:r-—g-ﬂ Y &

Charteraed Accourtants

Engagement Partner: Syed Fahlm Ul Hasan
Crated: June 05, 2018

Karachi

Anrual Raport 2015 14




Consolidated Statement Of Financial Position

AS AT DEGEMBER 31, 2015

ASSETS

Crash and balances with treasury banks

Balances with other banks

e from financial institutiens - net

Imvestments - net

Islamic financing and related assets and Advances (nef)
Operating fixed assets

Deferred tax assets - net

Cther assets - net

LIARILITIES

Billz payable

Die to finansial institutions
Deposits and other acs ounts

Sub-ordinated loans

Liabilities against assets subject to finance lease
Deferred tax liabiities
Cither liabilities

HET ASSETS

REPRESENTED BY:

Share capital

Discount on lssue of shares

Reszerves

Total equity attributable to equity holders of the Bank

Mon-contrelling interest

SUrplus on revaluation of assets - net of tax

CONTINGENCIES AND COMMITMENTS

Hote

10
11
12
17
13

14
15
16

1
18

19

210

21

22

2015 2014
----------- Rupees in '000 -
0,035,389 6,361 444
2,016 267 847,890
39,855 525 18,143 574
35,801 058 30,511 422
60,428 078 41,097 058
5,650 639 3,387 282
5 247 169 E
g, 805 362 1,643 247
174,549 037 104,999 917
1,623,933 018,435
3197 770 BE1,000
152, 661,140 90,330,870
E 199348
5. 681,950 2100455
163,064 302 5119108
11,484, 235 5,872,800
10,079129 57ER T
(79, 042 (79042
465,881 542 526
10,465 960 6,222 204
189,855 +
10,865 815 5,222 204
228,420 650,605
11,484,235 6,872,800

The annexed notes 1 to 46 and Annexures | and |l form an integral part of these consolidated financial

statements.

. Yhasienees
:F"" >|iu,_-_.- ‘ df ey MAS
CHAIRMAN PRESIDENT [ CHIEF EXECUTIVE

~ A

DIRECTOR

o b
s Fadats
g Gl

DIRECTOR

Serving you, the Right way




Consolidated Profit and Loss Account
FOR THEYEAR EMDED DECEMBER 31, 2015

Profit / return earned
Profit £ return expensed
Met spread earned

Reversal of prevision against noen-perferming 1slamic

financing and related assets - net

Prawision for diminutien in the wvalue of investments

and placements - net
Bad debtswritten off directly

Met spread after provisions

OTHER INCOME

Fee, commission and brokerage inc ome
Dividend Incaerme

Incerme from dealing in foreign currencies
Gain on sale of secUrities

Linrealised gain on revaluation of investments

glassified as ‘held for trading’
Cther income
Total other income

OTHER EXPENSES

Administrative expenses
Cther provisions fwrite offs

Cthercharges
Total other expenses

Lossforthe period from KAZE Securities
Limited - net of tax

Share of profit from assosiates
{LOSS)} f PROFIT BEFORE TAXATION
Taxcation

- Current

- Priot years
- Defarred

{(LOSS) f PROFIT AFTER TAXATION

Basic {los=) f earnings per share
Diluted {los=) [ earnings per share

Hote

23
24

11.16.2

g9 &1012

25

26

27
134 &13.2

28

24
10011

a0
30

a2
22

2015 2014
----------- Rupess in '000 -
8,831,175 7,819,383
5,098 501 4,458 040
3732674 3,363 343
(639,623 (22 255)
5 53g Tar
25 455
[B33,912) (21,013
410,112 387 333
3,303 3
82,403 172,358
12,002 32473
64,119 40,244
571,940 532103
4 938,526 4,018 459
5 058,067 3,471,872
162,299 £2,243
2,148 12,666
5222 Bod 3,546 531
(283,978 489,878
(14,4893 )
134,837 )
(183,830 469,878
99,489 84,890
21,384 :
(197 098, 71,548
(7 e, 245) 156,438
(57, 380) 313,440

- Rupees ——

(0.1 088) 0.ETT4
(01 088) 0ETY4

The annexed netes 1 to 46 and Annexures | and [ form an integral parn of these consolidated financial

statements.

VT i
g s ﬁ @i
CHAIRAN PRESIDENT f CHIEF EXECUTIVE

Lot

DIRECTOR

DIRECTOR
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Consolidated Statement of Comprehensive Income

FOR THEYEAR EMNDED DECEMEER 31, 2015

2015 2014
----------- Rupeas in '000 -
ELom} f profit after taxation for the year attributable 1o:
quity shareholders of the Bank a4 107 313440
Mon-centrelling interest (3,278 3
(87,385) 313 440
Other Comprehensive Income
ftems that may not be redassified to profitand loss account in
subsequent periods
Remeasurement of defined benefit plan 7,73 (24, 798)
Tax on remeasurement of defined benefit plan 278 3,688
5,183 e 11
Comprehensive {lo=s) f income transferred 1o statement
of changes in equity (92 574, 297 330
Components of comprehensive income not reflected in equity
Surplusf(defic'rtalc-n revaluation of awvallable for sale investments-net of tax
Equity sharehalders of the Bank 66,635 198319
Maon-contrelling interest (2,455 3
64,080 (198,319
Total comprehensive (less) S income for the year (28,494 99011

The annexed netes 1 to 46 and Annexures | and |l form an integral part of these consolidated financial
statements.

4 et .

CHAIRMAN PRESIDENT 7 CHIEF EXECUTIVE DIRECTOR DIRECTOR

4“ Serving you, the Right way




Consolidated Cash Flow Statement
FOR THEYEAR EMNDED DECEMBER 31, 2015

Mot

CASH FLOW FROM OPERATING ACTIVITIES

iLessy f profit Defore taxation
Less: Dividend Income
Less: Bhare of profit from associates

Adjustments for non-cash charges and other itemes:
Depresiation on owned assets 27
Arnertisation 27
Depresiation on operating ljarah assets

Reversal of prevision against noen-performming

Islamic financing and related assets - net
Prosision for diminuticn in the value of investments
and placemeants

11.16.2

Cther provisions
Charge for defined benefit plan 27
Gain on sale of property and equipment 26

{Increase) / decrease in operating assets
Crte frem financial instiutions
Istamic finanzing and related assets
Others azsets (excluding advanc e taxation, defined benefit assets
and dividend rEEEanDlE?

Increase [ {decrease) in operating liabilities
E-iIISFa able
Crue te finansial institutions
Deposits and other accounts
Other liabilities (exc uding current taxation)

Payments against defined benefit plan 35
Incerme tax paid

Net cash (used in} f generated from operating activities
CASH FLOY FROM INVESTING ACTIVITIES

Met investments in available for sale securities
Dividend received

Investments in operating fixed assets

Met cash inflow on acquisition

FProceeds from dispesal of eperating ficed assets

Net cash generated from investing activities

CASH FLOY FROM FINANCING ACTIVITIES
lz=ue of right shares

Net cash generated from financing activities

Increase in Cash and cash equivalens
Crash and cash equivalents at the Beginning of the year 33
Cash and cash eqquivalents at the end of the year 33

2015 2014
----------- Rupess in '000 -
(163,630 469,878
(3,303 -
{134,837 -
(307,770) 460,678
507 444 329,154
30,196 15,104
837,018 657 354
(639,523% (22,255
5,58 78
162,299 23,038
50,227 83,012
(3,583) (4,712)
949 664 1,031,510
647,894 1,501,388
21,710,882 {11,632 401
17,429,530 (3,423 424
(1,235,426) 23,469
(40,375,838) (15,032,356)
441,578 82,873
5,126,100 (1,9??,00(;3
4,992 008§ 15,160,87
{164,693 1,273,169
10,394 991 14,539,921
(29,332,953 1,008,953
(72,654 42 052
{151,891 87,780
(29,557 498) 568,221
23,359,413 610,873
19,473 -
520,926 (578,947)
5,236,527 -
4,392 6,887
29,079,920 38,813
[ 4.320,400] 400,000 |
4,320,400 400,000
5,842 822 1,307,134
7,209,334 5,902 200
11,052,156 7,209,334

The annexed notes 1 to 46 and Annexures | and [ ferm an integral pan of these financial staterments,
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Consolidated Statement of Changes In Equity
FOR THE YEAR EMDED DECEMBER 31, 2015

Attributable to equity & harsholders of the Bank

e e— i =
T i B .h'I-.“III Seb el | Irineaet
et

Share Dimecund on
Capiial bime o
‘

Babnceasatdanuany 04, 204 5270 679 - 0446 : WADS 5547 - 5T

ko of nght shames at discount 479 42 2042 z . ) 400,000 > 400 000

Profit after feation for the weartransfemed from
Swlementaf Conprehansie Income 5 5 2 . G13,440 a13,440 5 a1 440

Tranzfar o statun ry resene = ) G2.730 - 52,730

Transfer from s urplus on e lustion of
fized asset - natof &x = = = 5 7550 7580 = T 580

Rermeasuements of the net defined benafit

libility ¢ &ss2t - netofiax > > z - 6,110 16,1100 > &, 110
Bakanc= a3 at Decarber 31, 2014 ETEETH Fonde)  2raiTe . 09 6220 . 5,225 A0
Transfer o ese e for bed debts & continoa ncies = = - 28000 {200 000

Mo rcontmilling interst roognised dunng the war
{upon business cormbiration, efar note 2) - - - - - - 193133 195,153

ksue of right shames at par 45320 400 5 2 - ) 4,520,400 5 4 20400

Lioss afher Biation for the year transtamed from
Swementof Compehansie Income : : - * B4, 107 ) [B4107)  (3.278) 17 355

Transfer o statunny resane

Transfer from surplus on e lestion of
foed assat - netof & > ) z - 12652 12652 > 12552

Rermeazuement of the net defined benefit
lizhility / ezt - natof - . . : i=,123) i5,183) - 5,188

Bsknceas at Decamberd |, 2045 10,079,121 FO4I)  o7ai7E SE0OM0 (57,0950 10465060 189855 (0GESA1S

(@) This represents msane =iEting © hokding company created undar sectian 21 (i) of the Banking Cormpanies Omdinance, 1962,

Az evplainad innote 11.16.3.2 tothese financial staternents, Fs. 185062 million &3 at Decerber 31, 2015 (Decerbar 31, 2014 Bs. 205,554 million) epesenting
additional profit (net of ) arsing fmomavailing fomed sak wlue Beneft ordet mining povizoning rquirment B notavaikbke orthe pupose of distrbution of
dividand to the shamhokders of the holding cormpeany

Theanneoed notes 110 46 and Annesures | and | form an inbegral part of these consolidated financial staterments,
.

Y ) I | I B e
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CHAIRMAN PRESIDENT / CHIEF EXECUTIVE DIRECTOR DIRECTOR
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Notes to and Forming Part of the Consolidated Financial Statments
For the Year Ended Decenmber 31, 2015

1  STATUS AND NATURE OF BUSINESS
The Group comprises of:
1.1 Bankislaml Pakistan LimIted (Holding Company)

Banklslami Pakistan Limited (the Bank) was incorporated in Pakistan as a public limited
company on October 18, 2004 under the Companies Crdinance, 1984 to carry out the
business of an Islamic Commercial Bank in accordance with the principles of |slamic
Shariah.

The State Bank of Pakistan granted a 'Scheduled Islamic Commerdal Bank' license to the
Bank on March 18, 2005 The Bank commenced its operations as a Scheduled [slamic
Commetcial Bank with effect from April 07, 2008, on receiving Certificate of
Commencement of Business from the State Bank of Pakistan (SBP) under section 37 of
the State Bank of Pakistan Act, 1956 The Bank Is principally engaged in corporate,
commetrcial, consumer, retail banking activities and investment activities.

The Bank is operating through 317 branches including 124 sub branches as at December
31, 2015 (2014 213 branches including 90 sub branches) The registered office of the
Bank is situated at 11th Floor, Dolmen City Maring Drive, Block-4, Clitton, Karachl, The
shares of the Bank are quoted on the Pakistan Stock Exchange Limited (formerly Karachi
Stook Exchange Limited),

The Pakistan Cradit Rating Agency (Private) Limited (PACRA) has maintained the Bank's
longderm rating as 'A+' and the short-term rating as 'A1'

1.2 As mentioned in note 2 below, during the current vear KASE Undertakings have been
acquired and amalgamated with the Bank under a scheme sanctioned under section 47 of
the Banking Companies Crdinance, 1962,

1.3 Bankislaml Modaraba Investments Limited {Subsidiary Company) - 100 percent
holding

The subsidiary company was incorporated in Pakistan on January 22, 1986 under the
Companies Ordinance, 1984 as a public limited company Later on it was registered as a
Modaraba Compary with the Registrar of Modaraba Companies andModaraba (Floatation
and Control) Ordinance, 1980 The principal activity of the subsidiary company is to float
and operate Modaraba The subsidiary company is managing its Modaraba with the name
of Modaraba-Al-Mali. The principal place of business of the subsidiary compary is situated
at 10th Floor, Progressive Square, Shahrah-e-Faisal, Karachi.

Anrual Raport 2015 14




The financial statements of the subsidiary company have been consalidated on a
line-tiy-line basis and the carrying value of the investments held by the holding company
has been eliminated against the shareholder's equity in the subsidiary company Intra
group balances or transactions have been eliminated.

The financial statements of the subsidiary company have been consolidated on the basis
of reviewed condensed interim financial information for the half year ended December 31,
2015,

The financial statemerts of "Modaraba Al-Mali", a modaraba floated by the subsidiary
company in which it has 13 percent holding, have not been consolidated although the
Group has control over Modaraba Al-Mali by virtue of management rights. The
management of the Group is of the view that consolidated financial statements are
required to be prepared only for subsidiaries as defined in the Companies Ordinance,
1084, "Modaraba Al-Mali" is a modaraba floated under the Modaraba Companies and
Modaraba (floatation and control) Ordinance, 1980 and does not fall under the definition of
subsidiary as defined under the Companies Ordinance, 1984, Hence, the financial
statements of "Modaraba Al-Mali" are not required to be consolidated in the Group's
consolidated financial statemerts.

1.4 KASB Securltles Limited {Subsidlary Company) - 77.12 percent holding [Acqulred as
pait of business acquisition during the current year]

KASE Securities Limited was incorporated in Pakistan on October 24, 2000 under the
Companies Ordinance, 1984 and commenced its operations effective January 01, 2003,
on the transfer of assets and liakilities of the securities segment of the then Khadim Al
Shah Bukhari and Company Limited under a scheme of arrangement approved by the High
Court of Sindh. The shares of the Company are listed on the Pakistan Stock Exchange
Limited (PSX) (formerly Karachi Stock Exchange Limited). The registered office of the
company is situated at Sth Floor, Trade Certre, || Chundrigar Road, Karachi,

The Company is a TREC holder of the Pakistan Stock Exchange Limited (PSX) and
Corporate member of Pakistan Mercantile Exchange Limited (PMEL) and is principally
engaged in the business of stocks, money market, foreign exchange and commodity
broking. Other activities include investment in listed and unlisted equity and debt securities,
economic research and advisory services,

15 My Solutions Corporation Limited (Subsidiary Company) - 100 percent holding
[Acquired as part of business acqulsition during the current year]

My Solutions Gorporation Limited (the Company) was incorporated as a private limited
company on Movember 05, 1995 and was corverted Into a public limited company on
March 24, 2003, The Compary is engaged in sale of |T equipment, providing internet
connectivity and telecommunication services, networking services and electronic utility bill
payment switch services (elUBS). Its registered office is situated at the 9th floor, Trade
Centre, || Chundrigar Road, Karachi.

the Right way
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1.6

21

structured Ventures (Private) LimHed {Indlrect Subsidiary Company through KASB
Securltles Limited) - 77.12 percent holding [Acqulred as part of business acquisition
during the current year]

Structured Verture (Private) Limited was incorporated in Pakistan on June 25, 2010 under
the Companies Ordinance, 1984 The registered office of the company Is situated at Sth
floor, Trade Centre, | | Chundrigar Road, Karachi. The company is a wholly owned
subsidiary of KASBE Securities Limited. The ultimate parent company is Banklslami
FPakistan Limited.

BUSINESS COMEIN ATION
Acquisition of KASEB Bank Limlted undertakings

During the current period, under the 'Scheme of Amalgamation of KASE Bank Limited with
and into Banklslami Pakistan Limited under Section 47 of the Banking Companies
Ordinance, 1962, hereinafter referred to as 'The Scheme’, KASB Bank Undertakings have
beenacquired and amalgamated and made part of the group. The Scheme is effective from
May 7, 2015

kASE Bank Undertakings, as per the Scheme, means the business and all assets and
liakilities, of the then KASE Bank Limited of whatsoever nature and wherever situated.

As required under International Financial Reporting Standard 3, (IFRS 3) 'Business
Combination!, the balances of KASB Bank undertakings have been incorporated at their
fair values as determined by an independent firm KPMG Taseer Hadl & Co, Chartered
Accountants. Their valuation is being carried out using the balances as appearing in the
financial statements of KASE Bank Limited as at May 7, 2015 duly audited by Ernst &
Young Ford Rhodes Sidat Hyder, Chartered Accountants. The reconciliation between
audited balances and the provisional fair values is given in nate 2.3 below,

Subsequent to the above amalgamation, the operations of the defunct KASE Bank Limited
have been amalgamated and vested into the group with effect from May 7, 2015
Consequently, the entire undertaking of the KASE Bank Limited including all the
properties, assets and liabilities and the rights and obligations as defined in the aforesaid
scheme stand amalgamated with and vested into the group as at May 7, 2015 Accordingly,
the assets and liabilities included in the consolidated statement of financial position also
inzliude balances of the defunct KASE Bank Limited

The KASE Bank Limited at the time of acguisition by the Bank had the following three
subsidiaries (both direct and indirect) which by virtue of amalgamation have now become
subsidiaries of the Bank:

—er—
Name of Entlty Percentage ol ature o

hokling refatlonship
1 Wy Solutions Corporation Limited 100,00 %, Direct
2 KASE Securities Limited 7712 Dlirect
3 Structured VWentures (Private) Limited TT 120 Indirect
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2.2

The Bank is in the process of corverting the conventional portfolio of the defunct KASE
undertaking into Shariah compliant products and intends to complete it within a reasonable
petiod of time. The acquisition of the KASE undertaking will assist the group in promoting
the shariah compliant banking to the customers of the defunct conventional bank by
targeting a diversified customer base (constituting a mix of high profile corporate and retail
customer base). The acquisition is expected to bring in synergies resulting in overall growth
of the group.

International Financial Reporting Standard 3, (IFRS 3) "Business Combinations", requires
that all identified assets and liabilities acquired in a business combination should be carried
at fair values in the acquirer's balance sheet and any intangible assets acquired in the
business combination are required to be separately recognised and carried at fair values.

The acquisition has been accounted for by applying the purchase method in accordance
with the requirements of IFRS 3 (revised) 'Business Combinations'. IFRS 3 allows the
acquirer a maximum period of one year from the date of acquisition to finalise the
accounting for business combination. Identified assets acquired, liabilities assumed or
incurred have been carried at the fair value as at the acquisition date. The fair valuation
exarcise is in progress and will be finalised within the petiod of one year as allowed under
IFRS 3. Any adjustment arising at the time of finalisation of this exercise will be
incorporated with retrospective effect from the date of acquisition,

The fair valuation exercise is being carried out by M/s KPMG Taseer Hadi & Co. Chartered
Accountants (an independent professional consultant) engaged by the holding company
tor this purpose. Details of the provisional fair values of the assets acquired, liabilities
assumed and purchase consideration and the resultant goodwill recognised are as follows:

Hote May 7, 2015
Rupees In "0
Fairvalue of assets acquired (provisional) 56,708 5942
Fairvalue of habilities assumed (provisional ) (60,7650 085
Met liabilities assumed - based on provisional values L
Met abilities pertaining o Non-controlling interest
(pertaining to KASE Securties Limited) (183,133
Parent's shareof net liabilittes assumed - based on provisional values 5,743 248)
Furchase Conskderation:
Cash pavahble L1y
Fairvalue benefit of financing from SBR 2.2 2062636
T Lon
Excess of purchase consideration over net assets (Goodwill) R A N
=]

Further, as noted above, the goodwill recorded in the consolidated financial statements is
based on provisional figures and does nat incor porate adjustments which will be recorded
after completion of the fair value exercise of recorded assets and liabilities.




2.2.1 This represents the fair value benefit of the subsidised financing which was to be received
as on May 7, 2015 by the Group from the State Bank of Pakistan for the liquidity support
(refer note 15.1.2). The amount of financing was received subsequent to May 7, 2015,

2.3 The provisional fair values and carrying amourts of identifiable assets (including intangible
assets) and liabilities of the KASE Bank Undertakings at the date of acquisition are as

follows:

Frou s 5 DL
carmfing adjus tments Fairvaluss a5 on
amaunts as on May intangibla Mayr 7, 2015 B35 per

7. 315 (kaseden

recognised (35 par

EASE Bank Limied (Cther than KASE Secumties Limited

and Structyred Vontures (Provate! Limited which are
el it Jinp b o boci

ASSETS

Cashand baknees with tessury banks
Baknces with other banks

Imvestments - net

Advances

Operating fied assets

Intangibke assets meognised onacquisition
Defemed tax assets - net

Otherazsets - nat

LIABILITES

Billz pavable

Due to firancial irstitutions
Depozie and other accounts
Cither labilities

Fair Value of Met liabilities assumed - provisional

KASE Securitiss Limited

ASSETS

Cash and baknces with teasury banks
Baknces with other banks

Imvestmeants - net

Advances

O perating fied assets

Intangibk assets meognised onacquisition
Defemed tax assets - nat

Other aszets - nat

LI&EILITES

Billz pavable

[we to firancial institutions
Depozie and other accounts
Oither labilities

Fair Value of Met assats acquimd

- Group's Share
- Nancontrolling interest

Cansultant’s mport)

auggsbabgnfgmag:ial Gonsultant's mpart)
Rupsss in 000
T, B0 B AT AR
bee, 01 - L5680
28718200 57T 5T 5] 28140 613
1042372 GEY 254 11,088,905
2,157,082 - 2,187,082
- 40500 40,500
5,550 504 145,043 5,914,551
1,415,231 415 1,445,650
ERC s NPV o TT7 o T s e
TES o = TEI O
213206 - 213206
a7 230 204 - a7 398 204
1,972,937 - 1,597 2,937
TH 0 52 - o 320
Eaae. o] TT7 .o ool 2]
e e
ACgUITEG S Fairwmlus
cabrqung " adjus tments | Fairvaluss as on
SmaLnsas aunay intangible War7, 2045 s par
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In addition, the finandal statemeants of the defunct KASE Bank Limited as at May 7, 2015
duly audited by Ernst & Young Ford Rhodes Sidat Hyder, Chartered Accountants include a
sum of As 981 410 million representing advance against issue of right shares which has
been treated and disclosed as a part of equity This amount does not form part of the KASE
Undertakings acquired and amalgamated with the Bank as per the Scheme. A case has
been filed in respect of this matter, details of which are disclosed in note 22 6 to these
consolidated financial statements.




2.3.1 Intanglble recognised on acquisttion

Consequent to the amalgamation of the defunct KASBE Bank Limited with and into the
Group, the Group has recognised the following intangible asset as at the acquisition date

of May 7, 2015
May 7, 2015

Rupees in "000

Core deposit intangible 40,600

This intangible asset relates to core deposits of the defunct KASE Bank Limited and
represents the funding benefit that would be available to the Group on account of
availability of funding through deposit customers rather than from the wholesale or
inter-bank markets. This benefit also considers the fact that the economic litetime of these
deposits 18 longerthan their cortractual life. Based on this assumption, this intangible asset
has been valued using certain valuation technigues and is being amortised Keeping in
view the life expectancy of the core deposits.

The fair value of this identifiable intangible asset has been determined using an income
approach, by anindependent valuer. The income approach begins with an estimation of the
annual cash flows, which a market participant acquirer would expect the asset to generate
over a discrete projection period The estimated cash flows for each of the years in the
discrete projection period are then converted to their present value equivalent Using a rate
of return appropriate for the risk of achieving the asset’s projected cash flows. The present
value of the estimated cash flows are then added to the present value equivalent of the
residual value of the asset (if amy) at the end of the discrete projection period to arrive at
an estimate of the fair value of the specific asset.

In applying the income approach, the Bank used the Multiple-period Excess Earnings
Method "MEEM™ to defermine the value of the above intangible. Under this method the
value of a specific intangible asset is estimated from the residual earnings after fair returns
on all other assets employed (including other intangible assets) have been deducted from
the asset’s aftertax operating earnings.

The valuations are based on information at thetime of acquisition and the expectations and
assumptions that have been deemed reasonable by the Bank’s management. It has been
assumed that the underlying assumptions or events associated with such assets will ocour
as projected

2.4  Thetair value of the gross contractual receivables representing advances and lendings as
at the acquisition date amounts to Fs 11.008 billion. Gross contractual amounts for the
aforementioned receivables due is Rs 24.957 billion The management believes that out of
the total gross contractual receivables, a gross contractual amount of Rs 13.858 billion is
expected to be uncollectable The uncollectable amounts of receivables and impairment of
investments arising on account of fair valuation exercise have been disclosed as
"Provisions transferred from amalgamated entity” in the respective notes

26  The figures pertaining to post combination revenue and profit or loss pertaining to the
operations of the defunct KASE Bank Limited have not been given as the same is
considered impracticable mainhy on account of the fact that the majority of the portfolio has
been corverted to Shariah compliant products and made part of the acquiree entity The
annualised profit and loss account of the combined entity cannot be presented as the
financial results of the acquired ertity are not available for the relevant cut-off period
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3.1

4.1

4.2

4.3

BASIS OF PRESENTATION

The Group provides financing mainly through Murabahah, ljarah, [stisna, Diminishing
Musharakah, Muswammah and other Islamic modes as briefly explained in note 6.3 to
these consolldated financial statements.

The purchases and sales arising under these arrangements are not reflected in these
consolidated financial statements as such but are restricted to the amount of facility
actually utilised and the appropriate portion of profit thereon. The income on such financing
is recognised in accordance with the principles of [slamic Shariah. However, income, if any,
received which does not comply with the principles of Islamic Shariah is recognised as
charity payable as directed by the Shariah Advisor of the holding company

STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared in accordance with the
approvied accourting standards as applicable in Pakistan Approved accounting standards
comprise of such International Financial Repaorting Standards (IFRSs) issued by the
International Accourting Standards Board and Islamic Financial Accounting Standards
(IFASs) issued by the Institute of Chartered Accountants of Pakistan, as are natified under
the Companies Ordinance, 1984, provisions of and directives issued under the Companies
Ordinance, 1984, the Banking Companies Ordinance, 1962, and the directives issued by
the SECP and the SBP. Wherever the requirements of the provisions and directives issued
under the Companies Ordinance, 1984, the Banking Companies Ordinance, 1962, the
IFAS notified under the Companies Ordinances, 1984 and the directives issued by the
SECP and the SBP differ from the requirements of IFRS, the provisions of and the
directives Issued under the GCompanies Ordinance, 1984, the Banking Companies
Ordinance, 1962, IFAS notified under the Companies Ordinance, 1984 and the directives
issued by the SECP and the SBPF shall prevail.

The SEP vide its letter Mo, BPROBRPA 39216 dated June 2, 2016, has allowed the
Group to disclose financial results of KASE Securities Limited (KSL) as a single line item
in Consolidated Profit and Loss account as majority of the operations of KSL are of
corventional nature and line by line consalidation would result in non-compliance of
Shariah requirements.

The SBP through its BSD Circular Mo, 10 dated August 26, 2002, has deferred the
implementation of International Accounting Standard (1AS) 39 - "Financial Instruments:
Recognition and Measurement" and |AS 40 - "Investment Property" for Banking
Companies in Pakistan, till further Instructions. Accordingly, the requirements of these
Standards have not been considered in the preparation of these consolidated financial
statemerts. Further, the SECP has deferred the applicability of International Financial
Reporting Standard (IFRS) 7 "Financial Instruments: Disclosures” through its S.R.Q.
411 (102008 dated April 253, 2008, Accordingly, the requirements of this standard have alzo
not been considered in the preparation of these consolidated financial statements
However, investments have been classified and valued in accordance with the
requirements prescribed by the SBP through various circulars.




44 |FRS 8 "Operating Segments" was effective for the Group's accounting period beginning
on or after January 1, 2009, All Banking Companies in Pakistan are required to prepare
their annual financial statemerts in line with the format prescribed under BSD Circular Mo
4 dated February 17, 2008, 'Revised Forms of Annual Financial Statements!, effective
from the accounting year ended December 31, 2008 The management of the Group
beligves that as the SBP has defined the segment categorisation in the above mentioned
circular, the SBP requirements prevail over the requirements specified in IFRS &
Accordingly, segment information disclosed in these consolidated financial statements Is
based on the requirements laid down by the SBR

45  The 5BF vide BED Circular Mo, 07 dated April 20, 2000 clarified that for the pUrpose of
preparation of financial statements in accordance with International Accounting Standard -
1 (Revised), 'Presentation of Financial Statements', two statement approach shall be
adopted i e separate 'Profit and Loss Account' and 'Statement of Comprehensive Income'
shall be presented, and Balance Sheet shall be renamed as 'Statement of Financial
Position'. Furthermore, only the surplus / (deficit) on revaluation of available for sale (AFS)
securities, 18 required to be Included in the 'Statement of Comprehensive Incorme',
However, it should continue to be shown separately inthe Statement of Financial Posifion
below equity. Accordingly the above requirements have been adopted inthe preparation of
these consolidated financial statements.

46  The SBP vide its BPRD Circular Mo, 04 dated February 25, 2015 has clarified that the
reporting requirements of IFAS-3 for |slamic Banking Institutions (1BIs) relating to annual,
half yearly and quarterly finandial statements would be notified by SBP through issuance
of specific instructions and uniform disclosure formats in consultation with IBls. These
reporting requirements have not been ratified to date Accordingly, the disclosures
requirements under IFAS 3 have not been considered in these consolidated financial
statements.

4.7 Standards, Interpretations and amendments to published approved accounting
standards that are effective In the current year:

471 IFRS 13, 'Fair value measurement, was made applicable from periods beginning on or
after danuary 1, 2015 vide SECP circular 8330102014 which resulted in additiona)
disclosure as given in note 38 to these consolidated financial statements,

There are certain other new and amended standards and interpretations that are
mandatory tor the Group's accounting periods beginning on or atter January 1, 2015 but
are considered not to be relevart or do not have any significant effect on the Group's
operations and are therefore not detailed inthese consolidated financial statements.

