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INDUSTRIAL AND COMMERCIAL BANK OF CHINA LIMITED KARACHI BRANCH

March 25, 2016

Ms. Lubna Faroog Malik

Director

Banking Surveillance Department
State Bank of Pakistan

Il Chundrigar Road

Karachi

Dear Madam,

FINANCIAL STATEMENT OF INDUSTRIAL AND COMMERCIAL BANK OF CHINA
LIMITED— PAKISTAN OPERATIONS FOR THE YEAR ENDED DECEMBER 31, 2015

We are writing with reference to Section 34 and 36 of the Banking Companies Ordinance,
1662 requiring all banks to submit their approved annual audited financial statements to

the State Bank of Pakistan within 3 months of the year end.
In view of the above, kindly find enclosed three copies of our audited annual report,
statement on Internal Contral and Risk Management Framework. We appreciated your

understanding in this matter end thank you for the continued support exiended to us.

Kindly let us know if any additional information is required.

Sincerely,

Wl

Lynn Ye Ning

Chief Executjye Officer i Head of Finance

16th Floor, Ocean Tower, G-3, Block-9, Scheme # 5, Main Clifton Road, Karachi, Pakistan.
Tel: 021-3520-8988 / 3520-8900 Fax: 021-3520-8930 Website: www.icbc.com.pk
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Auditors’ Report to the Directors

We have audited the annexed statement of financial position of Industrial and Commercial
Bank of China Limited - Pakistan Branches (“the branches™) as at 31 December 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 ‘financial statements’) for the vear then ended, and we state that we have
obtained all the information and explanations which, to the best of our knowledge and belief
wete necessary for the purposes of our audit.

It is the responsibility of the branches’ management to establish and maintain a system of
internal control, and prepare and present the financial statemnents 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 require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of any material
misstaternent. An audit includes examining, on a test basis, evidence supporting amounts and
disclosures in the financial statements. An audit also includes assessing 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 the case of loans and advances covered more than sixty percent
of the total loans and advances of the branches, we report that:

@)  in our opinion, proper books of account have been kept by the branches as required by the
Companies Ordinance, 1984 (XL VII of 1984);

b)  in our opiioi:

i) the stalement 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 (LVII of 1962), and the Companies Ordinance, 1984 (XLVII of
1984), and are in agreement with the books of account and are further in accordance
with accounting policies consistently applied;

i)  the expenditure incurred during the year was for the purpose of the branches’
business; and

lif)  the business conducted, investments made and the expenditure incuired during the
year were in accordance with the objects of the branches and the transactions of the
branches which have come to our notice have been within the powers of the
branches;

KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan
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("KPMG international'), a Swiss entity.
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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 (XLVII of 1984),
in the manner so required and give a true and fair view of the state of the branches’ affairs
as at 31 December 2015 and its true balance of profit, 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
(XVII of 1980), was deducted by the branches and deposited in the Central Zakat Fund
established under section 7 of that Ordinance.
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KPMG Taseer Hadi & Co.
25 MAR Zﬁiﬁ Chartered Accountants
Karachi Amyn Malik

Date:



Industrial and Commercial Bank of China Limited - Pakistan Branches

Statement of Financial Position
As at December 31, 2015

ASSETS

Cash and balances with treasury banks
Balances with other banks
Lendings to financial institutions

Investments
Advances

Operating fixed assets
Deferred tax assets

Other assets

LIABILITIES

Bills payable
Borrowings

Deposits and other accounts

Sub-ordinated loans,~

Liabilities against assets subject to finance lease
Deferred tax liabilities

Other liabilities

NET ASSETS
REPRESENTED BY
Head office capital account
Unremitted profit

(Deficit) / surplus on revaluation of investments - net of tax

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 37 form an integral part of these financial statements.
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2015

2014

(Rupees in '000)

5,413,124 4,329,697
246,427 295,142
669,547 1,129,730

124,771,022 63,074,604
6,999,406 6,087,050
662,763 183,341
41,078 :
1,450,928 850,823
140,254,295 75,950,387
266,947 4,667
100,081,926 56,592,615
26,948,982 9,500,726
= 21,132
6,557,466 5,323,681
133,855,321 71,442,821

6,398,974 4,507,566

3,780,941 3,627,239

2,620,351 844,926

6,401,292 4,472,165

(2,318) 35,401 '

6,398,974 4,507,566

ot

Ye Ning -
Head of Finance




Industrial and Commercial Bank of China Limited - Pakistan Branches

Profit and Loss Account
For the year ended December 31, 2015

2018 2014
Note (Rupces in '000)
Mark-up / Return / Interest Earned 21 7,244,606 4,607,826
Mark-up / Return / Interest Expensed 22 (1,288,821) (1,078,251)
Net mark-up / Interest Income 5,955,785 3,529,575
Provision against non-performing loans and advances - -
Provision for diminution in the value of investments - -
Bad debts written off directly - -
Net Mark-up / Interest Income after provisions 5,955,785 3,529,575
NON MARK-UP /INTEREST INCOME
Fee, commission and brokerage income 518,557 276,129
Dividend income - -
Loss from dealing in foreign currencies 23 (2,229,627) (1,485,746)
Gain/ (Loss) on sale of securities - -
Unrealized Gain / (Loss) on revaluation of investments
classified as held for trading - -
Other income 101 290
Total non-mark-up / interest income (1,710,969) (1,209,327)
4,244 816 2,320,248
NON MARK-UP /INTEREST EXPENSES
Administrative expenses 24 (1,423,955) (915,410)
Other provisions / write-offs - -
Other charges - -
Total non-mark-up / interest expense (1,423,955) (915,410)
2,820,861 1,404,838
Lxtra ordinary / unusual items - -
PROFIT BEFORE TAXATION 2,820,861 1,404,838
Taxation - Current 25 1,029,256 452,888
- Prior year 58,228 -
- Deferred (41,952 36,784
1,045,532 489,672
PROFIT AFTER TAXATTION 1,775,329 915,166
The annexced notes 1 to 37 form an integral part of these financial statements.
)
T
Ye Ning

Head of Finance




Industrial and Commercial Bank of China Limited - Pakistan Branches

Statement of Comprehensive Income
For the year ended December 31, 2015

Note
Profit after taxation for the year
Other comprehensive income
Items that will never be reclassified to profit and loss account
Exchange adjustments on revaluation of capital i8
Remeasurment of defined benefit plan - net of tax 2014

Comprehensive income - transferred to statement of changes in equity

Components of comprehensive income not reflected
in Head Office account

(Deficit) / surplus on revaluation of available for sale
securities - net of tax

Total comprehensive income

The annexed notes 1 to 37 form an integral part of these financial statements.

e

He \en
Chief Executiv}e/ Officer

2015 2014
(Rupees in '000)

1,775,329 915,166
153,702 (174,768)
96 -
1,929,127 740,398
(37,719) 71,821
1,891,408 812,219

)

il

Ye Ning
Head of Finance



Industrial and Commercial Bank of China Limited - Pakistan Branches

Statement of Changes in Equity

FFor the year ended December 31, 2013

Balance as at January 01, 2014

Total compreliensive income for the year ended Decentber 31, 2014
Profit after taxation

Other comprehensive income

Exc_hqnge adjustments on revaluation of capital

Balance as at December 31, 2014

Total compreltensive income for tie year ended December 31, 2015
Profit after taxation

Other comprehensive income

Exchange adjustments on revaluation of capital

Remeasurment of delined benefit plan - net of tax

Balance as at December 31, 2015

The annexed notes [ ta 37 form an integral part ef these financial statements.
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1le Shengh |
ClliefExecuml: fficer

Iead office Unremitted Total
capital account profit /
Accumulated
{losses)
Note wmmmememcmsecemee e (Rupees in '000) -mmemememem e
3,802.007 (70,240) 3.731.767
- 915,166 915,166
18 {174,768) - (174,768)
3.627,239 844,926 4,472 165
- 1,775,329 1,775,329
18 153,702 - 153,702
- 36 %6
153,702 1,775,423 1,629,127
3,780,941 2,620,351 6,401.292
}
Ye Ning

Head of Finance



Industrial and Comumercial Bank of China Limited - Pakistan Branches

Cash Flow Statement
For the vear ended December 31, 2015

2015

2014

Note (Rupees in '000)
CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation 2,820,861 1,404,838
Adjustments:
Depreciation 11.2 165,947 79,822
Amortisation 11,4 20 -
2,986,828 1,484,660
(Increase) / Decrease in operating assets
Lendings to financial institutions - 1,232,653
Advances {912,356) (2,192,637)
Others assets {641,183) 1,393,007
(1,553,539) 433,023
Increasc / (Decrease) in operating labilities
Bills payable 262,280 (99,895)
Borrowings from financial ingtitutions 44,880,975 18,256,861
Deposits 17,448,256 (5485.811)
Other liabilities 1,103,315 2,100,302
63,094,826 14,771,457
65,128,115 16,689,140
Income tax paid {936,098) (475,000)
Net cash flow from operating activities 64,192,017 16,214,140
CASH FLOW FROM INVESTING ACTIVITIES
Investments in operating fixcd assets 1! {645,389) (19,870)
Net investments in available for sale sceurities (61,734,137) {15,455,388)
Net cash flow from investing activities (62,379,526) (15,475,258)
Exchange adjustments on revaluation of capital 18 153,702 (174,768)
Increase in cash and cash equivalents 1,966,193 564,114
Cash-and cash equivalents at beginning of the year 3,543,941 2,979,827
Cash and cash equivalents at end of the year 26 5,510,134 3,543,941

The annexed notes | to 37 form an integral part of these financial statements.

w&:\\:\

Chief Ex®utjve Officer
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Ye Ning .
Head of Finance




Industrial and Commercial Bank of China Limited - Pakistan Branches

Notes to the Financial Statements
For the year ended December 31, 2015

1. STATUS AND NATURE OF BUSINESS

The Pakistan branches of Industrial and Commercial Bank of China Limited ("the Branches™) have
commeneed their operations in Pakistan with effect from August 18, 2011, Industrial and Commereial
Bank of China Limited is incorporated in the People's Republic of China.

The Bank presently operate through three branches (December 31, 2014: three branches) in Pakistan
and is engaged in banking activities permissible under the Banking Companies Ordinance, 1962, The
registered office of the Branches is located at 16th Floor, Ocean Tower, Block 9, Clifton, Karachi
previously located at Parsa Tower, PECHS, Main Sharah-e-faisal, Karachi. The credit rating of the
Bank is disclosed in note 27 to these financial statements.

2 BASIS OF PRESENTATION

In accordance with the directives of the Federal Government regarding the shifting of the banking
system to Islamic modes, the State Bank of Pakistan (SBP) has issued various circulars from time
to time. Permissible form of trade-related modes of financing ineludes purchase of goods by banks
from their customers and immediate resale to them at appropriate mark-up on price on deferred
payment basis. The purchases and sales arising under these arrangements are not reflected in these
financial statements as such, but are restricted to the amount of facility actually utilized and the
appropriate portion of mark-up thereon.

3 STATEMENT OF COMPLIANCE

3.1 These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of International Financiai Reporting
Standards (IFRS) issued by the International Accounting Standard Board (IASB) as are notified under
the Companies Ordinance, 1984, provisions of and directives issued under Companies Ordinance, 1984,
the Banking Companies Ordinance, 1962 and regulations/ directives issued by the Securities and
Exchange Commission of Pakistan (SECP) and SBP. Wherever the requirements of Companies
Ordinance, 1984, Banking Companies Ordinance, 1962 or regulations / directives issued by the SECP
and the SBP differ with the requirements ol IFRS, the requirements of the Companies Ordinance,

1984, Banking Companies Ordinance, 1962 or the requirements of the said regulations/ direetives shall
prevail.

3.2 The State Bank of Pakistan has deferred the applicability of International Accounting Standard (1AS)
39, 'Finaneial Instruments: Recognition and Measurement' and International Accounting Standard (1AS)
40, "Investment Property' for banking companies through BSD Circutar Letter No. 10 dated August 26,
2002 till further instructions. Further, the Securities and Exchange Commission of Pakistan has deferred
the applicability of International Financial Reporting Standard (IFRS) 7, 'Financial Instruments:
Disclosures' on banks through its notification S.R.0 41 1(I)/2008 dated April 28, 2008. Accordingly, 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 prescribed by the State Bank of Pakistan through various cireulars.



3.3

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

The following standards, amendments and interpretations of approved accounting standards will be
effective for accounting periods beginning on or after January 01, 2016:

Amendments to IAS 38 Intangible Assets and IAS 16 Property, Plant and Equipment (effective for
annual periods beginning on or after January |, 2016) introduce severe restrictions on the use of
revenue-based amortization for intangible assets and explicitly state that revenue-based methods of
depreciation cannot be used for property, plant and equipment. The rebuttable presumption that the
use of revenue-based amortization methods for intangible assets is inappropriate can be overcome
only when revenue and the consumption of the economic benefits of the intangible asset are ‘highly
correlated’, or when the intangible asset is expressed as a measure of revenue. The amendments are
not hikely to have an impact on Branches' financial statements.

Investment Entities: Applying the Consolidation Exception (Amendments to IFRS 10 — Consolidated
Financial Statements and 1AS 28 — Investments in Associates and Joint Ventures) (effective for

annual periods beginning on or after January 1, 2016) clarifies (a) which subsidiaries of an investment
entity are consolidated; (b) exemption to present consolidated financial statements is available to a
parent entity that is a subsidiary of an investment entity; and (¢c) how an eatity that is not an

investment entity should apply the equity method of accounting for its investment in an associate or
joint venture that is an investment entity. The amendments are not iikely to have an impact on Branches’
financial statements.

