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AUDITORS’ REPORT TO THE DIRECTORS OF THE BANK OF TOKYO
MITSUBISHI UFJ, LIMITED

We have audited the anncxed statement of financial position of the Karachi Branch of The Bank of
Tokyo, Mitsubishi UFJ, Limited (incorporated in Japan with limited liability) (“the Branch”) 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 thereof (here-
in-after referred to as the ‘the financial statements’) for the year then ended 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.

{t is the responsibility of the Branch’s Management to establish and maintain a system of internal
control, and prepare and present the financial statements in conformity with approved accounting
standards and the requirements of the Banking Companies Ordinance, 1962 (LVII of 1962), and the
Companies Ordinance, 1984 (XLVII 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 tequire 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 amounts and disclosures in the financial
statements. An audit also includes assessing the accounting policies and significant estimates made by
management, as well as, evaluating the overall presentation of the financial statements. We believe
that our audit provides a reasonable basis for our opinion and after due verification, which in case of
loans and advances covered more than sixty percent of the total loans and advances of the Branch, we
report that:

{a) in our opinion, proper books of accounts have been kept by the Branch as required by the
Companies Ordinance, 1984 (XLVIT of 1984);

(b) inour opinion:

(i) the statement 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
(LVI of 1962), and the Companies Ordinance, 1984 (XLVII of (984), and are in
agreement with the books of account and are further in accordance with accounting
policies consistently applied;
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(ii) the expenditure incurred during the year was for the purpose of the Branch’s business; and

(iii) the business conducted, investments made and the expenditure incurred during the year
wetre in accordance with the objects of the Branch and the transactions of the Branch which
have come to our notice have been within the powers of the Branch;

{c) in our 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 approved accounting standards as applicable in Pakistan, and give the
information required by the Banking Companies Ordinance, 1962 (LVII of 1962), and the
Companies Ordinance, 1984 (XLVH of 1984}, in the manner so required and give a true and fair
view of the state of the Branch’s affairs as at December 31, 2015, and its true balance of profit,
its comprehensive income, its cash flows and changes in equity for the year then ended; and

(d) in our opinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of
1980), was deducted by the Branch and deposited in the Central Zakat Fund established under
section 7 of that Ordinance.
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The Bank of Tokyo - Mitsubishi UFJ, Limited - Karachi Branch

{Incorporated in Japan with Limited liability)
Statement of Financial Position
As at 31 December 2015

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Operaling fixed assets

Deferred tax assets - net

Oiber assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Sub-ordinated loans

Liabilities against assels subject to finance lease
Deferred tax liabilities - net

(Other liabilities

NET ASSETS
REPRESENTED BY
Head Office capital account
Reserves

Unremitted profit

Surplus / {deficit) on revaluation of assets

CONTINGENCIES AND COMMITMENTS

The annexed notes from | to 40 form an integral part of these financial statements,

e

Note

10
11

12

14
15
16

17
/8

19

20

2015

2014

(Rupees in ‘000)

4,233,157 4,016,022
127,674 9,643
3,741,212 1,408,414
2,589,396 2,257,101
61,442 70,538
70,485 83,649
10,823,366 7,845,367
6,211 4,561
1,409,814 602,899
5,223,318 3,271,199
4,451 5,940
161,719 129,028
6,805,513 4,013,627
4,017,853 3,831,740
3,856,160 3,716,072
161,693 115,668
4,017,853 3,831,740
4,017,853 3,831,740
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The Bank of Tokyo - Mitsubishi UFJ, Limited - Karachi Branch
{Incorporated in Japan with limited liability)

Statement of Comprehensive Income

For the year ended 31 December 2015

2015 2014
(Rupees "000)

Profit after taxation for lhe year 45,295 27,177
Qther comprehensive income

frone that will not be reclassified o profit or loss account in subsequent periods

Exchange adjustment on aceount of vevaluation of Head Office capital 140,088 (716,788}
Actuarial gain / (loss) on defined benefit plan (note 29.8.2) ' i,126 (2,635
Related deferrad tax (394) 712
732 (1,323)

Total comprehensive income for the year 186,113 {690,934)

The annexed notes from 1 to 40 form an integral part of these [inancial statements.

i

~KAZUTO OHASHI AR spr
A _General Manager e e R ey
lanager Deputy General Manager



The Bank of Tokyo - Mitsubishi UFJ, Limited - Karachi Branch
(Incorporated in Japan with linited liability)
Cash I'low Statemenl
For the vear encled 31 December 20105
2015 2014
Nate (Rupees in ‘000)
CASH FLOW FROM OPERATING ACTIVITILS
Profit before taxation 62,765 69,001
Dividend income - -

62,765 69,001
Adjustments lor .
Depreciation 15,750 15,993
Amortization 3,896 2,064
Provision lor defined benefit plan 1,895 1,283
Net gain on disposal of operating fixed assets (4,315) (4,639
17,226 15,301
79,991 84,302
Decrease/ (increase) in operating assets
Lendings to linancial institutions (2,332,798) ‘ 919,304
Advances (332,295) (502,620)
Others assets (excluding advance taxation) 12,719 (17,141)
(2,652,374} 399,543
(Decrease) /increase in operating liabitities
Bills payable 1,650 (42,23
Borrowings 806,915 56,370
Deposits and other accounts 1,952,119 (779,457)
Other labilities 19,313 1,284
2,779,997 (764,034)
Contribution made to defined benefit plan - (2,518)
Income tax paid {6,435) (30,711}
Net cash sencrated fram / (used in) operating activitics 201,179 (313,418)
CASH FLOW FROM INVESTING ACTIVITIES
fnvestments in operating fixed assets (10,604) (27,489)
Proceeds lrom sale of operating fixed assets 4,503 4,983
Net cashr used in investing activities (6,101} (22,5006}
CASH FLOW FROM FINANCING ACTIVITIES
Remittance received form Head Olfice - -
Net cash used in financing activities - -
Effects of exchange adjustment on revaluation of Head Office capital 140,088 (716,788)
Increase / (deereasc) in cash and cash equivalents 335,160 (1,052,712)
Cash and cash equivalents at beginning of the year 4,025,665 5,078,377
Cash and cash equivalents at end of the year 27 4,360,831 4,025,665

The annexed notes fromy 1 to 40 form an integral part of these financial statements.
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The Bank of Tokyo - Mitsubishi UFJ, Limited - Karachi Branch
(Tncorporated in Japan with limited liability)

Statement ol Changes in Equity

For the year ended 31 December 2015

Head Office Unremitted Total
capital profits
account

Balaunce at | January 2014 4,432,860 89,814 4,522,674

Total compreliensive income for the year

Profit after tax for the year ended 31 December 2014 - ‘ 27177 27,177
Other comprehensive income

Exchange adjustinent on account of revaluation of Head Olfice capital {716,788} | - {716,788)
Actuarial loss on defined benefit plan - (1,323) {1,323)
Total comprehensive income for the year {716,788} 25,854 {690,934)
Balance at 31 Deecmber 2014 3,716,072 115,668 3,831,740

Totud comprehensive income for the year

Profit after tax tor the year ended 3| December 2015 - 45,293 45,293 |
Other comprehensive income

Exchange adjustment on account of revaluation of [Tead Office capital 140,088 - 140,088
Actuarial gain on defined bencfit plan - 732 732
Total comprehensive income for the year 140,088 46,025 186,113
Balance at 31 Dcecember 2015 ' 3,856,160 161,693 4,017,853

The annexed notes from 1 to 40 form an integral part of these financial statements.
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The Bank of Tokyo - Mitsubishi UTJ, Limited - Karachi Branch
(Incorporated in Japan with limited liability)

Notes to the I'inancial Statements
For the year ended 31 Decemboer 2015

2.1

2.2

STATUS AND NATURE OF BUSINESS

The Bank of Tokyo - Mitsubishi UFJ, Limited is incorporated in Japan with limited liabitity. Its operations in Pakistan
are ¢carried out through a branch (“the Dranch™) located at Shaheen Complex, Karachi in the province of Siudh, Tt is
enaged in commercial banking business as described in the Banking Companies Ordinance, 1962.

The credit rating done by Standard & Poor’s in February 2016 for The Dank of Tokyo-Mitsubishi UFL, Limited is A+ for
the Tong term and A-1 for the short term; Rating done by Moody's in February 2016 is Al for the long termy and P-1 for
the short term (representing deposit rating only) and rating done by Fitch in February 2016 is A for the long term and F1
for the short term.

BASIS OF PRESENTATION

In accordance with the directives of the Federal Government regarding the shifting of the banking system to Islamic
maodes, the State Bank of Pakistan has issued various circulars from time to time. Permissible forms of trade-refated
modes of financing includes purchbase of goods by banks from their customers and immediate resale to them at
appropriate profit in price on deferred payment basis. The purchase and resale arising undler these arrangements are not
reflected in these financial statements as such, but are restricted to the amouut of facility actually utilized and the
appropriate portion of profit thercon.

These Dnancial statements have been presented in Pakistani Rupees which is the Branch's functional and presentation
currency,

BASLS OF MEASUREMENT

Thesc financial statements have been prepared under the historical cost convention, except that commitments in respect
of forward foreign exchange contracts have been marked to market and are carried at fair value and certain staff
retivement benefits are stated at present value.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards as applicable in
Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards (IFRS) and
interpretations issued by the International Accounting Standards Board as are notified under the Companijes Ordinance,
1984, the requirements of the Companies Ordinance, 1984, Banking Companies Ordinance, 1962, or directives issued by
the Securilies and Exchange Commission of Pakistan (SECP) and the State Bank of Pakistan (SBP). Wherever, the
requirements of the Companics Ordinance, 1984, Banking Companies Ordinance, 1962, or directives issued by the
Securities and Exchange Commission of Pakistan and the State Bank of Pakistan differ with the requirements of IFRS,
the requirements of the Companics Ordinance, 1984, Banking Companies Ordinance, 1962, or the requirements of the
said directives prevail,

The 5B vide BSD Circular No, 10, dated 26 August 2002 has deferred the applicability of International Accounting
Standard 39, Financial Instruments: Recognition and Measurement (TAS 39) and International Acceounting Standard 40,
Investment Property (TAS 40) for Banking companies till further instructions. Further, according to the notification of the
Securities and Lxchange Commission of Pakistan (SECP) dated 28 April 2008, the IFRS - 7 "Financial Instruments:
Disclosures” has not been made applicable for banks. Aceordingly, the requirements of these standards have not been
considered in the preparation of these financial statements. However, investments have been classified and valued in
accordance with the requirements of various circulars issued by the SI3P.
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4.3

4.4

1FRS 8, 'Operating Segments' is effective for the Branch's accounting period beginning on or after 01 January 2009, All
banking companies / foreign branches operating in Pakistan are required to prepare their financial statements in Jine with
the format prescribed under BSD Circular No. 4 dated 17 February 2006, 'Revised Forms of Annual Financial
Statements', effective from the accounting year ended 31 December 2006, The management of the Branch believes that
as the SBP has defined the segment categorization in the above mentioned circular, the SBP requirements prevail over
the requirements specified in the IFRS 8. Accordingly, segment information disclosed in these financial statements is

based on the requirements laid down by the SBP.

Standards and amendments to published approved accounting standards that are effective for the year ended 31

December 2015

The following standards, amendments and interpretations are effective for the year ended 31 December 2015. These
standards, interpretations and the amendments are either not relevant to the Branch’s operations or are not expected to
have significant impact on the Braneh's financial statements other than certain additional disclosures.

Standavds / amendments

[FItS 10 - Consolidated Financial Statements
IFRS 11 — Joint Arrangements

[FRS 12 - Disclosure of Interests in Other Entities
(Amendments}

[FRS 13 - Fair Value Measurement

Ameniments Lo [AS 19 Employee Benefits: Employee
contributions

IAS 27 (Revised 201 1) — Separate Financial Statements
(Amendments)

IAS 28 {(Revised 201 1) — Investments in Associates and
Joint Ventures

I ffective from aceounting
period bepginning on or alter

01 January 2015

01 January 2015

01 January 2015

01 Janvary 2015

01 July 2014

01 January 2015

01 January 2015

New accounting standards / amendments and 1FRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods, beginning on or after
the date mentioned against each of them. These standards, interpretations and the amendments are either not relevant to
the Branch's operations or are not expected to have significant impact on the Branch's financial statements other than

certain additional disclosures.

Standards / amendments

Amendments to IFRS 11 - Accounting for acquisitions
of interests in joint operations

Amendiments to [AS | - Disclosure initiative

Amendments to IAS 16 and TAS 38 Clarification of
acceptable methods of depreciation and amortization

Amendiments to T1AS 16 and TAS 41 Agriculture: Bearer
plants

P

Lffective from accounting
period beginning ou or after

01 January 2016

01 January 2016

01 January 2016

01 January 2016



Effective from accounting
Standards / amendments period beginning on or after

Amendments to TAS 27 - Equity method in separate
Nnancial statements 0T January 2016

Amendments to IFRS 10 and TAS 28 Sale or
contribution of assets between an investor and its
associale or joint venture 01 January 2016

Amendments to ITFRS 10, IFRS 12 and [AS 28
Investment Entities: Applying the consolidation
exception 01 January 2016

Other than the aforesaid standards and amendments, the International Accounting Standards Board {IASB) has also
issued the [ollowing standards which have not been adopted locally by the Securities and Exchange Commission of
Pakistan:

- IFRS | — First Time Adopticn of Intcrnational Financial Reporting Standards
- IFRS 9 — Financial Instruments

- |IFRS 14 - Regulatory Deferral Accounts

- IFRS 13 - Revenue from Contracts with Customners

- IFRS 16 - Leases

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of financial statements in conformity with approved accounting standards requircs management to make
Judgments, estimates and assumptions that affect the application of policies and reported amounts of assets, liabilities,
income and expenses, It also requires management to exercise judgment in application of its accounting policies, The
estimates and associated assumptions are based on histerical experience and various other factors that are believed to be
reasonable under the circumstances. Actual results may differ from these estimates. The estimates and underlying
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in which
the estimate is revised il the revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

The areas where various assumptions and estimates are significant to the Branch's financial statements or where
judpment was exercised In application of accounting policies are as follows:

Provision against non-performing loans and advances

The Branch reviews its loan portfalio to assess the amount of non-performing loans and advances and provision required
there against on a quarterly basis. While assessing this requirement various faclors including the delinquency in the
account, {inancial position of the borrower, the forced sale 'value of the securities and the requirement of the Prudential
Regulations are considered. !