4.8 Standards, Interpretations and amendments to published approved accounting
standards that are not yet effective:

481 The following standards, amendments and interpretations of approved accounting
standards will be effective tor accounting periods beginning on or after January 1, 2016:
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4.9

5.1

5.2

53

Effe:tivo date

[amcounting
ponods
beginning on
or after)

|IFR.E 18, 'Reve nue fom contmcts' T-kare18
|IFR.E 14, 'Regulatory Dete mal Accounts' 1-dar-18
145 1 - Presentation of Financi| State ments - Declozure Intiative (Amne ndment) 1-dar18

|45 18 'Pmoperty, Plant & Equipment' & 1435 28 'Intangibke Aszetz' - Clhz=ification of 1-dar-18
acceptable method of Depreciationand Amotization (Amend ment)

Annual improvementz 201d; IFRS &, Nonecurrent azsets held forsale and discontinued 1-dar19
operationz' , IFRS 7 'Firencial lretuments: disclosures' & 145" Employves Benefis'

There are certain other new and amended standards and interpretations that are
mandatory for the Group's accounting periods beginning on o after January 1, 2016 but
are considered not to be relevant or will not have any significant etfect on the Group's
operations and are therefore not detalled Inthese consolidated financial statements.

Early acoption of standards

The Group has not early adopted any new or amended standard In 2015,

BASIS OF MEASUREMENT

Accounting conventlon

These consolidated financial statements have been prepared under the historical cost
convention, except that certain fixed assets, certain investments, forelgn currency
balances and commitments in respect of foreign exchange contracts have been marked to
markit and are carried at fair value Further, staff retirement benefits as discussed in notes
6.6 and 35 to these consolidated financial statements have been carried at present values
as determined under the International Accourting Standards (1AS) 19 (revised) 'Emplovee
Benefits'

Functional and Presentation Currency

These consolidated financial statements are presented in Pakistani Rupees, which is the
Group's functional and presertation currency

Rounding off

Figures have been rounded off to the nearest thousand rupees unless otherwise stated




54

6.1

Critical accounting estimates and Judgments

The prepatation of financial statements in conformity with approved accourting standards
as applicable in Pakistan requires the use of certain critical accounting estimates. It also
requires management to exercise its judgment in the process of applying the Group's
accounting policies. The significant accounting areas where various assumptions and
estimates are significant to the Group's financial statements or where judgment was
exercised inthe application of the accourting policles are as tollows:

(a)  Critical judgment in classification and valuation of investments in accordance with
the Group’s policy (notes 6.2 and 10).

(b)  Provision for non-performing Islamic financing and related assets (notes 8.3 and 11).

(¢)  Determination of forced sales value of undetlying securities of non performing
Islamic financing and related assets (note 11).

(dl Staff retirement benetits (notes 6.6 and 35).
(e)  Depredation and amortization methods of operating fixed assets (notes 6.4 and 12).

(f)  Assumption and estimation in recognition of provision for taxation {current and prior
vears) and deferred taxation (notes 6.5, 17 and 30).

(g)  Fair values of assets acquired and liabilities assumed in a business combination
(note 2,

Estimates and judgmerts are cortinually evaluated and are based on historical experience
and other factors, including expectation of future everts that are believedto be reasonable
under the circumstances. Actual results may ditfer from these estimates.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accourting policies applied inthe preparation of these consolidated financial
statements are set out below. These have been consistently applied to all the years
presented, unless otherwise specified.

Cash and cash equlvalents

Cash and cash equivalents for the purpose of cash flow statement comprise of cash and

balances with treasury banks and balances with other banks in current and deposit
accounts.
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6.2

6.21

6.2.2

6.23

6.24

Investments

Classiication

Imvestments of the Group are classified as follows:

{a) Held-for-trading

These are Irvestments which are either acquired for generating profits from short-term
fluctuations in market prices or are securities included in a portfolio for which there is
evidence of a recent actual pattern of short-term profit taking.

(b) Held- to-maturity

These are investments with fixed or determinable payments and fixed maturity and the
Group has the positive intent and ability to hold them till maturity

{c) Avallable-for-sale

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

Reqular way contracts

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

Initial recognition and measurement

Investments other than those categorised as 'held for trading' are initially recognised at fair
value which includes transaction costs associated with the investment. Investments
classified as 'held for trading' are initially recognised at fair value and transaction costs are

expensed in the consolidated profit and loss account

Premium or discount on debt securiies classified as available for sale is amortised using
the effective profit rate method and taken to the consolidated profit and loss account

Subsequent measurement
Subsequent to initial recognition investments are valued as follows:

(@) Helkifor-trading

These are measured at subsequent reporting dates at fair value. Gains and losses on
remeasurement are included in the net profit and loss for the vear.




{(b) Held-to-maturlty

These are measured at amortised cost Using the effective profit rate method, less any
impairment loss recognized to reflect irecoverable amourt.

{(c) Avallable for sale

Cuoted / Government securities are measured at fair value. Surplus f (deficit) arising on
remeasurement is included in the consolidated statement of comprehensive income but is
kept in a separate account shown in the statement of financial position below equity The
surplus / (deficit) arising on these securities is taken to the consolidated profit and loss
aceourt when actually realized upon disposal.

Linguoted equity securities are valued at the lower of cost (which in the case of business
acquisition would be the fair value at the acquisition date) and break-up value Break up
value of equity securities is calculated with reference to the net assets of the irvestee
company as per the |atest available audited financial statements Investments in other
unquoted securities are valued at cost less impairment losses, if any,

6.25 Impalrment
Avallable for sale and Held to maturlty Investments

Impairment loss in respect of investments classified as available for sale and held to
rmaturity (except sukuk certificates) is recognised based on management's assessment of
objective evidence of impairment as a result of one or mare events that may have an
impact on the estimated future cash flows of the investments. A significant or prolonged
decling in fair value of an equity investment below its cost is also considered an abjective
evidence of impairment. Provision for diminution inthe value of sukuk certificates 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 on revaluation of assets on the consolidated Statement of Financial
Position below equity Is removed therefrom and recognised in the consolidated profit and
loss account. For investments classified as held to maturity, the impairment loss is
recognised in the consolidated profit and loss account

6.26 Gains of losses on sale of investments are included in the consolidated profit and loss for
the vear.

6.3 Islamic financing and related assets

631 Islamic financing and related assets are financial products originated by the Group and
principally comprise Murabahah, Istisna, ljarah, Salam, Muswammah and Diminishing
Musharakah financing and the related assets.

As a general rule, funds disbursed, under financing arrangements for purchase of goods /
assets are recorded as advance. On culmination, financing are recorded at the deferred
sale price net of profit. Goods purchased but remaining unsold at the statement of financial
position date are recorded as inventories
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Murabahahto the purchase orderer is a sale transaction wherein the first party (the Group)
sells to the client / customer Shariah compliant assets / goods for cost plus a pre-agreed
profit after getting title and possession of the same. In principle, on the basis of an
undertaking (Promise-to-Purchase) from the client (the purchase orderer), the Group
purchases the assets f goods subject of the Murabahah from a third party and takes the
possession thereof However, the Group can appoint the client as its agent to purchase and
take possession of the assets / goods on its behall. Thereafter, it sells it to the client at cost
plus the profit agreed upon inthe promise.

Import Murabahah is a product, used to finance a commercial transaction which consists
of purchase by the Group (generally through an undisclosed agent) the goods from the
toreign supplier and selling them to the client after getting the title to and possession of the
goods. Murabahah financing is extended to all types of trade transactions e, under
Documentary Gredits (LCs), Documerntary Gollections and Open Accounts,

Istisna s a cortract where the buyer (the Group) orders the client (seller / manufacturer) to
manufacture and deliver specified goods at an agreed contract price upon completion.
Istisna is used with Wakalah agreemert to provide financing mainly to manufacturers. Thus
the transaction consists of two stages: (i) Bai |stisna whereby the Group purchases goods
tfrom the cliert and (i) Wakalah whereby the Group atter receipt / possession of goods,
appoints the client its agent to sell the goods inthe market,

ljarah is a cortract where the owner of an asset transters its usufruct (i.e. the usage right)
to another personfor an agreed period, at an agreed consideration.

The rentals received / receivable on ljarah are recorded as income / revenue. Depreciation
on ljarah assets is charged to consolidated profit and loss account by applying the
accourting policy consistent with the policy for deprediation of operating fixed assets,

Salam is a sale transaction where the seller undertakes to supply some specific goods to
the buyer at a future date against an advance price fully paid on spot.

Muswammah is a cortract where the Group purchases tangible identified goods from client
at an agreed purchase price The Group then sells the goods in the market through agent
(Client) at a higher price to earn its desired profit.

Diminishing Musharakah represents an asset in joint ownership whereby a partner
promises to buy the equity share of the other partner until the title to the equity is totally
transterred to him. The partner using the asset pays the proportionate rental of such asset
to the other partner (the Group).

Musharakah / Mudarabah are different types of partnerships in business with distribution of
profit in agreed ratio and distribution of loss inthe ratio of capital invested.
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g.32

6.3.3

Islamic financing and related assets are stated net of general provisions and specific
provisions against non-performing lslamic financing and related assets which are charged
to the consolidated profit and loss account

Speclfic provision

The Group maintains specific provision for doubtful debts based on the requirements
specified in the Prudential Regulations issued by the SBR

General provision

In accordance with the Prudential Regulations issued by the SBR the Group maintains
general provisions as foll ows:

Secured Unsecured
Consumer financings 1.6% 5 0%
Small enterprise financings 1.0% 2.0%

The net provision made / reversed during the vear is charged to the consolidated profit and
loss account and accumulated provision is netted off against [slamic financing and related
assets. Islamic financing and related assets are written off when there are no realistic
prospects of recovery

ljarah Financing

ljarah financing executed on or before December 31, 2008 have been accounted for under
finance method, thereatter all ljarah financing are accounted for under [FAS-2

(a)  Under finance method, the presert value of minimum ljarah payments have been
recognised and shown under Islamic financing and related assets. The unearned
income i e the excess of aggregate ljarah rertals over the cost of the asset and
documentation charges under ljarah facllity is deferred and then amaortised over the
term of the ljarah, so as to produce a constant rate of return on net investment in the
ljarah. Gains / losses on termination of ljarah contracts are recognised as income on
a receipt basis Income on ljarah is recognised from the date of delivery of the
respective assets to the mustajir (lessee).

(b)  Under IFAS-2 method, assets underlying ljarah financing have been carried at cost
less accumulated depreciation and impairmert, if any and are shown under Islamic
financing and related assets. Rentals accrued from ljarah financing net of
depreciation charge are taken to the consolidated profit and loss account.
Depreciation on ljarah assets is charged by applying the straight line method over
the ljarah period which is from the date of delivery of respective assets to mustajir
upto the date of maturity /termination of ljarah agreement.
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6.4 Operating fixed assets and depreclation

6.4.1 Property and equipment

Fixed assets cther than freehold land and building on leasehold land are stated at cost less
accumulated depreciation and accumulated impairment losses, if any Freehold land and
building on leasehold land are carried at revalued amount less any accumulated
depreciation and subsequert impairment losses. The revaluation exercise is carried out on
annual basis.

Depreciation is computed using the straight-line method consolidated by taking into
consideration the estimated useful life of the related assets at the rates specified in note
12.2 to these consolidated financial statements. Depreciation on additions / deletions
during the year is charged for the proportionate period for which the asset remained in use,

Subsequent costs are included In the assets' carrying amourt or are recognised as a
separate assel, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost of the item can be measured
reliably Maintenance and normal repairs are charged to the consolidated profit and loss
accourt as and when incurred.

An item of property and equipment is derecognised on disposal of when no future
economic benefits are expected from its use of disposal,

Fesidual values, useful lives and depreciation methods are reviewed and adjusted, if
appropriate, at each repaorting date.

Gaing and losses on disposal of property and equipment, it any, are taken to the
consolidated profit and loss account.

6.4.2 Capltal work In progress
These are stated at cost less accumulated impairment losses, if any.

5.4.3 Intangible assets
Intangible assets having a finite useful lite are stated at cost less accumulated amortisation
and accumulated impairment losses, if any Such intangible assets are amortised Using the
straight-line method over the estimated usetul lives The useful lives and amortisation
method are reviewed and adjusted, if appropriate, at each reporting date. [ntangible assets

having an indefinite useful life are stated at acquisition cost, less impairment losses, if any

Amortization on additions / deletions during the vear is charged for the proportionate
petiod for which the asset remained in use.

Software and other development costs are only capitalised to the extent that future
economic benefits are expected to be derived by the Group.
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6.4.4 Impalrment

Ateach reporting date, the Group reviews the carrying amourts of its assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in arder to
determine the extent of impairment loss. Recoverable amount is the greater of net selling
price and value in use.

It the recoverable amount of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset js reduced to its recoverable amourt. Impairment loss is
recognised as an expense immediately inthe consolidated financial statements except for
impairment loss on revalued assets, which is adjusted against related revaluation surplus
to the extent that the impairment loss does not exceed the surplus on revaluation of that
asset,

Where an impairmert loss reverses subsequently the carrying amount of the asset is
increasedto the revised estimate of its recoverable amount, so that the increased carrying
amount does not exceed the carrying amourt that would have been determined had no
impairment loss been recognised for the asset in prior years A reversal of an impairment
loss is recognized as income immediately except for impairment loss on revalued assets
which is adjusted against the related revaluation surplus to the extert that the impairment
loss does not exceed the surplus on revaluation of assets,

6.5 Taxatlon
6.51 Current

The provision for current taxation is based on taxable income for the year at current rates
of taxation, after taking into consideration available tax credits, rebates and tax losses as
allowed under the seventh schedule to the Income Tax Ordinance, 2001 The charge for
current tax also includes adjustments, where considered necessary relating to prior years,
which arises from assessments / developments made during the year.

6.5.2 Deferred

Deferred tax is recognised using the balance sheet liability method on all major temporary
differences between the carrying amounts of assets and liabilities used for financial
reporting purposes and amounts used for taxation purposes. In addition, the Group also
records deferred tax asset on available tax losses Deferred tax is calculated using the
rates that are expected to apply to the period when the differences reverse based on tax
rates that have been enacted or substantively enacted by the reporting date.

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

The carrying amount of the deferred tax asset is reviewed at each reporting date and
reduced to the extert that it is no longer probable that sutficient taxable profits will be
availableto allow all or part of the deferred tax asset to be utilised.

The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of
securities and operating fixed assets which is adjusted against the related deficit / surplus
in accordance with the requirements of the International Accounting Standard 12 - Income
Taxes
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6.6 Sfatf retirement benetits

6.6.1 Deflned benefit plan

The Group operates an approved funded gratuity scherme for the permanent employees of
the Holding company and Banklslami Modaraba Irmvestments Limited The liabiiity
recognised in the consolidated statement of financial position in resped of defined benefit
gratuity scheme, is the present value of the defined benefit obligation at the consolidated
statement of financial position date less the fair value of plan assets Gontributions to the
fund are made on the basis of actuarial recommendations. The defined benefit obligation is
calculated periodically by an independent actuary using the projected unit credit method
The last valuation was conducted as on December 31, 2015 for the holding company and
as at June 20, 2015 for the Banklslami Modaraba Imvestments Limited.

Amourts arising as a result of "Remeasurements”, representing the actuarial gains and
losses and the difference between the actual iInvestment returns and the return implied by
the net interest cost are recognised in the Consolidated Statement of Financial Position
immediately with a charge or credit to "Cther Comprehensive [ncome” in the periods in
which they occur,

6.6.2 Deflned contributlon plan

The Group operates recognised contributory provident funds for all the permanent
employees of respective companies. Equal monthly contributions are made both by the
respective companies and the employees at certain percentage of the basic salary The
Group has no further payment obligations once the contributions have been paid. The
contributions made by the Group are recognised as employee benefit expense when they
are due,

6.6.2 Employees' compensated absences

The Group accounts for compensated absences on the basis of un-availed earned leave
balance of each employee at the end of the year. The leave balance can accumulate upto
a maximum of sixty days.

6.7 Revenue recognition

8.7 1 Profit on Murabahah and Commodity Murabahah is recognised over the life of Murabahah
on an accrual basis. Profit on Murabahah transactions for the period from the date of
disbursement to the date of culmination of Murabahah is recognised immediately on the
culmination date.

6.7.2 Profit from Istisna is recorded on an accrual basis commencing from the time of sale of
goods till the realisation of proceeds by the Group. Profit from Diminishing Musharakah,
Salam and Muswammah are recogrised on a time proportionate basis.
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£.7.3 The Group follows the finance method in recognising income on ljarah contracts written
upto December 31, 2008, Under this method the unearned Income | e excess of aggregate
ljarah rentals over the cost of the asset and documentation charges under ljarah facility is
deferred and then amortised over the term of the ljarah, so as to produce a constant rate
of return on net investment in the ljarah. Gains / losses on termination of ljarah contracts
are recognised as income on a receipt basis. Income on ljarah is recognised from the date
of delivery of the respective assets to the mustajir (lessee).

Profit from ljarah contracts entered on or after January 01, 2009 s recognized in the
consolidated profit and loss account over the term of the contract net of depreciation
expense relating tothe ljarah assets.

6.7 4 Provisional profit of Musharakah / Mudarabah financing is recognised on an accrual basis,
Actual profit / 10ss on Musharakah and Mudarabah financing is adjusted after dedaration
of profit by Musharakah partner / mudarib or on liquidation of Musharakah / Mudarabah.

8.7.5 Profit on classified financing is recognised on a receipt basis
6.7.6 Dividend income is recognised when the right to receive the dividend is established

677 Gains and losses on sale of investments are recognised in the consolidated profit and loss
accourt.

6.7.8 Fee on issuance of letter of credit and acceptance is recognised on receipt basis as
generally the transactions consummate within an accounting period. Fee on quarantees, if
considered material, is recognised over the period of guarantee.

£.7.9 Profit on Sukuks is recognised on an accrual basis. Where Sukuks (excluding held for
trading securities) are purchased at a premium or discount, those premiums / discounts
are amortised through the consolidated profit and loss account over the remaining life of
sUkuk, using the effective vield method,

6710 Moradaba management fee is determined at 10% of the profit earned each year by the
Modarabas floated and managed by the Bankislami Modaraba Investments Limited.

68711 Modaraba management feg is recognised on an accrual basis.
6.8 Flmanclal Instruments
5.8.1 Financlal assets and financlal llabllitles

All financial assets and financial liabilities are recognised at the time when the Group
becomes a party to the cortractual provisions of the instrument. Financial assets are
derecognised when the Group loses control of the cortractual rights that comprise the
financial assets. Financial liabilities are derecognised when they are extinguished, i.e
when the obligation specified in the contract is discharged, cancelled or expired. Any loss
on derecognition of the financial assets and financial liabilities is taken to income directhy.
Financial assets carried on the consolidated statement of financial position includes cash
and balances with treasury banks, balances with other banks, due from financial
institutions, investments, Islamic financing and related assets and certain receivables and
financial liabilities include bills payable, due to financial institutions, deposits and other
payables. The particular recognition methods adopted for significant financial assets and
financial liabilities are disclosed in the individual policy statements associated with them.
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6.8.2 Offsetting of financlal Instruments

Financial assets and financial liabilities are off-set and the net amount is reported in the
consolidated financial statements only when there is a legally enforceable right to set-off
the recognised amount and the Group intends either to settle on a net basis or to realise
the assets and to settle the liabilities simultaneoushy Income and expense are off-set and
the net amourt is reported in the consolidated financial statements wherever allowed
under the approved accounting standards.

6.8.3 Derlvatlves

Derivative financial instruments are recognised at fair value. In case of equity tutures, the
fair value is calculated with reference to quoted market price. Detjvatives with positive
market values (i.e unrealised gains) are included in other receivables and derivatives with
negative market values (i e unrealised losses) are included in other liabilities in the
consolidated statement of financial position. The resultant gains and losses are taken to
consolidated profit and loss account currertly.

6.9 Forelgncurrencles
Functlonal and presentation currency

Items included in the consolidated financial statements are measured using the currency
of the primary economic ervironment in which the Group operates. The consolidated
financial statements are presented in Pakistani Rupee, which is the Group's functional and
presentation currency.

Forelgn currency transactlons

Faoreign currency transactions are translated into local currency at the exchange rates
prevailing on the date of transaction. Monetary assets and liabllities in foreign currencies
are translated into rupees at the exchange rates prevailing at the statement of financial
position date. Forward exchange promises are revalued using forward exchange rates
applicable to their respective remaining maturities.

Translation galns and losses

Translation gains and losses are included in the consolidated profit and loss account.
Commitments

Commitments for outstanding forward foreign exchange contracts are disclosed at
contracted rates. Gontingent liabilities / commitments for letters of credit and letters of

guarantee denominated in foreign currencies are expressed In rupee terms at the
exchange rates prevailing on the reporting date,
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6.10 Acceptances

Acceptances comprise promises by the Group to pay bills of exchange drawn on
customers. The Group expects most acceptances to be simultaneously settled with the
reimbursement from the customers. Acceptances are accounted for as off balance sheet
transactions and are disclosed as contingent liabilities.

6.11 Fiduclary assets

Assets held in a fiduciary capacity are not treated as assets of the Group In the
consolidated financial statements

6.12 Provislons and contingent assets and llabllitles

Provisions are recognized when the Group has a present legal or constructive obligation
arising as a result of past everts and it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and a reliable estimate of the
armount of the obligation can be made. Provisions are reviewed at each reporting date and
are adjusted to reflect the current best estimates.

Contingent assets are not recognised, and are also not disclosed unless an inflow of
economic benefits is probable. Contingent liabilities are disclosed unless the prabability of
an outflow of resources embodying economic benefit is remote.

Provisions for guarantee claims and other off balance sheet obligations are recognised
when intimated and reasonable certainty exists for the Group to settle the obligation,
Charge to the consolidated profit and loss account is stated net of expected recoveries.

6.12 Buslness Combination

Business combinations are accounted for by applying the acquisition method. The cost of
acquisition Is measured as the tair value of assets given, equity instrumerts issued and the
liabilities incurred or assumed at the date of acquisition. The consideration transferred
includes the fair value of any asset or liakility resulting from a contingent consideration
arrangernent, if amy Acquisition related costs are expensed as incurred. |dentifiable assets
acquired and liabilities and cortingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date The excess of the
consideration transferred over the fair value of the identifiable net assets acquired is
recorded as goodwill If this is less than the fair value of the net assets acquired in the case
of a bargain purchase, the difference is recognised directly in the profit and loss account

Goodwill acquired in a business combination is measured, subsequent to initial
recognition, at its cost less accumulated impairment losses, it any Goodwill acquired in a
business combination is tested for impairment annually or whenever there is an
indication of impairment as per the requirements of International Accounting Standard
(1AS) 36, Impairment of Assets' Impairment charge inrespect of goodwill is recognised in
the profit and loss account, However, for the holding comparny the goodwill arising on
acquisition of the defunct KASE Bank Undertakings, the State Bank of Pakistan vide its
letter no BPRDIREP-02Y825-112/2-16/139185 dated June 2, 2016 has allowed the Bankto
carry goodwill at December 31, 2015 without testing for impairment.
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6.14

Acquisition of non-controlling interests (NG is measured at the proportionate share of the
NG in the fair value of the net assets acquired by the Bank. The excess of fair value of
consideration transterred over the propaortionate share of the NCI in the fair value of the net
assets acquired is recognised in equity.

Segment reporting

A segment is a distinguishable component of the Group that is engaged in providing
products or services (business segmert) or in providing products or services within a
particular economic ervironment (geographical segment), which is subject to risks and
rewards that are different from those of other segments. The Group's primary format of
reporting is based on business segments,

6.14.1Business segments

Trading and sales

It includes equity, foreign exchanges, commodities, credit, funding, own position securities,
placements and [slamicfinancing and related assets.

Retall banking

It includes retail Islamic tinancing and related assets, deposits and banking services
offered to its retail customers and small and medium enterprises.

Commerclal banking

It includes project finance, export finance, trade finance, ljarah, guarantees and bills of
exchange relating to its corparate customers.

Support Centre

It includes the assets and liabilities relating to support functions at Head Office and their
related income and expenses.

6.14.2Geographical segment

6.15

The Holding company has 317 branches including 124 sub branches (2014: 213 branches
including 90 sub branches) and operates only in Pakistan. The subsidiaries also operatein
Pakistan only

Assets acquired In satistaction of claims

Assets acquired in satisfaction of claims are stated at the lower of the financed amount and
their market value at the time of acquisition. The Group carries out periodic valuation of
these assets and any decling in their value below the recognized amourt is charged to the
consolidated profit and loss account. These assets are disclosed in other assets as
speacified by the SBEP

;
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6.16

6.17

71

7.2

7.3

Earnings per share

The Group presents basic and diluted earnings per share (EPS ) for the shareholders of the
holding company. Basic EPS is calculated by dividing the profit aftributable to ordinary
shareholders of the holding company by the weighted average number of ordinary shares
outstanding during the year. Diluted EPS is determined by adjusting the profit attributable
to ordinary shareholders and the weighted average number of ordinary shares outstanding
for the effects of all dilutive potertial ordinary shares, it any

D vidend distribution and transter between reserves
Dividends declared and transfers between reserves made subsequent to the balance

sheet date are considered as non-adjusting events and are recognised inthe consolidated
financial statements in the year inwhich such dividends are declared / transfers are made.

Mote 2015 2014
CASH AND BALANCES WITH TREASURY BANKS @ ceceee. Rupees In 000 .-
In hand
- local currency 2304 602 1658420
- foreign currency 347816 264,135
7Ane a18 T.O T2 00
With the Stata Bank of Pakistan in
- local currency current account 71 4 615,510 3,262,835
-foreign currency deposit accounts
Cash Resanie Account Tk 141,718 ETERY
Special Cash Reserve Account T3 228,335 10,026
115 Dollar Clearing Account 43,066 25814
F18. 117 PLETRE
With Mational Bank of Pakistan in
- local currency current account 1,34% Bdd Q65 065

PEEiTEEty BB T aaa

Thiz represents Bs. 4,615 510 million (201 4: 3,262.935 million) held against Cash Reserve
Reguirement and Statutory Liquidity Requirement. The local currency current account is
maintained with the State Bank of Pakistan (SBP) as per the requirements of Section 36 of
the State Bank of Pakistan Act, 1956 This sedtion requires banking companies to maintain
alocal currency cash reserve inthe current accourt opened with the SBP at a sum not less
than such percentage of its time and demand liabllities (n Pakistan as may be prescribed
by SER

Asg per BSD Circular No. 15 dated June 21, 2008, cash reserve of 5% Is required to be
maintained with the State Bank of Pakistan on deposits held under the Mew Foreign
Currency Accounts Scheme (FE-25 deposits).

Special cash reserve of 8% is required to be maintained with SBP on FE-25 deposits as
specified in BSD Circular Mo 15 dated June 21, 2008, Balance held under this account is
non-remunerative
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Hote 2Ms 2014

B BALANCES WITHOTHERBANKS e Rupees in D) ---m--
In Pakiztan
-oncurrent accounts B35 A, 158
-onde poeit accou nts A1 2216l 114,488
5 (W= TOTEeT

Qutside Paliztan
-oncurrent accounts (IR fEh, Laf
-onde posit accounts " "
PEALEREE T oar

TS, e T

8.1 Heprsents depostz with varnous Izlame commercial Banks under Mushemkahand Mudambah amangements. | he
expected profit rate onthese arrangeme nts & 3.5% (201 4: 8% ) per annum.

Hote Anb il B
L] DUE FROM FINANCIAL INSTITUTIONS e Rupees in 1) ---w--
Sk k Muraba bah 51 5,245 g,414
Commod ity Murabahah - local cumency 9.2 A0 A2 2 T3R50 08
Longtemand cure it portion of muzharaka firence - s2cured 31,304 c
TORRR T TR RS
Bai Muajial e 10, 7ad, 355
Cther plcements 22,400 ‘
TS o TH, 15, oo
Pmovizion against Sukuk Murabahah G 5,245 fig, 4187
Pmvizion againet placeme ntz - transferred
from the amalgamated entity (22400 £

= po1o R oo ey

a1 In prioryears, the Groupentered into Sukuk Murababa hamanoement under which the Group appointed itz clentas
an agent under azzet pumhase agree ment to purchase the underbring =ukuk from open market on itz behalf and
later zell the mon deferred Murabatah basiz, The maturty date of the deal was February 08, 2209 The Group has
recovered an amount of Rz 1.08% million during the current year The Group iz meking efforts to recover the
outztanding balance and haz made a pmovizion against the outsta nding & mou nt.

az The Gmoup haz entered into Commodity Murabahah agreementz under which the Gmoup purchazes an undedying
commodity from open market through anagent and ==llz t toa financial institution on cred it with proft. The profit
rates on the agreements range between S02% o0 8.70% (201 4: D.5% to 10.00%) per annum ard the aomeme s
hawve matunties mnging from 4 dayvsto 185 days (2014: 2days to 182 dayz)

iy I 2014
23 Fartrculars of amounts due from hinancial mstiutions =000 ss=ee. Hupoes i THE) cecmen
with respect to currencies :
- In lozal cumency R 18,148 552
- Inforeign cure rcy " "

i [
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The Challenge

‘State Bank:of Pakistan approved the amalgamation of KASB Bank with
and into Banklslami Pakistan Limited.

With this amalgamation, Branch network of the Bank reached 317
branches in 93 cities, making Banklslami, the 11th largest banking
network of Pakistan in just 9 years.