Amendments to IFRS {1 “Joint Arrangements” (effective for annual periods beginning on or after
January 1, 2016) clarify the accounting for the acquisition of an interest in a joint operation where
the activities of the operation constitute a business. The amendments are not likely to have an

impact on Branches' financial statements.

Amendment to 1AS 27 ‘Separate Financial Statements’ (effective for annual periods beginning on or
after January 1, 2016) allows entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements. The amendment is
not likely to have an impact on Branches' financial statements.

Agriculture: Bearer Plants [Amendment to IAS 16 and IAS 417 (effective for annual periods beginning

- onor after January 1, 2016). Bearer plants are now in the scope of IAS 16 Property, Plant and

Equipment for measurement and disclosure purposes. Therefore, a company can elect to measure
bearer plants at cost. Howcver, the produce growing on bearer plants will continue to be measured at
fair valuc less costs to seil under IAS 41 Agriculture. A bearer plant is a plant that is used in the supply
of agricultural produce; is expected to bear produce for more than one period; and has a remote
likelihood of being sold as agricultural produce; is cxpected to bear produce for more than one pertod,;
and has a remote likelihood of being sold as agricultural produce. Before maturity, bearer plants are
accounted for in the same way as self-constructed items of property, plant and equipment during
construction. The amendments are not likely to have an impact on Branches' financial statements.

Annual Improvements 2012-2014 cycle (amendiments are effective for annual periods beginning on or
after January 1, 2016). The new cycle of improvements contain amendments to the following standards:

UGS



4.2

4.3

- IFRS 5 Non-current Assets Held for Sale and Discontinued Operations. IFRS 5 is amended to
clarify that if an entity changes the method of disposal of an asset (or disposal group) i.e.
reclassifies an asset from held for distribution to owners to held for sale or vice versa without any
time lag, then such change in classification is considered as continuation of the original plan of
disposal and if an entity determines that an asset (or disposal group) no longer meets the criteria to
be classified as held for distribution, then it ceases held for distribution aceounting in the same way
as it would cease held for sale accounting.

- 1AS 19 ‘Employee Benefits®. IAS 19 is amended to clarify that high quality corporate bonds or
government bonds used in determining the discount rate should be issued in the same currency in
which the benefits arc to be paid.

- 1AS 34 ‘Interim Financial Reporting’. 1AS 34 is amended to clarify that certain disclosures, if they

are not included in the notes to interim financial statements and disclosed clsewhere should be
cross referred.

- 1AS 24 ‘Related Party Disclosures’. The definition of related party is extended to include a
management entity that provides key management personnel services to the reporting entity, either
directly or through a group entity.

The above amendments are not likely to have an impact on Branches' financial statements.
BASIS OF MEASUREMENT

Accounting convention

These financial statements have been prepared under the historical cost convention except that
available for sale investments, derivative financial instruments and forward foreign exchange contracts

" are measured at fair value and defined bencfit obligation carried at at present value.

Functional and Presentation Currency

These financial statements are presented in Pakistani Rupees, which is the branches' functional and
presentation currency. The amounts are rounded off to the nearest thousand rupees except as stated
otherwise.

Critical accounting estimates and judgements

The preparation of financial statements in conformity with approved accounting standards requires
management to make judgements, estimates and assumptions that affect the application of policies
and reported amounts of assets and liabilities, income and expenscs. These estimates and associated
assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not readily apparent from other sources.
Actual resuits 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 if 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.

RVTLUC S



5.1

5.2

53

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

- classification of investments (note 5.4.1)

- Income taxes (note 5.8 and 25)

- depreciation of operating fixed assets (note 5.6)
- fair value of derivatives (note 5.15)

- defined benefit plan (note 5.9)

- impairment of assets (note 5.4.5, 5.6 and 11}

- contingencies (note 20)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and the methods of computation adopted in the preparation of these
financial statements are the same as those applied in the preparation of the financial statements as
at and for the year ended 31 December 2014, except for the change in note 5.1. Moreover, during
the current period IFRS 10 "Consolidated Financial Statements”, IFRS 11 "Joint Arrangements",
{FRS 12 "Disclosure of Interest in Other Entities” and [FRS 13 "Fair Value Measurement" became
effective for financial periods beginning on or after | January 2015. 1IFRS 10, IFRS 11 and IFRS 12
did not have any impact on the Branches' financial statements. The effect of [FRS 13 "Fair Value
Measurement” are disclosed in notes 3.1 and 31 to these financial statements.

Change in accounting policy - fair value measurement

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 value as the price that would be received fo sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date. It
replaces and cxpands the disclosure requirements about fair value measurements in other IFRSs,

~including IFRS 7 Finaneial Instruments: Disclosures. As a result, the Branches have included additional

disclosures in this regard in note 31 to these financial statements. In accordance with the transitional
provisions of IFRS [3, the Branches have applicd the new fair value mcasurement guidance
prospectively and has not provided any comparative information for new disclosures. Notwithstanding
the above, the change had no significant impacts on the measurements of the Branches' assets and
labilities.

Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand, balances with treasury banks, balances with other
banks in current and deposit accounts and lendings and borrowings having original maturity of three
months or less.

Lendings to / borrowings from financial institutions

The Branches enter into transactions of repos and reverse repos at contracted rates for a specified
period of time. These are recorded as under:

Sale of securities under repurchase agreements

Securities sold subject to a repurchase agreement (repo) are retained in the financial statements as
investments and the eounter party lability is included in borrowings. The difference between the sale

- and contracted repurchase price is accrued on a time proportion basis over the period of thé contract

and rccorded as an expense.

o



5.4

5.4.1

5.4.2

5.4.3

Purchase of securities under resale agreements

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

Investments

Classification

The Branches classifies its investments as follows:

Held for trading

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

Available for sale

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

Held to maturity

These are investments with fixed or determinable payments and fixed maturitics and the Branches
has the positive intent and ability to hold them till maturity.

Loans and receivables

These assets are initially recognised at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, they are mcasured at amortised cost using the effective interest
rate method.

Regular way contracts

All purchases anid sales of investments that require delivery within the time frame cstablished by
regulation or market convention are recognized at settlement date, which is the date at which the
Branches agrees to scttle the purchase or salte of investments.

Initial recognition and measurement

Investments other than those categorized as held for trading' are initially recognized at fair value.
Transaction costs associated with the investment are included in eost of investments. Investments
classified as 'held for trading' are initiaily recognized at fair value and transaction costs are expensed in
the profit and loss account.

VNS



5.4.4

5.4.5

5.5

5.6

Subsequent measurement

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

Impairment

Provision for diminution in the values of securities is made after considering impairment, if any, in
the value. Provision for impairment against debt securities is made as per the aging criteria
prescribed by the Prudential Regulations of SBP.

Loans and advances

Loans and advances are stated net off provisions against non-performing advances. Specific and
general provisions are made in accordance with the requirements of the Prudential Regulations issued
by the State Bank of Pakistan from time to time. The net provision made / reversed during the year is
charged to profit and loss account and accumulated provision is adjusted against advances. Advances
are written off when there are no realistic prospects of recovery.

Operating fixed assets
Tangible assets

Operating fixed assets except capital work-in-progress are stated at historicat cost less accumulated
depreciation and accumulated impatrment losses, if any. Historical cost includes cxpenditures that are
directly attributable to the acquisition of the items.

Depreciation is charged to income by applying the straight-line method using the rates specified in note
11.1 to these financial statements. The depreciation charge for the year is calculated after taking into
account residual value, if any. The residual values, useful lives and depreciation method are reviewed
and adjusted, if appropriate, at each reporting date. Depreciation on additions is charged from the date
on which the assets are available for use and ceases on the datc on which they are disposed off.

Maintenance and normal repairs arc charged to income as and when incurred. Subsequent costs are
included in the assets' carrying amount or are recognized as a separate asset, as appropriate, only when
it is probable that futurc economic benefits associated with the item will flow to the Branches and the
cost of the item can be measured reliably.

Intangible assets

Intangtble assets having a finite useful life are stated at cost less accumulated amortisation and
accumulated impairment losses, if any. Such intangible assets are amortised using the straight-line
method over their estimated useful lives. The useful lives and amortisation method are reviewed and
adjusted, if appropriate at each reporting date. Intangible assets having an indefinite useful hfe are
stated at acquisition cost, less impaiment loss, if any.
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5.8

5.9

Impairment

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

Capital work-in-progress

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

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognized in the
profit and loss account except to the extent that it relates to items recognized directly in other
comprehensive income in which case it is recognized in other comprehensive income.

Current

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

Deferred

Deferred tax is recognized using the balancc sheet liability method on all temporary differences arising
between the carrying amounts of assets and liabilities for financial reporting purposes and amounts used
for the taxation purposes. The amount of deferred tax provided is based on the expected manner of
rcalization or settlement of the carrying amounts of assets and liabilitics using the tax rates enacted or
substantially enacted at the reporting date. A deferred tax asset is recognized only to the extent that it

is probable that future taxable profits will be available and the credits can be utilized. Deferred tax
asset is reduced to the extent that it is no longer probable that the related tax benefits will be realized.

Employce henefiis
a) Defined benelit plan

The Branches operate an approved funded gratuity scheme covering eligible employees whose
period of employment with the Branches is five years or more. Contributions to the fund arc made
on the basis of actuarial recommendations. Projected Unit Credit Method is used for the actuarial
valuation. Actuarial gains and losscs are recognised immediately in other comprehensive income.
Gratuity is payable to staff on completion of the prescribed qualifying period of service under the
scheme.
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5.11

5.12

5.13

b)

Defined contribution plan

The branches operate an approved provident fund for all of its local permanent employees in
respect of which contributions are made to discharge liability under the respective rules of the
schemes. Equal monthly contributions are made both by the Bank and its employees to the fund
at the rate of 10% of the basic salary in accordance with the terms of the scheme,

Borrowings / deposits and their cost

a)

b)

Borrowings / deposits are recorded at the proceeds received.

Borrowing costs arc recognized as an expense 1n the period in which these are incurred using
effective mark-up / interest rate method to the extent that they are not directly attributablc to the
acquisition of or construction of qualifying assets. Borrowing costs that arc directly attributable to
the acquisition, construction or production of a qualifying asset (one that takes a substantial period
of time to get ready for use or sale) are capitalized as part of the cost of that asset.

Provisions

Provisions are recognized when the branches have a present, legal or constructive, obligation as a result
of past events, it is probable that an outflow of resources will be required to settle the obligation and a
reliable estimate of the amount can be made. Provisions are reviewed at cach reporting date and are
adjusted to reflect the current best cstimate.

Acceptances

Acceptances comprise undertakings by the branches to pay bills of exchange drawn on customers. The
branches expect most acceptances to be simultancously scttled with the reimbursement from the
customers. Acceptances are accounted for as off balance sheet transactions and are disclosed as
contingent liabilities and commitments.

Revenue recognition

Advances and investments

Mark-up income on loans and advances and debt securities is recognized on a time proportion basis,
Where debt securities are purchased at a premium or discount, those premiums / discounts are
amortized through the profit and loss account over the remaining maturity, using the effective vield
method.

free, commission and brokerage

Fee, commission and brokerage income cxcept income from guaraniees arc accounted for on
receipt basis. Comunission on guarantees 1s recognized on time proportion basis.

Other income is recognized on accrual basis.

VLSS
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Foreign currency translation

Transactions in foreign currencics are translated into Pakistani rupees at the exchange rates prevailing
on the transaction date. Monetary assets and Habilities denominated in foreign currencies are translated
into Pakistan Rupecs at the exchange rates prevailing at the reporting date. Foreign exchange gains and
losses resulting froni the settlement of such transactions and from the translation at year-end exchange
rates of monetary assets and liabifities denominated in foreign currencies are recognized in the profit
and loss aceount.

Forward contracts are valued at forward rates applicable to the respective maturities of the relevant
foreign exchange contract.

Exchange gains and losses are included in income,

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

Derivative financial instruments

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

Off-sctting

Financial assets and financial liabilities are off-sct and the net amount is reported in the financial
statements only when there is a legally enforceable right to set-off the recognized amount and the
branches intend either to seftle on a net basis, or to realize the assets and to settle the liabilities
simultaneously. lncome and expense items of such assets and Habilities are also off-set and the net
amount is reported in the financial statements.

Segment reporting

A segment is a distinguishable component of the branches that is engaged either in providing product or
services (business segment), or in providing products or serviees within a particular economic
environment (geographical segment), which is subject to risks and rewards that are different from those
of other segments. The branches' prisnary format of reporting is based on business segments.

Business segments

Trading and sales

It includes fixed income, equity, foreign exchanges, commodities, credit, funding, own position
sceuritics, leading and repos, brokerage debt and prime brokerage.



Corporate finance
This represents the provision of banking services including treasury and international trade activitics

to large corporate customers, multinational companies, government and semi government
departments and institutions and SMEs freated as corporate under Prudential Regulations.

CASH AND BALANCES WITH TREASURY BANKS

2015 2014
Note (Rupees in '000)
in hand

Local currency 16,331 4,871
Foreign currencies §8,668 40,250
104,999 45,121

With State Bank of Pakistan in:
Local curreney current accounts 6.1 1,111,524 420,939
Foreign currency current accounts 6.2 94,267 70,602
Foreign currency deposit accounts 6.3 4,102,334 3,793,035
5,413,124 4,329,697

This includes statutory liquidity reserve maintained with the SBP under Section 22 of the Banking
Companies Ordinancee, [962.

As per BSD Circular No. 9 dated December 3, 2007, cash reserve of 5% 1s required to be
maintained with the State Bank of Pakistan on depesits held under the New Foreign Currency
Accounts Scheme (FE-25 deposits).