Operating fixed assets, depreciation and amortization

The Branch carries its propertics and equipment / intangibles at cost lcss accumulated depreciation / amortization and
acenmulated impainnent lasses, if any. In making estimates of the dcpreciation / amortizatjon, management uses the
method which reflects the pattern in which economic benefits are expected to be consumed by the Branch. The residual
vitlues and the method applied is reviewed at each financial year end and il there is a change in the expected pattern of
conswmption ol the future economic benefits embodied in the assets, the method would be changed to reflect the change
in pattern. Such change is accounted lor s change in accounting estimates in accordance with International Accounting
Standard - 8, "Accounting Policies, Changes in Accounting Estimates and Errors".

I



0.1

6.3

Income taxes

In making the estimate for income tax currently payable by the Branch, management considers the current income tax
laws and the decisions of appellate authorities on certain issues in the past. In making the provision for deferred tax,
estimale of the Branch's future faxable profit and expected reversal of deductible temporary differences are taken into
aceount.

The Seventh Schedule of Income Tax Ordinance, 2001 governs taxation of banks in Pakistan. Head office administrative
expenses are allowed on the basis that these expenses are determined as per Seventh Schedule of the Income Tax
Ordinance, 2001 and charged in books of accounts of the Branch and a certificate from external auditors has been
received to the effect that the claim of such expenses has been made in accordance with the provision of Rule 4 of
Seventh Sehedule of Income Tax Ordinance, 2001 and is reasonable in relation to operations of the Brasch.

Defined benelit plan

Liability is determincd on the basis of actuarial advice using the Projected Unit Credit Method. The actuarial
assumptions used to determine the liability and related expense are disclosed in note 29. Actuarial assumptions are
entity's best estimates of the variables that will determine the ultimate cost of providing post employment benefits,
Changes in these assumptions in future years may effect the liability / assct under these plans in those years.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these financial statements are the same as those applied in the
preparation of the financial statements of the Branch for the year ended 31 December 2014 except for the change
explained in note 6.1. Significant accounting policies are enumerated as follows:

IPair valoe measurement

During the year, the Branch has adopted IFRS 13 'Fair Value Measurement’ which became effective for the financial
periods beginning on or after 01 January 2015, IFRS 13 Fair Value Measurement establishes a single framework for
measuring fair value and making disclosures about fair value measurements when such measurements are required or
permitted by other IFRSs. it unifies the definition of fair values as the prices that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement date. It replaces and
expands the disclosure requirements about fair value measuremnents in other IFR$s. As a result, the Branch has included
the additional diselosure in this regard in note 32 and 33 to the financial statcments. In accordance with the transitional
provisions of IFRS 13, the Branch has applied the new fair value measnrement puidance prospectively. The application
of IFRS 13 does not have any significant impact on the financial statements of the Branch except for certain additional
disclosures.

Salke and repurchase agreements

The Branch enters into purchase / (sale) of securities under agreements to resell / (repurchase) securities at a certain date
in the futwre at a fixed price. Securities sold subject to a repurehase agreement (repo) are retained in the financial
statements as investments and the counter party liability is included in borrowings. Securities purchased under
agreements to resell (reverse repo) are uot recognized in the financial statements as investments and the amount extended
to the counter parly is included in lendings to financial institutions. The receivables are shown as collateralized by the
underlying security.

The difference between the purchase / (sale) and resale / (repnrchase) consideration is recognized on a time proportion
basis over the period of the transaction and is included in mark-up / return / interest earned or expensed.

Investments

The Beanch classifies its investment partfolio into the following categories:

DAL



6.4

6.5

Feld for trading

These investments are either acquired for generating a profit from short-term fluctuations in prices or are part of a
portfolio for which there is an evidence of a recent actual pattern of short-terim profit taking.

These are measured at subsequent reporting dates at fair value. Net gain or loss on remeasurement is included in the
profit and loss account for the year,

Held to maturity

These are investments with fixed or determinable payments and fixed maturities that the Branch has the positive intent
and ability to hold upto maturities.

These are measured at amestized cost using effective interest method, less impairment losses, if any to reflect
recoverable amount.

Availuble for sale
These are investinents which do not fall under held for trading or held to maturity categories.

Quoted securities classified as available for sale investments arc measured at subsequent reporting dates at fair value.
Any surplus / deficit arising thereon is taken divectly to ‘surplus/deficit on revaluation of securities’ in the Statement of
Financial Position below equity. The surplus / deficit arising on these securities is taken to the profit and loss account for
the year when actualty realized upon disposal.

Unquoted equity securities are valued at the lower of cost and break-up value, Break-up value of cquity securities is
calculated with reference to the nct assets of the investee company as per the latest available audited financial statements.
Investiments in othier nnquoted sceurities are valued at cost less impairment losses, if any,

Gain or loss on sale of investiments is included in profit and loss account for the year,

Investments are recognized on trade-date basis and are initially measured at fair value plus directly attributable
transaction cost except for investments classified as licld for trading. In case of held for trading investments, transaction
costs are expensed in the profit and loss account for the year,

Advances

Advances are stated net of provision for non-performing loans and advances. The provision for non-performing loans
and advances is macle in accordance with the requirements of the Prudential Regulations issued by the State Bank of
Pakistan. Advances are writlen-off when they are considered irrecoverable.

Operating fixed assets
Properties and equipment

Properties and equipment other than capital work in progress arce stated at cost less accumulated depreciation and
accumulated impairment losses, if any. Capital work in progress is stated at cost,

Depreciation is charged to prolit and loss account applying the straight-fine method over the estimated useful lives while
taking into account any residual values, at the rates given in Note 11.1 to the financial statements, In respect of additions
and deletions fo properties and equipment, full month’s depreciation is charged on additions and no depreciation is
charged in month of disposal.

Residual values, uselul lives and depreciation methods are reviewed and adjusted, if required, at each reporling period.
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Nornal maintenance and repairs are charged to profit and loss account as and when incurred. Major repairs and
improvements are capitalized.,

Gain or loss on disposal of fixed assels is taken to profit and loss account for the year.
Infangilie assets

[ntangible assets are stated at cost less accumulated amcrtization and accumulated impairment losses, if any.
Amortization is charged on straight-line method, by taking into eonsideration the estimated useful lives of intangible
assets, at the rates given in note 11.3 to the financial statements, These are amortized on prorata basis i.e. full month's
amortization is charged on additiens and no amortization is charged in the month of disposal,

6.6 lmpairment

At each balance sheet date, the Branch reviews the carrying amounts of its assets to determine whether there is any
incication of impairment. If such indication exists, the recoverable amount of the relevant asset is estimated, Recoverable
amounl is the higher of fair value less costs to sell and value in use, An impairment loss is recognized whenever the
corrying amount of ary asset exceeds its recoverable amount. Impairment losses are recognized in profit and loss account
for the year.

Where impairment loss subsequently reverses, the carrying amount of the asset is inereased to the revised recoverable
amount but limited to the extent of the amount which would have been determined had there been no impairment,
Reversal of impairment loss is recognized as income.

6.7 Taxation

Ineome tax comprises of current and deferred tax. Income tax is recognized in the profit and loss account, except to the
extent that it relates to items recognized directly in equity or in other comprehensive income.

Crrrent

Provision for current taxation is based on taxable income for the year determined in accordance with the prevailing laws
ol taxation on income earnedl. The charge for current tax is calculated using prevailing tax rates or tax rates expected to
apply to the profits for the year at cnacted rates. The charge for the current year also includes adjustments, where
considered necessary relating to prior years, arising from assessments finalized during the year for such years.

Deferved

Deferred tax is recognized using the balance sheet liability method an all material temporary differences between the
carrying amouuts of assets and liabilities for financial reporting purposes and their tax base. Deferred tax is recognized
bascd on the expected manner of realization or settlement of the carrying amounts of assets and liabilities using the tax
rates enacted at the reporting date, expected to be applicable at the time of realization or settlement,

Deferred tax asset is recognized only to the extent that it is probable that future taxable profits would be avaitable against
which the asset is utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is
no longer prabable that the related tax benefits will be realized.

0.8 Stall retirement henefits
DNefined benefit plan

The Branch operates an approved funded gratuity scheme, administered by the board of trustees for all its permanent
employees who have compicted § years of service . Provision is made in accordance with the actuarial recommendations,
Actuarial valuation is carried out periodically using "Projected Unit Credit Mcthod™,
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The above benefits arc payable to staff at the time of separation / retirement (rom the Branch's services subject to the
completion of qualifying period of service.

Actuarial gaing and losses

All actuarial gains and losses are recognized immediately through other comprehensive incote in order for the net
gratuity asset or liability recognized in the statement of financial position to reflect the full value of plan deficit or
surplus.

Puast service cost
All past service costs are recognized in profit or loss immediately as they oceur,

Defined contribution plan

The Dranch also operates a recognized provident fund scheme, administered by the board of trustees, for all its
permanent employces to which equal monthly contributions are made by both the Dranch and the employees at the rate
of 12,5% of the basic satary.

Implayees’ compensated absences

Fmployees® entitlement to annual leaves is recognized when they accrue to employees. A pravision is made for estimated
liability for annual leaves as a result of service rendered by the employee against un-availed leaves upto the reporting
date.

0.9 Provisions
Provisions are recognized when the Brancl has a lepal or consiructive obligation as a result of past events and it is

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

6.10  Revenue recognition

Mark-up / retirn on advances and investments is recognized on time proportion basis using effective intercst method
except mark-up / interest on nen-performing advances which is recognized on receipt basis, in accordance with
Prudential Regatations issued by the State Bank ol Pakistan,

[Fee, commission on letters of credit and guarantees and brokerage income is recognized on accrual basis and / or when
the services are rendered, as the case may be.

Dividend income is recorded when the right to receive dividend is established,
6.11  Toreign currencies

Foreign currency transactions are translated into Pak Rupees at the exchange rates prevailing on the date of transaction,
Maonetary assets and liabilities denominated in foreign currencies are translated into Pak Rupees at the exchange rates
prevailing at the reporting date.

Forward loreign exchange contracts, other than those relating to loreign currency deposits, are valued at the rates
applicable to their respective maturities. Exchange gain or loss is included in profit and loss account far the year,

0.12  Cash and eash equivalents

lFor the purpose of cash fow statement, cash and cash equivalents comprise of:

- Cashand balances with treasury banks
- Balances with other banks
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6.13

6.15

6.16

6.18

Off setting

Financial assets and financial liabilities are set-off and the net amount is reported in the financial statements when there
is a legally enforceable right to set off and the Branch intends either to settle on a net basis, or to realize the assets and
scltle the liabilities simultaneously.

Financial instruments

All financial assets and liabilities are recognized at the time when the Branch becomes a party to the contractual
provisions of the instrument, Financial assets are derecognized when the contractual right to the cash flow from the
financial assets expires or is transferred. Financial fiabilities are derecognized when they are extinguished i.c. when the
obligation specitied in the contract is discharged, cancelled or expired. Any loss on derecognition of the financial assets
and linancial liabitities is taken to profit and loss account directly. Financial assets carried on the Statement of Financial
Position include cash and bank balances, lendings to financial institutions, advances and certain receivables; and
financial liabilities include bills payable, borrowings, deposits and ather payables. The particular recognition methods
adopted for significant firancial assets and financial liabilities are disclosed in the individual policy statements associated
with these assets and tabililies.

Derivative inancial instruments are recognized at their fair value on the date at which a derivative contract is entered
into. These iustruments are marked to market and changes in fair values are taken to the profit and loss account for the
year,

Acceptances and other contingent liabilities
Acceptances comprise undertakings by the Branch to pay bills of exchange drawn on custemers. The Branch expects
most acceptances to be siinultaneously settled with the reimbursement from customers. Acceptances are accounted for as

off-balance sheet transactions and ave disclosed as contingent liabilities and commitments, Other contingencies are
recognized and disclosed unless the probability of an outflow of resources embodying beneflits are remote.

1
Borrowings / deposits and their cost

a) Borrowings / deposits are recorded at the proceeds received.
b} Borrowings / deposits cost are recognized as expense in the period in which these are incnrred.

Head Office adininistrative expenses

The administrative expenses allocated by the Head Office are charged to the profit and loss account.

Segment reporting

An operating segment is a component of an entity that engages in business activities, from which it may earn revenues
and incur expenses, whose operating results are regularly reviewed by the entity's chief operating decision maker to

males decision about resources to be atlocated to the segment and assesses its performance and for which discrete
financial information is available. Scgment information is presented as per the guidance of SBP.

Business segmoents
Trading and sales

[t includes fixed income, foreign exchange transactions, fundings, own position securities, lendings and borrowings.

Retoil banking

[t includes deposits and banking services.
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7.1

7.2

7.3

8.1

Commercinl hanking

Commercial banking includes export finance, trade finance, short term and long term lendings, bills discounting, letters
of credit, acceptances and guarantees,

Payvinents and settlements
Itincludes payments and collections, funds transfer, clearings and settlements.
Geographical segment

These financial staternents represent operations of Karachi Branch only and all assets and liabilities represent
transactions entered by the Karachi Branch,

2015 2014
Note (Rupees in '000)
CASIT AND BALANCES WITH TREASURY BANKS
D hond
[Lacal currency 4,530 11,785
Foreign currencies 6,276 11,864
With State Bank of Pakistan in
Local currency current account i 301,973 216,244
Forcign currency current account 7.2 14,664 14,068
Foreign currency deposit accounts 7.3 49,528 43,989
Flead Office capital account 19 3,856,160 3,716,072
4,233,157 4,016,022

This represents current account maintained with the State Bank of Pakistan (SBP) under the requirements of section 22
{Cash Reserve Requirement - CRR) of the Banking Companies Ordinance, 1962.

As per BSD Circular No. 14 dated 21 Junc 2008, cash reserve of 5% in USD is required to be maintained with the SBP
on deposits held vader the New Foreign Currency Accounts Scheme (FE-25 deposits).