Banklslami
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Your Trust - Our Strength

With a network of 317* branches in 93 cities, Bankistami offers the following Islamic Banking sofutions:

» Islami Sahulat Account Home Remittance - MoneyGram.
* Banklslami Takaful Islami Auto !jamh

¢ "MUSKUN" - Homa Financing Bankislami VISA 2.2
m Sendng you, the Right way

Ba nkﬁtﬂﬂﬁ;‘f S 111-ISLAMI [111-475264)
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10.1

10.2

INVESTMENTS

Irvestme rts - |slamic

Irvestme nts - Comventional (e ating to defunct KLASE Bank Limied)

lslamic Invasimants by typas

Avallable for sale securties
Sukukd Cerificates
Units of Open-2rd mutual fund

Omdinany Shams of listed companies

Eai Muajl

Modaraba
Moz ra k- - kali
Tetal investments at cost

Les=: Provizion for diminution in
value of investrents
Imvestrients - net of Provisions

Deficiton revaluation of
avaika ble-for-sale secunties

Tetal investments at market value

Convantional Investmaents by types (mlating to defunct KASE Bank Limited)®

Available for sale secunties

Omdirany Shams of listed companes
Omdinany Shars of unlisted companies
Listed Term Finance Cetificates
Unlisted Term Firence Cedificaks

Held o maturity securities

Unlisted Tem Firence Cetifieaks

Held fortrading securities
Listed shares

Associgtes

Tetal investmants at fairvalue

Les=: Provision for diminution in the value of investments

Total investments at market valua

Deficiton revaluation of availabk-forsak seeurities

Mota s FulyF ]
------ Rupgas in ") wmm--
101 3588 824 3061 422
10.2 1,812,624 -
20 AT ORs 6T 4.1
—— T
2015 2014
Note Hald 0y Trian 2= [ Hald Dy Svan as Toid
the Bank collateral the Eank collateral
[RUpees in '000)
104 [TOEEOOT - L ELE HEL Al b WL - Al et W
07 py - b by - 21
104 242 B45 - M2 545 - - -
104 ] 22 950 202 22 050,202 - - -
24 LT H =SS - o4 LU HSE AL b WL - Sl et WU
0.8 15 2048 - 16,208 15 204 - 16,208
i - 24 LT U4 ST TS - Sl e T T
1012 (17 804 - 117.804) (14 552) - 14,652
I = o T TIEaE Ban = TTEEESE
292 [20.818) - (20,818) (135.124) - 135,124
S0, Sl 2 - b ko e S AT 4 - e R O
————December 31, 2015
Held by Given as Tetal
Rote the Bank collateral
-— —— (Rupsas in '000) —— 078 ——-
4 T, ol - T T |
04 1E1E,TI6 - 1,612,736
04 105,312 - 108,212
104 220,61 - 202821
o BTy = L L
05 221,80 - 321,801
e 28 84 - 288410
040 & 1014 1704 048 - 1,704,040
F Oy = e P e )
10,12 13,104 523) - 12104 550
(=0 0 = (=408 T
M2 (107532 - (10,752
TR Iz = (08 Pt o

*These i estm erts 2 undar pros ess of o ohwersion {iguidetion




10.3

Invasimants by seomants

Fadaral Govemmant Sacuntios
GOP ljarah Sukuks

Chor Fadaral Govarnment Sacuritios

Bai Mugjal with Government of Pakistan (thmugh State Bank of Pakistan)

Suluk cortificates
Sukuks - unlisted

Fully pard up ondinary sharas ! Units
Modzrabs Cetificates

Inits of Cpenend Mutual Funds
Listed compane s

LInlisted companies

Tam Finance Cortificatos
Listed
nlisted

Associatos
Linifsted
KASE Capital Limited
FAZE Funds Limited
Mew Horzon Exploration & Prodoction Linited
Shakangan] Food Products Limited

Total investmonts at cost
Less: Povision for diminution in value of inve stments

Invastmeants - nat of provisions
Deficit on revalustion of available-for-sak scurties

Total invastmants at marwet valua

10.4

10412

10.4

108
107
104 &108
10.4

104 &10.8
104 &10.5

1011
1011
1011
1

1012

21.2

§.220,423 28400153

225,202 -

1,478,857 2154817

16,204 16, 208

21 21
1,112,125 -
1,612,735 T

105,312 -
Edd, 422 -

41,837 =
432 302 -
558 577 -
FLS R iy

T OEEOAE. —IIEeT, 1D
3,122,437 d,562)

I = L VT T
31,5500 135,124)

o DA = K
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Availabls forsals sacuntios

Name of the invested company

Sukuk Gertifica tes

Fadem| Gowemmemt
lemh GOF Sukuk-9

lrm=h GOF Sukuk- 10
le=h GOF Sukuk- 11
lmm=h GOF Sukuk- 12
la=h GOF Sukuk- 13
lmrm=h GOF Sukuk- 14
lam=h GOF Sukuk- 15

Cthers

WAP DA Sacond Sukuk Cartificates
WA DA Third Subuk Garificates
Fak Ekctmon Suluk

Airer Sukuk

Ergm Fartilzer 5 ukuk

Sacurity Laasing Subuk

Maw Allisd Elsctronics (L&) - Sukuk
Sui Southem Gas Compary Subuk
Edan Housing Sukuk

Cptimus Sukuk

F-Elctnc Azm Sukuk 2

Cther Fedaral Government Securities
Bai Mumjal with Govemmant of Pakistn

{thmugh St Bank of Pakisen)

Qrdinany shares - Listed
Dalmen G ity REIT

FASE Modarba Limfed *
Fugritee: by Lirn ed *
K-Elictric *

Qrdinany shares - Unlisted *

Evoherces Capital Limied - Incorposted in
Britizh Vimin IzEnds

Fakitn Export Finames GuamEntes
Higancy Limibed

FASR Irvast {Privats) Limitad

Fakiztan Stock Exchangs Lin bad

Al domrmih Power Lin ited

Tarm Fina nce Gertificates- Listed *
Tadbszamd Lin desd

Trust Irvastment Bank Linitsd

‘Winrid Call Tedacon Lin ibad

Tarm Fina nce Gertificates - Unlisted *
Agritec b Lim fied

Azgamd Mirs Limied {3nd lssue)
Shtakanrznj Mils Lin fied

Mote

104.1
104.2

10432
104.4
104.5
1048

1047
104.8
1049
10.4.40

041

0.4.12

10.4.13
0,414
04145

10.4.18
0447
0.4.18

2015

2014

Mumber of Cartificates

Mot Applicable

2205802
1044877
21436058

2828

5A00,000

055,044
3085,000
4007, 363

2,870

2000
5,000
20,348

20,000
5,600
20,000

* Thesa represan tinves rren bs acquired form KASE Bank Underzkings,

13760
0,790
20,325
==r=h
4575
16000
63,393

134,000
32200
&0 000
58000
55 00

20
1,000

1&0,000
0000
50000
50000

Mot A pplicabls

Faca
Walus

Rz 100 000
R 100000
Rs 100,000
R= 100000
Rz 100,000
Rz 100 000
Rz 100 000

Rs 6,000
Rs 5,000
Rz 5,000
Rs 5,000
Rs 5,000
Rs 6,000
Rs 5,000
Rz 5,000
Rs 5,000
Rs &,000
Rs 5,000

Mot Applicabls

USD 00845

Rz 10
Rs 10
Rs 10

Rs 5,000
Rs 6,000
Rz 5,000

Rs 5,000
Rs 6,000
Rz 5,000

201s 2014
Ceast Cost
-—— Rupess in 000 ——

- 1300

- S882 05

- 03T 24

- 87 20,504

- 3528547

4,800,907 1,504, i

7828, 518 5,345,638

a3 423 284540,1683

LR ad,, o

180,579 175740
85,715 128571

221,280 221,280

- 2419

3,060 200

a5,000 5000

480,000 00,000

35,738 6T A8

- 205837

262,482 264,268
1,478,558 210 817
22,9508, 292 -
242540 -
91,675 -
TED 265 -
a0 =
T =
1,755, 200 | -
f,650 -
28,000 -

40,745
252,950

1ET1203% -
3,651 -
22,491 -
78,140 -
El EIHE -
144, 5651 -
27,950 -
45,000 -
222,881 -

= = E ]
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1041 The profit rate on these Sukuks comprises of six morths weighted average yield of six
month market treasury bills minus 30 basis points. The principal is redeemable on
maturity in March 2016 These are backed by Government of Pakistan’s Sovereign
Guarantee.

10.4.2 The profit rate on these suKUKs comprises of six months weighted average vield of six
maorth market treasury bills. The principal is redeemable on maturity in June 2017 These
are backed by Government of Pakistan's Sovereign Guarantee,

1043 These carry profit at the rate of six months KIBCR minus 25 basis poirts (2014 six
morths KIBOR minus 25 basis points) receivable on semi-annual basis with maturity in
July 2017, The principal is repayable in 12 equal semi-annual installmernts with first
installment falling due in the &4th month from the first drawdown date. The issue amount
and rentals are backed by Government of Pakistar’s Sovereign Guarantee

10.4.4 These carry profit at the rate of six months KIBOR plus 100 basis points (2014: six
morths KIBOR plus 100 basis poirts) receivable on semi-annual basis with maturity in
Cctober 2021, The principal is repayable in 14 equal semi-annual installments with first
installment falling due inthe 18th month from the first drawdown date, The issue amount
and rertals are backed by Government of Pakistar’s Sovereign Guarantee.

10.4.5 These Sukuks carry prafit at the rate of three months KIBCR plus 175 basis points (201 4
three months KIBOR plus 175 basis points) receivable quarterly based on Diminishing
Musharakah mechanism with maturity in September 2016 The outstanding principal has
started its redemption in & equal quarterly installments from June 2015,

1046 The sukuks have been matured in October 2012, As per the terms, principal was dueto
be redeemed In 12 consecutive quarterly installments with the first such installment
falling due not later than the end of 27 months from the last draw down These SuUKUKs
are backed by guarantee of Rs. 740 million from the Bank of Punjab (BoP). During 2010,
Amtex defaulted in its principal repayment Consequently, the holding company
suspended the accrual of profit on the Sukuk In 2011, the Bank called the guarantee
given by the BoP which was stayed by Lahore High Court in a case filed by Amtex. In
2014, the Court has ordered BoP to deposit the amourt of guarantee with the Court till
the disposal of the case The Bank has also filed recovery case against Amtex and BoP,
however, inview of BoP guarantee no provision has been made against the sukuk.

1047 Since last restructuring, these sukuks carry profit at the rate of 0%, (2014 0%). The
acorued profit amount will be repaid in six equal monthly installments staring from 43rd
month. Principal to be repaid in 48 months starting from April 2010, As per the
restructured plan, principal will be repaid in 36 monthly instaliments and the accrued
portion of profit upto March 2011 has been waived.

However, the issuer was unable to comply with the above restructuring plan and has
exacUted a revised restructuring plan which has been approved by the minority sukuk
holders. Currently, the customer is still not making any payment as per the restructuring
plan approved by the minority sukuk holders.
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10.4.8

10.4.4

These carry profit at the rate of three months KIBOR plus 220 basis points (2014 three
months KIBOR plus 220 basis points) receivable semi-annually with the maturity in
December 2012 The principal was to be repaid in & consecutive semi-annual
installments, the first such instaliment talling not later than the end of 30th month from the
date of issUe. As a security first pari passu charge over all present and future fixed assets
amounting to Rs. 800 million of the compary, irrevocable guarantee of a Financial
Institution and Personal Guarantee of sponsoring directors has been provided The
custorner has defaulted in its payments towards the Group. An amount of Rs. 55 million
has been deposited with the Group over which lien in favour of the Group has been
marked Hence, no provision has been recognised by the Group

These carry profit at the rate of three months KIBOR plus 75 basis points receivable on
guarterly basis. The purchase price and rentals are backed by Government of Pakistan’s
Sovereign Guarantee As a security first pari passu charge over fixed assets of the
compary and equitable mortgage on selected land and building with 25% margin had
been provided

10.4 10 These Sukuks carry profit at the rate of three months KIBOR plus 300 basis points forthe

10.4.11

period between June 30, 2013 and June 29, 2014 (201 4: three months KIBOR plus 300
basis points for the period between June 30, 2013 and June 29, 2014) receivable
guarterly based on Diminishing Musharakah mechanism with maturity in June 2014.The
customer has defaulted in its payment towards the Bank As a security, charge over
hypothecated assets amounting to Bs. 2,445 million (inclusive of approximately 33 6%
marginy and a charge over the mortgaged property of the company amourting to Rs.
1,820 million (inclusive of 10% margin) has been created by the issuer in favour of the
trustee.

These carry profit at the rate of three months KIBOR plus 225 basis points (2014 three
morths KIBCR plus 225 basis points) receivable quarterhy with maturity in March 2017
The principal is fully redeemable on maturity As a security exclusive hypothecation
charge has been provided on the assets of the company

10.4 12 This represents Bai Muajjal agreements enterad into with SBP on behalf of Government

of Pakistan whereby the Bank sold Sukuks having carrying value of Rs. 21,225 million
(2014: Rs. 9,510,997 million) to SBP on deferred payment basis. The average return on
these transactions is 6.12% (2014, 0.79%) per annum. The balance is due on November
17, 2018,

10.4 13 These carry profit at the rate of six months KIBOR minus 375 basis poirts receivable on

sermi-annual basis with maturity in May 2015, The principal was repayable in 13 unequal
semi-annual installmerts The customer has defaulted in its payment and the amount has
been fully provided.

10.4 14 These carry profit at the rate of six months KIBOR minus 185 basis points receivable on

semi-annual basis with maturity in May 2015 The principal was repayable in 13 unagual
semi-annual installmerts. The customer has defaulted in its payment and the amount has
been fully provided.
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10.4 15 These carry profit at a fixed rate 16% receivable on semi-annual basis with maturity in
Cctober 2021 The principal is repayable in 14 equal semi-annual installments. The
custorner has defaulted in its payment andthe amount has been fully provided

10.4 16 These carry profit at the rate of six months KIBOR minus 175 basis points receivable on
semi-annual basis with maturity in November 2014, The principal was repayable in 13
unequal semi-annual installments. The customer has defaulted in its payment and the
amount has been fully provided.

10.4 17 These carry profit at the rate of six months KIBOR minus 225 basis poirts receivable on
semi-annual basis with maturity in Movember 2014, The principal was repayable in 14
installments where first 4 installments of Re 1 per certificate and 10 subsequent
installments of Rs. 499 8 per certificate. The customer has defaulted in its payment and
the amount has been fully provided

10.4 18 These carry profit at the rate of six months KIBOR minus 225 basis points receivable on
semi-annual basis with maturity in September 2016 The principal is repayable in 10
equal installments of Rs. 500 per certificate.

10.5 Hekd to maturty securities

Mame of the investes company Mota 25

“Rumoer ot Tace valle oSt
Cortificates Rupaes in 00D
Term finance cartificates®
Azgard Mine Limited (3rd Esua) 1051 38,000 Re= 5,000 50,041
Azgard Mine Limited (5th lssue) 1052 33,883 R= 5,000 160,415
Aaritech Limited (4th lszue) 1053 18,420 Re= 5,000 02 145
== ]

* Thesa represant investments acquired from BASE Bank Undertakings.

1061 These carry profit at the rate of six months KIBOR plus 225 basis point receivable on
serniannual basis with maturity in December 2014, The principal is repayable in fourteen
installments with first four installments of Re. 1 per certificate and subsequent ten
installments of Rs 499 & per certificate. The customer has defaulted in paymert and the
amount has been fully provided.

10562 These carry profit at the rate of six months KIBOR plus 225 basis point receivable on
semi-annual basis with maturity in December 2014, The principal is repayable in 14
installments with first 4 installments of Re. 1 per certificate and subsequent ten
installments of As 499 6 per certificate. The customer has defaulted in paymert and the
amount has been fully provided.

1063 These carry profit at the rate of zero percent coupon with maturity in December 2018
The principal is repayable in 7 semi unequal installmerts in & years inclusive of 1.5 years
grace period. The customer has defaulted in payment and the amount has been fully
provided




10.5

0.7

10.8

Hald for trading secuntas

2015
Hame of the investes company Rumoer of Cost Carryimng
shares Value
Rupeas in'000
Drdinany shares of listed company”
Arnmeli Steels Lid. 10,000 G149 G0
Cherat Cerent Cornpany Lid, 20,000 1,600 1804
D5, Bhan Cement Company Lid. 7200 oo 1083
Engro Fertilzers Lid. 10,800 eyl ang
Enaro Corporation Lid. Ta00 2022 2207
Indu= Motor Compsany Lid. 1,000 1012 1012
kot Cerment Cormpany Lid 5,100 (22N 1228
I Electric Lid. S0 4 4
Lucky Cerrent Lid. 4,000 2433 245
Mitari Petmleum Company Lid. 10,200 5,414 7.1
mlughal Imon and Seel Indusries Lid, 10,000 771 Ba7
Matioral Refinery Lid. 4,000 o2 a2
Pak Ekkiron Lid. 21,600 1,458 1,345
Pakiztan Oiffieds Ltd 18,900 5,544 5 0Es
Pakistan Petrokum Lid. 17,800 2,407 2,168
28 MdD 28070
Thess mpressnt imvestment acquired fom KASE Bank Undetakings.
Dotails of invastmaents in Mutual Funds
2015 2014 2015 2014
Name of investes fund HUmDeT of UNis LSt
———- Rupess in 000 -——
Dpan -ended mutual funds
Meezan Cash Fund 168 1858 5 5
Meezan Izl mic Fund a2 R 5 5
Meezan Izl mic Income Fund 164 188 5 5
Meezan Balanozed Fund 1,235 1,171 4] 4]
2 i)
Details of investment in modaraba certificates
Hams o investes Pamanitags Hokding Hoe, of eartifica s Markst valiks Coest
T G ES G E JLIgEs e jeALES T JeaEES
Modzraha -hai (relabed parby 12 12 2042077 2042,177 sgas S5 3 15 205




109  Cluality of Availabls for Sals Sacuritios

Buhuks ! Gartificals - fat market valus | cost)
farah GOP Sukuk- 9
farah S0P Sukuk- 10
farsh GOP Sukuk- 11
farsh GOP Sukuk- 12
farsh GOP Sukuk- 13
farah GOP Sukuk- 14
farah GOP Sukuk- 15
WHPDA Sacand Sukuk Cerfficales
WAPDAThI Sukuk: Gerbifca tes
Pak Blekiron Liriied Subulk: - Subuk
Ak Sukuk - Sukuk
Engra Gherricals Pakisin Lirmibed - Sukuk
Secuniby Le=sing - Sukuk
Mew Allied Elecikronics (L&) - Sukuk
Sui Southem Gas Gormpany Lirned - Sukuk
Eden Housing - Sukuk
Cplrus - Sukuk
k- Bl ic Arrn Sukuk: 2

UniE ef opsn-end mutual funds fat ma s b valus)
Meezan Gash Fund
Meezan ldarmic Fund
Meezan Idamic neome Find
Meeman Balanced Fund

Dther Fedaral Gows rnment Sec urities
EBai Muzjjal with Govermmnent of PakistEn
(hrough Sk Bank of Pakizkn)

Drdinanrshares - Liskd
Dadrizn Giky REIT
FASE Modarba Lirnibed =
Agribech Liribed =
k- Elecic ™

Drdinansshares - Unlisbed =

Ewsdvence Gapilsl Lrmiked - Incorporaed i Brilish Virgin Eknds

Pakizkzn Export Firance Guaran s Agenoy Liribed
FASE vest(Privale) Limibed

Pakistan Sock Exchange Liriled

Al JanzEh Power Limniled

Term Finance Gatificates - Liskd ™
Telecard Lirnibed
Trust nvesrent Bank Lirnied
‘World Gall Telecan Liried

le=s: Prowision for dirninubion i be vaue of invesmen e

* Enliby's rmbing was used where sukuks and shaes ming were not available.
** These represent inwes men b acguired form KASE Bank Underkkangs .

2015

14

Leng( Medium Term Raling
(Wham awilable) *

Giowt. Guaraneed
Giowt. Guaraneed
Unirz bed
Unirz bed
A
Urirz bed
H-

Unirz bed
Unirz bed
A
Unirz bed
EEE+
L]

aarf]
AME+

Al
Unrabed

Gowt. Guarankeed

RR1
EBE+

Unrabed
Unrabed
Unrated
Unrabed
Unrabed

Gowk Guaran eed
Gow b Guaran eed
Gowtk Grrranked
Gowt Grarankeed
Gowt GeaEnked
Gowk Guaraneed
Gowt GEranked
Unra ed
Unraled
-
Unraled
A
Unra ed
Unraled
Hh-
Unraed
A
Hh

An)
AhE+

At
A+

Mt Applicabile

2018 2Md
---------- Rupses in Q00 -----m--
Tl f ad
S e
3040
871528
- 2,504 84S
1506000 150,200
TRESED ERESAE
2L v, 114
124 500 174237
Bs71s 128571
221290 221250
- 249
a0 a0
S5000 s5000
40,000 00000
T T
- 20237
25 A0 2era0
TR T
H 1=
20 18
=] 2
18 17
= =
22 Bea 20
==
A%
200425
22
A2 26T
LRSS
SER0
2a0m
A0 748
2 B
LA
A
22 43
79,140
0532 -

T T T

{3122 437

H4gs

LRI, L Lo I N L% £ N L
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10,10 Details of investment in associates Helding  Shares Gost
3 Rupees in '000
Unlisted
Fotnl Gapal Limmed - incorporated n Maurts 2.TH 2HALU 47 HET
Face value pershame: USD 1 /-
Ereak-upvalie pershane: R 104 20 bassd on
uraudmed irancEl s\iements 1or the penod ended 20 Sepimber 2075
Ghiet Erecutme: Mot AvaiE bl
kASE Funds Limited 43,80 14, 123522 432,302
Face value pershae! Ba 10 -
Hreak-up value pershane: He. U440~ |based on
uraudited firancial statements for the yvearended 2 Dec 201 5]
Chief BEecutive: Mr. khaidoan Bin Latif
Me Homzon ExpiomEtionand Fmoducton Linied L B LI A8 UL
Face value pershame: Re 14 and Rs 10 /-
Bresk-up value pershare: R 10585 [besed on
urEudned firancEl st ierments ior the yearended A June A015]
Chiel et Mot MvaE kb bl
Shakarganj Food Products Limited [Unlisted] 402 50,950,000 EET B2
Face valle pershae: Hs 10 -
Hreak-up valle pershare: Hs 120305 pased an
uraudited firancial siterme nts for the penod ended 21 Dec20145]
Chief Executive: W Afean M. ke
B,
* The btal effective holding iz 4.2.28% with dinect bolding being 19.64% and indirect holding being 22 509,
10.11 Raconciliation of investmonts in associabas
31 Decambsr 2015
Heaw
; . KASE
i R S e L
Faticutam Capial Funda i By et P Income ODEgon KaSECamh Fund Totd
Limied  Limibed . oo ppoitunky o Oppotunty  Fund
Production  Limibed Fund Fund Fund
Limi=d
Rups=s8 in ‘000
A at May T, 2018 d,EET dS2 02 SSROOD B2T4r 32574 edad 105526 1ATTT 115,589 2,515,020
Met inuestments durng the penod
HEET A2 E02 SERDO0 B2TA4r 32T 2eadad 10552 1GTTT 115,589 2,515,020
Foat-acquietion crangea during the parod
Fiecognised i the proft and
53 accunt 51| 1sdze0 4532 [Fasel] (17,273 1,775 1291 157,306
Fiecognised n sumplus ! defidt
on revgluation of assets
51T 1Ed,260 [T [a56] (17,273 41,775 1291 157,506
dLERT dsR 02 BRRETT  TRZR0Z  BERAE 290d6% BR252 155562 114,680 2TT50
Dividend noome receiied
during the period [5362]  [5257) [2,25d) (7,757 [16,5d0]
Disposed off durmg the periad [FE006d  [IAT,EH) (BR282) (150,268 {106,323 [0, 755)
4 & Decambar 31, 2115 dEET dsR g0z BRRETT  TRZENZ 1,704,905
Frauision for diminution in the
1lus of nuesment [H,E6ET) [d52,502)  [555,5TT) 1,052,746
A & Decambar 31, 201§ Th, 202 62,202
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10121

10122
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Particularof provision fordiminution in the valus of invastmants

Upening balance
Chame for the vear
Reversal during the vear

Transfer from the amalgamated entity
Heversed on disposal
Closing baknce

Braak up of provision fordiminution in the value of investments s as follows:

Irvestrments - Izlamic
|vestments - Comentional (relating to defunct FASE Bank Limited)

Particulars of provision in ras pact of typs and segmant

Awailable for salas mvestments

Listed Term Finance Ce rificate

Unhsted lerm Finance Centhicates

Dddinary shares of isted compane s

QOmdinary shares of KASE Modamba (e lsted party)
Ddinany shares of unlisted companies

Modaraba Al Mali

Sukuk ceticates

Hald t0 maturty sacunties
Unlisted Term Firance Certficates

Associatas

Mew Horizon Explomton & Poduction Linted

FASE Funds Linited

FAEE Income Qppartunity Fund

k5B Capital Limited (Forme dy KASE Infernational Limted)

ISLAMIC FINANCING AND RELATED ASSETS

|slamic firancing and related assets - net
Advarces (e lating to defunct KASE Bank Limted)

Islamic: financing and relatad assats - not

In Pakistan

= Mummbahah financingard & lated asssts 11318 &11.10
- lstizra firancing and related assets 114 & 1159

- Diminishing Musharakah - Housing

- Dirminishing Musharakah firancing ard releted assets - Others 1.6

- Agzinst Bills - Murabshah
- Post Due Acce ptance

- Balkm 18

- Muszwarmmah financing and related assets .7

- Financing to employves s 11171
Housing finance portfolio

Met irvestrment in llarah financing in Pakistan 1113
llmmah firancing under |FAS 2 and related assets 1.8

Gross financing and melated assots

Less: Povisionagainst non-peforming Firancing and related assets
- Bpecific 1118
- Gererml 1118

lslamic: financing and related assots — nat of provisions

e
SR
iy
ey
T T

215 2014
------ Ruposs in T} cee-
14,554 154, 58
bbb Yol
b bbs Toy
1,103,622
=
TT77. 427 TIE53
[ s
17,804 14853
2,104 633 &
N e Taoe3
T T =
S WA :
780,455 .
) 5d -
811,355 :
174, it 1A B
B8 Tur
T TEE a0 TIERT
221 801 :
TER BT z
gAY .
41,867 =
TIRC 748 z
N D TTEET
e
BE112.412 41007058
2,215,668 ]
e ey N & Wy AT
. |
WOEAEE 15,458,080
11,051 754 £.5d5, 727
g,515,584 4,673,540
£,214.608 4.121 128
82 512 o7 Ad8
11,598 14 207
2 000,000 :
£ 485 278 7151 343
1,848 042 1,150,080
" m3oen " ogono
&d dds 85 455
4 414,721 2 830 534
B, 70T, 7 Y T
(2 455,821 {524.414)
£33, 703 (76,54 d)

BT ATe
. |

TTIDT e
|
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1.3

1.4

1.5

1.6

Hoto Ais
Rupaes in "0}
Advances (relating © defunct KASE Bank Limited)
Loans, cazh creditz, running finances, etc,
-In Pakiztan 12,731,255
- Ciutzide Paketan =
12,781,355
Met irvestrment in finance lease
- In Pakiztan 11132 520,145
- Qutzide Pakitan =
520,145
Billz d counted and purctased (excloding teazury bilks)
- Payable in Paketan Ad3 8e7
- Payable outzide Palastan 3
&d3 6a7
Gross Advances 14,755,060
Lesz Provizion for non-pe forming Financings
-Gpeciic MAs& 1118 (10,547,6238)
-General Mi1s& 1118 = o)
Advances - net of provis ions A==
M5 2014
-------- Rupees in "(iije—-.-
Murabahah financing and related assets
furabahbah financing 19.665,1459 13,004,733
Advance againet Murabahah fina ncing 11,308,705 2. dad 247
A0 500 Aeh 15,458 DE0
lstisna financing and rolated assets
lztizra firmncing 4, d7ig, 455 35882917
Advance against ztisme financing BT T2d 2053 Sad
lztizra imventones 1,802 524 = NSy
11,651,754 5048 722
Dmminshing Musharalah financing and related ass ets - Othars
Dirminizhing Musharka b firancing & G GeD 4,115 525
Advance againet Diminizhing Muzharakah financing 2G7 655 1,800
5,314 808 4,121,122
Halam
Advance agairst Salam 2,000,000 -

Anrual Raport 2015 18




11.6

1.9

11.10

11.11

11.11.1

1M.11.2

1112

111241

1M422

Mus wanmah financing and related asseis

Pz mima b firancing

MWy = mima b inventones

ljarah financing under IFAS 2 and rolated assets

Met book value of azsets under |[FAS 2
Advarce against larah firancing

Hote

11.14

2015 14
——a =Ruposs in () -m-e—-
1,8d8555 2857, 267
281471 2,534.088
5,456,375 7,151,343
2,508,102 2457337
GEE1G 252,27
d.d41d,721 2880534

& |

Ml ra bsaba b fire noing and related assets inclides firencing amounting to Ra 80 million (2214: Rz Nil) and advance
amounting o Rs 1821 million (2014 Rz, Wil under Izl mic Export Refinance Scheme,

|ztizra financing ard related aszets includes fimancing amounting to Ra. 180 million (2014, Rz &0 million) and
advance amounting to Rz, 8231.28 million (2014 Rz, 808 million) under lzle mic Export Refina nce Sche e,

Py ra baba b zale price for traneactions during the yvear)
Purchase price (fortmneactions during the year)

Doferred Murabahah income

Cipening balance
Arizing duning the yvear
Recoaneed duning the year

Murabahah receivable

Cipening balance
Sakzdunng the vear
Recemed dunng the vear

Particulars of ks lamic financing and related assats

I lozal cume noy

|mforegn curne noy

Short-term { for upto ore year)
Long-term { for over one yvear)