This inctudes spectial cash reserve of 15% required to be maintained with the State Bank of Pakistan
on FE-25 deposits as specified in BSD Circular No. 14 dated June 21, 20608, Profit rates on these
deposits are fixed by SBP on a monthty basis. The State Bank of Pakistan has not remuncrated
these deposit accounts during the year. It also includes capital maintained with SBP in accordance
with the requirements of Section 13 of Banking Companies Ordinance, 1962 amounting to USD
36.098 million (December 31, 2014: USD 36.098 million).

BALANCES WITH OTHER BANKS 2015 2014
Note (Rupees in '000)

in Pakistan
On current accounts 381 379

Outside Pakistan
On deposit accounts 7.1 246,046 294,763

246,427 295,142

This includes placement of foreign currency funds with other ICBC branches, at interest rates ranging
from 0% to 1.4% per annum (2014: 0% to 1.3% per annum).
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8.1

8.2

9.1

9.1.1

9.3

LENDINGS TO FINANCIAL INSTITUTIONS

Call money leadings
Repurchase agrecment lendings (Reversc repo)

4.1% per annum) with maturity in January 2016 (December 31, 2014: upto March 2015).

Particulars of lending

In lecal currency
In foreign currencics

INVESTMENTS

2015

2014

Investiments by type

Note
Available-for-sale sccurities
Market Treasury Bills 911

Investnicnts at cost

(Defieit) / surplus on revaluation of
available for sale securities 19

Total investnients at market valoe

Note (Rupecs in '000)
&1 669,547 1,129,730
669,547 1,129,730
- .These represent cal! lendings to other branch of ICBC at a mark-up rate of 1.3% per annum (December 31, 2014: ranging from 4.0% to
2015 2014
Note (Rupees in '000)
669,547 1,129,730
669,547 1,129.730
2015 2014
Held by Given as Held by Given as
Bank Collateral Total Bank Collateral Total
{Rupees in '000)
124,774,588 - 124,774,588 61,908,464 1111677 £3.020,141
124,774,588 - 124,774,588 61,908,464 1L1TL677 63,020,141
(3,566) - (3,506) 53,463 1,000 54.403
124,771,022 - 124,771,022 61,961,927 1.1{2,077 63.074,604

These Market Treasury Bills will mature upto August 2016 (December 31, 2014: upto May 2013) and earry interest ratcs ranging from 6.29%
to 6.94% (Deeember 31, 2014: from 9.39% to 10.02%) per annum.

htvestments by segments:

2015

2014

(Rupees in ‘000)

Note
“ederal Governnient Securifies
Market treasury bills
Total investinents at cost
~ (Deficit) / surplus on revaluation ol available for sale sceurities 19

Total investments at market value
Quality of Available for Sale Securities Market value Cost

2018 2014 25 2014

------------------------ {(Rupees i "H0) ~m-m oo emmm csmosnan

10

L%

1.1

{he.2

[0.2

Marker Treasury Bills (unrated)

124,771,022 65,074,604 124,774,588 63,020,141

ADVANCES

Loans, cash credits, runting finances. cte.
In Pakistan

Bilts discounted and purchased (excluding treasury bills)

Payable in Pakistan

Particulars of advances
In local currency

In forcign curreacics

Shart-term (far upto one year)
Long-term (lor over ong year)

No advances have been placed under 2an-perfanming status (December 31, 2014: Nib.

pArAe

124,774,588 63,020,141
124,774,588 63,020,141
{3,566) 54,463
124,770,022 63.074,604
2015 2014

(Rupees in "000)

4,448,341 3,948,633
2,551,065 2,138417
6,999,406 6,087,050
6,908,341 3.747.633
91,065 339,417
G,999.406 6,087.050
6,717,666 5,888,427
281,740 {98,623
6,999,406 6,087,050




11 OPERATING FIXED ASSETS Note 2015 2014
(Rupees in "000)
Capital watk-in-progress I 542,330 -
Property and equipment 1.2 120,310 183,341
Intangible assets 114 123 -
662,763 183,341
1I.1  Capital Work-in-progress
Building 447,950 -
Civil works 94,330 -
542,330 -
This represent cost ol lwo {loors of the new head office building loeated at Ocean Tower Karachi. At 31 December 2015, the Hoors were
not available for use, i.c. these were not in the condition of being used in the manner intended by the management.
L2 Property and equipment
2015
Cost Depreciation Book value
Asat Additions As at Asat As at As at
January 01, December  Janwary  Charge for December Deeember 31, Rate of
2015 31,2015 01, 2015 the year 31, 2015 2015 Depreeiation
(Rupees in "000) %
Leasehold improvements 282,190 A0,370 332,500 125,408 149,867 275,275 57,285 20% to 33%
Furniture and fixtures 21933 25,161 47,094 10,283 7,158 17,441 29,653 20%
Vehicles 5,005 16,149 21,154 783 1,750 2,533 18,621 16.7%
Eleetrical. offiee and
computer equipiments 81,535 11,236 92,771 70,848 7,172 78,020 1,751 33%
390,663 102,916 493,579 207,322 165,947 373,269 {20,310
2014
Cost Depreciation Book value
As at Additions As at As at As ut As at
January 01, December January  Charge forthe  December December 31, Rate uf
2014 31,2014 01,2014 year 31,2014 2014 Depreciation
(Rupees in '000) %o
Leaschold improvements 282,190 - 282,190 67,161 58,247 125,408 156,782 20%
Furniture and fixtures 16,380 5,533 21,933 6,975 3308 10,283 11,630 20%
Vehieles - 5,003 5,005 - 783 783 4,222 16.7%
Eleetrical, office and
computer equipiments 72,223 9312 81,335 53,364 {7,484 70,848 10,687 33%
370,793 19,870 390,663 127,500 79,822 207,322 183,341
11,3 This includes additional deprccialion charge on aceount of improvement of previous head office building, as the Bank shifted its Karachi
office from Parsa Towcers, P.E.C.1LS, Main Shahra-e-Faisal 1o 15th and 16th floor, Ocean Tower, Block 9, Clifton on 1 January 2016.
2015
11.4  Intangible assets Cost Amortization Boolk value
Asat Addditiuns Asat As at Charge for Asat Asal
Janupary 01, Deeember January the year December December 31, |
2015 31,2015 01,2015 31,2015 2015 Rate of
Amortizaticn
- (Rupees in "000) L8
Computer software - 143 143 - 20 20 123 0%

-
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13

14

14.1

14.2

— 14.3

15
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OTHER ASSETS Note

Income / Mark-up accrued in local currency

Income / Mark-up accrued in foreign currencies

Advances, deposits, advance rent and other prepayments
Unrealized gain on forward foreign exchange contracts
Receivable from employee benefit plan 29.1.3
Local clcaring account

Others

BILLS PAYABLE
In Pakistan
BORROWINGS
In Pakistan

Outside Pakistan

Particulars of borrowings with respect to currencies
In local currency
In foreign currencics

Details of borrowings Secured / Unsecured

Secured
Repurchase agreement borrowings (Repo)

Unsecured
Call borrowings i4.3

2015

2014

(Rupees in '000)

30,022 57,559
540 2,323
228,851 489,385
1,118,034 299,487
1,482 262
71,931 1,807

68 -
1,450,928 850,823
266,947 4,667
400,000 1,111,677
99,681,926 55,480,038
100,081,926 56,592,615
400,000 1,111,677
99,681,926 55,480,938
100,081,926 56,592,615
- 1,111,677
100,081,926 55,480,938
100,081,926 56,592,615

This represents borrowings from financial institutions and other ICBC branches at mark-up rates ranging
from 0.25% to 6.5% per annum {2014: 0.08% to 1.9%) maturing by June 2016 (2014: May 2015).

DEPOSITS AND OTHER ACCOUNTS

Customers

Fixed deposits

Savings deposits

Current accounts - Non-remunerative

Financial Institutions

Remunerative deposits
Non-remunerative deposits

TR

2015

2014

(Rupees in '000)

4,136,999 3873418
12,448,182 3,196,248
10,343,373 2,374,083
26,928,554 9,443,749

- 36,000
20,428 20,977
26,948,982 9,500,726




15.1

16

16.1

17

17.1

Particulars of deposits

2015

2014

(Rupees in '000)

fn local currcney 16,415,524 5,814,084
In foreign currencies 10,533,458 3.686.642
26,948,982 9,500,726
DEFERRED TAX ASSETS/ (LIABILITIES) - NET
Deferred debils arising in respect of
- Investments - available for sale 1,248 (19,062)
- Accelerated tax depreciation 39.882 (2,070)
41,130 (21,132)
Deferred credils arising due to
- Remeasurement of defined benefit liability 52 -
41,078 (21.132)
Movemecnt in deferred tax balances
As at Recognized Recognized As at
January 01, in profit in other December
2015 or loss comprehensive 31,2015
income
(Rupees in '000)
Accelerated 12x deprecialion 2,070) 41,952 - 39,882
Investments - available for sale (19,062) 20,310 1,248
Remeasarcment of defined buneiit liability - (523 {32}
(21,132) 41,952 20,258 41,878
Asat Recognized Recognized As at
January 01, in profit in revaluation December
2014 or loss surplus 31,2014
{Rupees in '000) ---
Acceleraled X deprecialion (23,02¢) 20,956 - (2,070)
Invesiments - avatlable for sale 19,011 - (38,6731 (19,062)
Unabsorbed 1ax losses ST.740 (57.740) - -
54,323 (36,784) (38,671) (21,1323
OTIHER LIABILITIES 2015 2014
Note {(Rupees in '000)
Mark-up / Return / Interest payable in local currency 187,486 126,856
Mark-up / Return / Interest payable in foreign currencies 181,909 162,472
Staft salarics and performance bonus payable 17.1 681,458 285,002
Payable 1o head office 17.2 1,456,109 1,396,916
Unreatized loss on forward foreign exchange contracts 3,463,136 2,530,292
Commission received in advance against unfunded
exposure 327,132 338,733
Workers' Welfare Fund 58,816 5,675
Advance received from customers in respect of
forward contracts - 329,834
Income tax payable 128,169 -
Withholding tax payable 35,029 21,876
ATM and other settlements 31,467 124,450
Others 0,755 915
6,557,466 5.323,681

This ineludes staff performance bonus amounting to Rs. 565.25 mitlion and Rs. 111.12 million for the
financial years ended 31 December 2015 and 31 December 2014, respectively.
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18

20

20.1

20.2

20.3

204

20,5

21

This represents interest lree advance ol USD 13.9 million (December 31, 2014: USD 13.9 million)
provided by the head office for the purpose of initial set up of’ branches” operations. The terms of’

repayment have nol yel been agreed.
NEAD OVFICY, CAPITAL ACCOUNT Note

Capital frold as interest free deposit inr approved
Joreion exchange
USI 36.098 million (2014: USD 36.098 million)
- Balance at the beginning of the year
- Revaluation surplus / (deficit) allowed by the
State Bank of Pakistan during the year

(DEFICIT) / SURPLYS ON REVALUATIGN OF
INVESTMENTS - AVAILABLE FOR SALE

(Deticit) / surplus on revaluation of Government sceurilics
Related deflerred tax asset / (lability) 16§

CONTINGENCIES ANB COMMITMENTS

Transaction-rclated Contingent Liabilities
Governmenl
Others

Trade-related Continpent Liabilities
Letters of credil

Acceptances

Commitments in respeet of forward exchange contracts
Purchase

Sale

Cammilments in respeel of repo transzctions

Repurchase
Resale

Commitments (o extend credit - syndicated loan
MARK-UP/ RETURN/ INTEREST EARNED

On loans and advances o customers

On investiments tn available for sale seeuritics
On deposits with financial imstitutions

On sccurities purchased under resale agreements
On call money lendings

wrﬁw&

2015

2014

(Rupees in '000)

3,627,239 3.802.007
153,702 (174.768)
3,780,941 3.627.239
(3.566) 54.463
1,248 (19.062)
(2,318) 35.401
L 4

44,650,292 22,622,127
61,481,863 39,552,156
106,132,155 62.174,283
793,946 315,081
3,264,603 2275517
217,070,802 150.138.785
220,615,085 153.051.919
- 1.111.677

236,111 319,444
472,716 422113
6,623,914 4.057.222
36,017 55.353
5,027 17.389
106,932 © 55,749
7,244,606 4.607.826




22

23

24

24.1

24.2

MARK-UP/ RETURN/ INTEREST EXPENSED

Deposits
Securities sold under repurchase agreements
Other short term borrowings

2015 2014

Note (Rupees in '000)
531,386 526,912
76,608 -
680,827 551,339
1,288,521 1,078,251

LOSS FROM DEALING IN FOREIGN CURRENCIES

Revaluation loss on forwards / swaps deals
Exchange (loss) / gain on forwards / swaps deals
Exchange gain on foreign exchange spot deals
Others

ADMINISTRATIVE EXPENSES

Salaries and allowances

Charge for defined benefit plan

Contribution to defined contribution plan and EOBI
Charge for Workers' Welfare Fund

- Rent, taxes, insurance, electricity, etc.