This represents Special Cash Reserve of 15% maintained with $BP in 1S dollars under the requiremeut of BSD Circular
No. t4 dated 21 June 2008 and US Dollar settlement account maintained with SBP to facilitate USD clearing, Profit
rales on these deposits are fixed by SBP on a menthly basis. The SBP has not remunerated these deposit accounts during
the year,

2015 2014
Note (Rupees in '000)

BALANCES WITH OTHER BANKS
In Pakistan

In deposit accounts - .
Outside Pakistan ,

I deposit accounts 8.4 127,674 9,643

127,674 9,643

These represent balances with branches of the Bank of Tokyo-Mitsubishi UFJ, Limited outside Pakistan. These carry
markup at the rate ol 0.08% to 1.23% (2014: 0.07% to [.75%) per annum.
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9.

9.1

9.2

9.3

9.4

9.4.

—_—

10.

2015 2014

Note (Rupees in "000)
LENDINGS TO FINANCIAL INSTITUTIONS
Repurchase agreement lendings 971 & 94 3,041,212 1,408,414
Call money lending 9.2 700,000 -

3,741,212 1,408,414

These carry mark-up at rates ranging from 5.5% to 6.5% (2014: 8.5% to 9.7%) per annwn having maturity period upto six
months (20 14: six months).

These carry mark-up rates ranging [rom 6% to 6.5% (2014: Nil) per annum having maturity latest by 6 January 2016.

Particulars of lendings

In foeal currency 3,741,212 1,408,414-
In foreign currencies - -
3,741,212 1,408,414

Seecurities held as collateral against lendings to finaueial institutions

2015 2014
Held by Further Total Held by Further "fotal
Branch given as Branch given as

eolkateral collateral

(Rupees in '000) -- —

Markel Treasury Bills 3,041,212 - 3,041,212 1,408,414 - 1,408,414

Market value of securities held as collateral against lendings to financial institutions amounted to Rs. 3,054.75 million
(2014: Rs. 1,426 million).

2015 2014
Note (Rupecs in '000)
ADVANCES
Loans, cash credits, running finances, etc.
In Pukistan 2,589,396 2,257,101

Qutside Pakistan : - _
‘ 2,589,396 2,257,101

Net investment in finanee lease

In Pakistan - -
Outside Pakistan - -

Rills disconnted and purchased (excinding treasury bitts)

Payable in Pakistan . .
Payable outside Pakistan - -

Advances - gross 2,580,396 2,257,101
Pravision for non-performing advances 0.2 7 - -
Advances - net of provision 2,589,306 2,257,101

i




2015 2014
{Rupees in '000)

1111 Particulars of advances

10.1.1 Inlocat currency 2,589,390 2,257,101
In foreign currencies . - ;

2,589,396 2,257,101

10.1.2  Short term (for upto onc year) 2,310,836 2,087,944
Long term (for over one year) 278,560 169,157

2,589,396 2,257,101

10.2  Since there is no noa-performing loan, no provision is required.

103 Particulars of loans and advances to General Vianager, executives or officers, ctc.

Drebts due from General Manager, exccutives or officers of the Branch or anyeone of them either severally or jointly with
any other person as per the terms of their employment.

2015 2014
Note (Rupees in "000)
Balance at 01 January 8,397 6,883
Loans granted during the year 12,535 4,782
Repayments during the year (4,593) {3,268)
Balance at 31 December 16,339 8,397
11, OPERATING FIXED ASSETS
Properlics and equipment 1.1 49,908 55,409
Intangible assets 11.3 11,534 15129

M 64z 70,538




F1.I  Properties and equipment

Alterations in leasehold premises
Building on leaschold premises
Furniture and fixtures
Computer equipment

Liectrieal equipment

Vehicles

Alteranons in leasehold premisas
Building on leasehold premises

Fumniure and £ixtures
Commputer equipment

Eleetrical equipment

Vehicles

sl

2013
Cost Accumulated depreciation Carrying Rate of
As at Additions / Ag at As at Charge for Asat value as at depreciation
1 January  {dispusals)  Adjnstments* 31 December 1 .January the year/ Adjustuments* 31 December 31 December
2015 20135 2013 {on disposai) 2015 2015 LA
(Rupees in '000) -
48,662 303 (3,135) 45,832 33,763 1,483 (16) 37,230 8,602 10
815 - - 819 819 - - 819 - 3
11,013 - 319 11,334 3,493 700 9 6,284 5,030 10
35,884 2,180 (4,419 34,941 25,460 3,001 {1,032) 28,726 6,213 20
(1,704} (1,703
24,146 2,623 7,508 31,448 18,680 3,482 732 2,272 11,175 20
(2,529) 2,642)
38.321 5,193 (7)) 37,788 17,223 7,084 272 18,923 15,863 20
(3,636) (5,636)
161,847 10,303 201 162,162 106,438 15,750 67 112,254 49,908
(10,189) (10,001}
* These amounts represent adjustimants made during the year 10 reconcile fixed assets register with the gencral ledger of the Branch.
2014
Cost Accumulated depreciation Carrying Rate of
As at Additions / As at As al Charge for As at value as at depreciation
1 January {disposals) 31 December 1 January the year / 31 Decemmber 31 December
2014 2014 2014 (on disposal) 2014 2014 24
{Rupees in "000} --——
44,409 4,253 48,662 34,390 1,373 35,763 12,899 10
819 - 819 819 - 816 - 5
9,909 2,028 11,015 5,401 676 5,493 5,322 1]
(922) (384)
33,213 6,478 3%.884 25,037 4,230 28,460 10,424 20
(807 (807)
20,537 4 601 24,146 15,618 3,047 18,680 3,466 20
(992) (983)
46,000 - 38,321 18,233 6,667 17,223 21,098 20
(7,679 {7,679)
154,887 17,360 161,847 100,500 IS,993T 106,438 35,409
{10,400) {10,033




11.2 Disposals ol fixed assets during the year
Cost Accumulated - Carrying Sale proceeds Mode of disposal Particulars of Buyers
depreciation value
{Rupees in '000}
Computer equipment
fiems having book value of lfess
) thari Rs, 230,060 or cost of
less than Rs. 1,600,000
Miseellaneans items 1,704 1,703 1 i34 Quorations Different buyers
Electricat equipment
friems having book value of less
tharn Rs. 230,000 or cost of
less then Rs. 1,000,600
Miscellaneous fems 2,829 2,642 187 81 Quatations Dtfferent buyers
Vehicles
ltems having ook valie of less
than Rs. 230,000 or cost of
lzss than Rs. 1,000,600
Miscellaneous items 3,656 5,656 - 4,288 Branch's policy Different buyers
Total 10,189 10,001 188 4,303
2014 7679 7,679 - 2,050
11.3  Intangible assets
Cost Amorzization Carrying
As at Additi As at As at Charge for As at value as at
1 January ACCHONS T 5) December 1 January the vear 31 Deeember 31 Deeember
{Rupees in '000)
Computer softwares 2015 24,988 301 25,289 9,859 3,896 13,7585 11,534
Computer softwares 2014 14,859 10,129 24,988 7,193 2,664 9,839 15,129

Vol

Rate of
amortization
%o

20

20



ii.4  The fair values of building and equipment as per the management estimate are not materially different from the earrying
amounts except for the building on lcasehold premises in PECHS whose value as per management's estimate is Rs. 100
million as at 31 December 2015 (2014: Rs. 85 million).

2015 2014
(Rupces in '000)
11.5  The costs of fully depreciated and amortized
assets that are still in use are as follows:

Alteralion in leasehotd premises 31,249 31,027
Building on leasehold premises 819 819
Furniture and fixture 4,444 4,085
Computer cquipment 22,303 17,164
I:lectrical equipment 13,714 13,071
Vehicles 3,148 7,010
Intangible assets - computer softwares 5,783 5,783

81,460 78,959

12. OTIIFR ASSETS

[ncome / mark-up accrued in local currency 52,803 72,199
Income / mark-up accrued m foreign currency - -
Current tax (payments fess provision) - 445
Advances, deposits and prepayments 15,282 9,741
Unrealized gain on forward foreign exchange contracts 184 -
Stationery and stamps in hand 462 917
Others 1,664 347
70,485 83,649

13. CONTINGENT ASSETS
There were no contingent assets of the Branch as at 31 December 2015 and 31 December 2014,

(4.  BILLS PAYABLRE

In Pakistan 6,211 4,561
Outside Pakistan - -
6,211 4,561
15. BORROWINGS
In Pakistan - B
Outside Pakistan 1,409,814 602,899
1,409,814 602,899

15,0 Particulars of borrowings with respect {o curvencies

In Tocal currency

[n Torcign currency 1,409,814 602,899

W 1,409,814 602,899




15.2.1

16.

16.1

17.

Details of borrowings sceured / unsecured

Secrred

Repurchase agreement boreowings
Export refinance scheme
Unsecured

Call berrowings
Inter aflice borrowings

Note

1527

2015

2014

{(Rupees in '"000)

- ]
1,409,8]] [ 602,899 ‘
1,409,814 602,899
1,409,814 602,899

These borrowings are subject to mark-up at Lhe rates ranging from 0.47% to 0.81% per annum having maturity upto six

months (2044: 0.31% to 0.37% per annum bhaving maturity uptoe six manths).

]

DEPOSITS AND OTHER ACCOUNTS

Customers

Fixed deposits

Savings deposits

Current accounts - remunetative
Current accounts - non-remunerative

Financial Institutions
Remunerative deposits
Non-remunerative deposits

Particulars of deposits

In local currency
In toreign currencies

DEUERRED TAX LIABILITIES - NET
Taxable temporary differences on
Accelerated tax depreciation

Deductible temporary differences on
Actuarial loss on defined benefit plan

Reconciliation of deferred tax assets / (liabilities)

Opening balance
Recognisad in profil and loss account

Recognised on Gther Comprehensive Income

Closing balance

4%

2015

2014

(Rupees in '000)

4,388,800 2,450,501
243,360 171,115
193,303 324,028
384,596 320,723

5,210,059 3,266,367

_ _—
13,259 | 4,832 |
13,259 4.832

5,223,318 3,271,199

5,028,796 3,131,104
194,522 140,095

5,223,318 3,271,199

5,420 7,303
(969) (1,363)
4,451 5,940
5,040 (1,376)
(1,883) 8,028

394 (712)
4,451 5,990




. Note
18. OTIER LIABILITIES

Mark-up / return / interest payable in local currency
Mark-up / return / interest payable in foreign currency
Uneamed commission on guarantees

Accrued expenses

Unremitted head office expenses

Current taxation (provision less payments)

Payable to defined benefit plan 204
Unrealized loss an forward foreign exehange contracts
Provision against eollateral

Provision for employees' compensated abscnces
Provision for Workers' Welfare Fund

Others

19. HEAD OI'FICE CAPITAL ACCOUNT

Capital held as:

Interest free deposit in approved foreign exchange with the State Dank of Pakistan

Remitied from Head Office (Japanese Yen 4,419,160,968)
Revaluation surplus allowed by the State Bank of Pakistan - cumulative

2015

2014

(Rupees iu "000)

29,164 27,605
LI15 447
8,490 16,279
8,247 6,970

85,462 48,212

12,856 -
2,120 1,351

] 12,703

3,632 3,632
3,920 3,720
4,136 4,383
2,577 3,726
161,719 129,028
1,704,515 1,704,515
2,151,645 2,011,557
3,856,160 3,716,072

19.1 During the year, the Branch, on instructions of SBP, converted the capital amount of JPY 4,419.16 million into PKR
3,856.16 million and deposited the same in Minimum Capital Requirement (MCR) Account maintained with SBP in

accordance with Section 13 of the Banking Companies Ordinance, 1962.
20. CONTINGENCIES AND COMMITMENTS

20.F  Transaction - related contingent liabilities

[ncludes performance bonds, bid bonds, warranties, advance payment puarantees, shipping guarantees and standby

letters of credit velated to particular transactions issued in favour of

Governmenl
Orthers

20.2  Trade-related cantingent liabilitics
Letters of credit
Acceptances

20.3 Other contingencics

Claims against the Branch not acknowledged as debi

a7

2015

2014

(Rupees in '000)

1,647,409 2,022,749
129,495 161,731
1,776,904 2,184,480
168,404 247,370
235,429 85,736
9,366 9,366




20.4

20.5

20.6

20.6.1

20.6.2

20.6.3

2L

Comutitments to extend eredit

The Branch makes commitiments to extend credit in the nermal course of its business but these arc revocable
commitments and do not attract any significant penalty or expense if the facility is unilaterally withdrawn.

2015 2014
(Rupees in '000)
Commifiments in vespect of forward exchange contracts
[urchase 1,433,296 702,760
Sale - 20,168

The Branch utilizes foreign exchange instruments as a part of its assets and liabilities management activity to hedge its
own exposure in currency risk. The malurities of above contracts are spread over a period up to six months (2014: six
months).

Tax related contingencies

Income tax assessments of the Branch (except for the tax years mentioned in paragraphs below) have been finalized up to
and inclucling the tax year 2008, while the returns for the tax years 2010 to 2015 have been filed which are deemed to
have been assessed under Section 120 of the Income Tax Ordinance, 2001 (unless selected for audit),

In respect of tax years 2004 and 2009, orders for amendment of return were received disallowing of Rs. 2,62 million
against which appeals had been filed by the Branch before the Commissioner - Appeals wio have deleted certain
disallowances against which the tax department has filed appeal with Appellate Trihunal Inland Revenue (ATIR) whereas'
cerlain disallowances were upheld against which the Branch has filed appeal with ATIR. Based on the opinion of tax
advisors of the Branch, the management is confident that the decision in above stated appeals would be in favour of the
Branch and as such no provision is required to be made in the finaucial statements.

The Branch has filed Reference Application for the assessment year 2002-2003 against the additions under Section 24(1)
of the Income Tax Ordinance, 2001 (thc Ordinance) to the Sindh High Court (SHC). The Income tax Appellate Tribunal
has alse referred the References for the assessment years 2010-01 and 2001-02 on addition under section 24(1) of the
Ordivance and Departmental References for the assessment years 1992-93 and 199899 respectively on account of certain
disalfowances to the SHC. These mvolve tax demand of Rs 6.13 million. Based on the opinion of tax advisars of the
Branch, the management believes that the matters will uitimately be decided in favour of the Branch. Accordingly, no
provision is required to be made in these finaneial statements.