15 2014
———— =Rupoas in () -—-—-
45,1234082 43570070
e A7 A0 B23RT1ET)
T0ET 150 TTI75TS
323,818 146,031
1,281,185 1,232513%
1,286,345 r1,1dd 428)
T TOTETR
14,004, 733 5,577,804
d& 124,062 28870070
rl,da0s3s (27,242 641)
RN ] 12,004,733
]
52 508 830 41,488 547
. 231,62
IO R ITESETTE
BT OAT| s Ao
18535 510 11,885 507
st Te Sy TSR TS
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11.13 Mot invastnaent in jarah financing in Palastan

il - PiIES
Catar than Cater than
tm':tnlif; cnaand | Ower five Total tm?nlf:; cne and | Dwer five Total
5 less than years o less than years
¥ five yaars e five yaars
RUpess 0 oo0
ligrah renfle meeva bl fidg 20T 2023 - 4T 250 45,051 11675 - 57 T26
Rezidual value 124 GEE £ 052 - 130,677 21,581 8,811 - 2,02
mlnImUm &m0 pEyme nts LR iy RN ET g EEg:auicH Bl Ros AT - o
Protit for future pznods 152,400 143 + 155 4.2 11.2091) 1362 - [1653)
Presant value of minirmunm
llamh payments 76 522 T a7 - 724 554 £i5,34 1 20,124 - 05 455
015 2014
11.13.1 Brask up of nat investmant in ljarah financing and Finance lbasse =000 eees =Rupaas in " =---
|slamic financingand & lated assets - net g, ddig A5 dgs
Advarces (relating fo defunct KASE Bank Limited) EE 145 "
¢ 2d, Hod oo, b
1M.14 ljamh Assots
PUEL]
Gt RGO MOl apad 08 p e aton ECTTEINE] y—
Fs at Aadien J Fs at Fs at Gharaa f R=at a5 8  |nacracistion
January 01, Jideletions) 4 December |Januarny 01, d M.g Decambar | Decembar P o
2015 | itransfers)| 312015 | 2015 | (deletiensi] Tatsnde | e 2015 g
TROpaes m )
Hlantand Miachirny =y LAl 6 WEE417 S HL AT A Eela T a] A4 TU 2L
(41524 [248 BUSY
Vehikes AT AU AHTUMEY 4774 U H4, 78 Lyt R Lo TR it L A R T VA R | 2RAE A
(L] 26T ) [5G MTE)
B 0 s i 7. R I B 1 P T2 1=y =T AR L = 5 P I« T % |-+ LB P
[EEER- N LR TN
FURE]
st - Aj:{u ML a160 06 p rec [aton ook vanal oot
75 at i As As 3 B at as at [y
January 01, i’;‘g ﬂ'tti'g;';] December |.Januany 01, (d%q:tri%?;] Decamber | Decembar Oep: mq,'.:'atmn
2014 41, 2014 2014 31,2044 | 34, 2014 <
TRUpaes m )
Flant@nd Mizchineny T, 144 AU 4T Hrd LI 2l HTS T ST Y AL T 2URHE A
(161,540 (14 2E5)
Yehicks 1802138 1287401 2794 404 O3 TR 404 552 819,138 1975268 203333
[, 145) (164,175
TR T iE Srenae e T [0S S I NN AW - F i ST T
|asnba) LY
—S-.——___—_—_—_—_—_—_—_-aa-a-a-a-aasaaasaaaaaaaaaa
11.74.1 Hat invasimeant in jarah financing - IFAS 7
20TE = pyI5ES
Catar than Cater than
tm':tnlif; cnaand | Oowver fiva Total tm?nlf:; cna and | Dwver five Total
et less than years i less then years
e five vaars » five vaars
R Upeas 0 oo0
ligmh rentls moevablke 15310650 2195774 - 4 TIE M G45673 1500417 - 2 446 080
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1115 lzlamic firancing and = leted assets and advances include Rs. 18 230580 million (2014, Rs 1,051.22% million) which
fewe besn placed under ron-pe forming status as follow s
FOEE
Categony ef Glassified lElmic finanzing and ” i i
Classification ralabed assebs and advancas Proyision Requird Provision Hel
Lomestic | Dvarsess | okl Lemastc § Dversesas | Totkal Lomastc: | Dverssas | Tatal
Rupsgs in T
it r Az sats as paciElly
ranitiored (CHE M) 156,355 - 155,355 - -
Substndard BE5 300 - G55, 300 168,717 - 158,717 158,717 - 158 717
Dbl 202 500 - 20250 136,009 - 135009 135,009 - 13,009
Lio=s 15,528,335 - 13,828,335 13,108,433 - 13108433 135,108,433 - 13100433
1523l HE0 - L ETe T B T e ] - Ta40E T8 15,408,154 - 13 A0S 15N
FOEE
Catbageny of CTaszied GRME NEnG g and L . .
Classification ralabed assats Prvision Requirad Provision Hald
Lemestic | Cersess § Toksl Lomastc § Dverseas | Totlal Lomastc | Dverseas | Tatal
Rupsss 10 00
b rAssats o pac Ell
mentioned (CAE M) a5nET = Q5,067 L -
Substndard TELET - TE.587 T.259 - 7259 T.259 - T .25
Dioubdful SELE0 - 55,980 TEM - TE14 T4 - TE14
L= 834,315 - 834,315 S0 541 - S0, 541 S0, 541 - S0 541
11 - 1,061, 52 5 A1 - Sdd.414 L, 414 - Lo A4
11.16 Hartzulars of provision against non-pe forming 1slamc tinancing 2nd related assets:
e EUGES
L BREENETEL | EIE] Specitic | Teneral | =5
--------------------- THLIDaS T ] e
Crpaning ba Ence 524,414 TE B4 E00ss 575,843 47 .4?EI 623,313
T rare e med o the = e lgamaed e nitity 13,819, 255 &, 238 13.8255[!3
hange for the vaar 24 Ei l"’
Rewarsaks 1, 24? 551 123, 435 123.435
A mount writen aff (93, eaz: : |:93.662:| :
Tk med b provision sgainet off baEnce s bt TE,051 - TE0591 -
Clasing bakmnos 13,4003, 155 R ] S, 414 ?6.6‘-:14 [=EE] .EIES
111641 2015 2074
Specitic | Gensml §  Tobal Specitic | Genaral | Tatal
-------------------- AR UpEES 10 U0 e e
IzlEmi 2,455,621 138,703 2580324 524,414 T B g01 058
Carsentiona | 10,947, 538 1000 10940428 - - -
QB | B e o S e g e R O e [N
215
11162 Heversals ret ot tar value adiustment tzken to consoldated protit-and loss acoount Hupoas i "(HHE)
Lmss reversals 1,247,551
Chame for the yvear [377.3132)
Fair value adjusted against reversals (230,718)
Met mversals talento the profit and loss account i
he—
1.16.3 Pariculars of provision against non-pe forming lslamic firancing and relsted assets:
f RIEE I FIEES |
| Specific | Gensml | Total | Specific | Genaral | Tatal |
--------------------- [T R ) T
I boal oo iy 15,403,159 186,983 13538752 524,414 TE e 01 058
I fomign cumency - E + % c 3
JEE R ] 135,503 13530, 58 L, 414 JE Edd [N ]
11.16.3.1 The Holding company maintains general msene (provision) inaccodance with the applicable requiements of the
Prudentml Regulstions for Consumer Financing and Prodentisl Regulstions for Small and Mediom Enterprise
Financing izsued by the SBP
11.16.3.2 In accordance with B30 Circular Mo, 2 dated Januany 27, 2008 issued by the 5BP. the bolding company has availed

the bereft of Forced Sale Walue (F3V) of collsterals against the non-pedoming financings. The be nefit svaikd a5 at
December 31, 2016 amounts fo R 2238 642 million (2014 Rs 216 253 millon). The additonal profit ansing from
availing the F3Y benefit - net of tax a5 ot December 31, 2016 amounts 1o Rs. 186062 million (2014, Rs. 208 &84
million), The increase in profit, due o availing of the beneft, is not availebk for distribution of cash and stock divide nd
to share holders of the holding comparny
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11.17.1

12

121

122

Partculars of financing to directers, executives or officers of the Holding Company

Firancing due by directors, executives or office = of the holding company or any of them ether seve mlly or jointh with
any other persons

Hoto M5 014
----- =Rupoos in "=
Balance at beginming of year 1,783,060 UTATEE
Firencing g red during the year 1198522 478 207
He pay me rts (RI0HES (AT
Balance atend of vear MAT  TadT3E T, T e

Thiz includes Rz 3632 million (2014 Rz 2085 million) mark up free fimancing o employees of the holding company
aiven under the hoding compa my's Huma n Resoume Policy.

Hoto M5 14
OPERATING FXED ASSETS  ammam -Rupees in "0} =--m--
Za pital work-in-progress 121 101, dig? 41,714
Property and equipment 122 53031178 2308371
Intargible as=zets 123 157 080 29157
i e
;|
Capital work-in-progress
Advarces to suppliers and contractors =R TT.7 14
Civil workes (relating to defunct KA5E Bank Limited) A EaT A0, 000
Advarce foracquinng properties (e lating todefunct FASE Bank Limted):
- Dffice premises T2 508 -
- Computer softwsa e 5,18 z
T T I
Provizion for impairme it against advance for
acquirirg floor { office premizes (relating o defunct FASE Bank Limited ) 7 21,503) =
TOT, TT7T4
Property and equipment
2015
COET/ REWALILATION DEPRECLTION
At iomd | TRmE Changs for et bookvaluazs st
| Ao ajusgmente|l from  |{Diepoaae)! Aecl il tha wear! TEmbciny. Asd 2 December 3, Hmfn?mdm
anuary 01 ! Deecam bar Jdanuag o1y amaga Deecsmbar A
15 ! realuaion] anaigamat | Wikeoffa 3. o015 mi | HBFe3n) oty 301 215
BurpE® | edentty ) ad et manta )
RupssH in 00
At revalucd amou e
Freafiokd and 46,7 3 $5, 25 : 531,547 - . . . 51,547
Lea s hold Land 3
[133] *
Euiking an 1,528,548 TEE 1,537,680 - dm e 13T T0Td0 2dg 15 250LER ERT LR AT 2
Jeaseho b [mio2s1) : .
tand 1od,6dE [T0,251] *
At ot
Fumiture and 15050 157201 19093 [0y 1544752  5E0dTs 195500 120,852 SR1,02% £54,708 10
fisture A {1 86,521 [
(45,174
Eedim] office 1,535,578 2081 247,766 [£3T2] LE161T3 1,005,853 245005 854,858 8,188,558 BaT,5e 15- 25
and computer i : [&,150)
gl pment A
Wi icles 2038 Mg AT,126 (2] diss 250 1,576 Za0md %3,TES 7,403 20
[35])
G OE,99E 448,173 5,368,108 [a09d] &72a,141 1E606E5  E18,141 1,058,908 5,552,968 B 501,17k
[T0,251) {1 86,521) [,255)

19d 515 :13425
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)
TOET TEPRE: Wl 1N
Pt bk vl .
bz at k- b bs at Chage forlip bz at e nv'h u:31= Fate of Deprec@tion
Additions! year ! at Dece mher 1,
January 014 s [Disposals§ December fJanuary 01 idizpesalz]! [Ecenher 4 kY
a 1 Haw | i =P B, 2044
adystments
Rupees in "0
Freshald Land 571,560 44,400 - 456, Tds - - - 46, Tds -
15,995 * -
Eilding on 1,580,315 - .15 IES 2594 27,570 1,557 1,526,531 H
Jeazahold [2E,107) * -
land 172,160 * [28,107) *
Fumiture and 1,540 F1EE0T < LEER0E 00T 150,465 580,475 502,576 10
fidure - -
Electrial, ofice 1,270,595 FALEEAfR2EA)C1EESETS W0 170,729 1,095,963 459,920 16-28
and compurer - [5,057)
equipment - -
wehides 5,055 - N7 2 2,995 T 2,500 596 20
- (1751
- [585)
5 [ LEE 2 v TR R T T A BRI ET B TN TR
[28,107] [5,232)
155,174 [2a,002)
1221  Details of property andequipmert disposed-off
The detail of popery and equipment dis poeed-off durng the year are disclosed in'Annexune |
12.3 Intangible asset
EL
COET AN AT B 4T IO
Pt bk vdl e
duat || TAnsErfom st bz @ | Chame ¥r |TensEriom) dsar | I:Elznv'hzl:=31= Fate of a mortimation
danwary 04, di | amagamated| Dece mber {Januay 014 theyear ! Jamdgamated] ecember P 2 .
apg (FEE e | sime | s | rdspesaky | e | 3Lo0s
Rupeesin 00
Camplrter sofare g iod 2,012 SELOEA SERA0S  IRAIOT 26643 FLERTD R 113,414 2
Lo deposks - AL E00 < g - 1,554 - 1,554 4,045 5.5 - 20%
Customer st - - HIEE 0,76 - 1,399 2236 24936 5,500 10
Member ship @rids - - FALL 200 - - - - 00 Indefiite wsefl e
of KSE and HZEL - -
Fitams at K5E - - 5504 550d - - - 5,504 - Indefiiite usful e
B 5,508
Bt at K5E - - 450 350 - - - - 950 Indefiiite usful e
Camtracts and Mandates - - WIEE B9,355 - - FEE 0 B9,355 = Indefiite usful ie
Fareign Afilate Feltionzhips - - AT H9ET - - 0,507 #9527 - Indisfinibe waeful e
B T LT S S WS F R F RS I I N - T T R T [T S T TRnE0
. 5,504
E
ST ANDIRT BT 10
Addibions
bt bk val s
bz 2 |(disposals)] dsa bs at u‘“’:ﬁ”’“ PRI i &E"L':;T Fizte of a mortization
danuary i, { December {January 01 di Ll d=i [ecenber iR g "
ot fadjuzment] somas | oman | EReEEAR o oy
F adpstments
Rupees in W00
Camplrter soE e 16360 E5TEL andi0d 144505 15104 164,907 38,197 2
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12.4  Costof fully depeoated properties and equipment that are =till in the bolding company's use, az at December 21,
H118, amounted to Ra. 785, 226 million (2214: Rs. 720522 million). The cost of fully 8 montised infa naible azsets that
ar =l inthe holdingcompany's use, az at December 21, 31 Samounted to Rz, 145 284 million (2014 Rz, 142 538
rillian).

12.5  Dunng the year 318 the holding company's freebold bBnd and buidings on leazebold bnd were revalied by Wi
Akbani & Javed, Harresters Services and Ghandhara Conzultantz on the basis of their profeszional assezament of
the prezent market value, bz a el of revaluation the market value of feehold land and buidings onleazehold kBnd
wene detemined at Rz 3,795,572 million
Had there been no revaluation, the caryingamount of revalued azsets at December 31, 2016 would have been as
forllonaes:

[y TEF REIAT 0N

Nt bl wal us 35
As at Asat As at ey

Jan;jagm, Additians | [ Dispasals) D;Enu;qh;r Jan;nadr_.s-m, ':t"ni"?";:':r "‘“;,I'f';cn?l?m SHE

1M1] [1UBLLE N
Freehald Land 474,528 - - ard 528 - - - a4 28
Buiding on lease hold land B2 A14 70 5 EIEA2  2H0TS 16T 253 282 571041
iREERER T - TIH 5] o brh 6 07 ThD L5 4hH
Hote 015 2014

13 OTHER ASSETS e Rupoes in () ---em-
Pmofit ! return accrued in local cure oy G2 Has Go5, 104
Pmofit f return accrued in foreign currency 10 15
Advarces, de poetz, advance rent and other prepayme nts 477,077 15082
Advance taxation (payments ks provision) i R
Mor-banking azzets acquired inzatizfaction of claims 131 1, B0, 687 X810
Leaze rertal receiva ble dd, G =
Bm nch Adjusterme nt Aocount 161,837 22700
Defired Bereft Planaszets &5.8138 11,870
Inealized gain on foreand fomeign exchange promees = =
Goodwill 132 2873 815 Mo2e
Banca takaful Income rece rable E: 21,000
Fair value realeed onadvances 438, 520 -
Inzira noe claim receiva ble 11,321 168,64
Carl@rah repossession AT 1,608
Receivable against First WAPDWA Sukulk 133 50,000 &0.000
Statione v and stamps in hand 7 "
Trade debtz 134,025 z
Apnount recoverable asa maultof acquiztion B -
Receivable against Mutual Funds ade G0 "
Fairvalue adjuztrrent based on valie in uze’ A3, 90d -
Dther moeivables 2, 22 104,273
Lesz: Provizion beld against other azsets 134 2 70,3 668) (65,053
Ctheraszets (ret of pmovizions) (== 0T = A B =T A i

T R

131 The market value of Mon-Banking assetz acquied in satetaction of clhine iz Re 1, 110490 millon (2014 385 784
rnillicr),

Hote 2015 14

132 Goodwll ——— Rupoes in "0 -eaem-
AzatJanuany 1 A.028 Ao 23y
Goodwill eoogrized duning the vear - on proveonal besis 1321 ATELTN -
Impaiment - charged during the yvear 13,23 a518 25 200

Hot book value as at December 31

i) )

il
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13241

1322

1323

13.3

13.4

14

15

2015
Rupaoes in ")

Goodwill recognized on the amalgameation of FASE Bank Undertakings 270,71

Thie reprezents goodwill recognized upon acquiztion of KASE Bank Undertakings bazed on povisions | fair values of
azzetz and labilitez as more fully explained in note 2 to theze financial statementz. The Bank expects the fair
valuation exercize to be firalieed within @ pericd of one year (from the date of acquistion e May 7, 3218 and
goodwill will b2 allocated accodingly to identifiable cash gererating units. Further, the State Bank of Pekistan vide
tz letter no BPROCRE&P-O2WE26- 1121215123518 dated Jure 2, 2018 has allowed the Bank to carny the goodwill at
December 31, &1 & without testing for impairment

The amount of goodwill that will be deductible for taxable puposes & Rz 6742248 million. This amourt is
proviEional and will b2 finalieed upon completion of fair valuation exercize as moe fully explained in note 2 o these
conzolidated firancial tateme nt,

Impaiment testing of goodwill

During curent yvear, as part of impaiment testing of goodwill, the maregement has determired the recoverable
armount of the Banklzlami Modaraba Investments Limted (.8, Cazh generating unit) at itz beak up value appearing
in the firencial statementz of the Banklzlmi Modaraba Investmerts Limited as at December 31, 2018 The
difference betweesn the camying value and the recoverable amount as mentioned above has been moognized as
impairment a nd adjusted against good will.

The carrying a rmou nt of goodwill allocated to the CGU i as follows:

2015 2014
----- - Rupoes in "0 cm-ee
- Bankzkmi Modaraba Investme nts Limted 13107 20028

The Gmoup hed purchased 10000 cerficates on Jure 26, 2008 of first wapda sukuk through a neoctated
tra neacton for a cazh coreideration of R, 82228 million having face value of Rz, 80 million. These ce dificates were
available in the selker's Central Depostony Company (CDC) accourt and on completion of the tranzaction were
tmneferred to the Group's COC account. However, the pericdic liamhb Rental dues were not paid fo the Goup onthe
pea that there exists cerain dizcrepa noy with respect to owne=hip of the aszet. The amount haz been shown
under "other azzetz" az the certificates were matured in 2012 ag per the terme of the sukuk Bzue The Group hes
mot recognized any proyiEion in respect of the above amount az it iz fully sscumed througha lien over a de posit

2015 2014
----- = Rupoos in "0 cmaee.
Prowrision hebd against other asses
Cpening baka nce a8.083 8027
Charge for the yvear EREES RN
Reversals - -
T TR

Prowv o transfe med from the a malgamated entity G083 B
Clozing balks noe =R S, o
BILLS PAYABLE
In Pakiztan 1,623,583 518,438
Cutside Pakiztan

TErToT o

DIE TO FIHAHCIAL INSTITUTIONS

In Pakistan 3,187,770 831,000
Ctzide Pakistan -

;
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151

15.1.1

15.1.2

182

16

16.1

17

Dotails of due to financial instritutions secured [ unsecured

Hocursd

Aocepta nces fmm State Bank of Pakistan:
- under lzlamic Export Refinance Scheme
- under zcheme of a malgamation

lins e uraed
Callacceptances

Hote

_;_;
o
TS
P =

2015 2014
-------- Rupoes in ") =-em-ea
1,035,280 G510
2168,420 <
TG T BET

The acce ptances & ona proft and loss shaning basizand is secured against demand promisson notes executed 0
favour of the State Bank of Pakietan (SBF). A limt of Ra 000 milion (201 d: Rs. 1,000 million) wasz allocated 1o the
holding company by the SBF under lzlamic Export Refirance Scheme for the financial year ended December 21,

2.

The reprezentz a 10 yvear financing facilty of Rz 5,000 millon extended by the State Bank of Palkitan (3BF). The
facity iz zecumed againet Governme nt of Pakistan lamhb 3ukuk The 10 year facility was pmovided on the basi of
fudaraba to be mmunerated at profit =haring ratio deckeed by the Bank on itz remurerative current accounts on

monthly basis fthe last declarsd rate inthis mspect & 001% perannum).

Particulars of due to financial institutions with res pect to currencies

Inlocal cumency
Inforeigncure nces

DEPOSITS AND OTHER ACCOIINTS

Customorns

Fred depositz

Zavings de posits

Currert accou itz - non-remune @tve
angin accou nts - non-rermunerat e

Financial Institutions
Rermurerative de posts
Morkremurerative de posits

Particulars of deposits

I local cumency
Infomanoure nces

DEFERRED TAX ASSET / (LIABILITY)

Deferred tax dehits arising in respect of:

Aocurubated tax lozses

Tax credit against mimimum tax

Defict on revaluation of availkble for zak secuntes

Prowizion for diminution in the value of investments

Provizion against non-performing lzlamic financingand related azssts
Priov izion for gratuity

Impairment of goodwill

lemhfirancingand related assets

COthers

Dofarred tax credits arsing due to:
lemhfirancingand related azzets

Aocekmted tax depreciation

Zumluz on revaluation of availlable for sake secuntes
Sumpluz on revaluation of fred azsets

Met irvestrmert infirance kaze

171 &17.2

25 14
-------- Rupoes in ") =-em-ea
9T 70 aE1,000
T, i 205 AN,
47 405, 4d4 AR DAT, 230
51,231,674 A0 535 200
dd.844, 720 15,464,055
01,114 182023

TETETITTE T HOOTREd

&,555 205 1,113,037
MeETm 158, 252
TECER T a0 Do aaunry
160,007 526 B A5 DA
2853 218 1,7 dd A58
T.E08.50 R
316,485 (2521800
505 [dd, 418
453177 (13,7800
2532 5a [ 788

21,253 .

G2 240 E

13,7432 E:

G26,210 .
T Ban g
TITr
182 785
A4 EE2
T, SRRl
AT =] TS, 200
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171

172

18

18.1

18.2

The holding company hes agaeogate tex bsses of R, 10072334 millon as at December 31, 2015 which includes
tax lozzes of defunct KASE Bank Limited (now amalgamated with and into the Bank). The maragement haz camed
out an azzeszment for estimating the be refit of these beses, the holding company would be able to zet off from the
profit earned in future yvears against these carny forad losses. Based on thiz azsessment the marmaoe ment has
moognised deterred tax debit balance amounting o Rz 1,926 888 million [including defered tax on minimum tax
amounting to Bz, 316,438 million (2214 Rz, 282180 million - reprezenting defe med tax azseton mininmum tax)]. The
amount of thiz beneft bes been determired based on the progcted financial stateme nts for the futue penods as
approved by the Board of Directorz. The determination of future taxable proft iz most senstwe to cerain key
azzumptions such a2 cost o income ratio of the holding company, deposits composition, kibor rates, gowth of
deposits and firencing, imvestme nt returns, prod uct s of firencing, potentia | provizion against assets [ financings,
ecoveries from norepe dforming loane and branch expanzion plan Any =gnificant change in the key azsumptions
mray have aneffect on the realiza bility of the defe red tax az=zet.

Incaze of another company the Divieon Bench of the Sindh High Court in itz deceon dated May 7, 2013 on carmy
forward of minimum tax in the caszes of taxable ez for the yvear haz held by interpreting Section 11323 of the
|Pcome tax Ordinance, 2001 that the beneft of carry forward of minimum tax pad by a company & only available i
the tax paid ina paricular vear iz less than minimum tax pavable. Sccordingly, if no tax iz paid £ meyable by the
company due to taxable lozs the nght o carny forwsa the mininmom tax does not aree. However, the management
bazed onthe advice of itz kgal counzel & of the view that thiz matter iz zublect to appeal in EBmer benchof the High
Courtz a2 well az the Suprere Courtand valid legal grounds ae available to substantiate the Bank's casze for carny
foreard of minimum tax, themfore, minimom tax of Rz 2316 4823 millon (2014 Rs 232180 millon) hes been
recognised az 'Deferred tax' inthese financial state ments,

Hote 2015 2014
OTHER LLABWLITIES e Rupoes in D) e -
Profit f return payable in local cure oy TR, 153 TAZ134
Profit f return payable in foreigncumencies 3,283 27303
Ureamed feez and commizsion g L
Accrued experees A 5 147852
Deferred Murababah Income - Financingand IERS 11111 2q5 323 A3 618
Deferred Murababah Income - Bai Muajgal 1,141, 681 A0 G d
Deferred Murabahah Income - Commod ity Mumbahah TR 1T 541,805
Pavable todefined contribution plan 1,d085 1,323
Zecurity depositz againet jarah and others 1,811,102 GG 151
Prov izion against off-balance sheet obligations 181 203,30 &
Surplus income of quarantined entity beld for future admesible experees 31 TR AT -
Currert taxation (provisone kss peyme ntz) 171, 7=6 =
Sundry creditors 45, 653 10,154
Unrealzed oz on forward foreignexchange promees 12,817 3145
Charity pavable 182 3,085 G212
Retention money 12917 g 248
Wiithbolding tax payable 28,827 12,25
WiWI'F pavable + T.e2
Cthers 17d, 807 42853

B e TS an
= 2 - - [t i ——— ]
Prowvision against off-balam:e sheet obligations

Cpening bak nce = -

Trarefer from the amalgamated e ntity 205 B5d £
Armourt wnitte n off > -
Trareferred to provizion against lzk mic

firancing and related azzets and Advances 1. 1e [7a,0aen &
Clozing balka noe RS c
Chanty Payable
Dpening bakance G212 TATS
Add tiore dunng the year i3, &0 A0d5
Pay e rts during the year 18.2.1 R )] 0812
Cloeing bake noe 3500 2
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168.2.1 Charity was pard to the following:

Alarngir Weltare | rust Intermatonsl
The Citizen Foundstion
The Irdus Hospital
Liaquat Matoral Hospral & Medical College
Sirdh Institute of Unology and Transplantation
Foohi Goth Hos pital
Akhuwst Charty
Diva Pakistan
Shoukst Khanum Memorizl
Kharadar General Hosplal
Imatitute of Busire sz Administration
Habib Unirve rsity
Arnan Foundstion
|rfag Foundation
Marie Adelade Le prosy Center

Firan Patient Welfame Socety

Mighiban We fare & ssociation Charty
Kairat £Zubain

e hak Ruba
Romaila Rashid
Mrs, Shahrez Khan

s 2014
------ Rupgos in T} 2eee-
1,000 1,000
1,000 2,700
1,000 2000
g0 -
&00 =
&00 -
E 1,001
. &0
1,000 2,700
- S0
- LA
e -
, a0
1,000
B0
260
500 800
25 57
=18] 120
: 180
B2h -
=R TOETY
. & |

18.2.2 Charity was not paid toany staff of the bolding company or o any individual { organisation inwhich a director of the
holding company or his spouse had any interest st any time dunng the year,

13 SHARE CAPITAL

131  Authonsad capital

215 a4 215 2014
------ Humbor of Shams --a--- meme= RUpaas in TR --aee-
1,200,000 000 1,300,000,000 Crdinary zhares of Rz 10 each 13,000,000 13,000,000

EESSSSSsS———————— Y . |
132  k=uod, subscnbad and pard up capital
215 2014
BB e Tor B8 e for ;
snstbr |rommemied i | Emtor e o A 15 i
= 1] athart i@n I cah otharthan A
cah cah
Mumbar ofe anse Fups=sa in i

ST, 572,000 STS,STEN0  EDTA6T 808 537,067,596t begining eFthe year 5,758,721 5,279,672
a5, i, 000 4 0dnnn 47,804,180 47,404,192 lzsued during the year - rignt issue 4,520,400 a0
1,007,391 2,080 T TN OTE080  EVEGVE90 - 15,612,000 Balanc: as at December 10,079,121 E.58, 121

Mots 25 2014
ol RESERVES e Rupoos in T} ceaem
Statutory Hesene s 201 273,178 273178

Reserve for bad de bts and contingencies 202 2e0.000 T
Bocumulated loss) [ urapproprniated prote (57,245) A AgY
ToE o T BT ETn
Tl VU

M. Under section 21 of the Banking Companies Ordinance, 1982 an amourt of not less than 20% of the profit of the
holding company s to be transferred to create & reserve fund till suzh time the reserve fund and the share pEmium
account equal the amount of the paid upcapital of the holding company (e, Bank), Thereafter, an amount of not less
than 10% of the profit is reguired to be transfered o such reserve fund.
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#0.2  The Boad of Dirctors of the holding company in ts meeting held on Manzh 8, 2015 had tmnsferred an amount of As

|

211

1.2

260 million out of "ureppropriated profit” 1o "resenve for bad debts and contingencies",

Hot
SURPLUS ON REVALUATION OF ASSETS
Surplus [/ (Daficit) arising on revaluation of;
Fred bassts 211
Ayailable for sak scounties 2.2

Surplus on mevaluation of foced assets
Frashold Land

Buikding on laase hold land

Surplus on revalustion of fied assets st anuan 1
Surplus recognized during the year

| ranste med o unrappropnated pott N respect ot ince me ntal
e preciation charged during the year

Relted deferred tz liabilty in respect of incremertal depeciation
charged during the year

Relted deferred ta lisbilty on surplus a5 &t Januarny 1

Rekted deferred tax liability on surplus dunng the yvear

Helated deterred ta labity 10 respect ot iIncremental depreciation
charoed during the yvesar

Surplus on mvaluation of availabls for sale sacuntes

Fedamal Govamment Sacuntes
- ljgrah Sulkuk Bonds - Islamic

Suluk cortificatas
- Sukuks unlisted - |slamic

Fully paid up ondinary shares [ Units
- Modambs Certificates - lslamic
- Urdirany share s of hsted company - [slanmic
- Units of Open end Mutual Funds - [slamic
- Al Jomraih Power Limted (pe taining o KASE Securitie s Limited) - Corventional

Reklted deferred ta asset

CONTING ENCIES AND COMMITMENTS
Transaction-ralated contingant habilities

Contingent iabilities in respect of pe dformance bonds, bid
bonds, warrantie s, etc. give n favouring
- Government
- Dthers

2015 204
------ Ruposs in "D ceame-
B851,048 TA7.310
(22 628) 8e, 70E)
O g TR0
12087 112 220
Gu51,877 o112
15d, 545 172,180
112652 17, 66800
a3 L4, L5
TS a0e) TTT.ETE)
T oon TET.ETT
T oo T, o)
(63,125 (B0, 263}
5,413 4085
TIoT )
T o S )
TET. s IO
1,177 rd42.531)
(A7 EE) d 482
d, 584 3,188
(5555 -
26 an
(10,732 .
e B0 R B = D
8028 d& 415
Lkt Lk, IS
4562 Dda 200 082
10, 707,081 2813,621
T TH0L o A B
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22

23

2231

215 2014

Trada-malated contingent liabilities memne Hupaas in R mee---

[ mpart kter of Credit 4624374 2568 447

Apce ptances 1,618,243 108638
(=840 Yl e T O0E

Suit filed by customars for racovery of allaged losses sufferad, panding
in tha High Court which the Group has not acknowladgaed as dabt 180,000 185,200
(- — |

These mainly represent counter claims filed by the borrowers for restricting the Group for
disposal of assets (such as mortgaged / pledged assets kept as security), cases where the
Group was proforma defendant for detending its interest in the underlying collateral kept by it
at the time of financing.

The cwnership of the Groupin respect of its investment in 400,000 cartificates of Maodarabah
Al-Mali costing Rs 2,972 B22 was disputed by a person. The Group rejected this claim and
filed a zuit against that party in the High Court of Sindh claiming damages of Ras 20,000,000,
The High Sourt granted an injunction infavour of the Group restraining the person to deal with
the shares pending hearing and disposal of the suil. Meanwhile a suit filed by the same party
for the winding up the subsidiary company was dismissed by the High Count. After dismissal
the party filed a suit against the Group in Banking Court, Karachi | claiming Hs 19,200 000,

The management, based on the opinion of its legal counsel is confident that the Group has a
strong case and the suit filed against the Group will be dismissed. Accordingly, no provision
has been made in these consolidated financial statements in resped of the above.