Legal and professional charges
Communications

Stationery and printing
Advertisement and publicity
Donations

Depreciation and amortization
Travelling and entertainment
Auditors' remuneration

Others

Donations

Chief minister fund for flood relief
Dar-ul-Sukun
Army Public School

Auditors' remuneration

Audit fee

Provident and Gratuity Fund Audit

Half yearly review

Special certifications and sundry advisory services

™

(114,297) (3,322,643)

(3,264.,773) 1,568,000
1,183,588 199,348
(34,145) 39,549
(2,229,0627) (1.485,746)
894,169 611,333
29.1.4 726 486
2,047 1,435
58,816 28,670
162,884 105,423
12,900 6,127
23,074 19,294
15,858 3,935
12,520 3,517
24.1 50 200
11.2& 114 165,967 79,822
32,132 26,845
24.2 2,312 2,359
40,500 25,964
1,423,955 015,410
50 -
- 100
- 100
50 200
920 650
79 -
217 217
1,096 1,492
2,312 2,359
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25.1

25.2

20

27

28

29

TAXATION 2015 2014

Note (Rupees in '000)

For the year
Currcnt 1,029,256 452,888
Deferred 16.1 (41,952) 36,784
Prior 252 58,228 -

1,045,532 489,672
Relationship between tax expense and

aceounting profit

Profit belore taxation 2,820,861 1,404,838
Tax at the applicable rate of 35% (2014: 35%) 987,301 491,693
Effect of:
- Prior year charge 252 58,228 -
- Others 3 (2,021)
Tax expense for the year 1,045,532 489,672

The Finance Act, 2015 has introduced certain amendments relating to taxation of banking companics.
As per these amendments, one-time super tax at the rate of 4 percent of the taxable income has also
been levied. These amendiments apply retrospectively for the tax year 2015, {i.e. year ended December
31, 2014). The cffects of above amendments have been mmcorporated as a prior year tax charge in these
financial statemenis.

CASII AND CASH EQUIVALENTS

Cash and balances with trecasury banks 6 5,413,124 4,329,697
Balancc with other banks 7 246,427 295,142
Short term lending 669,547 1,129,730
Short term borrowings (818,964) (2,210,628)
5,510,134 3,543,941

CREDIT RATING

Moody's Investor Services Ine. has assigned a long term credit rating of Al and a short termn credit
rating of P-1 to the head office of the Bank as at 02 March 2016 (2014 Al for long term and P-1 for
short tertn). S

STAFF STRENGTH 2015 2014
{Numbecr of employees)

Permancnt 77 72
Temporary / on contractual basis 6 6
Bank's own stafl strength at the end of the ycar 33 78
Outsourced 3 4
Total Staff Strengih 91 82

EMPLOYEE BENEFITS
Defined Contribution Plan

The Bank contributed an amount of Rs. 1,889,818 {2014: Rs. [,435,117) against a recognized Provident
Fund during the year.
t\"’é”e(
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29.1.1

29.1.2

29.13

29.1.4

29.1.5

29.1.6

Defined benefit plan

“The branches opetate an approved gratuity fund registered in October 2013 w.e.f July 2013 [or all its local
permancent employees who have completed the qualifying petiod as defined in the scheme. Tn the current
year, the branches have carried out an actuarial valuation on 31 December 2015 using Projected Unit Credit

Method and reearded the obligation accordingly.

Principal actuarial assumptions

The projected unit credit method, as required by the International Accounting Standard 19 - 'Employec

Benefits', was used for aciuarial valuation based on the following significant assumptions:

2015 2014
Discount rate .00% 10.50%
Salary increase 8.50% 10.00%
The disclosures made in notes 29.1 ta 29.1.12 are based on the information included in the actiarial
valuation report of the Bank as of December 31, 2015,
Reconciliation af (reccivable) from / payable to Nete 2015 2014

defined henefit plan

(Rupees in "00()

Present value of defined bencfit obligations 20.1.6 2,161 1419
Fair valuc of plan asscts 20.1.7 {3,643) (1,681
{1,482) (262)
Movement i (receivable) from / payable to defined benefit plan
Opening balance (262) 450
Charge for the year - in profit and loss account 29.1.4 578 486
Bank's contribution to fund made during the year (1,798) {1,198)
‘Closing balance 12 (1,482) (262)
Clla'rgé for defined benelit plan
Recognized in profit and loss account
Current service cost 848 547
Net interest {122) (61)
726 486
Recognized in ¢ther comprehensive meome *
Return on plan assets exculding interest income 107 -
Acltiatial gain on obligations (255) -
(148) -
Total 578 486
* net of tax is Rs. 90 thousand,
Actual return on plan assets 271 135
Reconciliation of present value of obligation
Present value of obligation as at January [, 2015 1,419 007
Current service cost 848 77!
Past service cost - (223)
Intérest cost 149 73
Remeasurcment loss due to expericnee adjustment (255) {109)
Present value of obligation as at December 31, 2015 2,161 1,419
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29.1.7 Changes in the fair value of plan assets are as follows:

Opening fair value of plan assets

Interest income

Contributions by the Bank

Benefits paid

Return on plan assets exculding interest income
Fair value at end of the year

2015 2014
(Rupees in '000)

1,681 456
271 135
1,798 1,198
(107) (108)
3,643 1,681

29.1.8 Plan assets consist of bank deposits.The gratuity fund was invested within the limits specified by
regulations governing investment of approved gratuity funds in Pakistan, There is no investment in the
shares or securities of the Bank.

29.1.9  Expected gratuity expense for the next year

Expected gratuity expense for the year ending December 31, 2016, works out to Rs. 1,039,662,

29.1.10 Sensitivity Analysis

Impact on obligation of change in assurnptions is as follows:

Particulars 1% increase 1% decrease

(Rs. in 000 (Rs. in 0009
Discount rate (113) 124
Salary increases 123 (114)

~ 29.1.11 * Maturity Profile
Particulars Undiscounted
Payments
(Rs. in 000"

Year ] 150
Year2 225
Year 3 657
Year 4 1,039
Year 5 1,477
Year 6 to Year 10 7,065

29.1.12 Risks Associated with Defined Benefit Plans

a} Investment Risks

The risk arises when the actual performance of the investments is lower than expectation and
thus creating a shortfall in the funding objectives.

b) Longevity Risks

The risk arises when the actual lifetime of retirees is longer than expectation. This risk is
measured at the plan level over the entire retiree population,
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¢)  Salary Increase Risk

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

d) Withdrawal Risk

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

COMPENSATION OF CHIEF EXECUTIVE AND EXECUTIVES

Chief Executive Executives
2015 2014 2015 2014

(Rupees in '000) (Rupees in "000)
Managerial remuneration & bonus 67,942 71,199 118,864 526,057
Charge for defined benefit plan - - 1,264 805
Contribution to defined contribution plan - - 1,389 1,003
Rent and house maintenance - - 6,340 4,361
Utilities - - 1,408 1,081
Medical - - 1,408 967
Conveyance - - 1,042 984
Others - - - 3,172

67,942 71.199 431,715 538,430
Number of persons 1 1 53 36

The chief executive and certain executives are also provided with drivers, security arrangements and payment of trave!
bills in accordance with their terms of cmplioyment.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on quoted market price. Quoted
securities classified as held fo maturity are carried at cost. The fair value of unquoted equity securities, other than
“investment in associates and subsidiaries, is determined on the basis of the break-up valuc of these investments as per their
tatest avaitable audited financial statements,

The fair vatue of unquoted debt securities, fixed term loans, other assets, other Habilities, fixed term deposits and
borrowings cannot be calculated with sufficient reliability due to the absence of a current and active market for these
assets and liabilities and rcliable data regarding market rates for similar instruments.

In the opinion of the management, the fair value of the remaining financtal assets and liabilities are not significantly
different from their carrying values since these are either short-term in nature or, in the case of customer Joans and

deposits, are frequently repriced.

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

Leve! 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical asscts or liabilitics.

Level 2: Fair value measurements using inputs other than quoted prices included within Levet | that are observable for the
assets or liability, cither directly (i.c. as prices) or indirectly (i.e. derived from prices).

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

The table below anatyses finaneial instruments measured at the end of the reporting period by the level in the fair value
hierarchy into which the fair value measurement is categorised:

LSS
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Cirryiag Amount

Fuir viifue

Note  1Mckd for trathing Avafiabie fer Louns and Tatal Level 1 Leveb 2 Levei d Tual
sithe Recelvibies
Ot bada e sheet fanncind instrunivuls £ R pees Bt "0U)
Financia) uscts measured at buir vulie
Other assets - Forward Toreign exchange
CoMrals {2 1115004 - - 1,118,034 1,118,034 - 1,ii%,034
+ Investments k4 - §24,773,022 - i24,770,022 124,771,022 - 124,771,022
Financiai assets nnt steasared ot fair yalue
- Cash and bank halasces with treasury bank 4 - h S413024 SALLIH
1
- Halances with other banks - - 246,27 M6
- Lending ta finaneial insdstions ¥ - . 669,547 669,547
i
- Advaices " - - 6,999,406 6,999,416
- Other assels - - 273.579 17387
1,114,034 11,771.022 13,602,083 139,491,139
Finpncin! liabilitivs smeasared at e value
Other lishiliticx - forward Toreipn exshange
contracts 17 3,463,136 . - 3,463,136 3463136 - 3,463,336
Finuncia! Gukifithes nat mensured at fufe valae
« 11ilts payable 13 - - 266,947 266,947
- Borrowings H . - 140,861,926 THI,Y51,526
- Peposits and niher aceounts 15 - - 26,948,942 26,948,942
- Other Fabilities - - 2.585,184 255,144
3463130 - 129,543,039 133,366,178
Of tulance sbest fnancial insiruments
- Forward pirclasy of foreius vxehunge comrocts 2403 217,070,502 - - 217,070,502 217,070,802 . 207,070,802
= Furward sufe of toreign exchange eomracts 2.3 220,61 5,085 - - 220,615,085 220,615,085 B 220,615,085
2014
Curryhng Amouny Fair value
Neore  eid forirading  Availahie for Loans und Toual Leve! ] Level 2 Level 3
sale Receivables Total
Rupees in VO
O halasee sheet Boracinl inxtruaents
Other axsets » forward forsign exchange
CORIESTS {? 209 AR7 o - 299,487 29494587 299457
- Inyustmenis s - 61.074,604 - 03074004 63,074,604 63,074, 6104
Finageial assets nat
measured af fiir vidue
- Cush aitd baok balances with rensury bunk 6 - - 4,319.697 4.310.697
- Balanees witly othwr binks 7 - - 295,142 205142
- Lending 1o Ginqueial institstions ¥ - - F 129730 Lz
- Advanees it - - 5.R7.050 by 7.050
- {ther pssets B B 451712 41717
299,487 63074, 614 12,293.350 75.607.422
Figancia! liubrilitios mowsured wi Fair value
Onhee Yiahilities » forward foreign exchange
contraces {7 2,550,292 - - 2,530,242 2,530,292 - 2,530,292
Finyacial Xabiiities pot measarcd at fair vajue
- Bills paiyubic &) . 4.667 1,607
- Burrowings & - 56,592,618 6592615
- Deposits and athuer dceounts i5 - - Y.506.726 Y507 20
= Cher fabifities - - A0S 2,127,105
2,530,292 - 08,525,113 TLO35.405
O butanee sheet finunciud instruments
« Forwurd purciase of foreipn exchanpe contraets 20,3 150,133,785 - 150.138.7K5 156,138,785 150,138,785
- Forward sale of foreign excliunge contracts 20.3 I53.051919 - 153.051.91v 153.051.919 R L33.650.0
e
The Branches has not diselosed the Siir vatues For inaieiul nstramends suctt as shor-tena trade receivables and payables, because their corrying amounts are reasonable approximation al fair vaines

i
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32 SEGMENT DETAILS WITI RESPECT TO BUSINESS ACTIVITIES 2015
Corporate Trading &
Finance Sales Qthers Tutal
(Rupees in '000)
Total income 472,716 5,060,921 - 5,533,637
Total cxpenses (154,154) (2,392,675) {165,947 (2,712,778)
Net income 318562 2,668,246 (165,047} 1,820,861
Scgment assets 6,999,406 131,100,119 2,154,770 140,254,295
Segment liabilitics 4,438,407 124,592,502 6824412 133.855,321
Sepment return on assets (ROA) (%) 1.22% 5.06% 0.00%
Segment cost of fimds (%) 2.61% 1 64% 2.73%
2014
Corporate Trading &
Financc Sales Others Total
s e e (RUPEES 10 Q00 o e
Tolal income 422113 2976386 - 3398499
Total cxpensces (i38,432) {1.775.407) (79.822) {1.993.661}
Net income 281,681 1,200979 (79,822 1,404 838
Segment assets 5087050 62.879,171 1,034,164 75,950,387
Segment liabilities 5370178 0,723,163 5,349,480 71,442,821
Scgment return on asscts (ROAY (%) 8.46% 4.78% 0.00%
Segment cost of funds (%) 3.09% 3.17% 1.84%
* Figures have been rearranged for comparison.
33 RELATED PARTY TRANSACTIONS
- Parties arc considered to be refated if one panty has the ability 1o tontrol the other party or exercise significant influence over the other party in making financial
oy operational decisions and includes head office, other branches of the Bank and Key Management personncl and si2ff retirement beneft funds. The
transactions with celated partizs are conducted undet rormal contse of business substantintly on the same tenns a8 those prevailing at the time for comparable
transactions with unrelated partics and do not involve more than a normal risk. Pakistan branches of the Bank alsa pravide advances to employses in sceardanec
with their terms of employment.
Details of the transactions with related parties during the year and balances with them as at year end arc as follows:
2015
Sralf Kcy Other ICBC Head Office Total
retirement Management branches
henciils Personnel
{Rupees in '000)
Balance Sheet
Batances with other barks - - 3312 240,734 246,046
Lendings to financial institutions - - 669,547 ~ 669,547
Borrowings - - 16,130,114 83,551,812 99,681,926
Other liabilitics - - - - -
Profit and Loss
Interest / other income - - 14,09 363 74,459
Interest / other expensc 3816 491,679 336,506 339,172 L171,173
2014
Staff Key Other ICBC Head Office Total
retirement Maragement branchkes
benefits Personnel
- [T T 111§ B ————
Balance Sheet
Bﬂ!.‘ll'.ICCS with othc.r bfmk{a ) - - 48,415 246,347 294,762
]écndlngs to Ainancial institutions - - 1,129,730 - 1,129,730
Ot[)}:ro\i\fn;s;r - - 23,120715 30,360,163 $5,480,938
ct fiabilities - 4,128 1396916 1,401,044
Profit and Linss
Interest / ather income - e
- - 75,523 370 75,893
I 8 9]
ntercst / other cxpense 1433 513922 237 358 21827 1015.740
331 Key Management Personnpel 2018 014

(Rupees in '600)

495,596 513,227
2,653 431
1,408 244

499,657 313922

34 28
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34.2

34.2.1

34.2.2

34.2.3

CAPITAL ASSESSMENT AND ADEQUACY
Scope of Applications
Amounts subjecet to Pre - Basel 1T treatment

The Basel-IIl Framework is applicable to the branches. Standardized Approach is used for calculating the Capital
Adequacy for Credit and Market risks, whereas, Basic Indicator Approach (BIA) is used for Operational Risk Capital

Adequacy purpose.