2015 2014

(Rupees in '000)
MARIK-UP /RETURN / INTEREST EARNED

On loans and advances fo

- Customets 190,174 255,696
- Financial institution 1,397 6,732
On deposits with treasury banks and financial institutions 146 108
On securities purchased under resale agreements 192,385 191,242
On call money lending 34,496 25,744
418,598 479,522
MARIGUP / RETURN / INTEREST EXPENSED ~
Deposits 287,263 348,332
Exchange cost on funding arrangements 46,249 35,881
Call borrowings 6 144
Inter ofhice borrowings 4,201 2,146
Securitics sold under repurchase agreements 105 584

337,824 387,087
(1



23,

24,

OTHER INCOME

Net profit on sale of operating fixed assefs

Scrap sale

ADMINISTRATIVE EXPENSES

Salaries, allowances, ete.

Charge lor defined benefit plan

Contribution to defined contribution plan
Contribution to Cuployee Old Age Benefit Scheme
Provision for employees' compensated absences
lead oftice expenses

Rent, taxes, insurance, clectricity, ete.

Legal and professional

Communications

Repairs and maintenance

Stationery and printing

Advertisement and publicity

Donations

Auditors' remuneration

Depreciation

Amortization of intangible assets

Travelling and entertainment

Brokerage and commission

Entertainment

Olhers

2015 2014

Note (Rupees in '000)
4,315 4,639
- 19
4,315 4,658
84,424 82,522
29.8.1 1,805 1,283
2,538 2,422
202 261
922 1,445
37,250 27,189
30,136 29,896
495 665
2,585 3,329
5,889 5,117
1,533 3,205
329 161
24.1 397 3R8
24.2 1,730 1,451
111 15,750 13,993
113 3,896 2,664
5,458 7,935
1,541 1,119
125 2,294
4,812 4,376
201,907 163,715

24.1  None of the exccutives and their spouses had any intercst in donation inade during the year, Donations have been made
to the following donees:

2015 2014
(Rupees in '000)

Donations individually equal to or exceeding Rs. 0.1 million

Karachi Japanese School 100 -
World Wide Fund Pakistan - 258
Railway Schooel Colony - 30
100 388
Donations individually less than Rs. 0.1 million 297 -
397 388
24.2  Auditors' remuneration
Audit fee 575 525
Fee for interim review and other certifications 1,860 gs6
Out-ol-pocket expenses 95 70
1,730 1,451
15, OTHER CHHARGES
Penalties imposed by the State Bank ol Pakistan - 266
Workers' Welfare Fund 1,334 [,414

)%[A 1,334 [.680



2015 2014

Note (Rupees in '000G)
20.  TAXATION
For the year
Current 22,932 25,128
Deferred {1,883) 8,028
21,049 33,156
For the prior year
Current (3,577} 8,668
Deferred - | .
(3,577) 8,668
17,472 41,824
26.1 Relationship between tax expense and aceounting profit
Profil before taxation 62,765 69,001
Tax at the applicable tax rate of 33 percent 21,968 24,150
Tax effect of expenses that are not deductible in determining taxable income (919) 9,006
Tax etfect of prior year adjustiments 3,577 8,668
Tax charge for the year 17,472 41,824
27. CASH AND CASH EQUIVALENTS
Cash and balances with treasury banks 7 4,233,157 4,016,022
Balances with other banks 8 127,674 9,643

4,360,831 4,025,665

28,  STAFF STRENGTH (Number)
Permanent 41 45
On contractual basis 2 2
Branch's own staff strength at end of the year 43 47
Outsourced 28.1 iz 12
Total staff strength 55 39

281 Outsourced represents emplioyees hired by an outside contractor / agency and posted in the Branch to perform various
tasks / activities of the Branch,
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29, DEFINED BENEFIT PLAN
29.1  General deseription

The Tranch operates an approved gratuity fund scheme for all its permanent employees, which is administered by the
Trustecs. The Branch's costs and contributions are determined based on actuariat valuation carricd out at each year end
by using Projeeted Unit Credit Method. The benefits arc payable to employees on cessation of employment on the
following grounds:

- retirement upon attainment of the normal retirement age (58 years).

- his/ her death in service of the Employer,

- onh voluntary retirement before normal retirement age.

- termination of his / her service by the Employer other than for misconduet, negligence, or incompetence.

29.2  Number of employees nader the schemes
2015 2014
Numbers

Tolai staff strength 41 45

29,3  Principal actuarial assumptions

The actuarial valuation is carried out periodically. The latest actuarial valuation was carried out on 31 December 2015
based on the Projected Unit Credit Method, using the following significant assumptions;

2015 2014
Discount rate per anunm 9.00% 10.50%
Expected return on plan assets Per annum 9.00% 10.50%
Future salary increase rate per annum 8.50% 10.00%

2015 2014

{Rupees in '000)
29.4  The amount recognized in the statement of financial position

Present value of defined benefit ebligation 15,613 13,442
Fair value of plan assets (13,493) (12,001)
Net lability 2,120 1,35]

25.5  Movement in net liability recognized in the statement of financial position
At January 01 1,351 551
Chatge for the vear 1,895 1,283
Contribution to the find made during the year - (2,518)
Actuarial {gain} / loss recognized in other comprehensive income {1,126) 2,035
Al December 31 2,120 1,351

s



29.6

29.7

29.8

29.8.1

29.8.2

20.9

29.10

29.11

Reconciliation ol the present value of the defined benefit obligation

Present vilue ol obligation at 01 January
Current service cost

[nterest cost

Benelits paid

Actuarial loss

Present value of obligation at 31 December

Reconeiliation of (aiv values of plau assets

Fair value of plan asscts at 0L Jamiary
Expected return on plan assets
Contribution received during the year
Benefits paid

Actuarial gain/ (1oss)

Fair value of plan assets at 31 December

Defined henclit cost lor the year
Cost recognized in profit and loss account

Current service cost
Nel interest cost

Actuarial loss cecognized in Other Comprehensive Income

Actuarial loss on obligation

Actuarial (Gain) / loss on plan assets
Actual return on plan assets
Composition of fair value of plan assets

Bank balance

Sensitivity analysis on significant actuarial assumptions

Discount rate: +1%

Discount rate: «1%

Salary increase rate: +1%
Salary increase rate: -1%
Withdrawat rates: +10%
Withdrawal rates: -10%

1 year mortality age set back

I year mortality age set forward

Py

2015 2014
(Rupees in '000}

13,442 9,590
1,733 1,371
1,341 1,199

(1,343) -

420 1,282

15,613 13,442

12,091 9,039
i,199 1,287

- 2,518

(1,343) -
1,546 (753)

13,493 12,091
1,753 1,371

142 (88)
1,895 1,283
420 1,282

(1,546) 753

(1,126) 2,035
2,745 534

13,493 12,091

2015
Present
vilue of

obligation
(Rupees in
0040)
14,211
17,244
17,384
14,716
15,610
15,617
15,6158
15,612



29.12

29.13

30,

30.1

31

Maturity profile of the defined benefit obligation
Year |

Year 2

Year 3

Year 4

Year s

Year 6 and above

2015
Present
value of

obligation
{(Rupees in
'000)

662
701
858
937
1,005
10,999

The estimated charge for the year ending 31 December 2015 is Rs. 1.75 million (2014: Rs. 1.28 million).

DEFINED CONTRIBUTION PLAN

The Branch has maintained an employee provident fund and investments out of provident fund have been made in
accordance with the provisions of seetion 227 of the Companies Ordinance 1984, and the rules formutated for this

purpose. The salient information of the fund is as follows:

Employees' Provident Fund

Size of the fund
Cost / carrying value of investments made
Pereentage of investments made

Breakup of investment
Bank balance

COMPENSATION O GENERAL
MANAGER AND EXECUTIVES

Managerial remuneration

Tax boroe by the Branch

Contribution to defined conltribution plan

Rent, utilities, house maintenance and other allowances
Others

Number of persons

2015 2014
(Rupees in '000)

34,732 30,961
34,732 30,961
100% 100%
34,732 30,961
General Managers Executives

2015 2014 2015 2014
------------------- (Rupees in '000) ~---vmeemmcmuana-

- - 21,999 17,479
12,000 14,285 9,600 13,152
- - 1,624 1,006
4,063 1,909 3,470 1,923
89 162 375 238
16,152 *16,356 37,068 33,798

--------------------- (Numbers) -
1 *2 18 11

) cy . . v ’ . !
The General Manager and some executives have been provided with free use of the Branch maintained cars and
houscheld equipraents in accordance with their terms of employment. The General Manager and Deputy General
Manager has been provided Branch maintained furnished accomodation.

Executives mean employees, other then the General Manager, whese basic salary exceed five hundred thousand rupees in

a financial year.

¥This includes remuneration of Ex-General Manager and current General Manager,

P



33.

{a)

(h)

(¢)

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value of fixed term loans, other assets, other Habilities, fixed term deposits and borrowings cannot be caleulated with
sufficient reliability due to absence of current and active market for such assets and liabilities and reliable data regarding
market rales for similar instruments,

The maturity and repricing profile and effective rates are stated in notes 38.3 and 38.2.3 respeetively.

In the opinion of the management, the Tair valuc of the remaining financial assets and liabilities are not significantly
dilferent from their carrying values

FAIR VALUE HIERARCHY

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

Level |1 Fair value measurements using quoted prices {unadjusted) in active markets for identical assets or liabilities.

Level 2: FFair value measurements using inputs other than quoted prices included within Level | that are observable for thie
asscts or liability, either directly (i.e. as prices) or indirectly {i.e. derived from prices).

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

The Branch does not have any on balance sheet financial instrunent that has been ecarried at fair value. As of 31 December
2015 the Branch has certain foreign exchange contracts (off balance sheet financial instrument) carried at fair value as
follows:

FAIR VALUE 2015
Level 1 Level 2 Level 3 Total
e «.(Rupees in '000)............. !

QIf balance sheet financial instruments
Forcign exchange contracts - purchase - 1,433,290 - 1,433,296
Foreign exchange contracts - sale - - - -

FAIR VALULE 2014
Level | level 2 Level 3 Total

G balance sheet financial instruments

Foreiya exchange contracts - purchase - 702,760 - 702,760
Foreign exchange contracts - sale - 20,168 - 20,168

The valuation techniques used for above instruments are same as disclosed in note 6.1 and 6.11 to these financial
statements. The Branch's policy is to recognize transfers into and out of the different fair value hierarchy levels at the date
the event or change in circumstances that caused the transfer occurred. There were no transfers between levels 1 and 2
during the year.

Firancial idstruments in level |

Currently, no financial instruments are classified in level |

Financial tnsteuments in level 2

Financial instruments included in level 2 comprisc of forward exchange contracts.
Financial instruments in level 3

Currently, no {inancial instruments ave classified in level 3,

I/
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SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES

The segment analysis with respect to business activity is as follows:

Total income

Total expenses

Net incane / (loss)
Segrient assets (gross)

Segment non performing loans

Segment provision required
Segment linbilitics

Segment refurn on assets (ROA)

(%)
Sepment cost of funds (%)

Total income

Total expenses

Net income / {{oss)

Segment assets (gross)

Segment non-performing loans

Segment provision required

Segmoent liabilities

Segment return on assets
{ROAY (%)

Scement cost of funds (%)

TRUST ACTIVITIES

2015
Trading Retail Caommercial  Payment Others Total
and banking banking and
sales scttiement
------------ (Rupees in "0 )-mmmmrmm-
374,969 36,975 191,571 - 4,315 603,830
(318,137) {29,188) (208,310) - (2,902) (558,537)
52,832 7,787 (16,739) - 1,413 45,293
4,144,618 10,930 2,606,241 127,674 17,751 6,967,206
4,684,326 296,605 1,690,970 6,211 127,401 6,805,513
6.83% - 8.51% - - -
4,14% 4.79% 5.73% - - -
2014
Trading Retail Commergial I*ayment Othets Total
and banking banking and
sates settiement
--------------------------------------------- {Rupees ifl '000)----==vemmmmmmmmm e s
345,144 39,253 262,428 - 4,658 651,483
(322,352) (39,927) (258,026) - {4,001} {624,306)
22,792 (674) 4,402 - 657 27,177
1,714,517 24,000 2,370,231 9,643 10,844 4,129,295
1,729,177 255,305 1,933,947 4,561 90,637 4,013,627
9.39% - 11.07% - - -
8.74% 7.00% 8.79% - - -

The Branch is not engaged in any trust activity.
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36.

RELATLED PARTY TRANSACTIONS

The Branch has related party transactions with its Tead Office, other branches, employces' benefit plans and its executive officers. Details of
transaclions with related partics other than those disclosed clsewhere in these finaneial stalcments are as follows:

36.1 Balunces

Deposits

Balance al hcginnilng of the year
Placement/deposits during the yeor
Withdrawals during the year
Baliance at end of the year

Mark-up payable in loeal currency

Transactions during the year

Mark-up / return / interesi expensed

IKey Management

[Tead Office and Branches personncl Retirement Benefits

31 December 3! December 31 December 31 December 31 December 31 December

2015 24104 2015 2014 2015 2014
---------------------- {Rupees in '000)-------meevammmmr oo oo
4,832 5,229 477 2,579 43,051 33,030
1,536,214 3,944,654 2,671 3,333 11,627 11,916
(1,527,788)  (3,945,051) {2,511) (5,435) {6,454} (1,895)
13,258 4,832 637 477 48,224 43,051
- - 11 54 1,285 1,328

31 Deeember 31 December 31 December
2015 20104

31 December 31 December 31 December
2015 2014 2015 2014
2,352

- - 26 141 2,555

[Yeposits carry mark-up rate ranging from 4% 1o [0.5% per annum (31 Deceinber 2014: 7% to 10.5% per annum).

36.2 Qulier transactions and balanees (including profit and loss related transaetions)

Balances with other banks
Interettice borrowings

Mark-up payable in foreign currency
Net payable to defined benefit plan

Cuarantees issucd on behalf of related party

Fransuctions during the year

Interest income on balances with other banks
Interest income an inter office lendings
Interest expense on interoffice borrowings
[nferest expense on interoffiee deposils

Contribution to retirement benefils
Approved geatuity fund
Centributory provident fund

Remmeration of key management personnel

Yl

ey management

Head Office and Branches personnel Retirement Benefifs

31 December 31 December 31 December 31 December 31 Deeember 31 December

2015 2014 2015 2014 2015 2014
{Rupces in '000)
127,674 9,643 . - -
409,814 602899 - - - -
LIS 447 ; . ] .
. - - 2120 1,351
1,616,888 2,033,290 - ] . ]

31 December 31 December 31 December 31 December 31 December 31 December

2015 2014 2015 2014 2015 2014
19 10 . . _ }
1t 6 - . - -

4,201 2,146 - - - .
28 38 - - - -

. L}

; ) ; - A 2,518

) ) ) ) 2,538 2,422

. . - - 2,538 4,940

53,220 30,154




37.