Consequent to the amalgamation of KASE Bank Limited with and into Banklslami Pakistan
Limited as at May 7, 2015 certain cases have been filed by individuals pertaining to
amalgamation in which the Group has been made a party. The management based on the
advice of its legal counsel 1= confident that there will be no finandal loss to the Group in
respect of thess cases

The Deputy Commissioner Inland Revenue (DCIR) passed certain assessment orders
against the Group vide letter no O&/S7/2012, O7/97/2012 and 08/97/2012, all dated
September 25 2012 under Saction 33 of the Federal Excize Duty Aot 2005 whereain
agaregate demand of federal excise duty of Rs. 62431 million was raised against the Group
mainly in respect of income from dealing in foreign currencies and certain dispute regarding
deposit of the amount amongst Federal and Provinaal governmen

The Group filed an appeal for the stay of the above demand before the Appellate Tribunal
Inland Revenue (ATIR) after the assessment order were confirmead by the Commissioner
Inland Revenue (Appeals). The stay application was heard on February 23, 20013, The ATIR
acoepted the stay application and had verbally directed that no recovery of demandshould be
inttiated against the holding company till the decision of the main casze by the ATIR. The
holding company hadintially deposited an amount of R, 10.4 million for filing appeal against
the said case. Lastyear, the holding company had further deposited an additional amount of
Fz 8 million on the verbal instructions of the authorities. The ATIR has set aside the stay
appeal in respect of income from dealing in forsign currencies and remanded badk the case
to the Commissioner Inland Revenue for fresh reassessment proceedings. The management
of the holding company 15 confident that the above matter will be dadded in favour of the
holding company and therefore, no provision for any liability which may ansein this resped
has been made in these consolidated financial statements,
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226 Asreferredtoin note 23, anamount of Bs 931 41 0 million was appearing as advance against
issle of right shares being received by the defunct KASE Bank Limited from Mre Masir Al
Shah Bukharn, a former sponsor of the defund KASE Bank Limited and other shareholders
The defunct KASE Bank Limited, when it was under the management and confrol of Mr
Bukhan, did nat issue shares againstthe said advancs, amongst other reasons, due to default
on the part of the sponsaors for meeting the minimum capital requirement. The amount was
reported by the defunct KASE Bank Limited as a part of the shareholders equity in the
tinandial statements with the parmission of SBP consistentwith the practice followed by other
Banks in Pakistan, The defunct KASE Bank Limited is now amalgamated with and into the
BIFL ie (holding company), with effect from May 7, 2015, as per the Scheme of
Amalgamation sandioned by the Federal Government. The KASE Corporation Limited and
one of its sponsors has filed a suit no 11022015 in the Henorable High Court of Sindh,
wherein, they prayedfor restraining the BIFL fram using artransferring the amount of advance
for any purpose whatsoewver during the pendency of the instant proceedings. Pursuant to the
said suit, an order has been passed by the Honorable High Court of Sindh on July 1, 2015,
whereky, the holding company has been asked to submit a statement of financial position and
keep the amount in the same pestion. The holding company 1z of the view that, in addition to
other reasons, as Advance against future issue of right shares appeared as shareholders
equity in the financial statements prepared by the Defunc Bank itself, it did not form part of
the assets and liabiities of the detunct Bank transterred to the BIPL under the scheme of
amalgamation. The same position has been maintained.

2015 2014
2T Commitmants in respact of promisos e Hupoos in ) -=----
Purchease s 4571841 1,763,272
Sales 4,508 264 1,310,100
28 Commnmants for the acquisition of opomating foed assots =1.451 134,178

29 Commitmants in respact of financing facilitios

The Gmoup make s commitments to exte nd financing in the normal course of its business but the se being Evocable
commitments do not attract any significant penatty or expense if the facility is unilate mlly withdrawmn,

210 Taxation

22101 The incometax returns of the holding company have been filed and tax assessments have
been made by the tax authorities upto tax year 2014, The return filed for the tax year 2015 15
treated to be deemed assessment order under section 120 of the Income Tax Ordinance,
2001,

22102 During the year 2014 (relating to the defunct KASE Bank Limited), the learned Additional
Commissioner lnland Revenue (ACIR) passed amended assessments order under section
122(E5A) of the Income Tax Crdinance, 2007 for tax Years 2011 and 2013 by imposing
minimum tax on turnover disregarding gross loss position of the bank, ACIH has also
amended taxability of capital gain and dividend income. The aggregate tax impadt comes to
Rz 116002 milion. Against the said order, the bank filed appeal before the Commissioner
Inland Revenus - Appeals [(CIRAY During the year the learned CIRA issusd order under
section 129 of the Crdinance by deleting thetax chargad on capital gain and dvidendincome
and upheld the lewy of minimum tax, The learned ACIR has passed appeal effect order under
section 124 of the Crdinance After appeal effect order the aforesaid demand has now been
reducedto Rs B9 928 million. Againstthe order of the learned CIRA | the Group hasfiled an
appeal betore the Honourable Appellate Tribunal Inland Revenue (ATIR). Howswver, the
department has filed appeal againstthe CIRA Order on the issue of capital gain and dividend
income, Therefore, oross appeal for the tax year 2011 and 2012 iz pending before ATIR,
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22103 During the year 2014 (relating to the defunct KASE Bank Limited), in respect of Income tax
assessments of International Housing Finance Limited (amalgamated into the defund KASE
Bank Limited during the year ended 21 Decamber 2007) for tax year 2005 CIH Appeals has
maintained the order of the Taxation Cificer to the extent of disallowances relating to income
from carry over transactions and gain on sale of property having an aggregate tax impact of
H= 12997 million. The defunct KASE Bank Limited has preferred appeals before the ATIR for
tax year 2005,

22104 The neome tax returns (relating to the defunct KASE Bank Limited) of the Bank for Azad
Jammu Kashmir (AJK) ragion have been filed and tax assessments have been made by the
tax authorities upto and induding tax year 2014,

22105 During the year 2013 (relating to the defunct KASE Bank Limited), the Appellate Tribunal
Inland Revenue (ATIR) passed an order for the tax years 200510 2009 in favour of the defund
FASE Bank Limited by allowing certain dedudtions including provision for non-performing
advances, impairment on investments, other provisions, amaortization of goodwill and
allocation of expenses having an aggregate tax impad of Hs, 712 550 million. However, the
ATIR has dizallowed deduchons relating to carry over transactions having tax impact of R
26277 million for the tax years 2005 to 2008, The defunct KASE Bank Limited has preferred
an appeal before the Honourable High Court of Sindh against the said decision of the ATIR.
Mo development has taken place during the current peried 2015,

22106 During the year 2013 (relating to the defunct KASE Bank Limited), the [noome tax
assessments of KASE Capital Limited (amalgamated into the defunct KASE Bank Limited
duringthe year ended 31 December 2008) for tax years 2008 and 2008 were amended by the
Taxation Officer to the extent of apportionment of expenses having an aggregate tax impac
of Az 125880 millon. The Bank has preferred an appeal before the Honourable High Court
of Sindh against the said decision of tax auth orities. Mo devalopment has taken placad till the
current period end

22107 Fortax years 2003 and 2004 (relating to the defunct KASE Bank Limited), the Commissioner
Inland Revenue Appeals (CIH Appeals) has passed appellate orders on account of certain
dizallowances in respect of income from carry over transactions, provision against non
petfforming advances, bad debts and certain other items having an aggregate tax impact of
Fs. 23.748 million. The defunct KASE Bank Limited has preferred appeal before the
Appellate Tribunal Inland Revenue (ATIR) against the above referred orders of the CIR
Appsals Mo development has taken place during the current period.

22108 For assessment years 2001-2002 and 2002-2003 and tax years 2003, 2004 and 2005
irelating to the defunct KASE Bank Limited) the income tax authorifies of AJK region have
pazsed appellate orders by adding interest on surplus funds fransferred to head office,
resulting in an additional tax demand of Rs. 14,587 million. The defunct KASE Bank Limited
has filed reference with the Azad Kashmir High Court against such additions for the above
mentiched azsassment/ tax years upto 2004 For tax year 2005 the Commissioner Income
Tax (Appeals) - A has passed ordar in favour of the defunct KASE Bank Limited | Howewver,
the tax department has preferred appeal befora the Appellate Tribunal Inland Revenue (ATIR)
- AJK against interest on surplus head office funds, having tax impact of Rs. 5327 million. For
tax years 2006 and 2008, AJK tax departmeant passed orders under section 122(54) of the
Crdinance. As aresult of these orders | aggregate demand of Hs 19178 million was raised
against the defunct KASE Bank Limited | Howsver, the order for the tax year 2008 has
subszequently rectified under section 221 of the Crdinance. Thereby aggregate demandfor tax
year 2008 and 2008 reduced to Rs. 12,304 million. During the year the leamed Commissioner
Income Tax (Appeals) - AJK has passed orders under section 129 of the Ordinance for the tax
year 2006 and 2008 wheraby he has confirmed all additions Therefore, the defund KASE
Bank Limited has preferred an appeal betore the ITAT - AJK An appeal against the order of
CIRA for the tax year 2006 and 2008 has been filed by the Group before the Appellats
Tribunal Inland Revenue [ATIR) - AJK
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22109 During the year 2014 [relating to the defunc KASE Bank Limited), the Commissioner Inland
Revenuea [Appeals) has given decision in favour of the Group relatingtotax periods from 2007
to 2011 for payment of Federal Excise Duty and annulling default surcharge and penalty
However, the tax department has preferred appeal before the Appellate Tribunal against
annulment of default surcharge and penalty amounting R 33 208 million.

The management, based on the opinion of its tax advisaor, s confident about the favorable
outcome of the above matters and consequently no additional provision has been considerad
necessary in these consolidated finan cal statements.

Note M5 2014
------- Rupees in 000 ------
7741 Qther commitments
Bills for collection 1,627 426 191,002
b PROFIT/RETURN EARNED
2 financings 1o
- Gustomers 3,800,018 3,860,305
- Financial instituticns 2670308 G165, 164
(2 R i 4.7 rh 454
Oinimvestmeants in avallable for sale securties 2208 123 2087 470
On deposits f placements with financial institution s 6,483 13,144
Others 50,235 42 310
a,oal, T e R IR

24 PROFIT/ RETURN EXPEN SED

Deposits 4 570,287 4 277,330
Dther short term fund gener ation 124,484 44 340
Cthers 403,730 134 361

4,088,801 4 486 040

25 GAIN ON SALE OF SECURITIES

Federal Gowt. Securities:
Sukuk Gerificates - 4,765

Unlisted Securities
Sukuk certificates 12,003 27,408

1, Uka JESEI It
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26 OTHER INGOME

Rert on prope iy 1,792 -

Gain an ermiration of financing AR 625 23003
Gain on sk of poperty and equipment 12.2.1 3,683 4712
| ncorme from sale of Mon-Banking Asset - 40
Arnount recovered from staff 1001733 1,970
|ncome from tracker change 3 13,083 2120

C=T R ET L

27 ADMINIETRATIVE EXPEMSES

Salaries, allowance 3, and other be nefits 271 20607 40 1,440.513
Ciharge for defined berefit plan AR 50,227 BRO012
Cortribution o defined contribution plan 26 S7.A05 43091
Mon-executive directors' fees, allowances and cther expenses 1,660 1,680
|nEuUrance. on consume rcar jarah To2T4 45,0595
Rert, tze s, insurance, & ectricity, eto 1,093,671 F22413
Legaland profe ssional chames 41,675 17,765
Communication s 247,030 126,820
Repsirs and mainte nance 221,667 &7,181
Statiorery and printing ety | 38,189
Acvertizene ntand publicity S5.a62 57,002
Auditors' = mdreration 272 26,8734 &,020
Cepreciation 12.2 507,444 B28184
Amortisation 1132 A0S 16,104
CDCard share registrar services 18,552 10E00
Ertertainment expense 40,501 B2E82
Security service charges Zaaed4d 1555947
Brokerage and comimis sion 23,053 o585
Travelling and conveyano: 26,013 24,184
Rermure mtion to Shanah Boad 20 a0d
Feesand subscription 136,081 1546582
We hicle running and maintenance 55,053 E7,405
Cthers 107,123 45084
b oAgn 57 N W]
Allowable adrministrative expe nees of the quarantined entity
forthe period a3 per the Sharish Board's approval 31 (208,617 .
S068 067 3471672

2741 Thiz includes Rs 105023 milion (2014 Rs 77792 million) paid o employees in espect of car moretization

allcwrance.
2015 2014
2.2 Auditors' renunaration =emmee RUpaas in ) =—---
Audit fee 5853 3,000
Fee for the review of half yearly financial statements 2600 955
Special audit due to amalgamation 15,600 -
Special cerificstions and sundry advisony s rvice s 535 2827

COut-of-pocket expense s 1,326 1,435




28

GTHERCHARGES e Ruposas in "I00 weaem-
Penatties imposd by the State Bankof Pakistan 2,134 3,280
Worle r's Welfare Fund 14 G415
TN T FRm
L |

Forthe period
from May 8 {o

Decambar 21,
2015
Rupeas in '000
FINANCIAL RESULTS OF KASB SECURITIES LIMITED
Total income for the period 25, Ad B
Total expenses far the period d 188
Pmoftt before taxation = Zm0
Tasestion
- Current i
- Priorvears G 23T
- Detemed [E==EY
Loss after axation _ongan
2015 014
TAXATIW e Rupgas in T ceee-
- Cument yesr GG det A BG0
- Pricr years 21,354 =
- Deferred 87 058) 71,548
TTE A TER, 925,

The numerical reconciliation befween average tax rate and the applicable tax rate has not
been presentad in these consolidated finandal statements as the provision for current year
income tax has besn made undesr section 113 of the Income Tax Crdinance, 2001 {minimum
tax on turnover) due to avalable tax losses brought forward from prior years,

Under Section 114 of the Income Tax Crdinance, 2001 (Crdinanca), the holding company has
filed the return of income for the tax years 2006 to 2014 on due dates These returns were
deemed completed under the provisions of the prevailing income tax laws as applicable in
Fakistan during the relevant accounting years.

In respect of tax year 2007, the Additional Commissioner (Inland Revenue) under section
122154) of the Income Tax Crdinance, 2001 amended the return submitted by the holding
company by adding / disallowing certain expenses [ deductions resulting in reduction of
lozses claimed by the holding company by RBs 117505 millien. The halding comparny filed an
appeal against the said decision with the Commissioner (Inland Revenue Appeals). The
Commissioner (Inland Revenue Appeals) has revised the order of Additional Commissioner
and has restricted the amount of disallowance / add back to Rs 47 867 million. The haolding
company has filed appeal before the Appellate Tribunal against these disallowanceas / add
backs.
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FINANCIAL RESULTS OF CONVENTIONAL OPERATIONS

Az maore fully explained in note 2 to these consolidated financial statements, during the
current period the holding company has acquired the operations of the defund KASE Bank
Lirnited effective fram May 7, 2015 (close of business). The defunct KASE Bank Limited was
operating as a comventional Bank in Pakistan, The Shariah Board of the helding company,
keaping in view the extracrdinary cireumstances under which the former KASE Bank Limited
was acquired, allowed a run-off period (six months) within which the conventional porttolio of
the defunct KASE Bank Limited was required to be converted inte Shariah based products,
During this period, the group's management was required to quaranting the operations of the
defunct KASE Bank Limited from holding company's operations.

During the quarantine period, the Shariah Board of the halding company further allowesd the
management of the holding company to use the income relating to defunct KASE Bank
Limited's portfolio for paying the expenses of the guarantined entity without taking it to the
profit and loss account. Inthis regard, the mark-up receivable and mark-up payable as at May
T, 2015 pertaining to defunct KASE Bank Limited also form part of the quarantined entity. The
surplus has been netted off with the administrative expanses of the quarantined entity, as per
the approval of the Shariah Board The Shariah Board of the holding company has also given
approval for recogrising income In respect of recoverias (fo the extent of principal amount)
made against non-perfarming leans of quarantined antity in the books of Banklslami Pakistan
Limited as receiving this amount does not create any Shariah non-compliance. Accordingly,
the recoveries pertaining to non-performing leans of the quarantined entity have been
recognised in the consolidated profit and loss account. The results of the quarantined entity
are detailed below

215
Rupoees in "
Inflow S acorual of markup finterest income 56873
Cutflow [ accrual of markup / interest expense (264 778)
Less Loss on sale of secunties 67 474)
Add Share of profit from associates 22 480
Surplus adjusted against administrative expenses
as per the approval of the Shariah Board (for guarantined entity) o
Alloweable administrative expenses of the quarantined entity for the period
as per the Shariah Board's approval (208517
Surplus income of quarantined entity held for future admissible
expenseas shown in other liabilties TO5 5
|————————c=——]]

The total administrative expenses of the quarantined entity were higher than the above
surplus and hence the entire surplus has been adjusted S transferred to administrative
EXpenses.

Keeping in view the current circumstances, the Shariah Board of the holding company has
allowed to utilize the amount of income recoverad from conventional products subsequent to
quarantine period for paying of legal and marketin g/ advertisement expenses directly relating
to amalgamation of the defunct KASE Bank Undertakings with and intothe Bank, A= a result,
the income due / receaived from converted portfolio during the period from MNovember 8 2015
to December 31, 2015 amounting to RBs 78573 million has been keptin a separate account
under the head "Surplus incomes of quarantined entity held for future admissible expenses”
appearing in other liabilities. Any excass amount remaining in this account on condusion of
the period (to be decided by the Shariah Board) would betransterredto chanty account in that
relevant period
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Not 215 2014

BASIC AND DILLITED [LOSS) F EARNINGS PERSHARE smeem Rupeas in () -m---
(Loss) f profit after tacation for the yesar [B7,288) 313, ddi
------ Mumbar of shares —----
Yie ighted average number of ordinary shares inissue A0d 320534 A2 A2 2
Rupoas
Loss) f eamings per share - basic ! dilued 221 085 05774
L |

There were no conve tible ! dilutive pote ntial ordiran shares outstanding s at December 31, 2016 and December
2, 24,

Hota 2015 2014
CASH AND CASH EQUIVALENTS emeem Rupaos in ") w—--.
Cashand balance s with treasun banks ¥ G0As AR 5,351, ddd
Balances with other banks A 2018, 57 AdT, 850
15 2014
=== Numbar of smploygos -—
STAFF STRENGTH
Permare nit 2,370 1.817
Contractiuzl basis 7085 A7
Group's own staff ste nathat the end of the year AUTE T
Cutzourced =08 ATD
Total staff strength T TETT
& |

DEFINED BEMWEFIT PLAN
zanoml dascripton

The Group operates s parste gretuty funds for s emplovees of the holding company and the Bankslami
Modarabs Investments Limited. The fund enttles the members o lumpsum payment at the time of retirement,
& signation or death, Pe mianent staff are elgible for such be nefits after three vears of service,

The number of employees covered under the defined schemes are 2,228 (2014 1.817).The lstest actuanal
valuation of the holding company's arstuty scheme was carmed out a5 st December 21, 23158 and Banklslami
Modaraba Irmeestrments Limited as at Jure 30, 316 Poected unit credit method, using the following sianificant
assumptons, was used for the valustion of the defired benefit plan:

s 2014
Actuarnal assumpbon
Maluston Discount Rate TOUE TT. 257
-Salary Increase Rate 10.00%: 10.76%
-Expected Returnon Plan Assets 10.80% 11.26%

Azsumptions regarding futue morality ae set besed on actuarnal sdvice inaccordance with published statistics and
experience in Pakistan. The rafes assumed are based on the adiusted SLIC 2301 - 2208 mortalty tables with one

yvear a0e set back,

s a4
mm——— -Rupsos in V) =--mm-
Raconciliaton of camwvabla from definad banafit plan
Hresent value of detined benetit obligations 216,724 i =0 =]
Fair value of plan assets [2d2, 251 M7d, 344

Azszet recognised in the consolidated staterment of financial position T, d=y ) TT20da)




B4

55

is.56

Plan assats consist of the followang:

215 214
(FHOpeas oo = 9% (Hopeesinoom - &%
Helding:
TOR= B (.00 TEATY 44%
Arnount in Bank i Y ] Y B 2L BEH 1
liarah Sukuk - (.00 TTA0 4%
Subsidiary:
LBt irestr e it T35 LLELM, euie] LM
Cashand cash equivalkents 61 0.05% 61 0%
Crhers 458 (.02 28 [
A ARe R T T O,
Thse movemant in tha definad banefit obligation ovar the year s as follows:
2015
Prasant value  Fairvalue of Total
of obligation plan assats
At Januany 1 162,290 (174 ,242) (12043)
Curment service cost 47,442 - 47,443
Fetum expernse £ (inconme) 17,2686 14 481) 2754
LA Y TS ELS) 20,15
Fermess e ments:
-Return on plenassets, excloding amounts insuded ininbe st
expenss f (income) - - -
-[z33in) £ ees from chanoe in demogm phic assumptions - - -
-[33in ) boss from change in firenckl assumpions - - -
-Expenance (gains)f beses T.080 024 T3
- [k TUTE
oA T 1157 L0y 46,187
Contrbation - [72,654) [F2es)
B refit payme nts [18,262) 18,263 -
At December 21 215,744 24 ) 126 45T |
2014
Prasant value  Fairvalue of Total
of obligation plan assats
— -(HUpeas i —
At Januany 1 124,600 1151,477) [25.778)
Curment service cost 28,439 - 28,420
Fetum expernse £ (inconme) 12950 [19,.588) 15427
T ] S
Remeasumrmants:
-Return on plenassets, excloding amounts insuded ininbe st
expenss f (income) - - -
-[33in) f s from chande in demogr phic assumptions - - -
-[33in) f o= from change in firencal assumpbons - - -
-Experance (gains)f beses 19,852 & 822 24675
14, 4 820 24575
ToR om0 TTER E 1] LR )
Contrbation - (42,952 42852
B refit payme nts 134 651) 3 651 -
At December 21 Ta2 Ay 1174242 [EEDER)
Chame for the Dafinad Banafit Plan
Cument senice cost i S T 5, o
Met firancial change s 2784 6,427)
Actuarsl igan) Floss mooghised - -
[ 22,012

The planassets and defined berefit obligstions are based in Pakistan.
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354
3510

351

sz

3513

3514

| he zenztnedy of the detined be netit obligaton o changes in the weighted principal assumptions &,

Impact an defined benef it
obligation - Increass | (Decmaso)
Chanoe in TIE: 0 a1 Ti0c i asa i

assumption assumption assumption
——[RUpBaS N 000 ——

Cizzount rate 105 M92,133) 2425382
Sakary gmawth R 1.0 241,724 (a3 211
increass by 1 Decrease by 1

yearin vearin

assumption assumption
L expectancy F withdravwal rate 215,655 215,570

The above senztivity analyzes are based on & change in an azsumption whik hoding all other azsumptions
conztant. Wihen calculating the sensitiity of the defined benefit obligation o =anifica nt actua nal azzumptions the
zame method (present value of the defined benefit obligation calou lated with the progcted unit credit method at the
end of the reporing penod) haz been appled as when calculating the gratumy lisbility recoogneed within the
Conaolidated Statement of Financis | Position

The weighted ave moe duration of the defined benefit obligation iz 1 2 yearz (for hoding company).
Expected maturity anabyziz of undizcounted defined be nefit abligation for the gratuity scheme & as follows:

Less than a Eetwean 1-2 Eetwean -5

At December 21, 2015 vear Ve ars Ve ars ovar 5 years Total
Tl poas o

Gratuity 156 AR ZR8 38T 1,484, 195 191,800 555 193,820 20T

ST EEeee—— T T S (P S TR
Hes rical infoma ation 2015 2014 2013 202 2011

(RUpeas in 000}

Az gt Decernber 31
Presznt value of defined benetit obligation 215 75 Bz 200 124 BEs 57,240 53,584
Fairvalue of plan asset (242 231 {174,342 {151,477, {07,104 (82 425
Ceticit § Umplus) [EAGE)] ED R R
Experence adjustmentzon pan @bites TRl 159852 &,330 (1,963 (11,880

Funding kevelz are montoed on an annual besie and are bazed on actuanal recommendations, Expected Gratuihy
Expensze of the holding company for the next year works out to Rz 95,189 millon az per the actuanal valuoation
report of the holding company as of December3, 318

Through itz defined beneft gmtuity plan, the Fund & exposed toa number of rizlz, the most sionificant of whichae
detailed below:

Through itz defined beneft gmtuity plan, the Fund = expossed toa numberof rielz; the miost sionificant of whichae
detailed below:

The rizk arees when the actual performance of the imestments 12 lower than

Investment Rishs expectation and thuz creatinga shodfall in the funding obectves.

The rizk arees when the actual lfetine of retiees & bnoer than expectation |

Longavity Risks Thiz rizk iz measured at the plan level over the entire retiree popu ation

I'he st common type of retirernent benetit & one where the Benetiz linked
Salary Increase Rsk with final =alkary. The nzk arzes when the actual increazes are higher than
ex pectation and impacts the lia bilty accomd inghy.

Ihe nek of actual withdrawals vaming with the aciuanal assumphions can
Yrthd rawal Risk impoee a rek o the benetit obligation. The movement of the labilty can oo
either way.

3515 The dieclosure made innotes 261 102614 are bazed on the infomation included in the actuaral valuation report of
the holding company az of December 31, 2016,




i5 DEFINED CONTRIBUT IOH PLAN (PROVIDENT FUND)

The holding company operates a contributony provident fund for all permanent employees. The emplover and
employes both contribute 10% of basic sakny 1o the furd every month. Equal monthly contributions by employer and
emplyees during the yearamountad fo Rz, 87 806 millon (2014: Rz, 43,083 milliom each:

37 COMPENHSATION OF DIRECTORS AND EXECUTIVES OF THE HOLDING COMPANY

[ Frez et Llel CXeCUIveE | D et [= S AT
0 T | I iF! TnE 1 Ang FIE R | i
Rup&es 0 L0 -
Fees - - 1550 1550 - -
Managenal mmunemtion 25 55 21591 - - 247 840 184 280
Bonus - - - - - -
L hange tor defined benett plan - 4T - - 2 544 14 144
Salary in lieu of poyvident fund 2555 2188 - - - -
Contribution to defined confribution plan - - - - 21967 165 TES
Rent and house mainkrance 705 L 2] - - 111,821 L2 ox
IHilities 2555 2168 - - 24,785 18424
Medical 2555 2168 - - 24,785 18429
Others - - - - 50,505 51,112
gl Ll AT TEED TEE0 AR TR

Murnber of pereons 1 1 7 5 262 213

3.1 The holding company's President! Chief Executve iz ako provided with car allowance of Rz, §.41%9 million (2214; R
8,419 milliom az perthe policy of the Bank

37.2  |Inaddition fo above, the Executves have also been given carallowance amounting to Rz, 835993 million (2014; Rs,
52355 million) during the current vear,

37.3  The remureration and other berefitz peid o the Chief Executive Officer of the Banklzlami Modaraba |rrestments
Limited ard KAZE Securites Limited amounted fo Rz 8182 milion (2014 3708 millon) and Rz 7.073 million

ezpectiely,
ih FAIR VALUE OF FINANC AL INSTRUMEHNTS

Fair value iz the amount for which an azzetcould be exchanoed, or a liability zettled, between knowlkedosable willing
parties inanam's kngth trareacton.

The fair value of quoted investments & based onquoted market prices. Unquoted equity securities are valued at cost
lezz impairme it loeses. The provizion for impairment inthe value of investments has been dete mined inaccordance
with the accounting policy az stated in note 8.2.5 fo these consoldated fire noil statements.

The fair valuez of islamic firmncing and related azzets cannot be dete mined with mazorabke accuracy due to
abzence of current and actwe market. The pmovizionz againet financing and = lated assets have been calculated in
accom™ance with the accounting policy as stated in note 8.2 to these corenlidated fine noil state mentz. The B pricing,
mraturity profile and effective rates are stated in note 42 to these consolidated firencial stateme nts.

Fair values of all other firancial azsetz ard liabilites cannot be calculated with sufficient accumcy az active market
doss not exist for these instruments. In the opinion of the maregement, far value of these azsetz and liabilties are
rot significanthy different friom their camying values since assetz and labilties are ether short term in nature ard in
case of fimancing and deposits these are frequently e priced.

38.1 Off-balance sheot financial instruments 2018 2014
I Eockvalie |[ Farvalue |[ Bockvalie | [ Far valis |

HOpeas i oo ———

Forward purchase of foreigncure ncies 8001, 788 4871841 1,7R2 TR 1,783 2T2
PR T STy | A e o | PR SO RO R R e e

Forward sale of foreigncurrencies AP e T R e T e 4% S P W= L L
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38.2 The table be low analvse s financial and non-financial assets carned at fair value, by valuaton method. The diferent
levels have been defined 32 follows:

Guoted prices (unadiusted) in active manets for identcal assets or labilite s Level 1),

Inputs othe rthan guoted prices included within Evel 1 that are observable for the asset or lishility, ether directly
(that is, @s price ) or indirectly (that is, derved from price 5) (Lewel 2.

Inputs for the assets or liabilite s that are not based on observable manket data (.. unobservable inputs e.g
e stimated future cash flows) (Level 3.

215
Lawval 1 Laval £ Laval & lotal
[Rupooas in "00)

RECURRING FAIR VALUE MEASLIREMENTS

FinancialAzsnts
Availabla for zals socuntios
Crdinany share s- listed 205, AT - = s SR
GOP Sukuks - HEAT B - CRCA =N
WIrAP Db Sukuks £ 20E01e - a0, 0a
IIntts of open ended mutual funds 55 e - 55
KON - REC LIRRING FAIR VALLIE MEASUREMENTS
Unlistad Companias . - 1,007,242 1,000 24
Hon-parforming loans 3 z 1,048 058 1,048 0G5S

Non-FinancialAszat
Dperating foed asssts Z 38a7.418 - 3,857,415
Ciore De posits Intangible - - L U

Commirmants in ezpactof forward excha noge contracts
Forward purchase of fore on exchange contracts = 4 971 Ad1 = 4 571 Ad1
Forward sale of fore ign exchanoe contracts - LR R ) - o B Aad

The mornerecurring fair value measurements repre sent assets acquired as part of business combination during
the current vear and are carried at fair value.

The Group's policy isto recognise transte rs info and out of the diferent fair value hierachy levels at the date the
evert or change incincumstance s that caused the transfer oocourred.

There wer notransfers between kevels 1and 2 during the vear,

(a) Financial instrumeants in laval 1

Firmncial instrurme nts incloded in leve |1 comprse of inve strme rts in listed ordinary share 5.
(b} Financial instruments in loval 2

Firancial instruments included in kvel 2 comprize of GoP iarah sukoks, WAPDA sukuks classified as available
for sake, forard foreign exchanoe contacts and ope mting fied assets Jand and buiding).

(2} Financial instruments in leval 3

Firancial instruments included in kevel 2 comprise of irvestment in subsdiznes, imestment in associate s,
imestment in unlisted company, valustion of non-pe forming loans and coe de post intanaible s acguired as part
of buszine 23 combination,
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Valuation approach and input usad

THE TaiT walle OF BoF @@ o U0 &g P L, o0 Rdks quoted are genved U=ing Pre R mes. The Prdo i
rates am announced by Fild (Firancial Maket Az=ociation) thmugh Reuters. The mtes announced ae simp ks
average of quotes receved from & difement predefined £ appmved deslers ! brokers.

The valuation has been determined by interpolating the mid rates announced by Stete Bankof Pakistan,

note G4, The valuers ane |Etel:| on the parel of the P‘akﬁhan E\anlfs ﬂ@s::umatnn The valuation is has:ed fuly
their asseszment of market value of the properties,

Valuation tach

niquas usad in determination of fair values within lavel 3

NI arafrses Dgve Deen Used DEsedon he ITEI'KEEEIIE T l:lLIE E; BALNDUES [ oM OveT T Thes e

Sianificant Unebsarvable Input Usad: Discount for ek of matketability (DLOM) and discount for ok of

Relationship of unobsarvable inputs to fair value: & slight inceass £ decrease in DLOW S DLOC woulkd

[Testment m
Unli=ed company and accomingby anappmprate discount fes been applied,
O rnpany
contml (DLCC ) Fave been wsed consideing qualitative Botors.
rezultina decmase fincrase in &irvalee by an insignificant amoont.
O O posis
Jirtangib ke

FFTon-pe= rarmming
=1y

THE T2l valle of this enimanke Mangioe Sses] Tes Deen Oete mined g N e pproEch, 10 @ ppiying
income appmach, the Bank used Multipke-penod Excess Eamings Method o detemine the walue of thig
intangible as=et. Under this method the walue of 2 specific intangible asset & estimeaied fom the msidual
carnings afier fair etums on all other azsetE employved (including otherinengible azsets) have beaen deducked
fmom the a=met's aftertax op2eting earnings.