Capital Management

Objectives and goals of managing capital

The branches manage ifs capifal to attain following objectives and goals:

- an appropriately capitalized status, as defined by banking regulations;

- acquire strong credit ratings that enable an optimized funding mix and liquidity sources at lesser costs;
- cover all risks underlying business activities and

- retain flexibility to hamess future investment opportunities, build and expand even in stressed times.

Statutory Minimum Capital Requirement and Capital Adeguacy Ratio

The State Bank of Pakistan through its BSD Circular No.07 of 2009 dated April 15, 2009 requires the assigned capital
(net off losses) for branches of foreign banks operating in Pakistan to be raised to Rs. 3 billion by the financial year
December 2010. The I1ead Office capital account of the branches for the year ended December 31, 2015 stands at Rs.
3.8 billion and is in compliance with the SBP requirement for the said year.

The capital adequacy ratio ol the Bank is subject to the Basel 1I capital adequacy guidelines stipulated by the State
Bank of Pakistan through its BPRD Circular No. 06 of 2013 dated August 15, 2013, These instructions are effective
from December 31, 2013 in a phased manner with full implementation intended by December 31, 2019. Under Base] 11l
guidelines banks are required to maintain the following ratios en an ongoing basis:

Phasec-in arrangement and full implementation of the minimum capital requirements:

Sr. No Ratio 2013 2014 2015 2016 2017 2018 31-Dee-19
1 CET 1 5.0% 5.5% 6.0% 6.0% 6.0% 6.0% 6.0%
2 ADT | [.5% .5% 1.5% 1.5% 1.5% 1.5% 1.5%
3 Tier 1 6.5% 7.0% 7.5% 7.5% 7.5% 7.5% 7.5%
4 Total Capital 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
5 *CCB 0.0% 0.00% 0.25% 0.65% [.28% 1.90% 2.50%
6 Total Capital Plus CCB 10%| 10.00%] 10.25%] 10.65%| 11.28%]| 11.90% 12.50%

* Capital Conservative Buffer
Branches' regulatory capital is analyzed into three tiers

Commeon Equity Tier 1 capital (CET1), which includes head office capital aecount and un-remitted profit after all
regulatory adjnstments applicable on CETI (refer note 34.4).

et




34.3

Tier 2 capital, which includes Subordinated debt/ Instruments, share premium on issuance of Subordinated debt/
Instruments, general provisions for loan losses (up to a maximum of 1.25% of credit risk weighted assets), gross
reserves on revaluation of fixed assets and equity investments and foreign exchange translation reserves after all
regulatory adjustments applicable on Tier-2 (refer to note 34.4). As at 31 December 2015, the Branches' Tier 2
capital is zero.

The required capital adequacy ratio (10% of the risk-weighted asse!s) is achieved by the branches through improvement
in the capital base, asset quality at the existing volume level, ensuring better recovery management and composition of
asset mix with low risk. Banking operations are categorized as either trading book or banking book and risk-weighted
assets are determined according to specified requirements of the Statc Bank of Pakistan that seek to reflect the varying
levels of risk attached to assets and off-balance sheet exposures. The total risk-weighted exposures comprise of the
credit risk, market risk and operational risk.

Basel-lI Framework enables a more risk-sensitive regulatory capital calculation to promote long term viability of the
branches. It is critical that it is able to continuousty monitor the exposure across entire organization and aggregate the
risks 50 as to take an integrated approach/view. Maximization of the return on risk-adjusted capital is the principal basis
to be used in determining how capital is allocated within the branches to particular operations, The branches remained
compliant with all externally imposed capital requirements through out the year. Further, ihere has been no material
change in the branches' management of capital during the year.

Capital Adequacy

The main objective of the capital management s to improve the financial position of the branches to support the growth
in business,

The branches' capital management approach is driven by its desire to maintain a strong capital base to support the
development of its business, to meet regulatory capital requirements at all times and at the same time maintaining
creditor and market confidence.

In implementing current capital requirements the State Bank of Pakistan requires banks to maintain minimum Capital
Adequacy Ratio (CAR) of 10% as of December 31, 2015 whereas CAR stood at 13.12% at the year ended December
31,2018.

The Bank calculates capital adequacy ratio for credit risk, market risk and operational risk based upon requirements
under Baset Accord as per guidelines issued by the State Bank of Pakistan fom time to time in this regard.

Major credit risk in respect of on and off-balance sheet exposures are mainly claims on banks and corporates.

Market risk exposures are mainly foreign exchange positions. For market risk in its portfolio, based on the methodology
provided by SBP which takes account of specific and general market risk capital charge for interest rate risk using the
maturity method,

For caleulation of operational risk capitai charge using the Basic Indicator Approach as preseribed by SBP vide their
Circular No. 08 dated 27 June 2006.

The Bank’s potential risk exposures shall remain in these exposure types.

Sensilivity and stress testing o the Branch under differcnt risk factors depicts that the capital adequacy ratio is above
the regulatory requirements.

s
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Capital Adequacy Ratio as ad December 31, 2015

Common Equity Tier [ capital (CETI): Instruments and reserves

Fully Paid-up Capital/ Capital deposited with SBP

Balagee in Share Pramium Account

Reserve for issuc of Boaus Shares

Discount on Issuc of sharcs

General/ Stawtory Reserves

Gain/(Losses) vu derivatives hield as Cash Flow Hedge
Unapproprated/unremitied profits/ (losses)

Minority Interests arising [rom CETI capital instfuments issued to third partics by consotidated
bank subsidiarics (amount allowed in CET1 capitai of the consolidation group)
CET 1 before Regulatory Adjustmcnts

Total regulatory adjustments applied to CET1 (Note 34.4.1)

Comman Equity Tier 1

Additional Tier { (AT 1) Capital

Qualilying Additivnal Ticr-1 capilal instruments plus any related share premium
of which: Classificd as cquity
of whicli: Classificd as liabilitics
Additional Ticr-1 capital instruments issued o third parties by consolidated subsidiarics (amount
allowed s group AT 1)
of which: instrument issued by subsidiarics subject 1o phase out
ATI1 before regulatory adjustments
Total regutatory adjusiment apphicd o AT capital (Note 34.4.2)
Additional Tier 1 capital after regulatory adjustments
Additional Tier | eapital recognized for capital adequacy

Tier 1 Capital (CETI + admissible ATI) (11+20)

Tier 2 Capital
Qualilying Ticr 2 capital instrunrents under Basel [ plus any related shate premium
Tier 2 capital instraments subjeet (o phase out arrangement issucd under pre-Basel 3 wules
Tier 2 capital instruments issucd o third parties by consolidated subsidiaries (amouat allowed in
group tier 2)
ol which: instruments issued by subsidiaries subject to phase out
Geueral provisions or gencral reserves for loan losses-up to maximum of 1.25% of Credit Risk
Weighied Asscts
Revaluation Reserves (net of Llaxces)
of which: Revaluation rescrves on fixed assels
ol which: Unrcalized pains/losses on AFS
Forcign Exchange Transtation Rescrves
Undisclosed/Other Reserves (if any)
T2 before regulatory adjustments
Total regulatory adjustment applied to T2 eapital (Note 34.4.3)
Tier 2 capital (F2) alicr reputatory adjustments
Tier 2 capital recognized lor capital adedquacy
Portion of Additional Tier T capital recognized in Tier 2 capital
Total Ticr 2 capital admissible for capital adequacy
TOTAL CAPITAL (T1 + admissible T2) (21437)

Total Risk Weighted Assets (IR3WA) {lor details refer Note 34.7)

Capital Ratius and buffers (in pereentage of risk weighted asseds)
CETI to total VWA
Ticr-1 capital tu total RWA
Total capital ta tatal RWA
Bank speci fie buffer requirement (nininum CET? requirement plus capital conservation buffer
plus any other buller requircment)
of'which: capital conservation buffer requirement
of which: countercyclical buffer requirament
of which: D-8113 or G-5113 buflTer requirement
CLTH available (v meet buffers (as a pereentage of risk weiphied assets)

National minimvan capital requircanents prescribed by SBP
CETL mintmnm ratio

Tier 1 mininnum vitio

Total capital migimum ritio

MU,

c=ath

2015 2014

----------- (Rupees in "000)~-wwuem-mn

3,780,941 3,627,239

2,620,351 844,926

6,401,292 4 472,165

2,518 -

6,398,974 4,472,165

6,398,974 4,472,165

- 35,401

- 35,401

- 35,401

- 35,401

- 35,401

- 35,401

6,398,974 4,507,566

48,765,437 30.774.097
13.12% 14.53%
13.12% 14.53%
13.12% 14.65%
6.00% 5.50%

7.12%

9.03%

6.00%
7.50%
10.25%

5.50%
7.00%
10.00%
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Regulatory Adjustments and Additional Information

Common Equity Tier 1 capital: Regulatory adjustments

Goodwill (nct of related deferred tax liabitity)

All other intangibles (net of any associated deferred tax liability)

Shortfall in provisions against classificd assets

Deferred tax asscts that rely on future profitability exctuding thosce arising from temiporary
differences (net of refated tax lability)

Definced-benefit pension fund net asscts

Reciprocal cross holdings in CET1 capital insiruments of banking, financial and insurance entities
Cash flow hedge rescrve

Investment in own shares/ CET! instruments

Sceuritization gain on sale

‘Capital shortfall of regutated subsidiarics

Deficit on account of revatuation from bank'’s heldings of fixed asscis/ AFS
Investments in the capital instrumenis of banking, financial and insurance entities that arc outside
the scopc of regulatory consolidation, where the bank docs not own morc than 18% of the issued
share capital (amount abovc 10% threshold)
Significant investments in the coinmon stocks of banking, financial and insurance entitics that
arc outside the scope of regutatory consolidation (amouni abeve 0% threshold)
Deferred Tax Asscts arising from temporary differences (amount above 10% threshold, net of
related tax liability)
Amount exceeding 15% threshold

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

of which; deferred tax assets arising from temporary differences
National specific regulatory adjustments applied to CET| capital

Investments in TFCs of other banks exceeding the preseribed limit

Any other deduction speeificd by SBP (mcntion details)
Adjustment to CET! duc to insufficient AT and Tier 2 to cover deductions
Total regulatory adjustments applied to CETI (sum of I to 21)

Additional Ticr-1 & Tier-1 Capital: reguiatory adjustments

Investiment in mutual funds exceeding the prescribed limit [SBP speeific adjustment]

Investment in own AT capital instruments

Reciproeal cress holdings in Additional Tier ! capital instruments of banking, financial and
insurance cotities

Investments in the capital instruments of banking, financial and insurance entitics that arc outside
the scope of regulatory conselidation, where the bank docs not own merc than 10% of the issued
sharc capital (amount above [0% threshold)

Significant investments in the capital instruments of banking, financial and insurance entitics that
are owtside the scope of regulatory consclidation

Portion of deduetion applied 50:50 to Tier-1 and Ticr-2 capital bascd on pre-Basc] 11! trcat ment
which, during transitional period, remain subjeet to deduetion from additienal ticr-1 capital

Adjustments to Additional Tier | duc to insuffieient Tier 2 te cover deductions
Total regulatory adjustment applied to AT1 capital (sum of 23 to 29)

Ticr 2 Capital: regulatory adjustments

Porticn of deduction applicd 50:50 to Tier-1 and Tier-2 capital based on pre-Bascl il treatment
which, during transitional peried, remain subject to deduction from ticr-2 capital

Reciprocal cross holdings in Ticr 2 instruments of banking, financial and insurance entitics
Investment in own Tier 2 capital instrument

Investments in the capital instnunents of banking, financial and insurance entities that arc outside
the seope of regulatory conselidatinn, where the bank decs not own mere than 10% of the issucd
sharc capital (amount above 10% threshold)

Significant investments in the capital instruments issucd by banking, financial and insurance
entitics that arc outside the scope of regulatory consolidation

Total regulatory adjustment applied to T2 capital (sum of 31 to 35)

et

2018 2014
Amounts Amounts

subject to Pre- subject to Pre-

Amount Basel 111 Amount Basc! 111

treatment treatment

e —rrmmanann—---- [Rupees in "000) —-sereamems———o
2,318 -
2318 -
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Additional Information
Risk Weighted Asscts subject to pre-Basel 111 treatment