37.1

37.2

CAPITAL ASSESSMENT AND ADEQUACY
Seope of Applications

The Basel-11I Framework is applicabte to the Branch and the Branch has adopted the Standardized approach for Credit and
Market Risk and Basic Indicator Appreach for Operational Risk while using the simple approach for Credit Risk
Mitigation as per SBP guidelines.

Capital management
Objective of capital management:
The objectives and goals of managing capital of the Branch are as follows:

~ to be an appropriately capitalized instilution, as defined by regulatory authorities
- to maintain strong ratings and protect the Branch against unexpected evenls
- to ensure the avaijlability of adequate capital so as to enable the Branch to finance its operations

Statutory minimum capital requircment and management of capital

The State Bank of Pakistan (SBP)} through its BSD Circular No.07 dated 15 April 2009 requires the minimum paid up
capital (free of tosses) for banks / development financial institutions (DFIs) to be raised to Rs. 10 biltion titl the year ended
31 December 2013, However, branches of foreign banks operating in Pakistan are also required to comply with the above
mininwim capital requirement prescribed for the locally incorporated banks / D¥(s. However, those branches of foreign
banks whosc head affices hold a minimum paid up capital of atleast US $ 300 million (free of losses) and have a capital
adequacy ratio (CAR) of atleast 8% or minimum prescribed by their home regnlator whichever is higher and have
prescribed number of branches, are allowed to maintain lower amount with prior approval of SBP. In this regard, the
I3ranch has obtaincd SBP's approval to maintain minimun required capital of Rs. 3 billion (free of losses) effcctive 31
December 2010.

The 1lead Office capital account of the Branch for the year ended 31 December 2015 stood at Rs. 3856.16 million and is in
compliance with the said SBP requirement. In addition, the banks / branches are also required to maintain a minimum
capital adequacy ratio (CAR) of 10% of the risk weighted exposures of the banks / branches. The Branch's CAR as at 31
December 2015 was 83.73% of its risk weighted exposures.

Capital Adequacy Ratio

The capital adequacy ratio of the Branch is subject to the Basel TIT capital adequacy puidelines stipulated by the State Banle
of Pakistan through its BPRD Circular No. 06 of 2013 dated. |5 Angust 2013, These Instructions are effective fromn 31
December 2013 in a phased manner with full implementation intended by 31 December 2019, Under Basel [II guidelines
banks / branches of foreign banks are required to maintain the following ratios on an ongoing basis.

Phasc-in arrangement aod full implementation of the minimum capital requirements

Ratio Year Ason 31

December
2013 2014 ‘ 20145 2016 2017 2318 2019
CLUT T 5.00% 550% | 6.00% 6.00% 6.00% 6.00% 6.00%
ADT 1 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%
Tier 1 6.50% 7.00% 7.50% 7.50% 7.50% 7.50% 7.50%
Total Capilal 10.00% 10.00% 10.00% 10.00% 10.00% 16.00% 10.00%
*CCR 0.00% 0.00% 0.25% 0.65% 1.275% 1,90% 2.50%

l Total Capital plus CCIB 10.00% 10.00% 10.25% 10.65% 11.275% 11.90% | 12.50%

*{Consistipg of CE'TT only)
Branch’s regulatory capital is analyzed into following tiers.

- Common Equity Tier 1 capital (CET1), which includes capital deposited with the State Bank of Pakistan (SBP) and
unreinitted profits,

- Additional Tier 1 capital and Tier 2 capital are also prescribed by SBP but the Branch has no such eligible capital.

A



37.2.1

The required capital adequacy ratio (10% of the risk weighted assets) is achieved by the Branch through fiprovement in
the assets quality at the existing volume level, ensuring better recovery management and maintaining composition of assets
with tow rigk. The total risk-weighted exposures comprise the credit risk, market risk and operational risk. The Branch has
complicd with all externally imposed capital requirements throughout the year. Further, there has been no material change
in the Branch’s management of capital during the year.

The risk-weighted assets ave measured by means of a hievarchy of risk weights classified according to the nature of and
reflecting an cstimate of credit, market and operational risks associated with each asset and counterparty, taking into
account any cligible collateral or goarantee. A similar treatment is adopted for off-balance sheet exposure, with some
adjustments to reflect the more contingent nature of potential future exposure.

The Branch will continue to maintain the required regulatory capital either through its risk management strategics or by
increasing the capital requirements in line with the business and capital needs.

The Branch calculates capital requirement for eredit, market and operational risks using the methodology prescribed by
SR, Basking operations are categorized as either trading book or banking book and risk weighted assets arc determined
according Lo specific requirements of the State Bank of Pakistan that seek to reflect the varying levels of risk attached to ,
assets and off-balance sheet exposures.

The Branch calculates capital requirement as per Basel [T1 regulatory framework, using the following approaches:

Credit risk Standardized approach
Market risk : Standardized approach
Operational risk : Basic indjcator approach

The Branch uses the ratings issued by the Pakistan Credit Rating Agency Limited (PACRA) and JCR-VIS Credit Rating
‘Company Limited (JCR-VIS) for its local currency exposures and ratings issued by Moody’s, S&P, and Fitch for its
forcien ‘currency exposures. These External Credit Assessments Institutions (ECAISs) bave been approved by the State
Bank of Pakistan.

Types of exposures and FCATs Used — 2015 JCR-VIS  PACRA  Moody’s,
Types ol exposures (Local (Local S&P, and
Currency) Currency) Fiteh
(Foreign
\ Currency)
Corporate - X -
[Banks X X X

The Branch prefers solicited ratings over vnsolicited ratings at all times, owing to the greater depree of accuracy (in
general) associated with solicited ratings as compared to unsolicited ratings. Unsolicited ratings may only be uscd in cases
where a solicited rating is not available.

The alignment of the Alphanumerical scale of each agency used with risk buckets is as per the instructions laid down by
SHP under Basel 11T requirements.

Levernge Ratio

The State Bank of Pakistan (SBP} through its BPRD Circular No. 06 of 2013 has issued instructions regarding
mplementation of parallel run of leverage ratio reporting and its components from 31 December 2013 to 31 December
2017, During this period the final-calibration, and any further adjustments to the definition, will be completed, with a view
to set the leverage ratio as a scparate capital standard on 31 December 2018, Banls are required to disclose the leverage
ratio from 31 December 20 15.

The Basel T leverage ratio is delined as the capital mcasure (the numerator) divided by the exposure measure
(Ihedenominator), with this ratic expressced as a percentage:;

[everage Ratio = Tier | capital (after related deductions)
Total Exposure

Asat 31 Necember 2015, Branch’s leverage ratio stood at 23,96% which is well above the minimum requirgment of 3.0%

I p
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Capital Adequacy Ratio {CAR)

Common Equity Tier L eapital (CET1): Instruments and rescrves

! Fully Paid-up Capital/ Capital deposited with SBP

2 Balance i Shace Premivm Account

3 Reserve for issue ol Bonus Shares

4 Dsveunt on Issue of shares

5 General/ Siatulory Reserves

& Gain/(Lesses) on derivatives held as Cash Flow Hedge

7 Unappropriated/unrenitted profits/ {losses)

8 Minority Inlerests arising [rom CET1 capita) instraments issued to third parties by coosolidated bank
subsidiarics (amount allewed in CET1 capital of the consolidation groxup)

G CET 1 before Reguliatory Adjnstinents

10 Tutal regulatwory adjustments applied to CET1 (Note 37.3.1)

1T Conmoen Equity Tier 1

Additional Tier 1 {AT 1) Capital

12 Cualilying Additional Tier-1 capital instruments pius any refated share premium

13 of which: Classilied as cquily

14 ol which: Classified as liabilities

15 Additional Tier-1 eapital inslrunents issned to third partics by consolidated subsidiaries (amount allowed
in group AT 1}

16 of which: instrument {ssued by subsidiaries subject (o phase out

17 AT before regulatory adjustiments

18 Total regulitory adjustment applied to AT capital (Note 37.3.2)

19 Addilional Tier | capital alter regulatory adjustments

20 Additionn! Tier 1 capital recognized Tor eapital adequacy

[ o=

Tier | Capital (CET1 + admissible AT (11+20)

Tier 2 Capilal
22 Oualilying Tier 2 capital instriments under Basel I plus any related share premivin
23 Tier 2 capial instruments subject Lo phassout arrangement issued under pre-Basel 3 rules
24 Tier 2 capital instramenls issued to third parties by consolidated subsidiaries (amount afiowed in group tier
2)
5 ol whieh: instruments isswed by subsidingies subjeet to phase out
6 General provigions or general reserves for loan losses-up to maxinam of 1.25% of Credit Risk Weighted
Assets
27 Revaluation Reserves {net ol laxes)
28 ofwhich: Revaluation reserves on fixed assets
29 of which: Uurealized gains/losses on AFS
30 Foreign txchange Translation Reserves
31 Udiselosed/Other Reserves (if any)
32 T2 before regulatory adjustments
33 Towl eepulatory adjustment applied to T2 capilal (Note 37.3.3)
34 Tier 2 capital {02) after reguladory adjustments

wd

wh

Ticr 2 capilad recognized for capital adequacy

36 Portion of Additional Tier | capital recopnized in Tier 2 capital
Total Tier 2 capital admissible for capital adequacy

38 TOTAL CAPITAL (T + admissible 12) (21+37)

(o]
-1

]

=

Tl Rizl Weighted Assets (RWA) (Note 37.6)

Capital Ratios and bulfers {in pereentage ol risk weighted assets)

40 CETL to total RWA '

41 Tier-1 eapital to total WA

42 Tatal vapitdd to total RWA

43 Bank speciflic buller reuirement {minimunt CETL requirement plus capital conservation bulTer plus any
other buller requirement)

dd o which: capital conservation bufTer requirement

45 of which: countereyclical bufter requirement

46 ol which: 1-S103 ot G-S1B bulTer requirement

4T CETLL available to incet bullers (as a percentage of risk weighted assels)
Nuliond minimum capital vequiremeats prescribed by SBP

A8 CETU minkmum ratio

A6 Tier 1 minimum ratio

/)/;U Total capital minimum ratio
§279

31 December
2015

31 December
2014

(Rupees in '000)

3,856,160 3,716,072
161,693 115,668
4,017,853 3,831,740
10,343 15,129
4,007,510 3,816,611

4,007,510 3,816,611
4,007,510 3,816,611
4,786,420 3,987,426
_ B373% 95,72%
83.73% Y5.72%
¥3.73% 93.72%
600% 5.50%

150% 7.00%,
10.25% 1000




31 Decemeber 2015 31 Decemeber 2014

Amounts

N Amounts subject
subjeet to Pre- ¢ ]

Regulatory Auljastments and Additional Jnfarmation Amount Basel 111 Amount to Pre- Basel 111
(rentment treatment
(Rupees in "000)--—rm-m oo
37.3.1 Commun Fauity Tier 1 eapital: Regulatory adjustments o
1 Goodwill (net of related deferred tax tiability) ‘ - E - ‘ | -
2 Allviker intangibles (net of any associaled deferred tax fiability) 10,343 - 15,129 -
3 Shartfull in provigions against classifted assets - . - R
4 Deferred tax assets that rely an future profitability exeluding
thase ariging from tempecary differences (net of related tax
lLiability) - - - -
3 Defined-benent pension fund net assets - - - -
6 Reciprocal cross holdings in CET1 capilal instruments of
banking, (inaneial and insurance entities . - - .
Cash tlow hedge resesve - - - -
§  Investment in own shares/ CETL fustruments - - . -
9 Securitization gain on sale - - - N
10 Capital shortlall of cegulated subsidiaries - - - -
[l Defieit on accnunt of revaluation from bank’s haldings of fixed
assets/ AIS - - - -
12 [nvestiments in the capital instroments of banking, financial and
insuranee calities that are outside the seope of regulatory
cansolidation, where the bank does not own more then 10% of
the issucd share eapital {anount above 10% threshold)
13 Significant investnents in the common stocks of bunking,
tinaucial and insurance enlitics thal are putside the scope of
regulalory consalidalion (amount above 10% threshold) - . - -
1 Delerred Tax Assets arising from tempozary dilferences (omount
ahove L0% threshold, net of refated tax labifity) - - - -
15 Amount exceeding 15% threshold - - - -
G of wiich: significant investments in the cotnmon stoeks of
financial enlitics - - - .
17 ol which: delerred 1ax assets arising from temporacy differences - - - -
18 Nationul specifie regulatory adjustnents applied 1o CET] eapital B - - -
19 lnvestments in TFCs of olher banks exceeding the prescribed limit - - - -
20 Any other deduction specificd by SBP {mention details) - - - -
21 Adjustment 1o CETT due to insutficient AT and Ticr 2 ta cover
declucuons - - - -
22 Total vregulatory adjustments applied to CET1 10,343 - 15,129 -
3732 Additional Tier-1 & Tier-1 Capital: regulatorvy ndjustments -
23 Investment in mutual funds exceeding the prescribed Limit [SBP
specilic adjnsiment] - ' - . .
24 Tnvestment in gwn AT capital instruments - - - -
25 Reciprocal cross holdings in Additional Vier | capital
mstripnents of banking, Anancial and insuranee cntities - - - -
20 Investinents in dhe capital instruments of banking, financiai and
insuraitce entities that arc owtside the scope of regulatory
censolidation, where the bank does not own more than 0% of
the issucd share capital (imount above 10% threshaldl)
27 Signilicant investmenls in the capilal instruments of banking,
financiat and insurance eotities that are outside the scope of
regulatory consolidation - - . -
28 Portion of deduction applicd 50:50 to Tier-1 and Tier-2 capital
based on pre-Basel 111 treaiment which, during transitional
pertod, remain subjeet to deduction from addilional tier-1 capital
® - - - -
20 Adjustinents to Additional Tier 1 due o msulTicient Tier 2 (o
cover deductions - - . .
30 Fotal regulatory adjnstment applicd to AT capita) - - - -