Significant Unebsarvable Input Used. Dicount factr used for the valuafion purposs iz 19%,

Relatienship of unobservable inputs to fair value: An incrase / decrease in dizcount @R would esul in 3
decreass incmase in fair value by an insignificantamount

nomer elerrmine Irvalle o po 10, dECoun [E=E WA ppmacn Nas Dean Used.

Significant Unebservable Input Used: The expected future cash flows are discourted at cost of equity of
18% =tep up by 1% matructuning change [Discount factor),

Relatienship of unebservable inputs to fair value: & incease fdecreasse in discount Bebrwould esultin g
decmas [ incease in fairvalue by an inzignficant amount,

SEGMENT DETAILS WITH RESPECGT TG BUSINESS ACTIVITIES

The sagmant analysis with raspact to business activities 1= as follows:

Trading & Ratail Commearcial Support Total
Sales Banking Banking Centra
Rupess in ‘000

2045

Tatal income 247 287 2,614 313 2:906,087 200,265 0557 052
Total expenees 462 156 4417 poy 2767857 2 050,602 701,582
Met incarme / (o=s) 1565,131 503, 584) 444,250 (1,660,427 (162,630)
Segment asset gmas) o720 06a 41278072 7,762,167 1190404 101 D00, 526
Segment non - peroming assets 7271484 1723915 10,228,704 36,460 19,370,571
Segment provision rquird 7200 107 1712202 8,192,075 26,296 17 293 700
Segment labilites 206208 L00MIS TTA2205 2E05187 162064 802
Segment tumon assets (ROA) (%) 2 -1 A 0GR € 2

Segment cast of funds (%) 5, 14% 4 35% 4.01% z ¢




Trading & Retaii Commarcial Support Tetal
Sales Eanking Banking Cantre
Rupees in '000

A4

Tatal incame 707 500 4 540,205 3017 525 06,064 451,406
Total expenses 218,078 4,183,160 2,296 528 1,362,042 7,081,608
Met incarme / {loss) STEEM 257,096 791 407 (1,256 060 460,878
fagmentassets (groes) 59,970 206 7TE2 N2 20,000,703 142250 02 E07.450
Sagment non- parnming assets 202 052 405 500 610,821 - 1 470,300
Segment pmvision required 60,064 233,608 402 571 = 705,523
Segment labilties 4686 0208120  34.842000 053,374 85,119,108
fagment rtum on assets (ROA) 13) 1.08% 4 @09 108% A -
Sagrment costof funds (96 £.10%, £ 23% 6329 5 -

RELATED PARTY TRANSACTIONS

Parties ame consdered to be related if one pary has the abilty o control the other pary or exe s sonficant
influence aver the other party in rmaking financial or ope mhoral decisions and include assocmted companies with or
without common diectors, principal shareholders, retirement berefit funds, directors and their close family
mermbers, and key management personnel.

The mrelated parties of the Group compriss related goup companies, principal shamebolders, key marsgeme it
praonrel companies where directors of the Group also bold directorship, directors and their close family me mbers
and =taff etie ment funds.

A number of banking trensactons are entered into with related pamtes inthe noral course of business. These
inzluge fimancing and de posits transactons: These transactions are executed substantially on the same ferms
including profit mtes and collateral, as those prevailing &t the time for comparable transactions with une leted
parte s and do not involve more than a normal risk.

Contributions 1o staff mtirement berefit plan ae made in sccondance with the terms of the contribution plan
Re muneration o the executive s are determined in accordance with the terms of their appointime nt,

Transactions with elated parties other than remuremton and benefits o key maracement peraonnel including
Chief BEwecutve Officer under the te rms of the employment a: disclosed in note 37 are a3 follows:

A5 2014
Assooiates 000 e Rupaas T -ememea
Iz lamic: Financing and related assets
At beginning of the year =R 1.8
Aecrued during the vear S0 000 12,001
RepaEyments 2, Tal 14,8213
At ernd of the year = AN o
Prapaymants
A beainning of the year T 733 Y
Additions durirg the year EER IS 27,450
Expied during the year (22 47 2 05
At ernd of the year TH 253 j Bt
Do posits
A beginning of the year o, Ba] " ATLE5
Deposits during the vear 531,428 1,785,124
Withdrawsals during the year 278 ea5)] | (1,807, 715)
Balance transfe red during the pe nod (661,377 -
At end of the vear B, T [ )

" Baknces perlining © paties thet wer not relied at the beginning of the vear but confinued © be relled during any part of the
curent year am reflecied az partof the opening bakance of the cument year,




Transactens, income and exponses
Pmft earned on financing
Returnon deposts expe reed
Administratve expe ree
Payable on deposits
Rece wable on financing
Divide nd inconme

Koy management persennel

klamic financing and related ass ets
At beainning of the year
Dizburse mentz
Repaid dunng the vear
Atendof the year

Doposits
At beginning of the year
(e pozits
Withdraws ke during the wear
Atend of the year

Transa:tiens, income and expenses
Pmfit earned on financing
Returnon deposits expe reed
Remuneration
Payable on deposits

Othor rolated parties

Doposits
At beginning of the year
(e pozits during the vear
Withdraws ke during the vear
Balance tranafe med during the pe riod
Atend of the year

Transa:tiens, income and expenses
Recs wvable from FASE Modarba Limited
Returnon deposits expe reed

Divide nd income
Other income

Employ oo henefit plans
Contnbution toe mployvees gratuity fund
Zhame for defined bereft plan

Contnbution toe mployvees provident fund

2200 0
125877 28,027
24,823 55,775
- 1,524
1528 -
16,524 -
111,254 57 Al
02240 55,5508
{55, 453) {45, 245)
TIE, 110 o7, 110
L]
15,2204" 2R
249,153 116,858
55,078 (130,857)

T q TIoD

2528 2541
197 427
51,979 458014
- oe3

>

Pl T =
a5, 125 <
714, d54) <
551,277

SR E

17,680 -
4,553 -
1,14& -

185 -

72E54 42052
50,227 2302

57,805 43,091
=

" Baknces pertaining © paties thetwere not elated at the beginning of the vesr bot continued © be relied dunng any pat of the

cument year ame reflected a2 patof the opening bakance of the cument vear
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CAPITAL MANAGEMENT

Capital Management aims to safeguard the Group's ability to continue as a going
concern so that it could continue to provide adequate returns to the shareholders by
pricing products and services commensuratehy with the level of risk. For this the Group
ensures strong capital position and efficient use of capital as determined by the
underhying business strategy i.e maximizing growth on continuing basis. The Group
maintaing a strong capital base so as to maintain investor, creditor and market
confidence andto sustain future development of the business. The impact of the level of
capital on shareholders return is also recognised and the Group recognises the needto
maintain a balance between the higher returns that might be possible with greater
gearing and the advartages and security afforded by a sound capital position.

This process is managed by the Asset Liability Committes (ALGO) of the halding
compary The objective of ALCO is to derive the most appropriate strategy in terms of the
mix of assets and liabilities given its expectations of the future and the potential
consequences of interest rate movement, liquidity constraints and capital adequacy and
its implication on risk management policies

The Group prepares Annual Budget and Projections outlining its future growth and
direction Keeping in consideration the economic and political factors in the country and
region. Adequacy of capital to support the expected growth in balance sheet is also
ascertained.

Stress testing of the holding company is regularly pertormed to ensure that the holding
company remains well capitalised and able to sustain any shocks under any of the
specified risk factors.

The State Bank of Pakistan (3BP) introduced guidelines with respect to disclosure of
capital adequacy related information in the financial statements of banks vide its
communication dated February 4, 2014, These guidelines are based onthe requirements
of Bazel [l which were infroduced by the SBP in Adgust 2013 for implemeantation by the
banks in Pakistan The SBF has specified a transitional period till 2018 for
implemeantation of Basel [II. The SBF vide its BFRD Circular Mo, 11 of 2014 dated
Movember &, 2014 has specified the disclosure reqguirements with respect to capital
adequacy related information. The disclosures below have been prepared on the basis of
the SBP's circular.

Goals of managing capltal
The goals of managing capital of the Group are as follows:

To be an appropriately capitalised institution, considering the requirements set by
the regulators of the banking markets where the Group operates;

Maintain strong ratings and to protect the Group against unexpected events; and

- Awvallability of adequate capital at a reasonable cost 50 as to enable the Group to
operate adequately and provide reasonable value addition for the shareholders and
other stakeholders




412  Capltal Structure

Under Basel ||l framework, Group's requlatory capital has been analysed into two tiers as
follows:

Tier 1 capital {going concern capital) which is sub divided into

a) Common Equity Tier 1 (CET1), which includes fully paid up capital, reserve for
bonus issue, general reserves and un-appropriated profits (net of losses), ete. after
deductions for investments in the equity of subsidiary companies engaged in
banking and financial activities (to the extent of 50% after incorporating transitional
provisions), reciprocal crossholdings and deficit on revaluation of available tor sale
irvestments and deduction for book value of intangibles. The State Bank of Pakistan
vide jts letter no BFRO(RE&FP-02Y625-112/2016/1 3918 dated June 2, 2016 has
given relaxation to the Group for non-deduction of goodwill from CET 1 capital as at
December 31, 2015 for the purpose of caleulating the Capital Adequacy Ratio
(CAR) of the Bank Accordingly the amount of goodwill has not been deducted from
CET 1 capital

by Additional Tier 1 capital (AT, which includes instruments issued by the Bank which
meet the specified criteria after regulatory deduction for Investments in the equity of
subsidiary companies engaged in banking and financial activities and other
specified deductions.

Presently the Group does not have any AT1 capital

Tier || capital, which includes general provisions for loan losses (Upto a maximurm of
1.26% of credit risk weighted assets), reserves on revaluation of tixed assets and
equity investments after deduction of deficit on available for sale investments (Upto
a maximum of 67%)

Guoup's operations are categotised in either the trading book or the banking book and
risk weighted assets are determined according to the specified requirements that seek to
reflect the varying levels of risk attached to assets and off balance sheet exposures.

413  Caphal adequacy ratlo

The capital to risk weighted assets ratio, calculated in accordance with the SBP
guidelines on capital adequacy, under Basel [l and Pre-Basel Il treatment using
Standardised Approach for Credit and Market Risk and Basic Indicator Approach for
Operational Risk is presented below:
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2015 2014
Farlic ulars | TGt 1
—— RUpeas in Jig ——
Lommen Equity ler 1capiial (GE11): Instruments and resenes
Fully paicd-up captal! captal deposted with the SHH U7 729 £ TEY T4
Balance in sham prmium account - -
R e far iEsue of bonus shams - -
LiEcaunt on Esue of Sha ms (74 L) [T L4
Genemlf SEtutony Resenes 524,178 23,176
Gainz/ (beses) on demvatives held a5 Cash Flow Hedge = =
(Accumulsted bss) ¢ unapproprated pofit [57,2058) 20,245
Mlinority Intemsts arising from CET1 capital instrurents izzued © thid pahy by conzolidated
bank subEdEnes [Emauntalowed nsk 11 captal of he conso igaton group) HT,144 =
GET 1 befors Regulatory Adjustments LT Spn =L TR BT

Tetal requiatery adjustments applied to CET1 (N ote 41.3.1)
Commeon Equity Tier 1

Additional Dar 1 (&1 1) Gapral
Cualiting Addiional Tier-1 capital instrurments plusany leled shae premiom
af which:
- chEssted asequiy
- Cchssmed as abites
Additioreal Tier-1 capital instruments Esued by consolidated subsidiaries and held by third parties
- ofwhich: instrurent Ezued by subsidianes subject © phase ot
Al batore requiatory adjusiments
lotal of Hequlatory Adjustment apphed to Al capial (Mota 41,352
Additienal Ter 1 capital after reg ulatory adjustmaents
Tier 1 Capital (CETA + admissible AT1)

Tiar 2 Capital
Qualifying Tier 2 capital instrurnents under Basa| | plus any relted share premion®
Capital instruments subjlect to phase out amange ment issued
ler 2 capial nstrments Esued 0 third partes by consolidaid subsid Eres
- of which: Instniments 1ssued by subsdanes subgect 1o phase out
Geneml Provisions or genemal ress wves for loan besses-up o maximum
of 1:25% of Credit Risk Weighted fAssets
Hevaluation Hesemes [netof tes)
ot which
- Revaluation msereson fied asseE
- Unrealzed gainsdloszes on AFS
Foreign Exchange Iranskaton Hessnes
Lnd EoinsedfOthe r Hess nias (&)
T2 before regulatery adjustmaents
Total requiatory adjustrent applied to T2 capital (Mote 41.2.3)
lier 2 capral [ 12) after RoulDry adjusmment
lier 2 capral moognEed for ca prtal sdequacy
Portion of Additioral Tier 1 capital recognized in Tier 2 capikl
Total Tier 2 capital admissible Droapital adequacy
I AL GAFHAL (11 + admssible 1)

Tetal Risk Waighted Assets (RWA) {for details refer Hota 41.5}

* fe perthe SEPs appmoval vide ktter no BPR D{R&P)-02 625 1124201601 2918 dated June 2, 2016

Capital Raties and buffers (in percentage of risk weightad assats)
CET1 D otal Ris,
Tier1 capital to total R
Total capital © otal Fis
Bank zpecific buffer mquirerment (rminmum GET1 requirement plus capital
conseration bufier plus any other buffer rquierment) of which
- apisl consznation buffer equirment
- ountercyclical buffer mouie et
- [-ZIB or G-21B bufeer equirement
CET1 available to mest buffers (3= 3 pementage of fizkweighted asssk)

National minimum capital requirements prescribed by SEP
CET1 minimurm mtio

Tier 1 minirmum mtio

Total capital minirmun ratio

CCE (Consisting of CET 1.onby)

Total Capitl plus CCE

240 255 111,725

1780 :

I .."-\'.‘lU :
S20r T4 610478
2 lBa Al -

RN -
145 593 6644
570,200 412,004
i15.150] 4 555)

JaC Ao e EEIRREL
TonT, |-':F 44!.!.5-.55
AHEE 1Y ELRREL ]

250106

440,002

87,127 545
E—

0 57,
057,
12.84%

2B

& 0
T A0
100.00%

10.25%

20,535,834
E——

15.82%,
15.82%
16.95%

i

1022

£ 1%
T0%
10.00%




41.3.1

41.3.2

2015

20

14

Fariculars

FPre-Easal |
treatment”

Amount

Pre-Easal ||
treatment”

Comnon Equity er 1capital: Hequlatory adjustments

Goodawill fnet of miated defemed tax lability)

Al ather intanoibes [netatany assockted oetered 8 lEoiiy)

Shartfall of poyvisions against clessified szt

Defered Bx azsets that mly on future pofitability excluding thoss
arizing from terporny differees (et of rekted tax labilty)

Lietined-benefit pension und netassets

Recipmeal cmes holdings in CET1 capital instrume s

Cash flow hedoge mas e

Imwestrment in own shars ! CETT ingdruments

SecUMEAT0n Q3In on Sak

Capitl shortfall of reguiaed subsidianes

Deficit on account of mvaluation fom bank's holdings of poperty £ AFS

Imestrents in the capital instrurments of Banking, firenciland insurance
entities that am outside the scope of moulatory coreolidation, wher the
bz nk does not own more than 10% of the issued share capital (armount
above 10% threshold)

Significant investrments in the common stocks of Banking, firencial and
NS e enthes hat ane outste e scope of reguieDry consoldaton
farmount above 0% threshold)

Defemed Tax Assstzanzing fmom termporany diffeences [amount
above 108 threshold, net of eleted b liability)

Amountexcesding 15% Neshold of which:

- =ignificant investrments inthe common stocks of financial entities
- defered tavx azset anzing fom Empomry difersnces

Mational specific equikabny adjustments applied © CET1 capital

Imestrentin | HLs of other banks exceeding the prescnbed |imit

Ay other deduction specified by SEP

Requkitny adjustment applied © CET 1 due to insufficient AT1 and
Tier 2 to cover deductions

lotal egulatory adjustments appled to GEI1

Additional Tiar 1 Capital: moulatory adjustments

Imestrient in mutual funds exceeding the preschbed limit (SEP specific-
adjustroent)

Imvestrient inown AT capitl instrume s

Recipmoal cmes holdings in Additonal Tier 1 capill instruments

Imvestrients in the capital instrurents of Eanking, firenckland insurance

entities thatam outside the scope of egulatory consolidation, wher
the bankdozs motown mor than 109 of the Esved shar capital
famount abowve 0% threshold)

Sianificant investrments in the capital instrments issued by banking,
firarcdaland insurance entiies thatam outzide the scope of
requistory consnlidation

Portion of dedustion applied 8050 to com capital and sup pleme ntany
capital bazed on pe-Basa| || treatmentwhich, dunng trnzitional
penod, rrmainsubject o dedoction from tie =1 capital

Requikbry adjustments applied © Additional Tier 1 due to insufficient
Tier 2 to cover deductions

Tetal of Requlatery Adjustment applied to AT1 capital

-

— —— Hupess

in o -———

T3 TUE
Trarr

203,648
TULELE

1244618

T2
17T 7T

29,119
2.A1d

RN

O |
AU U7

52,803

210,012

Taar e

(N P

U T

This column highlights: fernsthat are still subject 10 Pre Basel 1] treatment durng the tensitional period




25

2014

Particulars

Amount

Pra-Easal 1]
treatment®

Amount

Pra-Easal 1|
treatment®

41.3.3
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Tiar 2 Capital: requlatory adjustments

Portion of deduction applied 8080 © cor capital and supplementny

capital bazed on pre-Bassl [ treatment which, during fransitional

pefcd, emain sublect o deduction fom tie -2 capital
Recipmeal cmes holdings in Tier2 instruments

Inwestrient inowen Tier 2 capital instrument
Inwestrients inthe capital instrurments of Banking, financiland icumEnoe

entities thatam oukide the scope of mouilstony consolidation, whem
the bank does not own mone than 10% of the Eswed shar capital
farnountabove 10% theshold)

Significantinvestrents in the capial instruments Esued by banking,
financil and insurance entities thatam oukide the scope of

rgukory consalidation
Amount of Requlatory Adjustment applied to T2 capital

*  Thiecalumn highlights e me that are still subject to Pre Basal I teatment during the tensitionsl pniod

RiskWaighted Assats subjact to pre-Basael lll treatment

p— . [T T

HEk weg hted Fesets (0 mapect ot ded uction terms (Which during the tanstonal

perod will b rfzk weighled subjectio Pre-Baze| 1l Tratment)
of which: dekmed taxasssts
ot wihich: Detined-beneti p2reon fund net assets

ot which: Hecognmed parton of imvestment in capial of banking, tinancsl and
inzurmnee entities wher holding ks kss than 109 of the Esued common

sham capitalof the entity

of Which: Hecognmed poron of imestrment in captal ot banking, tinanceal and
IresU R G e ntites v he e nolding = rmore than 0% of the msued common

sham capitalof the e nfity

Amounts belowthe thresnolds tor deduction (betore risk waignting)
Mon-zgnifcant Inestrments in the capral of other tinancal enttes
Significant investrments inthe cormon stock of financil etities

Defemed tax azsat anzing fmm Emporny diffe ences (net of meted tz liability)

ApplEabie caps on the inclusien of provIsions in | er 2

Provizions eligiblke Drinclusion in Tier 2 in eepect of exposums subect
o standamzed appmach (priortoapplication of cap)

Lap oninclusion of poviEsons in | under standamized appoach

Prowizions eligibk ©rinclusion in Tier2 in eepect of exposums subpct
o intemal ratings-based apprach (pror o application of cap)

Cap frinclusion of pmowisions in Tier 2 under interral mtings-based appmach

2015

1,205 471
NEFEINE]

1866141

1325 593
YLEL 16T

2014

——Rupeasin 000 ——

210012

T, B4
44 5UT




41.35 Loverane mto
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According o Basel ll instructions 1ssued by State Bank of Palostan (BPRD circular # 08 dated August 15, 20120, 13
mandatony for all the banks to cakulste and report the Leverage Ratio on & quarerly basis with the minimum be nehmark
of 2%

The mason for calculating Everage mtio is o avod excessive On- and Off-balance sheet Evemoe in the banking system.
& simplke, transpamrent and monerisk basd Ratio bas been introduced with the following obective s

- Constrain the buildup of Everage in the banking sector which can damage the broader financial system and the
econonmy; and

- Reinfome the nskbased mouirements with an easy to understand and @ norerisk based measure .,

Farticulars 2015 2014
————— Rupees in 000
00 balance sheat 8xposUres
T Uit Ence Shest be s [Eciuding unnss s Gain on ionsand contrects) 1T 12T U M L
2 o T echE nge COnInmne nts With postne tair valless AL 240 16,TLH
Totlon balnce sheetexposums 172365154 104,545 308
Off balance sheot exposunes
3 Offbaknce sheet tems 21,642,608 £,105,448
4 Lormriiment in espect of tonvand eccha nge contracs: 51,6 AUTE
Totl Off bakbnce sheetexposures 21604 660 8,137,623
Capital and tetal expesures
5 Tier 1 capital (Note 41.3) BT T4 6. 110,473
t  |otdl eXposums L, AT T 10, Lt
Basallll Bvarage ratio 4 28 bR

The current year's kversge ratio s 4.28% (014 5 68%) whereas total tier 1 capital and total exposures ae s
8,207 7dd million 2014: Rs. 6, 110472 milion) and Rs. 194,047 758 million (22714: R, 110085921 million) respective by,

Capital Structurs Raconciliation
Hacomzihaton of az:h hinancial statemaent ina fam 0 e undar regulatory scopse of e perting - Stop 1
Balanze shaat Undar
partisnlas as ir.| publ.ishad miqulabony
finanzial scops of
stabe mants mparting
--------------- [T ER T 1) s
Assats
Cazhand balances with treazun bEnks Y LLEE Hid W LL2E HuY
Balances with other banks 2016 267 2016 267
e fmom firencial insttutions 28 855 525 25855 525
Investrments 25,801,088 25.801,088
=k mic: i ncng and meiEted aessts B LT B4 AT
Crperating fived assets 5,659 5oY 5,559 589
Defered By assets 5,947,154 5547, 160
Otherazets 5,006 352 5,006 252
| otal assots B e T T
Liabilities and Equity
Bills payable TadaH3s Tad s 2
L to tinancil nethuto re H34T. T 24T, T
Depozits and other accourts 182 661,140 162,661,140
Sub-ominated ans - -
Liahilifies against assets subpct to firance kases - -
Letermd & B0l - -
Other liabilities 5,601 954 £,681959
Total liabilities FLRATEE R 1o, Ued a0
shamcapal |u.uxu.|z|| [LRREFR= M by
Discount on izsue of shaes (T804 [Fa.042)
Rezeres 522,178 523178
[Accumulated kbss) ¢ unappoprigted profit (57, 235) [57,295)
Hno y Interest THH, HER 184, HER
Surplus on revaluation of imvestments - net of & L2842 L2842

Total liabilities and equity TF4, BAl IGT 174,54l T




414.2

Raconciliation of halanca sheat o aligible egulatory capital - Stap 2

Balanos shaat Under
Pz e a5 in publ_ishad mgulatary
finanzial scippe of
stabamants raporling
---------------- (RUpEes 1 T} ----—eeeeeees
Assats
Cazh and aknceswith treasury banks 0035 800 0,035,800
Bakances with other banks 2018, 357 2016267
[ from financial institutions 28 855 525 28 BeR 525
Investre nits 35,801 058 35,801,058
of which!
- nor-significant capla! inwestments in capita of obhar §nancial
inshitelions excaading 0% throshold a - .
- sgnficant capda inwestments in inancial sachr antitios
axooading regdatons thrashold b - -
- mutual Finds excoading regdatorythreshold [+ - -
= reciprocal crossholding of capital insdrument d - -

- athars 3 - -
Igfarmnic-financing and mlated assets G428 078 Ead2e0re
- shortfal in provisions £ excess oftolal EL amownt ower eligible provisions under IRE f - -
= genemal provsions mflectad in Tiar 2 capital u] 125 504 145 534
Operating fized st 5,560,600 5 550 600
Z of which: imtangibles k 1773 177 7T

Defemed tax assets
of which. £,947 154 5947 169
- OTAs that iy on future profitsbithy axcluding thosa arsing fom h 2009,119 2,009,119
tamporan: dfamncas
- OTas arising Fom lemporan: differencas exceeding madahoryythroshold i 2830080 2820 080
Cither assats 5 005,352 5,005,352
of which.
- goodu! i 13,107 123,107
- definad-honafit pansion fund not assads | XA12 X A8
Total assets 174, 540,057 174,540,057
Liabilites and Equity
Eillz: payabke 152389233 1523933
Due © firarcil institutions 2197 70 2197770
Deposit and otheraccounts 162 661,140 182 661,140
Sub-ordinated kans of which:
- afigible Brindusionin ATT m - -
= aligible Brindusonin Tier 2 n - -
Liabilities against a=sats subkct to finance kass - -
Defemed t2 abilties of which: - -
- OTL s redaled fo goodwil! u] - -
i OTL s redated fo intangibla azacds p - -
= OTL s redated fo dafined pansion fund nat assals q . s
= othar defarad fax fakiltias r - =
Other liabilities 5,681,959 £,681.953
Total liabilities 163,064,802 163,064,802
Shara capital 10,079,121 10079,121
- of which: amowrt aligible for CETT = 10078,121 100078, 121
- of which: amouwrd afigible far AT t - -
Reserves ofwhich: 522,176 522,176
- portion efgibe Brinclusion in CETT - Saktonr reeore
£23,178 523,176
- portion efigible Bringlusion in CETT - Gain on Bargain Puchass 4
- portion afgibe Brinclusionin CETT - Cenemal mane
- povtion abgible Brincluson i Tier 2 General msane
y o -
Dicounton Ezue of shams (TR042) (3,044
(Aecumukied bss)d urappmpiated pmofit W (57 205] (57 ,.238)
finority Ink st ofwhich: 188 855 188 855
H povtion alfgible Brinclusonin CETT * 108,244 106,244
< portion efigible orindusion in AT Y 5,228 5,228
- povtion afigible Barinclusion in Tiar 2 r 4 46 557 46 557
Surpluson evaluation of assets of which: B2a 420 L20 420
- Reva'ustion msarves on Fopady L5145 851,045
z Unrealizad Gainslossas on AFS =) [22 F28) (22 525
- ncase of Deficit on mvaluahion dedwetion fom CETT) -
ah -
Total liabilities and Equity 174,540 (57 174, 540 057




414.3 Basal lll Disclosura (with added column) -Step 3

e = ol e Lo o =

10
il
14
13

14
15
16
17
18
1
20
1

22

i)
24
25
26
¥
2B

29

a0

A1
3z
32

24
35

Particulars

Source basad

on referance

numberfroem
stap 2

T OMmp onemnt o
requlatory
capital
reported by
bank

Lommen Equity ler 1 capiial (GEIT): Instruments and reserves

Fulty Faid-up Gaptal

Balance in share premium aceount

Discount on issue of shares

Hess e for 1IS30e of bonus shams

GenzmElf sainory Hessnes

Gain/ (Lozs=s) on dervatives held & Cash Flow Hedoe

Urappmopriated £ unmemitted profits

mhnomty Interests ansing mom Gk 1 capral nstuments ssued © Hod
party by cornstlidated bank subsdEnes @mauntaliowed 0 GE 11 captal of the
corenlidation gmup)

CET 1 boefore Ragulatory Adjustments

Lommen Equity lar 1 capital: Regulatery adjusimants

Goodwill inetof rkakd deferrd & lEbility)

Al other intangibles (netofany associEkd determed ta libility)

shortall of proviEn s against dassihed assets

Deferred tax azset that rely on future profitability excluding thoss ansing
fom tempormary difeences (et of eiaed t lability)

Defined-berefit pension fund retassets

Hecipmeal coss holdings in G e cpial nsrumens

Cazh o neoge mesre

Investroznt inown shamsf CETT instrument

Securtzation gain on sale

Laptal shorttall ot reguiated subsidames

Deficit on account of evaluation fom kank's odingsof popedyfAFS

Imvestrients inthe capial instruments of EEnking, firencialand icu@nce

entities that are outside the scope of reguiaiony consolidation, where the bank does
not owen mome than 109 of the Esued sham capital (@mount above 109 theshold)

Sanificant investroents in the capil instruments Esued by banking,

financialand insurnce entities that are outside the scope of requistory consolidation

{arnountaboye 109 thirshold)
Determd lav 4ssets ansing mom tem po Ry d e mnces (amount 3 bove
108 threshold, net of mleted tae liabiliy)
Arount exeeeding 15% threshod of which:
- =ignificant investre nts in the common stocks of financil e ntities
- detemed &y assetsansing fom termporany dife kncss
Mational specific- requistony adjustments applied 1o CET1 capital
Irvestment in TRz of other banks exeeeding the prescibed limit
Any other deduction specified by SEP (mention details)
Hequiatary adustrmentappied 1o G 1 due 0 nsuteent &1 and
Tier2 fo cover deductions
Total mquitry adjustment applied © CET1
Common Equity Tier 1

Addtional a1 (Rl 1) Lapital
Califying Additioral Tier 1 instruments plus any elated shar premiuom
of whch:

- GlEssihed asequity
- LlEEsned as labites
Additioral Ter1 capital instruments issued by consolidated subsidiaries
and held by thid parties
- otwhich; Instrument ssued by subsdianes subjgect 1o phass out
A |1 batore reguiatory adjustmants

(=]

{u}
)

)
i) - =]
k] - (p)

m

hiy- () %
{y-1)" %
[aH]

(ab)
@) - fac] - (22
(b] - fad) - (=)

1

i
i)

()

TROpoos 1 T
T 12
o042
523.{75
(57, 205]