Risk weighted assets in respect of deduetion items (which during the transitional period will be risk
weighted subject to Pre-Basel 111 Treatment)

of which: deferred tax assets

of which: Defined-benefit pension fund net assets

of which: Reeognized portion of investment in eapital of banking, finaneia! and insurance
entities where holding is less than 10% of the issued common share capital of the entity

of which: Recognized portion of investment in capital of banking, financial and insurance
entities where holding is more than 10% of the issucd common share capital of the entity
Amounts below the thresholds for deduetion (before risk weighting)
Non-significant investments in the capital of other financial entities
Significant investments in the eommon stoek of finaneial entities
Deferred tax assets arising from temporary differenecs (net of related tax liabifity)
Applicable eaps en the inclusion of provisions in Tier 2
Provisions eligible fer inclusien in Tier 2 in respeet of exposures subject 1o standardized approach
(prior to application of cap)
Cap on inclusion of provisions in Tier 2 under standardized approach
Provisions eligible for inelusion in Tier 2 in respeet of expostures subjeet to internat ratings-based
approach (prior 1o application of cap)
Cap for inclusion of provisions in Tier 2 under internal ratings-based approach

Capital Structure Reconeiliation

Table: 34,5.1

Assets

Cash and balanees with treasury banks
Balanced with other banks

Lending to financial institutions
Investments

Advanees

Operating fixed asscts

Deferred tax assets

Other assets

Total assets

Liabilities & Equity

Bills payable

Borrowings

Deposits and other accounls

Sub-ordinated loans

Liabilitics against asscts subject to finanec lease
Deferred tax liabililies

Other liabilities

Total liabilitics

Share capital/ Head office capital account
Reserves

Unremitted profit / Accumulated (losscs)
Minority Interest

-Surplus on revaluation of investments- net of tax

Total equity

Total liabilities & equity

pered™

2015

20t4

{Rupees in "000)

Balance sheet as Under regulatory

in published
financial
statements
245

scope of
eonsolidation

(Rupees in "000)

5,413,124 5413.124
246,427 246,427
669,547 669,547
124,771,022 124,771,022
6,999,406 6,999,406
662,763 662,763
41,078 41,078
1,450.928 1,450,028
140,254,295 140,254,295
266,947 266,047
100,081,926 100,081,926
26,948,982 26,948,982
6,557,466 6,557,466
133,855,321 133,855,321
3,780,941 3,780,941

2,620,351 2,620,351

(2,318) (2,318)
6,398,974 6,398,974
140,254,295 140,254,295




Table: 34.5.2

Assets
Cash and balances with treasury banks
Balaneed with other banks
Lending to financial institutions
Investments
of which: Non-significant investments in the capital instruments of banking,
Sfinancial and insurance entities exceeding 10% threshold
of which: significant investments in the capital instruments issued by banking,

[finaneial and insurance entities exceeding regulatory threshold

of which: Mutual Funds exceeding regulatory threshold

of which: reciprocal crossholding of capital instrument (separate for CET}, AT,
72)

af which: athers (mention details)
Advances

shortfall in provisions/ excess of total EL amount over eligible provisions under
IRB
general provisions reflected in Tier 2 capital
Fixed Assets
Deferred Tax Assets
" of which: DTAs that rely an fitnre profitability excluding thase arising from
temporary differences
of which: DTAs arising fram temporary differences exceeding regulatory threshold

QOther assets.

of which: Goadwill

of which: Intangibles

of which: Defined-benefit pension fund net assets
Total assets

Liabilities & Equity
Bills payable
Borrowings
Deposits and other accounts
Sub-ordinated loans
of wiich: eligible far inclusion in AT!
of whiel: eligible for inclusion in Tier 2
Liabilities against assets subject to finance lease
Deferred tax Habilities
of which: DTLs related to goodwill
of which: DTLs velated to intangible assetx
of which: DTLs related to defined pension find net assets
of which: ather deferred tax liohilities
Other liabilities
Total liabilities

Sharc capital

af which: amount eligible for CETI

of which: amount eligible for AT}
Reserves

of which: portion eligible for inclusion in CET} (provide hreakup)

of which: portion eligible for inclusion in Tier 2
Unremitted profit/ Accumulated (losses)
Minority interest

of which: portion eligible for inclusion in CETI

of which: portion eligihle for inclusion in AT!

of which: portion eligible for inclusion in Tier 2
Surplus on revaluation of assets

of which: Revaluation reserves on Fixed Assets

of which: Unrealized Gains/Lasses on AFS

In case of Deficit on revaluation (deduction from CET!)
Total equity

Total liakilities & Equity

LS

Balance sheet as
in published
finaneial
statemients

2015

Under

regulatory seope
of consolidation

(Rupees in '000)

5,413,124
246,427
669,547

124,771,022

6,992,406

662,763
41,078

1,450,028

5.413,124
246,427
669,547

124,771,022

6,999,406

662,763
41,078

1,450,928

140,254,295

140,254,295

266,947 266,947
100,081,920 100,081,926
26,948,982 26,948,982
6,557,466 6,557,466
133,855,321 133,855,321
3,780,941 3.780.04
3,780,94] 3,780,941
2,620,351 2,620,351
(2.318) (2,318)
(2,318) (2.318)
6,398,974 6,398,974
140,254,295 140,254,295

Refercnce

LT = B R |
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Table: 34.5.3

Common Equity Tier 1 capital (CET1): Instruments and reserves
Fully Paid-up Capital/ Capital deposited with SBP
Balance in Share Premium Account
Reserve for issue of Bonus Shares
General/ Statutory Reserves
Gain/(Losses) on derivatives held as Cash Flow Hedge
Unappropriated/unremitted profits/ (losses)
Minority Interests arising from CET1 eapital instruments issued to third party by consolidated bank
subsidiaries (amount allowed in CET1 eapital of the consolidation group)
CET 1 before Regulatory Adjustments
Common Equity Tier 1 eapital: Regulatory adjustments
Goodwill (net of related deferred tax fiability)
Al other intangibles (net of any associated deferred tax liability)
Shortfall of provisions against elassificd asscts
Deferred fax assets that rely on future profitability excluding thosc arising from temporary
differences (net of refated tax Hability)
Defined-benefit pension fund net assets
Reciproeal eross holdings in CETI capital instruments
Cash flow hedge reserve
Investment in own shares/ CET1 instruments
Securitization gain on sale
Capital shortfall of rcgulated subsidiaries
Deficit on account of revaluation from bank's holdings of fixed assets/ AFS
Investments in the eapital instruments of banking, finaneial and insurance entities that arc outside
the scope of regulatory consolidation, where the bank does not own more than (0% of the issued
share capital (amount above 10% threshold)
Significant investments in the capital instruments issued by banking, financial and insurance cntities
that are outside the scope of regulatory consolidation (amount above [0% threshold)
Deferred Tax Assets arising from temporary differences (amount above 10% threshold, net of
refated tax liability)
Amount exceeding [5% threshold
of which: significant investments in the common stocks of financial entities
of which; deferred tax assets arising from temporary differences
Nattonal specific regulatory adjustments appiied to CET! capital
of which: Investment in TFCs of other banks exceeding the preseribed himit
of which: Any other deduction specified by SBP (mention details)
Regulatory adjustment applied to CET! duc to insufficient AT{ and Tier 2 to cover deductions

Total regulatory adjustments applied to CET1 (sum of 9 to 29)
Common Equity Tier 1

Additional Tier 1 (AT 1) Capital
Qualifying Additional Tier-1 instruments plus any related share premium

of which: Classificd as equily

of whieh; Classified as liabilitics
Additional Tier-1 eapital instruments issucd by consolidated subsidiaries and held by third parties
{amount allowed in group AT 1)

of which: instrument issued by subsidiaries subject to phase out
ATI before regulatory adjustments
Additienal Tier 1 Capital; regulatory adjustments
Investment in mutual funds exceedimg the preseribed it (SBP specific adjusiment)
Investment in own AT eapital ingtruments
Reciprocal cross holdings in Additional Ticr | capitul instrumenis
Investments in the capital instruments of banking, financial and insurance entities that are outside
the scope of regulatory consolidation, where the bank does not own nore than 10% of the issued
share capital (amount above (0% threshold)
Significant investments in the capital instruments issucd by banking, financial and insurance entities
that are outside the scope of regulatory consolidation
Portion of deduction applied 50:50 to core capital and supplementary capital based on pre-Basel 11
treatment which, during transitional period, remain subject to deduction from tier-1 capital
Regulatory adjustments applied to Additional Tier I due to insufficicnt Tier 2 to cover deductions
Tatal of Regulatory Adjustment applied to AT1 eapital (sum of 38 to 44)
Additional Tier 1 capital
Additional Tier 1 capital recognized for capital adequacy
Tier 1 Capital (CETI + admissible AT1) (314+47)

AR

Component of
regulatory
capital reported
bry branches
2015
{Rupees in '000)

3,780,941

2,620,351

6,401,292

2,318
6,398,974

6,398,974

Source based on
reference
number from
step 2

(s)

{u)

(w)
(x)

(i) - {0)
(k) - (p)
0
{(h) - (r} * 20%

{0 - (9} *20%
(d)

(aby)

(a) - (ac) - (ac)

(b) - (ad) - (al)

(1)

1)
(m)

{y)

(ac)

(ad)



49

50

51

52

53

54

55

56

57

58

59

60

6

62

63

64

65

66

67

68

69

70

Table: 34.5.3

Tier 2 Capital
Qualifying Tier 2 capital instruments under Basel [11 plus any refated share premium

Capital instruments subjeet to phase out arrangement from tier 2 (Pre-Basel [11 instruments)

Tier 2 capital instruments issued to third party by consolidated subsidiarics (amount aliowed in
group tier 2)

of which; instruments tssued by subsidiaries subjcet 1o phase out

General Provisions or general rescrves for loan losses-up 1o maximum of 1.25% of Credit Risk
Weighted Asscts

Revaluation Reserves
of which: Revaluation reserves on fixed asscts
of which: Unrealized Gains/Losscs on AFS
Foreign Exchange Translation Reserves
Undisclosed/Other Reserves {if any)
T2 before regulatory adjustments
Tier 2 Capital: regulatory adjustments

Portion of deduction applied 50:50 to core capital and supplementary capital based on pre-Basel I
treatment which, during transitional peried, remain subject to deduction from tier-2 capital

Reciprocal cross holdings in Tier 2 instruments

Investment in own Tier 2 capital instrument

Investments in the capita! instruments of banking, financial and insurance cntities that are outside
the scope of regulatory consolidation, where the bank does not own more than 10% of the issued

share capital (amount above 10% threshold)

Significant investments in the capital instruments issued by banking, financial and insurance entities
that are outside the scopc of regulatory consolidation

Ameount of Regulatory Adjustment applied to T2 capital {sum of 60 to 64)
Tier 2 capital (T2)

Tier 2 capital recognized for capital adequacy

Exeess Additional Tier [ capital recognized in Tier 2 capital

Total Tier 2 capital admissible for capital adequacy

TOTAL CAPITAL (T1 + admissible T2) (48+69)

e

Component of
regulatory
capital reported
by branches
2015
(Rupees in '000)

6,398,974

Source bascd on
reference
rumber from
step 2

{n)

()

purtion of (aa)

(v)

(ae)

(af)



34.6 Main Features Templatc of Regulatory Capital Instruments

Disclosure template for main features of regulatory capital instruments
S. No. Main Features Common Shares | Instrument - 2 | Instrument - 3
1 |Issuer NA NA NA
2 .Uniq‘ue identifier {eg KSE Symbol or Bleomberg NA NA NA
identifier ete.)
3 {Governing law(s) of the mstrument NA NA NA
Regulatory treatment NA NA NA
4 Transitional Basel 1] rules NA NA NA
5 Post-transitional Basel 11 rules NA NA NA
6 Eligible at solo/ group/ group & solo NA NA NA
7 Instrument type NA NA NA
8§ |Amount ref:ognized in regulatory capital ' NA NA NA
(Currency in PKR thousands, as of reporting date)
9 |Par value of instrument NA NA NA
10 JAccounting classification NA NA NA
11 |Original date of issuance NA NA NA
12 {Perpetual or dated NA NA NA
13 Original maturity date NA NA NA
14 |Issuer call subject to prior supervisory approval NA NA NA
15 Opt19nal call date, contingent call dates and NA NA NA
redemption amount
16 Subsequent call dates, if applicable NA NA NA
Coupons / dividends NA NA NA
17 Fixed or floating dividend/ coupon NA NA NA
18 coupon rate and any related index/ benchmark NA NA NA
19 Existence of a dividend stopper NA NA NA
20 Fuily discretionary, partially discretionary or NA NA NA
mandatory
21 Existence of step up or other incentive to NA NA NA
redeem
22 Noncumulative or cumulative NA NA NA
23 |Convertible or non-convertible NA NA NA
24 If convertible, conversion trigger (s) NA NA NA
25 If convertible, fully or partially NA NA NA
26 If convertible, conversion rate NA NA NA
27 If cc?nvertlble, mandatory or optional NA NA NA
conversion
28 If c:(l)nve-rhble, specify instrument type NA NA NA
convertible into
29 If convertible, specify issuer of instrument it
converts into NA NA NA
30 )Write-down feature NA NA NA
31 If write-down, write-down trigger(s) NA NA NA
32 If write-down, full or partial NA NA NA
33 If write-down, permanent or temporary NA NA NA
34 If temporary write-down, description of
write-up mechanigim NA NA NA
35 [|Position in subordination hierarchy in liquidation
.(specify instrument type immediately senior to NA NA NA
instrument
36 _|Non-compliant transitioned features NA NA NA
37__|If ves, specify non-compliant features NA NA NA




34,7 Risk YWeighied Assets

The capital requirements for the banking g

Credit Rivk

roup as pey the major risk categories should be indicated in the manner given befow-

Capital Requirements

Risk Welghied Assets

c.g.