Md




31 Deeemeber 2015 31 Decencher 2014

Repulatory Adjustments and Additional Taformation

3733
3]

32

34

36

37.3.4

(i}
(in)
(iiiy

(iv)

38
19
40

d]

44

Tier 2 Cupital: regulatory adjustorents

Amoaunts
subject tn Pre-
Basel 111
treatment

Amounts subject
te Pre- Bascl [11
treatment

Amount Amount

Puortion of dedoction applicd 50,50 w Tier-1 and Tier-2 capital
baged on pre-Rasel H treatmient whicl, daring transilional
perod, remain subjeet 1o deduction from tier-2 capital

[Reciprocal eross holdings in Tier 2 instruments of banking,
lirancial and insurance entities

fvestanent in ovva Tier 2 capital instrument

Investients in e capital instruments of banking, {financial and
insurance entitics that are outside the scope of regulalory
consalizlation, where the bank docs not ows mere than 10% of
the ssuci share capital (amount above 10% threshold)

Sigailicmtt irvestments in the ¢apital instraments issued by
bankiog, linanciad and insurance entilies that are outside the
scope of regnlatory consclidation

Totak regulatory pdjustment applicd to T2 eapital

Adlditional InTormation

Risle Weighted Asscts subject to pre-Basel 11 treatment
Risk weighted assets in respeet ol deduction items (whicl

during the wansitional period will be risk weighted subjeet to Pre-
Dasel 131 Treattent)

ol which: delerred tax asscts

ol which: Defincd-benetit pension fund net assets

ol which: Recoprized portion of investment i capital of
banking, financial sl insurance endities where holding is less
than 16% of 1he issued common share capital of the entity

ol whichi: Recognized partion ol fuvestment w capital of
bankiui, tinancial and insurange entities wherc holding is more
than 10% ol the fssucd common share capital ol the entity

Amounts below the thresholds for deduction (helore risk weighting)
Non-siguificant investments in the capilal of othec Minancial entitics
Signilicant investmests in the common stock ol finaocial entities

31 December
2014

J1 Deecmber
015
Rupees in "800

Deferred tax assets arising [rom temporary differenees {nct of refated tax liability) - -

Applicable caps on the inclosion of provisions in Tier 2
Provigions eligible for inclugion in Tier 2 in respecl of exposures
subject to standardized approach (prior to application ol cap)

Cap on inclusion of provisions {n Tier 2 under slandardhizecd
approach

Pravisions eligible Tor inclusion in Tier 2 in respeet of exposurey
subject o internal ratings-based approach (prior to apphcation of
cap)

Cap tor inclusion ol provisions in Tier 2 under inlernal ratings-

based approach

ﬂ%"‘r




Capital Stroeture Reconciliation

Balance sheet as in

Under regulatory

‘ Ref

Pp

Tuble: 37.4.2 (Step 2) published finaneial seope of
statements consolidation '
As at 31 December  As at 31 December
2015 2015
Assets
Cash and balances with (reasury banks 4,233,157 4,233,157
Balanced with other banks 127,674 127,674
Lending to {inancial institulions 3,741,212 3,741,212
[nveshments - -
afwhich: Non-significant capital investnents in capital of other ) } a
Sfinancial institutions exceaeding 109 threshold
of which: significant capital investmenis it financial sector enlifies . ) b
exceeding regulatory threshold
ofwhich: Mitual Funds exceeding regulatory threshold - - c
ofwhich: reciprocal crossholding of capital instrument - - d
of which: others (CAP 2 decuctions under Basel 1 (30% from Tier-1 and ) ) .
i0% from Tier-2) )
Advanges 2,589,396 2,589,396
shortfall in provisions/ excess of total EL amount over eligible ) ) F
provisious wider IRD
general provisions reflected in Tier 2 capital - - g
Fixed Asscts 61,442 61,442 )
ofwhich: Goodwill - - i
of which: Intangibies 11,534 11,534 k
Deferred Tax Assets - -
of which: DTds excluding those arising from temporary differences - - h
of which: DTy arising from temporary differences exceeding regulatory i
thireshold i )
Other assets 70,485 70,485
af which: Goodwill - - |
of which: Intangibles - k
of which: Defined-benejit pension fimd nei assets - - !
Total assets 10,823,366 10,823,366
Liabilithes & fquity
Rills payable 6,201 6,211
Borrowings 1,409,814 1,469,814
Depasits and ether accounts 5,223,318 5,223,318
Sul-ordinated loans -
af wlich: eligible jor inclusion in ATI m
of which: eligible for inclusion in Tier 2 n
[.iabilitics against asscts subject to Ainance lease -
Delerred tax labilities 4,451 4,451
af which: DTLs related to geodwill D
af which: DTLs relared to intangible assels 1,197 {1,191 p
af whick: DTLs related to defined pension find net assets q
afwhich: other deferred lax liabilities r
Other liabilities 161,719 161,719
Total liabilities 6,805,513 6,806,704




374 Capital Structure Reconciliation

Table: 37.4.1 (Step 1)

Balance sheet of the

published financial
statements

Under regulatory
scope of
consolidation

Assels
Caste and balances with treasury banks
Balanced with other banks
Lending to financial institutions
lnvestiments
Advanees
Operating fixed assets
Delerred tax assets
Other assets
Tolal assets

Liabilities & Equity
13ills payable
Busrowings
Deposits and other accounts
Sub-ordinated loans

Iiabilities against assets subject to finance lease

Deferred tax linbiities
Other liabilitics
Total liahilities

Share capital/ Head office capital account

Reserves

Unappropriated/ Unremitted profit/ (losses)

Minority Interest

Surplus on revaluation of assets
Total equity

Total liabilities & equity

iy

31 December 2015

31 Deeember 2015

4,233,157 4,233,157
127,674 127,674
3,741,212 3,741,212
2,589,396 2,589,396
61,442 61,442
70,485 70,485
10,823,366 10,823,366
6,211 6,211
1,409,814 1,409,814
5,223,318 5,223,318
4,451 4,451
161,719 161,719
6,805,513 6,805,513
3,856,160 3,856,160
161,693 161,693
4,017,853 4,017,853
10,823,366 10,823,366




Share capital
of which: amownt eligible for CET!
of which: amount eligible for AT
Diseount on issue of right shares

Reserves
ofwhich: portion eligible jor nelusion in CET:Statutory Reserves

ofwhich: portion eligible for inclusion in Tier 2
Converlible prelerence shares
Accunmulated Profits / (losses)
Minority Interest
of which: portion eligible for inclusion in CET{
afwhich: portion eligible for inclusion in AT
afwhich: portion eligible for inclusion in Tier 2
Surplus on revaluation ol assels
afwhich: Revaluation reserves on Properly
ofwhich: Unrealized Gains/Losses on AFS
hi case of Deficit on revaluation (deduction from CETL)
Total liahilities & Equity

As at 31 December

As at 31 December

2015 2015
3,856,160 3,856,160
3,856,160 3,856,160

161,693 161,693
4,017,853 4,017,853

Component of

[ator
n '::lg:lc :rltid b Source based on
Table: 3741 apr l)'lplk Y reference number
ar
Step 2
(amount in thousand from Step
PKR)

Commaon Equity Tier 1 eapital (CET1): Instruments and reserves
I Fully Paid-up Capital/ Capilal deposited with SBP 3,856,160
2 Balanee in Share Premiv Account - (s)
3 Rescrve for issue of Bonus Shares -
4 Ceneral/ Statutory Reserves - )
5 Gainf{Losses) on derivatives held as Cash Flow [edge -
¢ Unapproprialed/unramiited profits/(losses) 161,693 (w)
7 Minarity Intecests arising from CETT capital instruments issued to third

party by consolidated bank subsidiaries (ameunt allowed in CET1 capital of - x)

tlie consolidation group)
8 CIF 1 helfore Regulatory Adjustiments 4,017,853

Commaon Equity Tier 1 capital: Regulatory adjustments
9 Goodwill (net of related deferred tax liability) - (i) - (o)
10 Al other intangibles (net ol any associated deferred 1ax lability) 10,343 ) -(m
11 Shottall of provisions against classificd assets - )]

12 Deferred tax agsets that rely on future profitability excluding those arising
from temporary differences {net of related tax lability)

13 Delined-benelit pension fund nel assets

14 Reciprocal cross holdings in CETL capital instruments

13 Cash Now hedge reserve

6 [nvestment in own shares/ CETE instruments

17 Scowritization gain on sale

18 Capital shortfall of regulawed subsidiaries

19 Deficit on account of revaluation [rom bank’s haldings of property/ AFS

20 Tonvestments in the eapital instruments of banking, financial and insurance
enlitics that are outside the scope ol regulatory consolidation, where the bank
dewes not own more than 10% ef the issued shace eapital (mmount above 10%
threshold)

{(hy-(r} *40%
{()-{Q} *a0%

(&)

{ab)

(a) - fac) - (ae)

N oMM

aa



2

23
24

23
26
27
28

29
30

3

36

Significant investments invthe capital fnsteuments issued by banking,
financiad and insurance entities that are outside the scope of regulatory
consolidalion {amount above 10% threshold)
Delerred Tax Assets arising from temporary differences (amount above 10%
thresholdd, net ol related tax liability)
Amount gxceeding [5% threshold

of which: significant investments in the common stocks of financial
entities

of whicgh: deferred 1ax assets arising from temporary diffcrences
Nalional specilic regulatory adjustments applied to CETI capital

Investment in TFCs of other banks excecding the prescribed limit

Any other deduetion specilied by SBP (mention details)
Regulatory adjustment applied to CETH due to insufficient AT1 and Tier 2 to
cover deductions
Total regulatory adjustments applied to CET1 (sum ol'9 to 23)
Commun Equity Tier 1

Additivnal Tier I (AT 1) Capital

Qualitying Additional Tier-[ instruments plus any related share premium

of whicl: Classified as cquity

of which: Classified as liabililies
Addilional Tier-t capital instruments issued by consolidated subsidiaries and
held by third parties (amount allowed in group AT 1)

of which: instrument issued by subsidiarics subject to phase out
AT1 before regnlatory ndjusbiments

- (b) - (ad) - (af}
- (0
10,343
4,007,510
- 0
- (m)
. (v}

Tabile: 37.4.4

Component of
vegulatory
capital reported by
bank
{(amount in thousand

Source based on
reference number
from Step 2

PKR)

Additional Tier 1 Capital: regulatory adjustments

7
38

39
40

A4

46

fivestment in mutval funds exceeding the prescribed limit (SBP specifie
acjustment}

Investment in own AT capital instruments

Reeiprocad cress holdings in Additional Tier | capital instruments
lovestments in the capital instruinents of banking, financial and insurancs
entities that are outsick the scope of regulatory consolidation, where the bank
does net own more than 10% of the issucd share capital (amount above 10%
threshold)

Significant investments in the capital instruments issued by banking,
financial and insurance enlities that arc outside the scope of regulatory
consolicdation

Partion of deduction applied 50:50 to core capital and supplementary capital
based an pre-Basel 11 treatment which, duging transilional period, remain
subject to deduetion from tier-| capital

Regulatory adjustments apphed to Addinanal Fier | due to insufficient Tier
2 lo cover deductions

Tolal of Regulatory Adjustment applicd to AT1 capital

Additional Tier | capital

Adlditional Tier 1 eapital recognized tor capital adequacy

Ticr I Capital {CETT + admissible AT1)

pip

{ac)

(ad)

4,007,510




Table: 37.4.5

Component of
regulatory
capital reported by
bank
(amaount in thonsand
PKR)

Source hased on
referenee number
from Step 2

47
48

49

59
60
61

63
od
05
66
67

PHp

Tier 2 Capainl

Qualilying Tier 2 capital instruments under Basel i1
Capital instruments subject to phase out arrangement from ticr 2 (Pre-Basel
[l instruments)
Tier 2 capilal instruments issued to third party by consolidated subsidiarics
(amount allowed in group tier 2)
ofwhich: instruments issued by subsidiarics subject to phase out
General Provisions or peneral reserves for loan lesses-up to maxinum
of §.235% of Credit Risk Weighted Assels
Revaluation Reserves eligible for Tier 2
ol whicth: portion peetaining to Properly
of which: portion pertaining to AFS securitics
Foreign Exchange Translation Reserves
Undisclosed/Other Reserves (i any)
12 betore regulatory adjustments

Tier 2 Capital: regulatory adjustmenty

Partion of deduction applied 50:30 to core capital and supplementary capital
based on pre-Dasel 111 treatment which, during transitional period, reinain
subject o deduction from tier-2 capital

Iteciprocal cross holdings in Tier 2 instruments

Investment in own Tier 2 capital instrument

fnvestments in the capital instruments of banking, financial and insurance
entities that are outside the seape of regulatory consolidation, where the bank
does not own more than 10% of the issued share capital (amount above 10%
threshold)

2 Significant investments in the capital instruments issued by banking,

financial and insurance entities that are outside the scope of regulatory
consolidation

Amawnl of Regulatory Adjustment applicd to T2 capital

Tier 2 capital (T2}

Tier 2 capital recagnized [or capital adequacy

Fxcess Addilional Tier 1 capital recognized in Tier 2 capital

Tolal Tier 2 capital admissible Tor capital adequacy

TOTAL CAPITAL (T1 + admissible T2)

{g)

portion of (an}

(vi

(ac)
(af)

4,007,510




37.5  WMain Features Regulatory Capital Instrument

VEain Features

10

Il
§2

A

2

b4

13
16

17
I8
19
20

=)

WL LI L Ll B
EE R N =

[ssuer

Unique identifier (eg KSE Symbol or Bleomberg identifier ste.}
Governing law(s} of the instrument
Regulatory treatiment

Transitional Basel TH rules

Post-transitional Basc! 1T rules

Eligible at solo/ group/ group&solo

[nstrument type
Amaount recognized in regulatory capital {Currengy in PKR thousands,
as of reporting date)