81,194
10,547 055

12107
17T aTr

&03 g4a
10605

1,244 Bl

1.7e0

- i




Source bospd | CompONBIT [

maulatony
Particulars #Smr%f::‘fmufrﬁ capital
4147 mportad by
o bank
TROpaes 1 oy
Additienal Tier 1 Capital: regulatery adjustments
36 Imvestrent in muteal funds exceeding the prescrbed limit (SBP specific adjustment) -
2T Imvestrment in own A1 capial nstrume nts -
28 Recipmcal cmss hodings in Additioral Tier 1 capitl instroments =
28 Investrents in the capital instruments of banking, firancialand insuranc
entities that ame oukide the scope of mguiatory consolidation, wher the bank dozs
not own mone than 109% of the iE2ued shans capital @mount above 10% theshold) (&) x
40 Significant irvestents in the capital instrurments izzoed by banking,
financial and insurance entities that am oukide the scope of Raulkstony consolidation
izd) 4
41 Forion ot deduction apphed 8151 10 cor capial and Sup ple menany
capital based on pre-Bassl [ treatment which, dudng transitional period, remain
zubject to deduction fom tie -1 capital -
42 Regulbbry adjustments applied © Additional Tier 1 due to insufficient
| er 2 10 cover deduchons -
423 Toklof Reguistory Adjustmentapplied o AT1 capitl 1,74
44  Additional Tier 1 capital -
45 Additienal Tier 1 capital recegnised for capital adequacy -
|ner ] Gapital (Le 17+ admissiblam 1) o, AT, T 4
Tier 2 Capital
db . Lualmying ler 2 capial insruments under Base 1] 215440
47 Capillinstruments subject to phase outamangement fom Tier2 nl -
48 Tier2capital instrurment Esued © thid party by consolidated subsidianes z)
- ofwhich: instrumerts Ezued by subsidianes subject © phase out 20142
44 General FOVEDNS OF Dener| msenes O 0an 1055es- Up 1o rmaEmum
of 1:25% of Credit Rizk Weighted Assets 1a) 145,544
&0 Revaluation Reserves eligiblke for Tier 2 ofwhich:
51 - portion pertaining to P ope by &70,200
§2 - porton pertaining o Ak S secumes St Of [aa) (15, 154)
£2  FOmgn Brhange |mErekton Hessres iw) -
£4  Undisclosed fOther Ress mes (ifany) -
55 T2 before moulatony adjustments 2,888,156
lvar ¥ Gapital: regulatory adjustments
£6  Portion of deduction applied 8050 to com capital and sup ple e ntany
capital bazed on pre-Bassl ] treatment which, durng tensitional period, rerain
zubject to deduction fmom tie =2 capital -
£7  Recipmcal cmss holdings in Tier 2 instroments -
58 Irnvestrmentinown Ter 2 capital instroment -
59 Investrments in the capital instruments of banking, firancial and insuranc:
enfies that ae ouEde the scope of Rguitary consoidabon, wher e bankdoes
not own more than 0% of the iEsued shane capital Emount above 10% theshold) [=T=3] -
60 Significant irvestnents in the capital instrurments izzoed by banking,
financial and insurance entities that am oukide the scope of Raulkstony consolidation
it 4
61 Armountof Requistorny Adjustment applied to T2 capital 3
62 TierZ capital (T2) 2,808 1595
62 Ter2capital recognized for capital adequacy 2,800 105
He Excess Addmonal |er capial recognised in ler capial -
65 Totl Tier 2 capitel admissible forcapis| adequacy 2Hun L

TOTAL CAPITAL (T1+ admissible T2) 11185040




414  Main teatures of mogulatory capital instrumants

Main Features

Commeon Shares

[

18

HEEREE2EBEBEYRERRR

®

[
L nique identifier (20 KSE Symbol or Boombem identifier ete)
Goveming kwis) of the instroment

IRequiatony treatment

Trarsitional Basz| | niles

Post-rransitonal Base| I niles

Elgibk: at =0k group’ gmupisok

| nstrurme nt type

i riount recognised in rgukstony capital (2 umency in PRR thousands, asof reporting date)
fParvalue of insfrurme nt

WL ecounting clssification

Cnginal date of issuance

fPemetualor dated

onginal maturity date

Yi==uercall subjct to prior su pervisony ap proval

o ptional call date, contingent calldates and rdemption amount
Subeequentcall dees, ifapplicable

Coupons f dividends

Fized or flsating dividend! coupon

coupon rEte and any related index benchmark

Existence ofa dividend stopper

Fulty discretionany, el discretionans or mandatony

Existence of step up or other incentive 1o edeem

M onc-urmu ke or cu ulative
orvertibk or non-convertible

If convertible, comersion trioger ()

If convertible, fully or patially

It convertible, conmersion e

If convertible, mandatory oroptioral conersion

If convertible, specify instnirment type comertible into

If convertible, speciy Ezuerof instrument toomets into
rite-cawn featum

If warite-down, wik-down triggeris)

If weribe-dowen, fullor partial

If wirite-down, pemanent or & mporEny

If & mporary whik-down, description of whik-up mechaniem

Position in subordination hieram:-hy in liquidation (=pecify instrument trpe immediately
nior toinstrument

Mon-compliant trnsito ned featurs

If yez, specify non-compliant featues

BRI Ra T P R L |
BIPL-SDC Symbal
Lizing Regulafionzof
Pakistan Stock Exchange
Lirniked
Cornmon Equity Tier 1
Carmrmon Equity Tier 1
Zok
Omdinany shams
10,075,121
10
S hamehoders' equity
Py 02, 2006
Perpetual
P
Mo
[RH
e

e
P
M
Fully discrtonany
M
P rc-u i bt e
Men-co rive bl
P
e
P
e
P
e
Mo
e
P
e
MIA
Residual intemst

Mo
(NN




415

Risk-waightad axposures
Capital raquirenents Riz k waightaed assots
g b Aarg LI5S 20
Crodit Risk [Rupoas in 000
Portfolios subject to on-halancs sheot axposura
[Smpla Approach)
Cash and cash equvaknts - - - -
Soveregn 7210 8077 TG0 dd AT
Public sector e ntitie 2 80,020 830458 B00, 200 2od 713
Haniks BT dddEEd 8 TURMIT 1,404,447
Corporats 2 854 208 2,757,427 28648 07s a0 87d, 83
Retail 411,826 241,607 4. 118,265 1,242,207
Hesidental mortgags #4107 UE A Y A4 0T Y 1,617,814
Past due bbans 172,664 G 8ad 1,726,640 521,424
Uperating foed assets B, 31 HY HEE BABL A1 AR M
All otheras=ts AT 503 171,188 & ToeEa2 Qe T
Portiohos subject to ott-halanco shoot ax posuns -
non markat mlatad (Simple approach)
Bmnlcs 224 412 25358 2,250
arporate TULLT VB TG 7,108,874 1,442 917
Retail a.d47a 1,01 A4, 760 6815
Others 28,408 13,480 284081 4,771
Portfolios subjact to off-halance sheot axposumes -
mariat ralated [(Curmnt exposurs mathod)
Haniks 456 4471 i, 5 AT
Customers 3z 1,424 415 TE2
Equiy Exposum Hiskm the Banking Hook
Inlisted equity investrme nts held in banking boolk 1dé 528 £ 1,d86575 -
Irve strent incomme cial entity Toe, 202 - TE22020 -
Recognized portion of significant inve strne nt A8, 283 2428 2083828 13,820
Markoat Hisk
Capital Raquiremant for porifolios subject to
standandisad Approach
|rte rest rate rizk & 5dg 2380 106,824 LR
Equity postion nsk 47 428 L) A Be0) L
Foreian BExchanoe risk 5,011 11,465 TE128 148, 200
(poratonal Hisk
Captal requirerne nt for operational risk SENE S daig, 53 5,50 d BAS 5,082 413
TOTAL BEh, B0 BRI RIS :
Capital Adaquacy Ratio Raquirad Autual Roaquirad Auctual
Docambar-15 Dacambar-14
CETT tototal R, 225 % 0.52% 5 800 16.82%
ler1 capital o total s TR ERSYA S TN 15.82%
Total captal to fotal RA, 10255 12.584% TA00%E" 18.95%

" The SEF kad adised the Bark to mairtzin & mirimum CAR of 15% at all times fill the time the Bark's paidup capital free of losses] is bdow Rs 6

killior,

0 Capital adecuesy rauirem et inclisive of Capital Corsemation B ufer [COB) reguirem ent
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Serving you, the Right way

Bankislami offers a range of Shariah Compliant products for individuals and businesses. With
a network of 317 branches in 93 cities, we strive hard to ensure timely and effective services to
give you a complate Islamic Banking exparienca.

For more information on our products and services, visit your nearest Banklslami branch today or
call 111-I5LAMI (111-475264),
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Monthly Profit, Halal Returns

Enjoy tha freedom of Halal monthly gains by opening Islami Mahana Munafa Account, with
Banklslami for a presperous present while building your wealth for a secure future,

Istami Mahana Munafa Account provides security, convenience and flaxibility of the investment
tenures to suit your financial needs.

* Monthly Halal profit payment * Minimum investment amount of Rs.10,000/-
= Investment tenure from 1- 5 years = Early encashment facility with no penalty

Sendng yvou, the Right way

Banklslami Pakistan Al
WA Y 0P 111-ISLAMI [111-475264)




42 RISK MANAGEMENT

The objective of Risk Management is to effectively manage uncertainties that arise in the
normal course of business activities The risk managemert function is one of the most
important areas of the banking business, and covers a wide spectrum of financial
business risk class; induding Credit, Market, Liquidity, Operational etc. The Group follows
effective risk governance which commensurate well with its currert size and structure.

The implementation of Basel | (B2) provides for a tisk-based capital requirement.
Further, the SBP has decided to impelement Basel Il framework in a phased manner
with effect from December 31, 2013 to December 31, 2019, to revise and update capital
reforms and clarifications and further strengthen the existing capital adequacy
framework prescribed under Basel || The Group adheres to the regulatory requirement in
this respect, and conducts its business accordingly

Aga prelude to countering the financial debacle of the recent past, the Basel Committee
(Internationally) is raising the resilience of the banking sector by strengthening the
regulatory capital framework, essentially building on the three pillars of the Basel ||
structure. The reforms raise both the guality and guantity of the regulatory capital base
and enhance the risk coverage of the capital framework The SBP (State Bank of
Pakistan) while being cognizant of the various reforms in the offing, is reviewing the
impact of Basel 11 (B3) guidelines on the capital structure and CAR (Capital Adequacy
Ratio) through quantitative impact studies. Accordingly, the SBP has implemerted first
phase of Basel Il framework with effect from December 31, 2013

RISK MANAGEMENT FRAMEWORK

A well formulated policy and procedure is critical to an effective Risk Management
frameworlk it then needs to be reinforced through a strong control culture that promates
sound risk governance. The Group's Risk Management Framework has been developed
kKeeping in mind, that:

- Tobe effective, control activities should be an integral part of the regular activities of
the Graup;

- Ewery loss of near miss event should provide some Key Learning Outcome (KLO),
helping and promaoting a better risk identification and mitigation,

- While the reward may well commensurate the level of risk, it has to be viewed in
ertirety and not in isolation; and

- Critical decision making should be based on relevant research, proper analysis and
effective communication within the Group.

Strateglc Level

Atthe strategic level, the risk related functions are approved by the senior managerment
and the Board These include: defining risks, setting parameters, ascertaining the
institutions risk appetite, formulating strategy and policies for managing risks and
establishing adequate systems and cortrols to ensure that overall risk remains within
acceptable level and the reward compensates for the risk taken

_  wo b




Macro Level

It encompasses risk management within a business area or across business lines
Generally the risk management activities performed by middle management or units
devoted to risk reviews fall into this category. Periodical review of various portfolios;
stress test and scenario analysis for portfolio resilience; application of stafistical tools and
information intime series for developing strong inferences are all performed at this level

Micro Lavel

Risk managemert at micro level, is of critical importance. This function if performed with
diligence and understanding, can be of maximum benefit to the arganization Micro level
risk management indudes:

- Business line acquisition, strong adherence to the credit and other related criteria

- Middle Office monitoring function for a sound risk assessment of various risks
inherent in treasury operations.

- Detailed review of various processes and operating procedures, for operational and
other risk related assessments.

Risk appetlte of the Group

The risk appetite of the Group Is an outcome of its corporate goal, economic profitability,
available resources (size and business life eycle) and most significantly; the controls. The
Group believes in a cautious vet steady approach towards its business objectives and
takes a holistic view of its investrment and financing requirement,

This approach is primarily based on a viable porttolio build-up with a long-term view; Key
consideration being the health of various paortfolios.

Risk organization

A strong organizational set-Up, with clearly defined roles and responsibilities permits a
higher level of articulation of the Group's risk mandate, establishment of a structure that
provides for authority, delegation and accountability, and development of control
frameworl. Risk management cannot live In a vacuum, in order to be effective, it has to
be run at an enterprise level Risk governance must involve all relevant parties and
should be sanctioned by the bank's leadership.

The risk management function at the Group, along with the different committees
inciuding ALCO (Asset Liability Committes) and MGG (Managetment Credit Sommittee),
AMC (Risk Management Committee of the Board) manage and adhere to the risk
managemert policies and procedures, with an explicit aim tomitigate/ managerisk in line
with the Groups objectives.

1‘:' Serving you, the Right way




Business line accountabllity

One of the most important features of the risk management process is the business line
accountability, Business has to understand the risk implication of specific transaction on
the business / portiolio. Some specific risks .q. reputation risk affects the ertire banking
business and is not limited to one business line or the other. The Group entity, as in any
other reputable organization, responsibility comes with accountability Each business
segment is responsible for the profit/ loss of the business. The management of risk is as
much a line function as it is support's.

Business lines are equally responsible for the risks they are taking. Because line
personnel understand the risks of the business. Lack of an understanding of this by the
line management may leadto risk management in isolation,

421 Credit Rlsk

The Group manages credit risk by effective credit appraisal mechanism, approving and
reviewing authorities, limit structures, internal credit risk rating system, collateral
management and post disbursement monitoring so as to ensure prudent financing
activities and sound financing portfolio under the umbrella of a comprehensive Credit
Policy approved by the Board of Directors. Credit Risk has certain sub-categories as
follows:

I} Price risk

Thereis a risk that the asset repossessed due to default of the customer may be sold or
leased outto another party at a price lower than the otiginal contract price.

I) Counter party risk

The risk that the counter-party defaults during the term of a transaction (Murabahah,
ljarah ete ).

iy  Settlement risk

The risk that the counter-party does not meet its commitments at the maturity of the
transaction after the Group has already met its commitments.

Iv) Country risk

Country Risk can be defined as the risk of adverse impact of certain factors on a
courtry’s specific economic, palitical and social scenario which affedts the ability of the
courtry (or a borrower In that country) to repay its obligations. Country risk may be a
combination of Transter Risk and Sovereign Risk.

421.1 Segmental Informatlon
Segmental information is presented in respect of the class of business and geographical

distribution of Islamic tinancing and related assets, Deposits, Contingencies and
Commitments,

Anrual Raport 2015 "f




42111 Segmants by class of business 0

. } . Contingencies and
Hanic fnancing and related ===t Deposits o magtme e
Thpe=z i o Hereent Fipee= o o0 Fement Tipe=z m Fement
Beyicubre, Forestry, Hurting 2nd Fishing 1,915,533 231% BUTENE EL s 1,087,358 Ak
Firirg and Carmying ELE] 0% TI45E Lg% LAY 0455
Testile 5 B4E2 AEEE THATE L% 443 A3
Cherical ard Pharmace wticals 5MESE B4 ZMETH 137% 1%,712 &5
Coarvert 1,745,654 20% BIE 2% &1 047
Sugw ER- TR A58 AR 1% 20w 1284
Foctwear and Leather qarrnerts 24,85 EE mre (LB 3467 004
Butoreobile ard rarepotation squiprent 1315610 159% 1965 00g 12% 20532 A2
Education EL 0004 e 1% = s
Electronics and elecrioal appliznees 45502 AT AEGE N ER [ 345 AT
Production znd baremission of energy 3 0 E b Wi 164958 BE TS
Corstruction L0571 A1 105 16% 1,527 TS
Powver (eleciricity, G, Water, Zanitry 2,8 1673 2ATH F0 5 LR AT3E 036
Wholesale ard Ratai Trade 5,516,417 THESE 2641952 M3t BTAE 2EEE
Exportsiirmports 2,11 ZERH AWET S BEE 01T
Transpart, Sorge ard Comrnication EETT 0FT 15746t 1E He 040 1455
Finareial EXEIA TS A5 STTAET BT WTETE LR
Feiranos Rt 001% BT SR L4 * L%
Sarvices A BARS ATEETHE ES e Erall 035
Fdiiduzls 5,256,805 15955 LELTE R HETE [ELET aTES
Food ard beversges BELTE 16155 1EEE AR 1% 1525 A4irs
Privabe Tast & ME0 1514518 153% @10 R b am L0
Packirg ard Paper products oyl k) 05565 11978 01 3BT 006
Chhers™ 2ETm A8 146,011 AR 2G4 BT
32‘565.330 1% FETENE]] HiL00rE 2¥ T LG

*CHheraindude Sole Ropickm ind sscounb end Gurddepesiteic
** Contngentimbifies fr e purpose oFha node are prescmied st costand indude direst e dtaubaiiutes, famston rdekd confgentibifte and tade rdeed comingentisbiiiiea

A
; . i Contingences and
Ha mic fnandng and relatd ==t Deposits Eima
Fipeesin 00 Fereent Fupees n 000 Fement Fupees in ‘000 Fement
Sgriature Foresiy Hning end Fshing * 000 4E1E0 AT 20168 03T
Mringend Cammying B 000 #15, 165 0905 3 00
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421.1.3 Detaik of nonrperforming lzlamic firancing and releted aszsets and specific provienre by clss of business
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Credit risk - Standandzed Approach

Credt nzkanzes due tothe rek ofa borrower detaulting on his commitre nt either in partoraz a wholke, The Group
bz currently emploved standardized approach for evaluation of credt riek It uses CRM (Credit Risk Mitigation)
technique where applicable. The Gmoupcarnez a stongdesire to move towards the FIRE and Advanced a pproach,

Cradit Ris ke Disclosures for portinlio subject to the Standardised Approach and supervisory nsk weghs
in the IRB Approach

The Group uzes reputable and SEBF appmoved mtingagencies for de nving rizk weght o zpeciic credit e xposures,
where avallable. The Group has alzo recentl emploved a cred it rating model, which iz compatible to the rating
gudelires of SBP. whichwill zupport the Groop ininterra by rating the credit clierts.
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Ty pes of Expos ures and ECAl's used
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Cradit Risk Disclosures with respact to Credit Risk Mitigation for Standard and IRE Approaches

The Group obtaine capital =lief for both on and oftbaknce sheet non-market miated expozures by using simple
approach for Credit riek mitigation (GRW), Of-baknce sheet igms under the simplified skndadized approach are
convered into credit exposue equivalents thmugh the use of credit comvarzion factors. Undar the standamdized
appmach the Group has taken advantage of the cazh colbtemlz available with the Group in the fomn of securiy
deposits and cash mangins.

“aluation and management of eligible colktermls for CRM s being dome in line with the conditions kid down by the
SBR Since eligibk collaterak: for CRM purposes are all in the fom of cazh colletermls, they genemlly do not posa
fizkto the Gmoup in temis of change intheir valuation due © changes in the markat conditions

Equity Position Risk inthe Banking book

Equity pozition inzludes the follbwing:
- Strategi investrents
- Imvastment in equities forgenerting mvenue in =horterm

Thes=e equity investments ar accounted for and disclosed az per the povisions and directives of SER SECP and
the requimments ofapproved Intemational Accounting Standards as applicable in Pakistan.

Pmvizion for diminution in the value of securities & made after conzidering impairment, i any, in their value and
chamed o the consolidated profit and bss account.

Yield / Profit Rate Hisk inthe banking book

It includes all matedal vield rzk positions of the Group taking into account all reprcing and maturity data. 1t includes
cument baknces ard contmctual yvield mies, the Gmup understands that s Iskmic financing and releted azsats
zshall b2 repriced as perthair mspective contracts.

The Group estimates changes in the economic value of equity due to changes in the yield rates on on-baknca sheat
positions by conducting dumtion gap analysi. It also assessos vield mie riekon earnings of the Group by apphlying
upweard and downward shocks.
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Markoat Risk

Market risk is defined as the risk of losse 5 in on-and-off balance sheet postions arising from movements in market
price 3 &.g. fluctustions in values in tradable, marketabke or kassble assets. The nsks mlate to the curent and
future volatity of market values of specific assets and of foreign exchancge rates and be nchmark yields,

The Gmoup uses vanous tools and technigues to ass=ss market rizk including but not limited o full valuation,
stress e sting, scenaro analsis. These assessment methods enable the Gmoup to estimate change s in the value
of the porfolio, i exposed to vanous risk factors.

Moreover, since the Gmoup does not deal in intere st based products, the impact of the above risks will be weny
minimal. The Group doe s not have positions or forward exchange contracts giving mismatche s of matunty unless
such risks have beentalencare of through some other mechanizm.

The YaR mports ae compemerted by vanous other positon and s nstvity limit stroctures, incloding stess,
sensitvity, gap and scenano amalsis. The captal charme for madet risk has been cakbulated by using
Standardized Approach

Forsin Exchange Risk
Cume noy riskis the risk of loss arising from the fluctustions of exchanoge mtes.

Ir the normal course of conducting commercial banking busine 55, which ranges from intermediation only o taking
aon principal riskas desler oras courterparty, the Group purchases or sells curencie s in today ! eady and give 3
or receives unilateral promises for sale or puchase of FX &t future dates ina long or short postion in difeent
currency pairs; The s positions expose the Goup o foregnexchanoe risk Tocontml this risk, the Group pamarily
uses notional principal limts at varous levels to contml the open postion, and ultimatelr the residual foreign
echange riskofthe Group. The Group alzo strictly adhe res o all sssociated moulstony limits,

Following s the summany of the assets of the Group subect to forign exchange risk
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SHys temic Risk
Systemic rizk iz the rizk of a totelor partial colls pee of the fire noial sratem.
Sucha collapee could be due o technica | factors or market drive n (pycholbgcal masons).

Systemic rizk i reduced by the activites of both metional and interrational requ ks tory authoritiez. The Group actively
zupports these onganzations through s memberzhip of the relevant Grouping industry associeton e Pakistan
Groups Azsociation ("PBA"T. The Group alko takes account of systemic rigk by means of caretul management of
courter party Azks inthe inter-Group ma tet,

Shariah Hon-compliance

Shanah noncompliance risk iz the rizk that arees from an lzlamic bank's failure to comply with the Shariah rules ard
principles peascrbed by the State Bank of Paketan and [/ or the Sharah &dvizor of the Group. It remains' the most
important operatioral risk for an lslamic bEnk. Complianee of zharie b gudelines must permeate throughout the
organizationand itz adhe = noe should be reflected inthe prod ucts and activities,

TRUST ACTIVITIES

Bankz commonly act az trustees and in other fiduciary capacities that result in the holding or plecing of aszsetz on
bebalf of indwvidualz, trusts, retirement berefit plans and other inzstitutionz. These are not azsets of the Group and,
therefor, are not included in coreolidated state ment of financial postion. Folowing iz the liet of azsets held under
trust:

——Hupess 0 U0—
Catogory Type Ho. of IPS aocount F;:u e

2075 2074 AT 2074
|reurance Companies Skuks 1 1 2000 220000
Azzet Manage ment Companies Sukuks 24 A 1,484 186 1,d66H55
Employes Furds ! NGO's Sukuks 5 G o, 500 79800
Irdividua Sukuks 10 10 111,870 108,470
Cthers Sulule= 21 21 4,800 455 4845 455

5] 2F S W W Sl [OIOA )

PROFIT [ (LOS5) DISTRIBUTION TO DEPOSITOR'S POOL

The holding company mentaned following poolz for poft deckmtion and distnbution dunng the vear ended
December 31, 2016:

i} General Depost Mudambeh Pool (PER, U3D, ELUR & GEP):
i Muzhambah Pool under 5BP's |zlamic Export Refinarce Schene; and
i Treazury Special Pools

The depoeits and funds accepted under the General De post Mudambah Pool i pmovided to different sector. of
economy maink' to Textile and Allied’, ' Enengy’, 'Ferilizer’, Trding'' Corsumer Firance' and GOP ljarah Sukuks',

Muzbarakah imiestme rtz from the SBF urder lzlamic Export Refirence. Scheme (ERS)am chanmeled towards the
export zector of the econpomy via different lzlamic firencing modes such as Murabahah, lstizre eto

Koy features and nsk & rowand charactens 6os of all pools

The 'General Deposit Mudarabah Pool' for both locsl and fomign cume noy iz to catered for all depositors of Group
ard pmovide profit ! lozs bazed on actual returns earned by the pool. Depositors are Rabb-ulkhMaal as they ae the
provide r of ca pital whik gmup actz s Mudarib by irvesting these funds in business, Since there are mo® than ore
Rabb-ukiaal [depositor), their mutual mletionship & that of Musharakeh, Profit iz shared among Mudambah
partrers (Gmoup and depositors) az per pe-agreed profit sharing ratio. Whereaz, proft zhanng among the depositors
iz bazed on pre-aszigred weightages. Loss, ifany, = bome by the Rabb-ukiaal az perthe principles of Mudambah.




The IERS Pool caters to the =lamic BExport Refirance Scheme' requireme nts based on the guidelines Ezued by the
SBP Inthie Scheme, SBP erters info a Musharaka b arranoe ment with the Gmoup for onward financing to exporte =
and other blue chip companies on the baziz of Shanah compliant modezsuch az Mumbabah, lstiere, eto. Linder the
zcherme, 3BP & required o share in poft and bss of the Group's [ERS Muzharakah pool. IERS pool conszists of
blug chip companies to whom the Goup has powided firencing facilties on Sharah compliarnt modes including
|IERS facilty. Profit & =hared according o anagreed weightage and losz iz sha ed according to the investine nt ratio.

Treazury Pook are maraoed on the basiz of Musharakah, wherin Group and partner (Financial Irettution) share
actual retum earned by the pool according to pre-defined pmofit sharing mto

The rizk characteretic of each pool mainly depends on the asset and lahbiity profie of each pool The pool =
expoeed to following kinds of risks:

1 Azzet Rizk The pool & exposed o bzset Rizk which iz the nzk that iz associated with lzhmic mode of
firancel(z) applied § uzed underthe transaction stictue &) The Group hes prepaed detalled poduct menuals
in order to identity ard properly mitigate such nsk The Group ako amalyze transaction structure of each
customer fo furtherensure proper zafegua ™ of depositors' inferest, The review iz dore by expenenced feam of
profezzional kaving corederable experience in the field of lzlamic banking ard firence. Meverhelkss since
lslamic banking 1z @ mescent industry, we believe that the process of furthe r improve ment will continue as the
buzine s grows

2 Credt Rk Thiz Rek & the ek which = azsocited with fina noing that B mtigated though sateguards through
availlable standamds within Sharieh guidelines az disclosed i note 2207 to these consoldated fima ncial
stateme ntz.

Parameters used for allcation of profit charging expenses and provisions etc. along with a brief
descrption of their majercomponanis:

Grozs income (Revenue lezs cost of ooodz =old and after deduction of other direct expenzes), geremted fmom
relevant aszets & caloulated at the end of the month. The income iz shared between Gmoup and the de positors as
peragreed profit sharing ratio after deduction of commingled Holding Company's equity sha® on pro rata basis. The
rezidual & zhared among depositors as perageed weightages. These weinhteges ard profit sharing ratice ane
declared by the Hoding Company incompliance with the requirements of the SEPard Shariah

The allocationof income and expenses to different pooke shall be mede bazed on pe-defired beaiz and accounting
prinziples f stardards. Diect expenees ae chamed o rezpective pool, while indiect expenzes are bome by the
Group az Mudarib, The direct expenses chamed to the poolame diect cost in fire neing irvestrment transactions (ie.
Murabahah, lgrah, Diminiehing Muosharkah, |lstena, Fambar Firencing, Salam, etc) and depreciation of ljarah
azzetz, The gereral and zpecific powvizionz created against non-perfoming lzlamic financingard related aszets and
diminution inthe value of ivestments as under prude ntial regulations ard other SBF directives have been borne by
Group az Mudarib,

Profit rmts
Profitrats andf | .. d t"f"';”g' 11 | Poresnises of| Amountor
Ganaral Dapesit waightags t' B Y Dopesiter | Mudarib | Muodarip | 25EY e |Mudarib shar| Wudarib Shars
Mudarmtah Pool announceman ™ Ehars Ta sham Ta sham BMUMEEIE 1t nefarmd transfarmd
i mamed daposits th b Hika | th b Hib
e i {Savings and mughHi mugh Hiba
Tearm)
|Rupsss 10 T00) Upsacs 10 UL
PER Poaol Manthihy £.05%, 58 .00% 41.20% 281,122 £.19% 17 553 G143
L0y Poal Month by LA B4 TS 418 4 [NE£7 T 484 Y
P refit rats-and 0 s Parcantages ef ] Amountof
- voightage | TNERE | enp e hars | Banksham Profit mbs |y, tarib sham | Mudarib Shars
B pai ific: P | mturn Ei i Banksham mtum
2 nno Uncs me nt damad Ta i dis tribubed ransfarmd transfarmd
e i thmughHiks | threugh Hiba
[ EERGRAI] LpsEs 10 UL
(1) Igdarme. Export Hehnance
[IERS) Poal Monthhy £0% = A, 7T 102,874 255N 0.00%, -

{iil In addition to the above, 167 shot Bm Teassury Pools were crealed © meet liquidity menagerent equirment of Tessury
Department. The Pools wer dissobed after matuby of eepectiive Treazury tmnsaction. The Pools veere mareged under the Shanah
appmyed guidelines,




45 GENERAL

451  Capltons, az pescrbed by BSD Circular Moo Od of 2008 dated Februany 17, 2008 izsued by the SBF in mspect of
whizh there are mo amountz, have not been mproduced in these coreoldated firencial statements, except for
captions of the Coreolidated Stateme nt of Fira noial Positionand Consolidated Poft and Loss Account,

The figures in the consoldated financial stateme itz have been munded off tothe nearest thousa nd rupee

46 DATE OF AUTHORISATION FOR ISSUE

Theze coreolidated firancial statements were authorized for zsue on_June 04, A6 by the Board of Diectors of
the Holding Company.

e A {2 S

| -
CHAIRMAN PRESIDENT f CHIEF EXECUTIVE DIRECTOR DIRECTOF




Annexure 1

Detil: of @sst disposed off during the year including @t disposed off 4o the © hief Exec uthe Cfficer or o a Director or o Boec uthes
or o any elaedparties imespactiveof the waloe, aneas Dliows:

Azt desciphion Rzt fooomdated WV Sde Ganf(oss)  Modeof Par bcadar=of Buer
Cost  deprecilion proceeds ondisposal  digposl
—_——————— Fiopeeseei 000 —— ——————
SRR, Ganeratorn (27 A Conforation) B33 B33 B B Tl Clam  Poi Qabar THaEn remnce ClaEn
1P P Sysheni k1] fcif| - 1] A Taad Claim Pab GdE Tahatul nelrmnce Clam
GG ROty el 151 150 el 151 Tatiand Claim P Gt Taarul merance Clan
Gzt [P Prone Fis Swich and Roubar s i} =0 - s i} ez} Tabiand Claim Pk Caabr Taaiul melrance Clan
10KA UFS R 270 En) 2P0 Tl Clam  Pol Qata THE remnee ClaEn
Gzt [P Frone =7 =7 =7 =7 Taband Claim P Cabar Taandl nelrance Clan
Lo St 13 138 13 1= Tahand Claim P Gt Taa'ol nelrance Clan
Lot Trinkped T420 fiobe ook, PC Rifd Core 125 126 5 A Eard Policy 1. YaEr Siddgu - Section Head - Taning & Dewsapment
Leroen Thinkped T420 hioke book, P nitd Gore 125 126 - g f Eank Policy M. Arsian ipd - Section Head - Recruiment & Hring
IS Sich 20D 17 29 = 17 M kA Clam Pal Gobar THa U redmnce Clan
Lo Thinkped T4E0 hioke ook P ne Gore 110 09 1 g 4 Eark Policy M=, AtKa Khan - Saction Head Anancs
Lerion Thirkpad 7420 0 9E 12 17 f Esrk Policy M. Famian Ahinmed
Loenuo Thinkped T420 hioke bock P Nt Core 10a 109 : & 5 BaH Poliy W KEMEN A Sidogu - HOO - Phone ESnking
Leroen Trinkped T420 hobe ook PC N Core Lo} 109 e} f Earb Policy M. Alesnn AZii- Saction - Head Anancs
Lo Thinkped T4E0 hicke book, P N Gore Lo} 09 g ] Eard Policy M. Ahi ad ADDES - Sacion Haad P
LoD Thirkjped T420 hiobe book, P intd Core L] 09 5 4] Earl Policy M. SarfamE Waris - LInit Hesd hevworking
Lerod THinkped TH20 hote ook, P nd Gora 8 09 5 5 Eard Policy  Sed Aka Hussan Jaiei - Hoo -
Lercen Trirkped T420 fobe book, P Initd Core L} 04 g 4] Bk Policy M Arbab Wadood - Sacion Hesd - neEsTucine 50
Lerod THinkped TH20 hote ook, P nd Gora 8 09 5 5 Eard Policy M. Eild B Saeed - Regional Operstion Manads - o
Lercen Trirkped T420 fobe book, P Initd Core L} 04 g 4] Bk Policy M. Sonail Hashim - Sacion Head hewarking 150
Lercn Trirkjped T4E0 hote book, P ntd Gore 08 09 - g ] Eark Policy M. Khawaa BrarUkHasan - Head of Legd & Compliancs:
Lercen THnkped T420 hiobe book, PG nitel Gore 02 9 ik 15 4 Earki Policy M. Shoab Khen - HOoD Theasiry
Leron Trirkjped T4E0 hote book, P ntd Gore Loz 02 - g ] Bk Policy  Ms. husrat Ratin a - Secratarybo GRC
Lerm THinKped T420 hobe bock Po Rt Core i 10z 5 5 BoH Policy M posa AShiE - Sodion Head Comorte STaiagy and
Essingss Fianning

Lo Trirkpad T-H Ohdobe Bcok PG b Ll LR} g 1] Eard Policy M. Aransd Wahab 2uber - HoD A0
Lergnn Trirkped T440 hoke book, PC R Core o ag 5 A Ecrd Policy M. S=iman Ahined - Anea Manager
Lo THinkped T4 ke bock Po Nt Core o ag g 5 ES0H POy Syod MUCESiT HUSSEN - A0 hena0e
Lerw THirkped T440 hiobe bock Po: Rt Core o ag g 5 Eonl Policy W Py HEn - Ak
Leron Trinkped T4E0 hioke book, P nitd Gore o« Qg g f Eard Policy M. Sonal Gadi - ares Cpesion Mansos
L Trirkpad T4 0 hloha Ecok o a8 e} f Eark Policy M. Lakaat Hussan - 5H - nbermal Audi
Lo Trirkpad T-41 O obe Bk o o g ] Ecrd Policy M. MW 00f MOren - Maional Salkes Manade
Ly Trirkped T-H 0 hdobe ECok PG N o Qi - e} f Bk Policy M. rnad ahmed §32 - Shanah Advsr
Honda G A0 MO Cie-hodel 2008-KBGE03 EE ES 1 & 18 Ecrd Policy M. S=dem LiIEh Drmni - Criver GBS
GG Rouker 2044 a2 14 44 o 14 Takand Claim Pl Catar Taiaful necrmnce Clain
Ot i i Clizrk i) a0 - i) A0 Hkamd Clam  Fal Gabar T U relance Clan
LA i iin Clieri 48 449 48 49 kA Clam Pol Gt TaHa Ul rerance Clan
Thin Cliark Syshern 48 48 48 40 Tkamd Clam Fak Gabar T Ul relEnce Clan
Thir Cliark Sytshadn 4 43 4 42 Tk Clam Pol G TaHa Ul rermance Clan
Thin Cliark Syshein 4 43 4 48 hkamd Clam Fal Gabar THa Ul rel@nce Clan
o o Urkng Machine 44 44 3 3 Tradein o in -AsEn Machines & Technologies
Ik Cownking Machine 42 42 1 1 Takand Clam Pl Qs Taa reumnce Clan
fioke Caurking Machine 42 42 1 1 THkand Clam el Qe TaHE O reumnce Clan
T Caordine] Machine 42 42 1 1 Tradein  Teoe in -asEn Machines & Technologies
Thin Cliark Syshan H 4 H 4 Hkad Clam PaH Gobar Taal relance Clan
Thin Cliark Syshams 40 40 40 40 kA Clam Pal Gabar Taarl reumnce Clan
T Coorkng Machine 40 40 i 1 Tradein o i -asEn Machines & Technologies
T Caordine] Machine x 36 1 1 Tradein  Teoe in -asan Machines & Technologies
MG R AT Machine 22E M 4 A M 4 Tokaid Claim Pai Gabar Taad Ul relrmnce Clan
Ao 185" LCD Digniay Moniioy H 34 - H M mkafd Clam Pal Gabar Taa reumnce Clan
T Canirding Machine 2 32 - i 1 Tradein  Tede in -osEn Machines & Technologes
Fedesd Rars pe-sd 24 g 13 f Eark Policy W' Siddiqui Erciners
T Canirding Machine H H - i 1 Tadein  Tade n -t Machines & Technologes
ok Couning Maching i | 3 1 1 Takand Clam Pl Qe THa reumnce Clan
ok Counking Machine | k| i 1 Takand Clam Pl Qe THE Meumnce Clan
ke Caunking Machine | k| i 1 Takamd Clam Pl Qs TaHE W relmnce Clan
Tk Corkng Machine #H H 1 1 Tradein  Teoe i -asEn Machines & Technilogies
Pk Coring Machin: #H H 1 1 Tradein  Tede in -asian Machines & Technologies
Tk Corkng Machine #H H 1 1 Tradein  Tede in -asiEn Machines & Technilogies
Pk Coring Machin: #H H 1 1 Tradein  Tede in -asian Machines & Technologies
Trin Cliark Sysham el il el A Tkaid Clam Pak cober Toaul relmnce Clain
Thin Cliark Sytshan il il - il A Tkamd Clam P Gt Toar Ul rel@nce Clan
LR Sarier il Cam ems = 14 14 = 14 Tkaid Clam  Pak ot Toa Ul relmnce Clain
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Tradein -AsaEn Machines S Tehrokges
Mz Siddqui Eroers

Fely aar Takand rsranca Clam
Faly iatar Takand insirance Gl
Mz S g Eroers

Fely iatar Takad insirance Gl
Fal Ciatar Takand nsranoe Clam
Fal Ciaar Takiand insrance Clam
Fal Ciatar Takand nsranoe Clam
Fet Ciaar Takiand insrance Clam
Tradein - A Machiness Tehrooges
Fal Ciatar Takiad insrance Clam
Feal Ciabar Taand irsrance Clam
Fel Ciakar Takiand resrance Clam
Tradein - A Machiness Tehrologes
Tradein -Asan Machiness Technokges
Tradein - Asan Machines S Teohrooges
Feal Ciar Takiad irsrance Clam
Fal Ciatar Takand resrance Clam
Tradein -AsaEn Macfines s Tehrokges
Fel Ciatar Takad resrance Clam
Pl aar Takand rsrancs Clam
Fely iaar Takad Insirance Gl
Fe aar Takand rsrancs Clam
Fely iatar Takad insirance Clam
Fe aar Takand rsrancs Clam
Fely iatar Takad insirance Gl
Fal Ciatar Takand nsranoe Clam
Fal Ciaar Takiand insrance Clam
Fal Ciatar Takand nsranoe Clam
Fal Ciaar Takiand insrance Clam
Fal Zatar Taand nsranoe Claim
Fal Ciakar Takand iresranca Clam
Pl abar Taand irsrance Clam
M5 S Eroiers

Feal Ciabar Taand irsrance Clam
Fal Ciatar Takiand resrance Clam
Mz S Eroters

Pl Caar Takand rsrancs Clam
Fel Ciaar Takand resrance Clam
Pl aar Takand rsrancs Clam
Fel Ciatar Takand resrance Clam
Fal iaar Takand rsrancs Clam
Fely iatar Takad insirance Clam
Fe aar Takand rsrancs Clam
Fely iatar Takad insirance Clam
F Qatar Takand rsrana Clam
Fal Ciaar Takiand irsrance Clam
Fal Ciatar Takand nsranoe Clam
Fal Ciaar Takiand insrance Clam
Fal Ciatar Takand nsranoe Clam
Fal Ciaar Takiand insrance Clam
Feal Ciabar Taand irsrance Clam
Fealy Ciakar Takiand resrance Clam
Mz Sl Eroter s

Mz S Eroiers

Mz S Erofer s

Mz Siddiqu Eroiers

Mz S Eroers

Mz S Erofer s

Adamjes naEne o, Ld.
Adamjes nauEne Co, Ld.
Adamjes naEne Co.Ld,
Aiamjes namnoe Co.Ld.
Adamjes naEne Co.Ld.
Aiamjes namnoe Co.Ld.
Adamjes naEne Co.Ld,
Adamjes naEne Co, L.
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Pattern of Shareholding

No. of

Shareholding Total Shares Held| Total Shares
halnGiueEs From To Held %
541 1 100 14,800 0.00
15244 101 500 7,262,211 0.72
3467 501 1000 2,622 797 0.26
1600 1001 5000 3,603,571 0.36
205 5001 10000 1,588,540 016
a7 10001 15000 855,148 0.08
43 15001 20000 774,651 0.08
ek 20001 25000 748,753 0.07
16 25001 30000 425 318 0.04
11 30001 35000 357,812 0.04
f 35001 40000 224 §12 0.02
5 40001 45000 214, 751 0.02
11 45001 50000 544,433 0.05
1 50001 55000 54,536 0.01
& 55001 BO000 354,808 0.04
i 60001 B5000 378,230 0.04
1 85001 70000 69,531 0.01
5 70001 75000 368,621 0.04
1 75001 50000 76,000 0.01
a 50001 85000 166,254 0.02
4 90001 05000 375,457 0.04
5 95001 100000 490 614 0.05
1 100001 105000 102,373 0.01
1 105001 110000 108,500 0.01
1 110001 115000 114,540 0.01
1 115001 120000 119,013 0.01
2 120001 125000 245,178 0.02
1 125001 130000 125,712 0.01
1 130001 135000 130,829 0.01
1 145001 180000 150,000 0.01
1 150001 185000 152,000 0.02
1 170001 175000 175,000 0.02
1 175001 180000 179,970 0.02
1 180001 185000 185,000 0.02
1 185001 190000 185,037 0.02
1 190001 195000 165,000 0.02
1 195001 200000 200,000 0.02
1 205001 210000 210,000 0.02
2 225001 230000 454,553 0.06
1 235001 240000 236,500 0.02
1 245001 250000 247 816 0.02
1 255001 260000 286 202 0.03
1 265001 270000 265,023 0.03
1 250001 245000 290,023 0.03
1 295001 300000 300,000 0.03
1 325001 330000 327,219 0.03
1 430001 435000 434,000 0.04
1 445001 450000 450,000 0.04
1 475001 480000 475,175 0.05
1 495001 500000 500,000 0.086




Pattern of Shareholding

Mo Shareholding Total Shates Held| Total Shares
halnGiueEs From To Held %
i 515001 520000 515,084 0.05
i 570001 575000 573,725 0.08
i 630001 635000 631,043 0.08
i 760001 785000 793,636 0.08
i 1050001 | 1085000 1,053,500 010
i 1355001 | 1380000 1,360,028 0.13
i 1696001 | 1600000 1,600,000 0.18
i 1600001 | 1605000 1:601,043 0.18
i 1080001 | 1985000 1,680,500 0.20
i 2210001 | 2215000 2210107 0.22
i 2325001 | 2330000 2.328,000 0.23
i 3340001 | 3345000 3,342,067 0.33
i 3825001 | 3830000 3,827,500 0.38
i 4345001 | 4350000 4,345,345 0.43
i 5420001 | 5425000 5 423,500 0.54
i 5645001 | 5550000 5. 645,200 0.55
i 5700001 | 5705000 5,702,050 0.57
i 6600001 |  BG05000 6,603,975 0.66
i 7045001 | 70850000 7,045,200 0.70
i 9565001 | 9570000 9,568,500 0.95
i 10155001 | 10160000 | 10,158,437 1.01
i 12260001 | 12855000 | 12,250,976 1.2
i 13360001 | 13365000 | 13,383,261 1.33
i 14500001 | 14595000 | 14,593,000 1.45
i 16210001 | 16215000 | 16213261 1.61
i 16705001 | 16710000 | 18,700,207 1.66
i 18115001 | 18120000 | 18,116,603 1.80
i 18300001 | 18305000 |  18.300.705 1.82
i 27995001 | 28000000 | 28,000,000 278
i 50200001 | 50206000 | 50,203,194 4.90
2 08020001 | 99025000 | 198,047,278 19.85
i 144200001 | 144205000 | 144,200,144 14.31
i 156065001 | 158070000 | 158,067,402 16.77
i 214255001 | 214260000 | 214,258,460 21 26
21,644 1,007,912,090 100.00
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Categories of Shareholders
A5 AT DECEMBER 31, 2015

FARTICLILARS SHAREHOLDERS SHAREHOLDIMG PERCEMTAGE
ASEOCIATED COMPAMIES, UMDERTAKING AMD RELATED 4
FARTIES.
JAHAMGIR SIDDIGILI & GO 214 258 4650
Dubai Bank FJ2C 144 200,144
o] CARITAL MANAGEMENT LTD 50,282,154
EFLI GENERAL INSURANCE LIMITED 5,502,575
SLETOTAL 445,355,770 HM
MLTLAL FLUMDS ]
GOLDEM ARROW SELECTED STOCGKS FLMD LIMITED 1,269 928
OG- TRUSTEE MEEZAM ISLAMIC FLIMD a75
Z0C - TRUSTEE AL MEEZAN MUTLIAL FLIKD 875
0 - TRUSTEE AKD OPPORTLUMITY FLIMD 3,242 07
OG- TRUSTEE MEEZAM BALANCGED FLIND 875
SLUBTOTAL 4,704 520 047
DIRECTORS, CHIEF EXECUTIVE OFFICER, AMD THEIR 2
SPOLISE AMD MIMOR CHILDREM
AL HLSSAIN 155 27 492
ALl RAZA SIDDGLI 9544
FAWAD ANWAR 1,760
HAZAN AZIZ BILG RARMI 928 &8y
EAMAL AFSAR 1,000
SHABIR AHMED RANDEREE 99 0E2 528
SLIB TOTAL 258943121 25,69
EXECUTIVE AMD THEIR SFOLISE ] ]
FUBLIC SECTOR COMPAMIES AND CORPORATIONS: ] ]
BAMES DEVYELOPMENT FIMNAMCIAL IMETITUTIONS, MOM BAMEING
FINAMCIAL IMSTITUTIONS, INSLIRAMCE COMPAMIES TAKAFLIL,
mMoDARABAS, FEMSION FLIMDS AMD OTHERS fid
SLIB TOTAL 7 BaT 244 711
IMDIVIDLA LS
& Local 21,555 155,088 282 1588
b Fonzign 8 99,112,049 982
TOTAL 21,644 1,007.912,050 100.00
ADDITIOMA L IMFORMATION
A5 AT DECEMBER 31, 2014
FIVE % AMD ABOVE
JAHAMGIR SIDOMCILI & GO 214,258 4650 2126
AL HUSSAIN 156 267 452 1557
DILIBA| BN PUSC 144 200,144 14.3
AHMED G. . RANDEREE 09 0Ea e 9.8
SHABIR AHMED RAMDEREE o8 0EaE2s 9.8
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Anytime, Anywhere and for Free

Access your account information from anywhera, no matter where you are,

Banklslami Internat Banking provides you the facility to access and manage your accounts and
transactions 24 hours a day, 7 days a week.

Account Summary * Account Statement

Fund Transfer = Cwn Account =  Fund Transfer = To other accounts within Banklslami
Inter Bank Fund Transfer (IBFT)" = Bill Payment facility- Utility Bills, Mobile Top-Ups ﬁ
Transaction Enquiry & Internet/ Broadband Connections i

E Sendng yol, the Right way
: Fl

- __,d.—t =
’ | : II'IK] o] L

Banklslami Pakistan e
W N Lo P 111-ISLAMI [111-475264)




Now pay your bills with
Banklslami’s Internet Banking

| Sendng you, the Right way
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Correspondent Banking Network

COUNTRY

JPMORGAN CHASE BANK NATIONAL ASSOCIATION

AUSTRIA

COMMERZBANK AG

RAIFFISENLANDESBANK OBERUESTERREICH

BAHRAIN

AL BARAKA ISLAMIC BANK

NATIONAL BANK OF PAKISTAN

BANGLADESH

BANK ALFALAH LIMITED (BANGLADESH — DHAKA BRANCH)

BANK ASIA LIMITED

EASTERN BANK LIMITED

HARIB BANK LIMITED

SOUTHEAST BANK LIMITED

S TANDARD BANK LIMITED

BELARLIS

JOINT-STOCK SAVINGS BANK BELARUSBANK

BELGIUM

HELFILIS BANK Sa/NY

BYBLOS BANK EUROPE 5.A

COMMERZBANK AG

HABIB BANK LIMITED

KBC BANK NV

CANADA

HARIB CANADIAN BANK

CHINA

AGRICULTURAL BANK OF CHINA LIMITED

BANK OF CHENGDLU COMPANY LIMITED

BANK OF CHINA

HANK OF DALIAN

BANK OF DEYANG COMPANY LIMITED

BANK OF GUIYANG COMPANY LIMITED

BANK OF IANGSU COMPANY LIMITED

BANK OF RUIFENG

LHINA EVERBRIGHT BANK

COMMERZBANK AG

EXPORT — IMPORT BANK OF CHINA,

HARBIN COMMERCIAL BANK

HUANIA BANK

INDUSTRIAL AND COMMERCIAL BANK DF CHINA

JIANGSU TAICANG RURAL COMMERCIAL BANK

JIANGSL ZHANGIAGANG RURAL COMMERCIAL BANK COMPANY LIMITED

JPMORGAN CHASE BANK {CHINA)

PING AN BANK COMPANY LIMITED

SHENGIING BANK

YINZHOU BANK

ZHEJIANG CHOUZHOU COMMERCIAL BANK COMPANY LIMITED

ZHEJANG PINGHU RURAL COQOPERATIVE BANK

ZHEIIANG XACSHAN RURAL COMMERCIAL BANK COMPANY LIMITED

{ZECH REPUBLIC

CESKA SPORITELNA AS

CITIRANK EURDPE PLT

UNICREDIT BANK CIECH REPUBLIC AND SLOVAKIA AS

DANSKE BANK AfS

DABOUT

BANQLUE POUR LE COMMERCE ET I'INCRISTRIE-MER GROLIGE
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EGYPT

MASHREQ BANK

FINLAND

DANSKE BANK AfS

DANSKE BANK PLC

FRANCE

BYBLOS BANK EUROPE 5.A

HABIB BANK LIMITED

MATIINAL BANK DF PAKISTAN

UNION DE BANQUES ARABES ET FRANCAISES

GERMANY

COMMERZBANK AG

DANSKE BANK A/S

DEUTSCHE BANK AG

NATIINAL BANK OF PAKISTAN

RAIFFERSEN LANDESRBANK QOBERDESTERREICH AKTIENGESELL

UNICREDIT BANK A

GREECE

EUROBANK ERGASIAS 5.4,

HONG KONG

BANK OF AMERICA

HABIB BANK LIMITED

HBZ ANANCE LIMITED

1CIC] BANK LIMITED

JPMORGAN CHASE BANK NATIONAL ASSCCIATION

MASHREC, BANK

NATIONAL BANK DF PAKISTAN

UNION BANK OF INDIA

UNION DE BANQUES ARABES ET FRANCAISES

INDIA

JPMORGAN CHASE BANK NATIONAL ASSDCIATION

MASHREQBANK

PUNJAB NATIONAL BANK

TAMILNAD MERCANTILE BANK LIMITED

UNIOHN BANK OF INDLA

INDONESLA

JPMORGAN CHASE BANK NATIONAL ASSCCIATION

PT BANK BUKOPIN

PT BANK MANDIRI [PERSERD] TEK

FT BANK MAYAPADA INTERMATIONAL TBK

PT BANK 5YARIAH MUAMALAT INDONESIA TBK

IRELAND

DAMNSKE BANK PLC

ITALY

BAMCA INTESA 5.P.A.

BANCA POPLARE DELL'EMILIA ROMAGNA SOCIETA

BAHCA UBAE S5PA

BANCD POPOLARE DM VERONA,

BANCO POPLARE SOCIETA COOPERATIVA

UNICREDIT BANE

JAPAN

JPMORGAN CHASE BANK, N.A

KOREA EXCHANGE BANK

MIZUHO CORPORATE BANK LIMITED

MNATIOMAL BANK GF PAKISTAN

LUINION DE BANGUES ARABES ET FRANCAISES

KENYA

GULF AFRICAN BANK LIMITED

HABIB BANK AG ZURICH

HABIB BANK LIMITED




KENYA COMMERCIAL BANK LIMITED

KOREA

BUSAN BAMK

JPMORGAN CHASE BANK NATIONAL ASSDCIATION

KOOKMIN BANK

KOREA EXCHANGGE BANK

MATIINAL BANK DF PAKISTAN

UNION DE BANQUES ARABES ET FRANCAISES

WOOR! BANK

KUWAIT

THE COMMERCIAL BANK OF KLIWAIT SAR

LEBANON

HABIB BANK LIMITED

LUXEMBOURG

DANSKE BANK INTERNATIONAL SA

MALAYSIA

BANK MUAMALAT MALAYSIA BERHAD

CIMB BANK BERHAD

JPMORGAN CHASE BANK BERHAD

MALTA

FIMBANK PLL

MALIRITIUS

HABIB BANK LIMITED MAURITILIZ

MNEPAL

HIMALAYANM BANK LIMITED

METHERLANDS

DEUTSCHE BANK AG

DEUTSCHE BANK NEDERLAND N.V.

HABIB BANK LIMITED

NHGERIA

PLATINUMHABIE BANK PLC

NORWAY

DANSKE BANK PLC

UMAN

HABIE BANK OMAN

PAKISTAN

ALBARAKA BANK [PAKISTAN} UMITED

ALLIED BANK LIMITED

ASKAR] BANK LIMITED

BANK AL HABIB LIMITED

BANK ALFALAH LIBITED

BANK OF KHYBER {THE}

BANK OF MPUNJAB [THE]

BURJ BANK LIMITED

DEUTSCHE BANK AJG.

DUBAI ISLAMIC BANK PAKISTAN LIMITED

FAYSAL BANK LIMITED

HABIB BANK LIMITED

HABIB METROPOLITAN BANK LIMITED

INDUSTRIAL AND COMMERCIAL BANK OF CHINA

15 BANK LIMITED

MCB BANK LIMITED

MCB ISLAMIC BANK LIMITED

MEEZAN BANK LIMITED

NATHOMAL BANK OF PAKISTAN

MIB BANK LUMITED

SAMBA BANK LIMITED

SILKBANK LIMITED

SIMDH BANK

SONERI| BANK LIMITED

SUMMIT BANK LIMITED
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UNITED BANK LIMITED

BANK ZACHOGN] WHK SA

DAMSKE BANK A/S

PORTUGAL

DEUTSCHE BANK AG

CQATAR

DOHA BANK

DATAR BELAMIC BANE

MASHREQ BANK

LUNITED BANK LIMITED

ROMANIA

ROMANIAN INTERNATIONAL BANK 5A

ALISSLA

DPEN JOINT STOOK COMPANY 'RES'

SAUDI] ARABIA

ALRAIHI BANKING & INVESTMENT CORPURATION

BANK AL JAZIRA

EMIRATES NBD PJSC

JPMORGAN CHASE BANK MATIONAL ASSUCIATION

NATHINAL BANK DF PAKISTAN

NATIONAL COMMERCIAL BANK

SAUDI HOLLANDH BANK

SINGAPORE

COMMERZBANK AG

DEUTSCHE BANK AG

HABIB BANK LIMITED

JPMORGAN CHASE BANK NATIONAL ASSDCIATION

UNION DE BANGLES ARABES ET FRANCAISES

WOORI BANK

SLOVAKIA

COMMERZEANK AG

SOUTH AFRICA,

HABIB OVERSEAS BANK LIMITED

HEE BANK LIMITED

SPAIN

BANCO ESPANDL DE CREDITD

BANCD SANTAMDER 5.A.

SRI LANKA

HATTON MATIOMAL BANK LMITED

SWEDEN

DANSKE BANK A/S

SVENSKA HANDELSBANKEN

SWITZERLAND

ARAB BANK (SWWITZERLAND) LIMITED

HABIB BANK A5 ZURICH

HABIBSONS BANK LIMITED

UNITED BANK A.G.

TAIWAN

BANK OF PANHSIN

DEUTSCHE BANK AG.

JPMORGAN CHASE BANK NATIONAL ASSOCIATION

TAIWAN SHIN KOG COMMERCIAL BANK CO. LTD.

THAILAND

EXPORT — IMPORT BANK OF THAILAND

JPMORGAN CHASE BANK NATIONAL ASSCCIATION

TURKEY

ASYA KATILIM BANKAS! A.5.

HABIB BANK LIMITED

KUVEYT TURK KATILIM BANKAS 54

TEKSTIL BANKASI 5.A.

TURKNE CUMHLURIYET] ZIRAAT BANKSAI AS,

TURKIYE FINANS KATILIM BANK

TURKIYE VAKIFLAR BANKKASI T.A.O.




U.AE.

ABU DHABI COMMERCIAL BANKE

ABL DHABI ISLAMIC BANK

DUBAI BANK PJSC

EMIRATES MBD BANK PISC

HABIB BANK AG ZURICH

HARIB BANEK LIMITED

EUWAIT TURKISH PARTICIPATION RANK DUBAI LTD.

MASHREC] BANK

MCB BANK LIMITED

UNITED BANK LIMITED

UK

BANCA INTESA S.P.A.

BYBLOS BANK EUROPE A

COMMERZBANK AG

DANSKE BANK &/S

DANSKE BANK PLC

DEUTSCHE BANK AG.

EMIRATES NBD PIST

HABIB— LUK PLC

HABIB BANK AG ZURICH

ALRAYAN BAMNK

JPMORGAN CHASE BANK NLA.

MASHREQ BANK

UNITED NATIAL BANK

WOOR| BANK

UsA

ATLANTIC BANK OF NEW YORK

BOKF NA

DEUTSCHE BANK AG

DEUTSCHE BANK TRUST COMPANY AMERICAS

HABIB AMERICAN BANK

HABIB BANK LIMITED

INTERMATIONAL FINANCE CORPORATION

JPMORGAN CHASE BANK NATIONAL ASSCCIATION

MASHREQ BANK

NATIONAL BANK OF PAKISTAN

SAEHAN BANK, LOS ANGELES

UNITED BANK LIMITED

WELLS FARGD BANK MA

WACHOVIA BANK, NA

UKRAINE

CREDIT DNEPR BANK

DEMARK BANK 15

VIETHAM

ASLA COMMERCIAL BANK

JOINT STOCK COMMERCIAL BANK

JPMORGAN CHASE BANK MATIONAL ASSDCIATION

VIETHAM ASIA COMMERCIAL JOINT-5TOCK HANK

VINASIAM BANK

YEMEN

SABA ISLAMIC BANK

UNITED BANK LIMITED
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Branch Netwaork

T B Location No of Branches
1 Alottabed
2 Arifwala
3 Altock
[ ] e
[ Sahawalr
7 |Bafgram
B Gatkhella
] Bieham
1 P
11 Cawala

Lhakeawar
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Khanpur

Kherian

Kuchlsk

Lahare

Lalarnuga

Larkana

Laralai

Mandi BEahauddin

Mansabea

Mardan

Mehar

Mian Charnnu

| Klimrrerali

Mirpur AJK

Mirpurkhas

Muslim Bagh
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Account updates, on the Go ...

. Smsa? Pl _
With Banklsiami m.nﬂpﬁl you can check your account activity from your mobile, anytime, anywhera,

g5
You can get the following alerts on your mobila through CINENER :
* Dally Opening Balance Alert * Inter Bank Funds Transfer Alert
*  |nternet Banking Fund Transfer Alert = VISA POS Purchase Alert
» Cheque Clearance/Return Alert *  Cash Deposit 3rd Party Alert
* Instaliment Reminders (Auto/MUSKUN)

._' Sendng you, the Right way — oo o P, Y
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Islami Current Account

n

Islamic Banking- Made Easy

Bankislami brings to you Islami Current Account, which is based on the principles of ‘Carz’
and is authenticated by our renowned Sharia'h Board.

Islami Current Account offers the following pure lslamic banking solutions while keeping your
values intact.

® Available in Pak Currency B 24/7 Phone Banking
" Account statement facility ®  Online Banking nationwide
®  Faciiity of Banklslami viSa B Inter Bank Fund Transfer through ATM

I Serving you, tha Right way ,fiﬁ - in

, mi Paki s e
Banklﬂi_ﬂ_.fgb i 111-ISLAMI [111-475264)




Proxy Form
Annual General Mesting

The Company Secretary
Banklslami Pakistan Limited
11th Floor, Exgcutive Tower,
Calmen Sity, Marine Drive,
Block — 4, Clitton

Karachi —Pakistan

|Ae of being a member(s) of

Banklslami Pakistan Limited and holder of ordinary shares as per Share

Register Folio Mo, and/ or CDG Investor Account Mo /Participant 1.0, No.
and sub Account Mo do  hereby

appoint of

or failing hirm £ her iof

as myfour proxy to vote and act for me / us on my / our behalf at the 12th Annual General
Meeting of Banklslami Pakistan Limited, to be held onWednesday, dune 29, 2016 at 12:00 noon
at DHA Golf Club, Zulfigar Street #1, Phase VI, DH.A Karachi-7 5600, and at amy adjournment

thereot
Siared this day of 2016

Please affix
Withiess: Rupees Five

Revenue Stamp

Mame:
Address.
CNIG or Passport Mo, Signature of Member(s)
Motes:

1. Proxies in order to be effective, must be received by the company nat less than 48 hours
before the meeting

2 CDC Shareholders and their Proxies are each requested to attach an attested photocopy of
their Computerized MNational Identity Card or Passport with this proxy form before
submission to the Company
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Please affix
Correct

Postage

Thwe Coaitv Pttty Secteriuty

BankIslaod Pakistan Limited
11% Floar, Executive Tawer,
Dalnmen Ciy, Mazine Dirdve,

Cliftem Block - 4,

Karachd, Paldstan



BanklIslami Pakistan Limited

11th Floor, Executive Tower, Dolmen City, Marine Drive, Clifton Block - 4, Karachi, Pakistan.
Tel: (92-21) 111-247-111 (111-BIP-111), Fax: (92-21) 35378373
www.bankislami.com.pk
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