Market Risk

015} 204 mwis ] 2014
(Rupees in '800)
On-Biiance sheel .
Portfolios subicet to signdardized approach (Simple or Comprchensive) :
Cash & cash cquivaicnis - - i i
Servereipgn 4§,566 35,459 455,660 354,598
Public Scctur eolrties - 35,980 - 359,800
Batles 25,701 37.340 257,008 373 403
Cagpovisty 524,047 393.268 5,110,471 3932,682
Rt - 354 o 3,560
Resitlential Murtgages 33i 466 3,308 4,662
PPust e loans - - - -
Operating Fixed Assets 66,276 13,334 002,763 183,341
Pellered tax asscl 10,279 - 102,695 -
Other assets 145,093 25,082 | 1,450,928 850,823
810,284 606,235 8,102,334 6,062,869
Porifelios subjcet to internal Rating Bascd (IRBY Approach
Corporate. Sovereign, Corporate, Retail, Securitization el - - -
Ofii-Balance sheet
Non-market refated
Financial guarantees - - . R
Accepruees 123,789 53,940 1,237 887 339 408
Performance Related Contingencies 2,504,373 }.576,035 25,043,732 15,760,350
Trade Related Contingencics 6,459 5.665 64,391 56,658
2,634,621 1,635,640 26,346,210 16,356,416
Wlarket related
Foreign Exchiange contracts 53,759 60,923 337,587 609,234
Dervatives - - - R
53,739 60,923 537,587 609,234
Equity Exposure Risk in the Buanking Book
Under simple risk weight method
Listed Equaty Investaeny - R . 1
Unlisted Equity lovestment - - . . j
Under lnernal Model appropch - - - -
3,498,664 2,302,848 34,986,631 23,028,519
Capital Reguirement Sor posifolios subject to Standardized Approach
Terest rate risk 713,383 521,663 8,923,538 5,216,638
Equity position risk - - - .
Forcign Exchange risk 14,107 35,890 176,338 338,963
727,990 587,559 9,099,876 3,575,601
Operational Risk
Capital Reguirenment Tor operstional risks 374,314 216,997 4,678,930 2,169,977
Taotal Rislc Weighted Exposures 4,600,968 3077404 18,765,437 7 097
Capital Adequacy Ratios - 2018 2014
Required | Actual Required T "Aciual
%;I ll la i(?(il‘ RWA 0. H0% 13.11%{ S 507 ey
Tmr-} Ldgll.ﬂ 1 tad Rwa 7,504 13.129% 7 00% 14 5175
a4 L H ! ]
'1-01.1] L"\pftj: lt.: u‘u 1! V.RWA 10.00% 13.83% 10.00% 14.65%
olad capial plus CCR 0 RWA 10.25% ] 13.52% NiA A




34.8 Leverage Ratio

The State Bank of Pakistan (SBP) through its BPRD Circular No. 06 of 2013 has issued instructions regarding implementation of
parallel run of Ieverage ratio reporting and its components from December 31, 2013 to December 31, 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
seperate capital standard on December 31, 2018, Banks are required to disclose the leverage ratio from December 31, 2015.

The Base! Il leverage ratio is defined as the capital measure (the numerator) divided by the exposure measure (the denominator),
with this ratio expressed as a percentage:

Leverage Ratio = Ticr 1 capital (after related deduetions)
Total Exposure

As at December 31, 2015 the Bank’s Leverage ratio stood at 3.90% which is well above the minimum requirement of 3.0%,.

20158 2014
(Rupees in "000)
On-Balance Sheet Asscts

Cash and balances with treasury banks 5,413,124 4,329,698
Balances with other banks 246,427 295,142
Lendings to financial institutions 669,547 1,129,730
{nvestments 36,967,662 63,074,604
Adwvances 6,999,406 6,087,050
Operating fixed asscts 662,763 183,340
Deferred tax assets 41,078 -

Financial Derivatives (A.1) 1,118,034 299,487
Other assets 332,894 551,336
Total Assets (A) 52,450,935 75,950,387

Derivatives (On-Balance Sheet)
Interest Rate - -
Equity - -
Foreign Exehange & pold 1,118,034 299 487
Precious Metals {except gold) . .
Commadities . -
Credit Derivatives (protection brought & sold) - -
Any other derivatives - -
Total Derivatives (A.1} 1,118,034 299,487

Off-Balanee Sheet Items excluding derivatives

Direct Credit Substitutes (i.e. Acceptances, general guarantees for indebtness ete.) 3,264,603 2,275,517
Performance-related Contingent Liabilities (i.e. Guarantees) 106,132,155 62,174,283
Trade-rclated Contingent Liabilitics (i.e. Letter of Credits) 793,946 315,081
Lending of securities or posting of securties as collaterals - -

Undrawn committed facilities (which are not cancellable) 236,111 319,444

Unconditionally cancellable commitments - -

. Commitments in respect of operating leases - -
Commitments for the acquisition of operating fixed assets - -
Other commitments - -
Total Off-Balanee Shect Items excluding Derivatives (B) 110,426,815 65,084,325

Commitments in respeet of Derivatives - Off Balanee Sheet Items
(Derivatives having negative fair value are also included)

Interest Rate - -
Equity - N
Foreign Exchange & gold 1,091,875 947,975
Precious Metals (except gold) - -
Commodities - -
Credit Derivatives {protection sold and bought)* - -
Other derivatives - -

Total Derivatives (C) 1,091,875 947,975
Tier-1 Capital 6,398,974 4,507,566
Total Exposures (sum of A,B and C) 163,969,625 141,982,687
Leverage Ratio 3.90% 3.17%

* Exposure from investments is reduced, as the SBP vide their letter ref no. BPRD/BA&CP/661/006094/5 dated 12 March
2015 has given a special approval for reductini in the risk weight from 100% ta 20% on those Government Securities which
arc direct result of currency swap agreements with the SBP,
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RISK MANAGEMENT

The primnary objective of the Risk Management System is to safeguard the Branches® capital, their finaneial resourees and profitability from variows risks. The branches risk
managetnent pelicies are designed to identify and analyze all risks, (o set apprepriate risk Hmits and contrels, o measere amd monitor the sume through relinble Managemem
Informavion Systam.

This section presents information about the branches exposure Lo, and its management ind contro! of, risks, in particular the primayy risks associnted with its use of finaneial
instruntents. Most of the Tunctions specified below have been perfonned at head offiee Tevel.

Credit rizk

Credut Risk Management processes encompass {deatifieation, assessment, measurement, monftoring and controlt ol the credit exposures. Tn the Branches experience, a key to
cltective evedit risk management is a well thought oyt business stratcgy. The branchies facus over the coming years will be to Turther enhanee risk models, processes and
systemns infrustructure, in Hee with its ambition 1o bring maximuny sophistication to the risk managesment function.

The branchies, as per State Bank of Pakistmt Guidelines, calevtated its Capital Adequacy Ratio (CAR]) based on tie SBP Guidelines on Basel 111 Processes have been set for
fine-tuning the systems & procedures, information technology capabilities and risk govervanee structure lo meet the requirements of the advanced approaches as well.

The Head Office has delegated responsibility for the management of eredit risk to the ercdit commintee whicl {5 responsible for the oversipdu of the branches credit risk in
respect of:

- Fonmnulating credit policies

- Establishing the authorization structure

- Reviewing and assessing eredit risk

- Limtiting concentration of exposure 10 counlemparties

- Developing and maintaiming the Branches' risk grading

- Reviewing eompliinnee of business units

- Providing advice. guidance and specialist skills 1o promote best practice in the management of eredir risk.

The branclies have Duilt-up and mainutined a sound loan ponfolio in terms of well-defined Credit Policy. s credit evaluation systeny comprises of well-desipned credit
appraisal, sanclioning and review procedures tor the purposc of emnphasizing prudence in lending activities and ensuring the bigh quality of asset portfolio. As part nf
prudent practices, the management conduels pre-fact validation of major cases from integroted risk peint of view, The Bank manages its porifolio of loan assets with

a vicw to lmit concentrations in tering of visk quality, geopraphy, industry, matusity and large exposure.

Creidit Risk - General Disclosures Basel 1L Specifie

The branehes are using The Standardized Approaeh (TSA)Y of SBP Basel 11 accord for she purpose of estimating Credit Risk Weighted Assets. Under TS A, banks are allowed
10 lake inte consideration external rating(s) of counter-party(s) for the purposc of calenluting Risk Weighted Assets.

Disclasures for portlolio sukject to the Standardized Approach & Supervisnry risk weights in the IRB Approaeh-Basel 1§ specifie
Externad ratings

SBP Basel Il yuidelines require bunks to use catings assigned by specified External Credit Assessment Agencies (ECAls) namely PACRA, JCR-VIS, Meodys, Fitcl and
Standard & Poors.

The branehes use extemal ratings for the purpases of computing the risk weights as per the Base! 1 framework, For exposures with a contraciual matarity of less than or
equal to one year, shorl-tenn rating given by approved Rating Agencies is used. whereas for Jony-tenn exposure with maturity of yreater than one year, Jong-term rating is
used.

Where there are two ratings available, the lower rating is comsidered and where there are three of mare ratings tie sccond - lowest rating is considered,

Disclosures with respeet to Credit Risk Mitipation for Standardized antl ERT upprosehes-Basel 1 specifie

Credit risk mitigation policy

The branches define collateral as the asscts or rights provided to the Bank by the borrower or a third party in order 1o secure a eredit Facility. The branehes would have the
rights ol seeured creditor in respeel ol the assels / contracts nitiered as scourity for the obligations af the borrower / obligor.

Caliatersi valuation and management

As stipulated W the SBP Basel 1} guidetines, the lranches use the comprehensive sppraaeh lor collateral valuation, Under this approach, the Bank reduces its credit exposure
to a counlerparty when calcslating ils eapital requirements 1o the extent of risk mitigation provided by the eligible linaneint collateral as specified in the Base! If guidelines, [n
line with Basel I guidelines, the branches inake ndjusiments in cligible collaterats received for possible future fluctuations in the value of the collateral in fine with the
vequirenients specified by SBP puidetines. These adjusements, also relerred (o as “haircuts”, to produce volatitity-adjusted amounts for collateral, are reduced from the
exposure to cutpute the eapital eharge based on the applicable risk weights.

Types ol eollateral taken by the braoches

The hranches detenning the approprinte collateral for each facility based on the sype of praduct and counterymrty. b case of corporate and small and medium auterprises
Tnancing. lixed assets are penerally taken us sceneity for long tenor Joans aud current assets for working capita! Ganee usinlly backed by marigage or hypathecstian. For
projeet finance, security of the assets of the borrower and assigninent of the underlying project contracts s generally obtained. Additional seeurity such as pledge of shares,
cash collateral, TDRs, $5C/DSCs. cliarpe on receivables imay also be taken. Moreover, in order to cover the entire exposare Personal Guarantees of Directors / Borrowers
are also plxained by the Bank.

The decision on the type and quantum of coliateral for each wansaction is taken by the credit approving autharily as per Lhe approved credit approval authorization. For
facilities provided as per approved product policics, collateral is taken in line with the poliey.

Twpies of efipilite finnoein] colinteral

toc credit risk mitigation purposes, she branches consider all types of fnaneial collaterals 1hat are eligible under SBP Basc! 11 accord. This includes Cash / TDRs, Gold,
secutities issued by Government of Pakistan sueh as T-Bills and P1Bs, National Savings Certificates, eertain debt seewrities rated by a recognized eredit raling agency, 1mual
finuck unils where daily Net Asset Value {(NAY) is nvailable v publie domain and puarantees [romy eertain specificd entities. In general, for Capite! caleulation purposes, in le
with the $BI Basel 1 requirements, the Bank recognizes only elipible collaterals as mientioned in the SBP Baszl 17 accord.

Credit eoncentration risk

Credit coneentration risk arises mainly Jue to concentration of exposures under varions catepories viz. industry. geography, and sinplefgroup borrower, Within credit portfolio
as y pradential nreasure aimed ap better risk management and avoidance of concentration of risks, e SBP has preseeibed regulainry lanils on hanks™ maxinm exposure to
sinpde horrower and group bortowers,

s



35.2.2

Scgmental information

Segments by class of business 2015
*Contingencics and
Advances Deposits Commitments
(Rupces Pereent {Rupees Percent {Rupees Percent
in '000) in '000) in "000)
Mining and Quarrying - 0.0% 306,532 L2% 362,928 0.3%
Textile 300,000 4.3% 2,354 0.1%, - 0%
Electronics and electrical appliances 1,121,065 16.0% 4,963,846 18.5% 198,316 0.2%
Construction - 0.0%, 1,733,169 6.4% 611,523 0.6%
Communication - 0.0% - 0.0% - 0.0%
Power {electricity), Gas, Water, Sanitary 2,146,600 30.7% 15,337,450 56.9% 1,045,181 0.9%
Wholeszle and Retail Trade - 0.0% 155,842 0.6% 1,888,519 1.7%
Exports/Imports - 0.0% 118 0.0% - 0%
Transport, Storage and Communication - 0.0% 3,030,788 11.2% - 0.0%
Financial - 0.0% 29,444 0.1% 102,219,458 92.8%
Chemical and Pharmaceuticals 1,180,001 16.9% 457 0.0% - 0.0%
Individuals 17,851 0.3% 333415 E21% - 0.0%
Others 2,233,489 IL.8% 1,061,567 3.9% 3,864,779 3.5%
6,999.406 100% 26,948,982 100 % 119,190,704 100%
3014
*Contingeneies and
Advances Deposits Commitments
{Rupecs Percent {Rupees Percent (Rupees Percent
in 000} in '000} in '000)
Mining and Quarrying - 0.0% 66,095 0.7% 17,585 0.0%
Textile - 0.0% 633 0.0% - 0.0%
Electronics and electrical appliances 1,364,653 22.4% i.662 0.0% 10,153,633 15.7%
Construction - 0.0% 1,902,335 20.1% 22,310,351 34.4%
Communication - 0.0% 3,505,452 36.9% 12,223,348 18.9%
Power {elcctricity), Gas, Water, Sanitary 2,799,000 46.0%, 3,095,230 32.6% 1,832,253 2.8%
Wholesale and Retail Trade 804,775 13.2% 207,806 3% 18,191,334 28.1%
Exports/Imports - 0.0% - 0.0% - 0.0%
Transport, Storage and Comrmunication - 0.0% 10,008 0.1% 36,177 0.1%
Financial - 0.0% 56,977 0.6% - 0.0%
Chemical and Pharmaceuticais 920,000 15.1% - 0.0% - 0.0%
Individuals 18,067 0.3% 211,847 2.2% - 0.0%
Others 180,555 3.0% 152,681 17 - 0.0%
6,087.050 100% 9,500,726 100%% 64,764 881 160%
Segment by secter 2015
*Camlingencies and
Advaneces Deprosits Commitments
{Rupees Pereent (Rupees PPercent {Riipces Percent
in 000} in "000) in '000)
Public/ Govemment - 0% - 0% - 0%
Private 6,999,406 100% 26,948,982 100%, 110,190,704 100%
6,999 406 L1045 26,948,982 1001%0 110,194,704 100%%
2014
*Cnnuingencies and
Advances Deposits Cemnitments
(Rupees Percent (Rupees Pereem {Rupees Percem
in '000) in '000) in 00
Pubiie/ Govemment 1,799,000 30% - 0%, - 0%
Private 4,288,050 70% 9,500,726 1 00% 64,764,881 100%
6,087 050 100% 4,500,726 100%, 04,764,841 160%,