Par value of instrument
Accounting classification
Original date ol issuance
Perpetual or dated
Original maturity date
Issuer call subject to prior supervisory approval
Optional call date, contingent call dates and redemption amount
Subsequent calkt dates, if applicable
Coupons / dividends
Fixed or floating dividend/ coupon
coupon rate and any related index/ benchiark
Existence of a dividend stopper
Fully discretionary, partially discretionary or mandatory
Existence of step up or other incentive to redeem
Noncumulative or cumulative
Convertible or non-convertible
If convertible, conversion trigger {s)
Il convertible, fully or partially
If convertible, conversion rate
If convertible, mandatory or optional conversion
[F convertible, specify instrument type convertible into
[t convertible, specify issucr of instrument it converts into
Write-down feature
[ write-down, write-dowi trigger(s)
1M write-down, full or partial
[f wrile-down, permanent or temporary
If temporary write-down, description of write-up mechanism

Position in subordination hierarchy in liguidation (specify instrument
type immediately senior to instrument

Non-compliant transilioned features

[l yes, specify non-compliant features

Common Equity

The Bank of Toleyo -
Mitsubishi UFJ

State Bank of Pakistan

Common Equity Tier]
Common Equity Tier [
Solo

Head office capital Rs,
{Thousand) 3,856,160



37.6 sk \Weighted Assels

The risk weiglted agsets to capstal ratio, caleulaled in accordance with the State Bank of Pakistan’s guidelines oo capital adeguacy was as follows:

Credit Risk
Portloling subject 1o standardized approach
On-Balanee sheel

Cish and Cash Hquivalenls

Claims on Government of Pakistan

(Federal or Provingial Governments) and SBP, denominaled in PKR

Foreign Currency claims on SBE arising out of statulory obligations
of banks i Pakistan

Claims on olher sovercigns aod on Government of Pakistan or
provincial governments or SIIP denominated in currencics other
than 'KR

Claims on Bank lor [nlernational Seitlements, [nlernational
Monctary Fund, European Cenlral Bank, aud Evrepean Community

Claims on Multilateral Development Banks

Clais on Public Sector Entitics in Pakastan

Claims on Banks

Claims, denominated in forcign corrency, on banks with original
malurity of 3 mousths or less

Claims on banks with eriginal matuvity of 3 months or less
denomunated in PKR and funded in PKR

Claims on Corperates {excluding equily exposures)

Clais catcgorized as reuil portfolio

Claims fuily securecl by residential property (Residential Mortgage
Finanee as <letined e Scetion 2.1)

PPast Due laans:

Listed Eguily investments and regulatory capital instruments issued
by othet hanks (other than those deducted {rom capital) held in the
banking book.

Uniisted equity investments {ether than that deducled [rom capilal)
held in banking book

Signiticaul investment and DTAs above 15% threshold

Fixed isscts

Claims on all fixed assets under operating lense

All olher assets {exciuding markup reccivables)

OIT-Balance sheet
MNon-market related
Market related

Equity Expnsure Risl iu the Banking Boolc

Murker Risk
Capual Requirement for portfolios subject to Standardized Approach

lsnerest rate risk
Eauity poation risk

Foreign Exchange risk

Operational Rivk

Capital Adequacy Ratios

CETT to (ot RWA
Ticr-1 capital o wtal RWA
Teal capital Lo total RWA

DAza

Capilal Requirements

Risk Weighicd Assets

2015 2014 2015 2014
--------------------------- (Rupees in "000)
12,755 24,285 127,549 242,851
2,554 193 25,535 1,929
62,310 4,199 623,096 41,991
251,299 230,132 2,512,988 2,304,319
247 515 2,470 5,147
297 54 2,973 541
1,991 5,541 49,908 55,409
1,761 2,613 17,606 26,134
336,214 267,832 3,362,125 2,678,321
94,823 84 843 948,227 | | 848434
352 131 3,523 | 1,308
95,175 84,974 051,750 849,742
431,389 352,806 4,313,875 3,528,063
2,417 | 2,080 24,169 20,800 |
274 2,103 2,738 21,025
2,691 4,183 26,907 41,825
44,564 11,754 445,638 417,538
478,644 398.743 4,786,420 3,087,456
2015 2014
Requived Actual Required Actual
6.00% 83.73% 5.50% 05.72%
7.50% 83.73% 7.00% 05.72%
10.25% 83.73% (0.00% 95.72%



38.1.1

38.1.2

e

RISK MANAGEMENT

The Branch is primarily subject to credit risk, market risk, liquidity risk and operational risk. The General Manager of
the Branch has the overall responsibility for the management of those risks, The policies and procedures for managing
these risks are outlined below. The basic premise of risk control and management is to comprehensively control and
manage the risks of the Branch using a uniform standare approach as much as possible. The objective of comprehensive
risk control and wanagement is to provide the basis for the achievement of stable profit balanced with risk, achievement
of an appropriate capital structure, appropriate allocation of resources, and other goals, by identifying / recognizing,
evatvating / calculating, controlling and monitoring / reporting all risks.

Credif risk

Credit risk is the risk of sustaining a loss due to reduction or termination of the value of assets (inciuding off-balance
sheel assets), caused by an obligor's deteriorated credit standing or default of agreement.

The Branch's credit cvaluation system comprises of well designed credit appraisal, sanctioning and constant review
procedures for the purpose of emphasizing prudence in its lending activities and ensuring quality of assets portfolio. The
objectives of credit cvaluation system are te keep credit risk exposures within perinissible level relevant to the Branch’s
risk capital, to maintain the sonndness of assets and to ensure returns commensurate with risk. Special attention is paid to
the management of non-performing loans if any, which would be closely monitored both at the Branch's level as well as
its Head Office level. A "Close Watch" mechanism is in function which identifies early warning signals of loans and
adlvances becoming non-perforiing.

The Branch has inplemented its own internal risk rating system for the credit portfolio, as per guidelines of the State
Bank of Pakistan, which are further approved by the HMead Office, Credit ratings by external rating agencies, if available,
are also considered.

The Branch constantly examines its total creclit exposures and considers analytical and systematic approaches to its credit
strueture categorized by group and industry,

Concentration of eredit and deposit

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party
to incur a financial loss. Credit risk is monitored, reviewed and analyzed by Asset Liability Management Committec
(ALM), which has established credit lines and credit limits to control exposure to counter parties.

Out of the total financial assets of Rs. 10,746.18 million (2014: Rs. 7,746.96 million), the financial assets which were
subjeet 1o credit risk amounted te Rs. 6,513.02 million (2013: Rs. 3,748.93 million). To manage credit risk the Branch
applies credit limits to its custemners and obtains adequate collateral.

Segmental information

Segmental information is presented in respect of the class of business and geographical distribution of advances,’
deposits, contingencies and commitments.



38.1.2.1 Sepments by class of business

Automobiles and Transportation
equipment

Chemical and Pharmaceuticals
Construgtion

Llectronics and electrical appliances
Financial

Individuals

Paper and Board

Wholesale and Retail Trade

Others

Automobiles and Transportation
equipment

Chewmical and Pharmaccuticals
Construction

Flectronics and electrical appliances
Financial

Individuals

Paper and Board

Wholesale' and Retail Trade
(Others

Al

2015
Advances (gross) Deposits C()(;‘;:::ﬁil::;:zi?snd
{Rupees Percent {Rupees Percent {(Rupees Percent
in '000) (%) in '004) (%) in "000) (%)
624,600 24,12 457,901 8.77 538,107 14.85
1,577,472 60.92 3,503,336 67.07 25,742 071
- - 14,354 027 - -
- - 474 om - -
130,586 5.04 - - 3,050,184 84.18
16,339 .63 286,454 5.48 - -
393 0.02 - - - -
- - 06,511 1.85 - -
244,000 9.27 864,288 16.55 09,366 0.26
2,589,396 100.00 5,223,318 100.00 3,623,399 100.G0
2014
Advances (gross) Deposits ('Og:)l:f:;i:z;nd
{Rupees Percent (Rupees Percent {Rupees Percent
in '000) (%) in '000) (%) in '000) (%)
602,409 29.35 1,455,667 44,50 447,940 13.78
1,310,405 58.06 1,003,399 30.67 35,632 [.10
- - 7,807 0.24 - -
- - 199 0.01 - -
565 0.02 - - 2,756,218 84.81
8,398 0.37 253,134 7.74 - -
275,324 12,20 . - - -
- - 43,868 1.34 - -
- - 507,125 15.50 10,050 031
2,257,101 100.00 3,271,199 100.00 3,249,880 100.00




38.1.2.2  Sepment by sector

2018
Advances Deprosits Contingeuncies and
eommitments
(Rupees Pereent (Rupees Percent {Rupees Percent
in '000) (") in '000) (%) in '000) (%)
Public / government - - 195 0.01 - -
Private 2,589,396 100.00 5,223,123 99.99 3,623,399 100.00
2,589,396 100.00 5,223,318 100,00 3,623,399 100,00
2014
Advances Deposits Contingencies and
(gross) commitments
(Rupees Percent (Rupees Percent (Rupees Percent
in '000) {%9) in '000) (%) in '000G) (%)
Public / government - - 196 0.01 - 0.00
Private 2,257,101 100.00 3,271,003 99.99 3,249,880 100,00
_ 2,257,101 100.00 3,271,199 100.00 3,249,880 100.00
38.1.2.3  Geographical seginent analysis
2015
Profit Total Net assets Contingencies
before assets employed amd
taxation cinployed ecommitments
s {Rupees in '000)
Pakistan 62,765 10,823,366 4,017,853 3,623,399
Asia Pacilic (including Sonth Asia) - - - -
Farope - - - -
United States of Ameriea and Canada - - - -
Middle East - - - Lo
Others " - - .
62,705 10,823,366 4,017,853 3,623,399
2014
Profit Total Net assefs Conlingencies
before assels employe and
taxation employed commitments
(Rupees in '000)
Pakistan 69,001 7,845,367 3,831,740 3,249,880
Asia Pacific (ineluding Soulh Asia) - - - -
Furope - - - -
United States of America and Canada - - - -
Midklle Last . - “ -
Qthers - - - -
69,001 7,845,367 3,831,740

ala

3,249,880



38.2.1

Marlet risik

Market risk is the risk of sustaining a loss due to a change in the price of assets or liahilities held (including off-balance
sheet assets and liabilities) resulting from changes of risk factors like interest rates, exchange rates, equily prices,
commodity prices and others. Market tHquidity risk is that of sustaining a loss due to inability to trade required quantities
at a reasonable level, due to market turmoil or a lack of trade velume in the market.

With the full understanding that market risk is unavoidable in the Branch'’s business activities and that rapid handling of
it is requived, the Branch has a very effective system to manage and control market risks. In managing and controlling
market liquidity risks, each product's market scale and market liquidity has always been sufficiently considered, to
prevent any inability to cancel or reduce positions when necessary.

The Branch uses the Standardized Approach to caleulate capital charge for market risk as per Basel I regulatory
framework, Details of capital charge for market risk are given in note 37.6,

Foreign excliange risk

Foreign cxchange risk represents exposures to changes in the valucs of current holdings and future cash flows
denominated in foreign currencics. The potential for loss arises from the process of revaluing foreign currency positions
in rupce terms. The Branch's foreign cxchange risk is limited to future cash flows in foreign currencies arising from
foreign exchange transactions and transiation of net open position in forcign currencies. Forward contracts are used to
mitigate foreign exchange risks, the Branch however remains exposed to such risk to the extent of net open position.

2015
Assets Liabilities Off-baiance Net foreign

and Head sheet cHrrency
Office capital

items cxposure

(Rupees in "000)-v—wuumnaun

Pakistan rupee 10,625,164 9,217,915 (1,433,296) (26,047)
United States dollar 192,233 1,602,216 1,433,296 23,313
Great Britain pound : (,428 - - 1,428
Singapore collar 197 - - 197
Japanese yen 4,255 3,235 - 1,020
Euro 85 - - 85
Other currency 4 - - 4

W ?4 10,823,366 10,823,366 _ - -



Pakistan rupee
United States dollar
Great Britain pound
Singapore dollar
Japanese ven

o

Other currencies

38.2.2 Yield /interest rate risic

2014

Assets Liabilities and Off-balance Net foreign
Head Office sheet currency
capital items exposure
------------------------- (Rupees in "000) ~-—wmrmmemommemam oo e
4,047,730 3,385,854 {682,592) (20,716)
76,638 739,937 682,592 19,293
507 - - 507
95 - - 95
3,716,270 3,719,576 - (306}
1,124 - - 1,124
3 - - 3
7,845,367 7,845,367 - . -

Interest rate visk is the risk of loss from adverse movemcents in interest rates. The Asset Liabitity Management Comnmittee
(ALM) monitors and manages the interest rate risk with the objective of limiting the potential adverse effects on the
profitability of the Branch arising from fluctuation in the market interest rates and mismatching or gaps in the amgunt of

financial assets and financial liabilities in different maturity time bands.

The Branch's interest rate exposure is calculated by categorizing its interest sensitive assets and liabilities into various
time bands based on the earfier of their contractual repricing or maturity dates.

Yicld / interest rate risl in the Banking Book

The Branch holds financial assets and financial liabilities with ditferent maturities or repricing dates and linked to
different benchmark rates, thus creating exposure to unexpected changes in the level of interest rates. Interest rate risk in
the banking book refers to the risk associated with interest-bearing financial instruments that are not held in the trading

book uf the Branch.

Repricing gap analysis presents the Branch’s intcrest sensitive assets {ISA) and interest sensitive liabilities (ISL},
categorized into various time bands based on the earlier of their contractual repricing or maturity dates. Deposits with no
fixed maturity dates are included in the lowest, ong-month time band, but these are not expected to be payable within a
one-month period. The difference between [SA and ISL for each time band signifies the gap in that time band, and
provides a workable framework for determining the impact on net interest income,

The Branch reviews the repricing gap analysis periodically to monitor and manage interest rate risk in the banking book.

Pp



3

8.2.3

Mismatch of interest rate sensitive assets and linbilites

Firancial instruments

Assels
Cash and balances with

treasury banks
Balances with other banks
Lendings te financial institutions
Advances

Other assels

Liabilities

Bills payable

Borrowings

Depasits and other aceonats

Other lisbilities

On-balance sbeet gap

Off-balance sheet Ananeial instruments

Effcctive
yield /
interest

rite

0.08% - 1.25%
5.3% - 63%

3% - 11.07%

0.47% - 0.81%
4% - 10.5%

Comanitments in respect of forward exchange

contracis - purchase

Commitments in respeet of forward exchange

conrtracts - sale

Off-balance sheet gap

Taral yield / interest risk sensitivity gap

Cuinulative yield / interest risk sensitivity gap

2013
ot Exposed o viel! Jinterest risk Not exposed
Upto !l Over 1 Over3 Over 6 Over 1 Over2 Over3 Overs Above o yield
monils to3 manths to months to o2 03 s to 10 10 vears interest
months 6 months 1 year yedars YLars years Tute
e (R pees T 0 Yoo e
4,233,137 49,528 - - - - ; 4,183,629
127,674 127,674 . . . . B
3,741,212 3,111,986 289,554 339,672 . 3 . .
2,589,396 1,444,592 650,337 130,303 83,104 119,556 61,723 3,728
34,741 - - - - - -
10,746,180 4,734,080 919,891 470,175 85,104 119,556 61,723 95,718 1,183 366 4238570
6,211 - - - - - - - 6211
1,409,814 104,741 209,482 1,093,591 - - - - -
5,223,318 4,744,603 75,100 700 - 5,000 - - 397.83%
136,237 - - - - : - - 136,237
6,775,580 4,849,404 284,582 1,096,291 - 5,000 - - - - 540,303
3,970,600 {115324) 635309 (626,116} 85,104 114,356 61,725 95,728 1,185 366 3,698,067
1,433,296 - - - - - - - - - 1,433,296
1,433,296 - - - - - - - - - 1,433,296
{113,324 653,309 (626,116} 53,104 114,536 61,725 93,728 1,135 366
{115.324) 539,985 {86,131} (1,027) 113,529 175,234 270,982 272,167 272,533




Financial instraments

Assets

Cash and balanees with
treasury banks

Balances with other banks

Lending to finencial insti:ations

Advances

Orirer assers

Liabilitics

Bilis pavable

Borrawmgs

Depasits and other accounts

Orher labilities

On-brlance sheet gap

Qif-balance sheet financial instruments

2014

Etlective
yield /s
interest

rate

0.07%~ 1.75%
9% - 10.25%

4% - 11.93%

031%-0.37%

7% - 10.3%

Commitments in respeer of forward exchange

contracts - purchase

Commitments in respect of forward exchange

contracts - sale

Off-balance sheet gop

Total yield / interest risk sensicivity gap

Cumulative yield / imerest risk sensitivity sap

D

Towl Exposad to yield / inteyest risk INot exnosed
Upo | Over 1 Over ? Qver 6 Quer 1 Over 2 Oreer 3 Over 3 Above to yield /
menth 03 months 10 nonths (o 02 w3 o) w0 10 10 vears interast

months 6 monzhs 1 yeur yrars years years ratg
(Rupees n ‘Gl .
4.016,022 45989 - - 1 - - .
9643 9,643 . - - . - - .
1,408,414 897,317 205,429 303,468 - - - - -
2257101 2,052,183 292 439 53,030 2,175 1,290
73,776 - . l - . 3
7.764 936 303,907 55,030 2,173 1,290
4,361 | S -]
602 899 301,448 - -
3271198 1428 | 300,009 -
107,013 - ) ]
3,985,674 2507227 438,439 302,877 300,000 - - - -
3,779,282 478,105 (232.718) 3,030 (244 ,970) 109,923 39,373 2175 1,290 395 3,606,678
70,760 : - . - - - - - - 702,760
20,168 - - - - - - - - - 20,168
682,592 . . - - - - - - - 682,592
478,105 (232718) 3,030 (243,970} 109,923 33,373 175 1,290 396
478,105 245387 248,417 3447 113,370 168,743 170,918 172,208 172,604




Yield risk is the risk of decline in earnings due to adverse movement of the vield curve.

Interzst rate risk is the risk that the value of the financial instrument will fluctuate due to changes in the market interest rates.

2013 2014 2014 2013
(Rupees in '000) {Rupees in 'G00)

Reconeiliation to total assets Reconciliation to total liabilities
Balance as per balance sheet 10,823,366 7,845,367 Bulance as per balance sheat 6,805,513 4,015,627
I.ess: Non-financial assets Less: Non-financial liabilities
Operating fixed assets 61,442 70,538 Other [{abilities 25,482 | 22,013
Qther assets 13,744 9,873 Deferred tax liabilities 4,451 3,940

7,186 80,411 29,933 27,933
Total financial assets 10,746,180 7.764.956 Total financial labilitics 8,773,580 3,983,674

1A




38.3

38.3.1

Liquidity risk

Liguidity risk is the risk caused, among others by the inability of the Branch t¢ sattle liabilities at due date, The liquidity risk policy is formulated keeping in view State Bank's guidelines on
risk management and best market practice. In case of any conflict between any provision of this policy and uny regulation for the time being in foree, the regulation in force witl prevail.

Ootectives of our liquidity man:
eifecting ability ro raise funds and (iii) resorting to sale of assets.

Maturities of assets and liabilities - based on contractual maturity

11t 15 10 ensure that the Branch is able to honour all its {inancial commitments on an ongoing busis without (i) cffecting the cost of funds (i) adversely

2015
Total Upto L Over 1 Over 3 Qver Overl Over 2 Over3 Over s Above
manth to3 to 6 6 months to 2 to 3 to 3 io 10 10 years
motths months to 1 year years years yeurs Years
(Rupees in *000)
Assers
Cash and balances with i 7 7
treasury banks 4,233,157 376,597 - - - - - - - 3,856,160
Balances with other banks 127,674 127,67 - - - - - - - -
Lending to financtal
institutions 3,741,212 3,111,986 289,554 339,672 - - - - - -
Advauces 3,589,396 [ | 1,444,892 630,337 130,503 85,104 119,556 61,725 95,728 1,185 366
fiperating fixed assets 61,442 1,715 3,160 4,740 9,480 13,799 11,126 11,928 5494 -
Other assets 70,485 48,152 | | 12,094 4,616 1,146 79 79 158 158 4,003
10,823,366 5,111,416 955,145 479,531 93,730 133,434 72,930 107,814 6,837 3,860,529
Liabilities
Bills payable 6,211 6,211 - - - - - - - _
Borrowings 1,409,814 104,741 209,482 1,095,591 - - - - - -
Deposits and other accounts 5,123,318 5,142,518 75,100 700 - 5,000 - - - -
Deferred tax liabilities 4,451 S8 117 177 354 1,220 984 1,055 186 -
Other liabilities 161,719 50,\6&} 1,130 2285 103,564 3.979 127 - - -
6,803,513 5,304,162 285,829 1,098,753 103,918 10,199 1,111 1,055 486 -
Net assets 4,017,853 (192,746) 669,316 (6159.222) (8,188) 123235 71,819 106,759 6,351 3,860,529
Head Office capital account 3.856,160
Unremitted profit 161,693

[Vip

4,017,853



Assets

Cash and balances with
reasury banks

Balances with other banks

Lending to financial
instizutions

Advances

Operating frxed agsets

Other assels

Liabilities

Bills payable

Borrowings

Deposits and other aceounts

Liabilities against assets
subject 10 finance lease

Deferred tax lability

Cther Tiabilites

Net assets

ilead Cffice capital account
Unremitted profit

i

2014

Total Lptol Qver | Over 3 Qver Over 1 {her 2 COwver 3 Over 3 Above
monzh w3 06 6 monhs w2 te 3 03 w10 10 vears
menths months to 1 year years vears years years
----------------------------------------------- {Rupees in ‘000) - memnn e e
l [ T
4,016,022 299,930 - l - - - - - - 3,716,072
9,643 9643 | - - - . - - ]
1,408,414 897517 || 205430 || 305,467 . ; - - ; ]
2257,101 [ [ 2,032,183 292 439 53,030 109,524 55,373 2,175 1.290 595
70,338 2,603 5,206 7,809 15,618 21,913 15,036 2,339 14 -
83,649 || 68,063 11,286 | 2,730 343 - - - 1,227 |
7.845,367 3,309,959 222,214 316,443 70,991 131,837 70,409 4,514 1,304 3,717,654
4,561 4,561 i - - - -1 -] - -
602,899 100,483 200,966 301,450 - - - - - -
3,271,199 2,727,298 237,473 1,428 300,000 - 3,000 - - -
3,940 1537 312 468 XM 2,269 1,557 242 - -
129,028 46,378 11,428 5,133 30,653 14,764 670 - - -
4,013,627 2,878,877 430,179 308,481 351,588 17,033 7,227 242 - -
3,831,740 431,082 (227963) 7964 (280,597) 114,804 63,182 4272 1,304 3,717,694
3,716,072
115,668

2,831,740




38.3.2 Mlaturities of assets and liabilities - based on expected maturity

Assets

Cash and balances with
treasury banks

Balances with other banks

Lending to financial
institutions

Advances

Operating fixed assets

Other assets

Liabilities

Bills payable

Borrowings

Deposits and other accounts
Deferred tax liabilities
Other liabilities

Net assets

Head Offiee capital account

2013
Total Upto 1 Over 1 Over 3 Qver Over 1 Over2 Over 3 Qver s Above
month to 3 wd 6 months [ to 3 03 to 10 10 years
months months to I year years years years years
{Rupces in "000)
i [
4,233,157 376,997 - - - - - - - 3,856,160
127.674 127,674 - - - - - - - -
3,741,212 3,111,986 289,554 339,672 - - - - - -
2,589,396 880,257 791,600 438,255 200,724 119,356 61,725 95,728 1,185 366
61,442 1,715 3,160 4,740 9,480 13,799 11,126 11,928 5,494 -
70,483 48,152 12,094 4,616 {| L146 || L L 158 [~ 138 4,003
10,823,366 4,546,781 1,096,408 787,283 211,330 133,434 72,930 107,814 6,837 3,860,529
B 6,211 | 6,211 | - - - R - - -
1,409,814 104,741 209,482 1,095,591 - - - - -
5,223,318 4,742,243 147,878 109,866 218,331 5,000 - - -
4,451 58 117 177 354 1,220 984 1,055 486
161,719 50,634 1,130 2,285 103,564 3,979 127 - -
6,805,513 4,903,887 358,607 1,207,919 322,249 10,199 1,111 1,055 486 -
4,017,853 (357,106) 737,801 {420,636) (110,399) 123,235 71.819 106,759 6,351 3,360,529
3,856,160
161.693

Linremitted profit

4,017,853

i/




2014
Toral Upto 1 Over 1 Over 3 Qver Over 1 Over2 Over 3 Dver 5 Above

month o3 w06 6 months to2 to 3 to3 to 19 10 yeurs
months rmonths to 1 vear VEATS vears vears vears
-------- {Rupees in '000) ----
rssely -
ash and balances with i o |7
treasury banks 4,016,022 299,930 - - - - - - - 3,716,072
Balances with other banks 9,643 G,643 - - - - - - - -
Lending to financial
institutions 1,408,414 897,517 205,430 305,467 - - - - - -
Advarces 2,257,101 [,21.219 184,104 276,156 606,465 109,924 35,373 2,173 1,280 393
Operating fixed assets 70,538 2.603 3,206 7.809 15,618 21,913 13,036 2,339 14 -
(rher assers 83,649 68.063 | 11,286 2730 | | 343 | - -] - | - 1,227
7,845,367 2,208,993 406,026 592,162 622.126 131,837 70,409 4514 1,304 3,717,694
Ligbilities
Bills payable 4,561 4,561 ; - - - - - - -
Borrowings 602,899 100,483 200,966 301,430 - - - - - .
Deposits and other accosnts 3,271,199 2.273,417 319,997 125,214 547,571 - 3,000 - - -
Deferred tax liability 3,940 157 312 468 933 2,269 1,337 242 - -
Other habilnies 129,028 46,378 11,428 5,135 50,633 14,764 670 | | - . -
4,013,627 2,424 996 332,703 432,267 399,159 17,033 7,227 242 - -
Net assets 3,831,740 (126,001) (126,677) 139,893 23,267 114,804 63,182 4272 1.304 3,717,694
Head Office capital zecount 3,716,072
Unremitied profit 115,668
3,831,740

P



38.4
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Operational risk

Opecrational visk is the risk of direct or indirect lass that may arise due to an event or action resulting from the failurc of
technology, processes, infrastructure, personnel and other risks having an operational risk impact. The Branch ensures that
key operational risks are managed in a timely and effective manner through a framewerk of policies, procedures and tools
to identify, assess, monitor, control and report such risks.

The key ohjectives of operational risk measurement and management include:

Ensuring continued solvency of the Branch through capital adequacy and enhanced understanding and management of
sivnificant pperational risk exposures.

- Ensuring customer impact is minimized through protective and focused risk management practices.

- Dnsuring senior management attention on significant operational rislc exposure areas and mitigating risks is prioritized,
focused and adequate.

- Gnsuring staff is sulficiently incentivized to perform their risk management roles and responsibilitics diligently.

The management of the Branch has the responsibility to supervise and direct the management of operational risks and
exposures. Management is also responsible for ensuring that adequate and appropriate policies and procedures arc in place
for the identification, assessment, monitoting, controt and reporting of operational risks.

Line management needs information to enable it to analyze operational risks, implement mitigating measures and
determine the effectiveness of these mitigating measures. The DBranch has implemented various tools ta support the line
management,

- Compliance and Regulatory Risk Management {Control Self-Assessment (CSA) Framework)

- Risk Assets Management System BRAMPS - OP Framework Approach. All operations incidences are reported to
Head Office through web-based reporting system.

A structured approach bas been adopted which helps the line management to identify and assess the risk of non-
complianee with regulatory requirements as well as internal palicies. The Branch has implemented a comprehensive
Compliance Risk Management Framework whereby scif-assessment is undertaken by each business / support unit to
witigate the operational risk.

DATE OF AUTHORISATION

These financial statements were authorized for issue on 2 2 MAR 2018 by the management of the Branch.

GENERAL

These financial statements have been prepared in accordance with revised format for the financial statements of banks
issucl by the State Bank of Pakistan through BSD Circulars No. 4 and 7 dated 17 Fcbruary 2006 and 20 April 2010
respectively and related clavifications / modikcations.

Figures have been rounded off to the nearest thousand Rupeces, untess otherwise stated.
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KAZUTO OHASHI

= e
Gc:u-ml Minsger ~General Manager

Deputy General Manager