GEOGRAPHICAL SEGMENT ANALYSIS

Pukistan

Pakistan

2013

Prefit before

Total nssets

laxatian cmployed

Net assets
empinyed

*Cantingencics
and
commitments

-~ (Rupees in 'H00})

2420801 140,254,295 0,308 974 110,190,704
204
Profit before Total asseis Net ussets °Contingencies
(axation emnploved vinpleyeld mind commitments
---------------------------- (Rupees i Q00 e
404,838 75,950,387 4 507 566 64,764,881

* Comingent liabilities for the purpnse of this note are presented at cost and include transaction and trade related eoningent linbilities.

TS
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35.3.1

354

Market risk

Market risk is the risk of loss arising from movement in market variables including observable variables such as interest rates,
exchange rates and equity indices, and others which may be only indirectly observable such as volatilities and correlations. The
branches’ policy is that all market risk taking activity is undertaken within approved market risk limits, and that the branches'
standards/ guiding principles are upheld at all times.

Market Risk Management is an independent control function with clear segregation of duty and reporting line with the
business-line. Its main responsibility is to ensure that the risk-taking units manage the Bank's markel risk exposurc within a
robust market risk framework and within the Bank's risk appetite. The Bank's standard systems are used to furnish senior
trading and Market Risk staff with risk exposures. All trading activities and any business proposal that commit or may commit
the Bank (legally or morally)} to deliver risk sensitive products require approval by independent authorized risk professionals or
commiltees, prior to commitment.

Foreign exchange risk

Foreign exchange risk arises from the fluctuation in the value of financial instruments consequent to the changes in foreign
exchange rates. The Bank manages this risk by setting and monitoring dealcr, currency and counter-party limits for on and
off-balance sheet financial instruments.

FX risk is mainly managed through matched positions, Unmatched positions are covered substantially through derivative
instruments such as Forwards and Swaps.

The currency risk is regulated and monitored against the regulatory/statutory limits enforced by the State Bank of Pakistan. The
foreign cxchange exposure limits in respective currencies arc managed against the prescribed limits.

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

Interest rate risk

2015
Assets Liabilities Off-balance Net foreign
sheet items currency
exposure
(Rupees in '000)
Pakistan Rupee 134,799,892 21,992,383 106,407,176 6,400,333
United States Dollar 4,756,703 70,071,765 (65,487,924) 172,862
Great Britain Pound 16 - (4 20
Japanese Yen 35 - - 35
" Euro 21,193 18,582,795 (38,468,206) (93,344)
Chinese Yuan 674,357 3,208,378 (2,451,025) (82,996)
HKD 2,099 - an 2,116
Total foreign currency exposure 5,454,403 111,862,938 (106,407,176) (1,307}
Total currency exposure 140,254,295 133,855,321 - 6,399,026
Assets Liabilities Off-balance Net foreign
sheet items currency
exposure
- ~(Rupees tn ‘000 )-mammwmvmne oo om i st e
Pakistan Rupee 11,234,524 10,354,196 (44,545,669 (43,665,341)
United States Dollar 47,254,866 43,627,628 11,127,305 14,754,543
Great Britain Pound - - - -
Japanese Yen - - - -
Euro 17,121,639 17,121,639 34,018,634 34,018,634
Chinese Yuan 339,358 339,358 (600.270) (600,270)
Total foreign currency exposure 64,715,863 61,088,625 44,545,669 48,172,907
Total currency exposure 75,950,387 71,442 821 - 4,507,566

The interest rate risk arises from the fluctuation in the value of financial instruments consequent to changes in market interest
rates. The branches are exposed to interest rate risk as a result of mismatches or gaps in the amounts of assets and labilities and
off-balance sheet instruments that mature or are re-priced in a given period. In order to ensure that this risk is managed within
acceptable limits, branches' Asset and Liability Management Committee {ALCO) monitors various gap Himits and re-pricing of
the assets and fiabilities on a regular basts.
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35.4.1

Mismatch of interest rate sensitive financial asscts and linanciaf Babitities

On-balance sheet financial instruments

Assets
Cesh and balances with treasury banks
Bafances with other banks

Lendings o financial insdn
[nvestments - net
Advances - net

Other assets

Liabilities

Bills payable

Borrowings

Deposits and other accounts
COther lighilities

On-balance sheet gap

Off-balance sheet financial instruments

Forward exchange contracts - purchase

Fonward exchange contracts - sale
Off-balance sheet gap

Total Yield / Interest Risk Sensitivity Gap

Cumutative Yield / Interest Risk Sensitivity gap

Qn-balancc sheet financizl instrumenss

Assets

Cash and balances witih treasury banks
Balances wui osher bziks

Lendings to finzneizl institutions
[nvestments - net

Advances - et

Other asscts

Lialhties

Bills pavable

Borrowimgs

Deposils and other aceounts
Other habihiies

On-balance sheet 2ap

AL

2018
Effective Exposed to vield [aterest Risk
Yield / Total Over1 Over3 Over 6 Over 1 Over2 Over 3 Over 5 Non-interest
Interest Uptol to3 to b Months to2 ‘a3 tad to 10 Above bearing
rate Month Months Months to | Year Years Years Years Years 10 Years financiak
[ instruments
- 5,413,124 - - - - - - - - - 5,413,124
0-1.4 246,427 246,046 - - - - - - - - 381
1.3-1.3 669,547 669,547 - - - - - - - - -
6.29-6.94 124,771,021 - 5,899,473 105,591,317 13,280,231 - - - - - -
2.82-10.13 6,999,406 2,986,600 651,163 2,349,903 730,006 152 4,213 267,924 - 9,451 -
- 125,044,601 - - - - - - - - - 125,044,601
263,144,126 3,902,193 6,350,636 107,941,220 14,010,231 152 4,213 367,924 - 9,451 130,458,106
- 266,947 - - - - - - - - - 166,947
0.25-65 100,081,926 $18,964 - 59,262,962 - - - - - - -
03642 26,948,982 13,319,171 - 1,625,770 1,340,314 299,924 - - - - 10,363,363
- 6,008,320 - - - - - - - - - 6,008,320
133,306,175 14,138,135 - 104,838,732 1,340,314 299,924 - - - - 16,639,070
129,837,951 (10,235,842) 6,550,636 7,052,488 12,669,517 (29%,772) 4,213 267,924 - 2,451 113,819,036
217,070,802 33,508 15,181,182 157,987,080 43,869,032 l !
320,615,085 33,233 15,290,356 161,425,747 43,865,743
(3,544,283) 269 (109,174) (3,438,667) 3,289 - - - - - -
(10,235,673) 6,411,462 3,613,821 12,673,206 {299,772) 4,213 267,924 - aA51
{10,235,673) (3,794,211) (180,390) 12,492.816 12,193,044 12,197,257 12,465,181 12,465,181 12,474,632
2014
Effectiv Exposed to yicld Interest Risk
ective = "
Vield f Toul O\-ci 1 Over 3 Over 6 Over | O\'Cf 2 Over3 OQver 3 Nom-interest
Interest race Upte ! 03 to b Months @2 t03 to 5 o 10 Above bearing fimancial
Month Months Months 10 | Year Years Ycars Years Years 10 Years instruments
%
- 4,329,697 - - - - - - - - - 4,329,697
0-1.5 295,142 294,763 - - - - - - - - 379
4.0-4.1 1,129,730 484,170 645,560 - - - - - - - -
2.39-10.02 63,074,604 - 22,146,508 40,528,096 - - - - - - -
2731207 6,087,050 1,374,969 1,730,213 533,291 2249955 105 1,059 3,582 185,151 8723 -
- 751,199 - - - - - - - - 731,199
753,667 422 2153902 24,522 283 41,461,387 2,249,855 103 1,03% 3,582 185,131 8,723 3,081,275
- 4,667 - - - - - - - 4,667
008-9.5 36,592,615 3,322,305 20,096.620 33,173,690 - - - - - -
0-%.70 2,500,726 4,027,651 2,908,573 165,720 3,720 - - - - - 1,395,060
- +4.957,397 - - - - - - - - - 4957387
71,055,405 7,349,956 23,005,193 33,339410 3720 - - - - - 7,357,i24
3,612,017 (5,196,034) 1,517,088 8,121,977 2,246,235 105 1,039 3,582 185 151 8,723 (2,275, 34%)




2014

Effectiv Exposed 10 yield Interest Risk
celive Over | Over3 Gver 6 Over 1 Over 2 Gver 3 Qver 5 .
Yicld / Total P 10 Ab Non-interest
, Interest rate Upto !l ) to Months to 2 to3 to 3 to ove bearing financial
Y Month - Months Months to 1 Year Years Years Years Years 10 Years instruments
Qff-balance sheet financial imstruments %
Forward e;(change contracts - purchase 150,138,785 13,182,649 51,024,193 65,960,110 19,971,833 - - - - - -
Forward exchange contracis - sale 153,051,919 13,177.723 51,855,511 68,056,146 19,962,539 - - - - - -
Off-balance shect gap (2,513,134} 4,926 {831.318) (2,096,036) 9,254 - - - - - -
Total Yield / Interest Risk Seasitivity Gap (5,191,128) 685,770 6,025,941 2,255,529 105 1,059 3,582 185,151 8,723
Corulative Yield/ Interest Risk Sensitivity gap (5,191,128 (4,503,358) 1,520,583 3,776,112 3,776.217 3,777,276 3,780,858 3,966,009 3,974,732
Reconciliation of Assets and Liabilities exposed to vield / interest rate risk with Total Assets and Liabilities 2015 2014
(Rupecs '000)
Toral financial assets as per note 35.4.1 263,144,126 75,667,422
Add: Non financial assers
Opecating fixed assets 662,763 183,341
Deferred tax assets 41,078 -
Other Assets (123,593.672) 99,624
Total assets as per statement of financial position 140,254,295 75.950,387
Totai liabilities as per note 35.4.1 133,306,875 71,055,405
Add: Non financial liabilities
Deferred tax liabilities - 21,132
Other Habilities 549,146 366.284
Total liabilities as per statement of financial position 133,855.321 71,442,821
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Liquidity risk

Liquidity risk is the risk that the branches will be unable to meet their net funding requirements. Liquidity risk can be caused by market destruction of eredit downgrades, which may cause certain sources
of funding to become unavailable, To guard against this risk the branches’ assets are managed with liquidity in mind, maintaining a healthy balance of cash, cash equivalents and readily marketable securitics.
The maturity profile is monitored to ensure adequate liquidity is maintained.

The table below summarizes the maturity profile of the branches assets and liabifities. The contractual maturities of assets and liabilitics at the ycar end have been determined on the basis of the remajning
period at the balance sheet date to the contractual maturity date and do not take account of the effective maturities as indicated by the branches deposit retention history and the availability of liquid funds,
Assets and liabilities not having a contractual maturity are assumed to mature on the expected date on which the assets /liabilities will be realized / settled.

Maturities of assets and liabilities - based on contractual maturity of the branches

Assets

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
[nvestments - net

Advances

Operating fixed assels

Deferred tax asset

Other assets

Liabilities

Bills payable

Borrowings

Deposits and other accounts
Deferred tax liabilities
Other liabilities

Net assets
Head Office-capital account

Unremitted prefit / Accunulated (losses)
Deficit on revaluation of investments - net of tax

2 [LUA

2015
Total Up to 1 month Over1to3 Over3to 6 Over 6 Months!| Overlto2 Over2to{Over3to5|[Over5to10(; Above 10
Meonths Months to [ Year Years 3 Years Years Years Years
(Rupees in "000)

5,413,124 1,632,183 - - - - - - - 3,780,941
246,427 246,427 - - - - - - . -
669,547 669,547 - - - - - - - R

124,771,022 - 5,899,474 105,591,317 13,280,231 - - - - -

6,999,406 2,986,600 651,163 2,349,903 736,000 152 4,213 267,924 - 9,451

662,763 - - 20 2,285 6,401 7,055 627,824 19,178 -
41,078 41,078 - - - - - - - -
1,450,928 1,465,458 35,665 9,805 - - - - - -
140,254,295 6,981,293 6,586,302 167,951,045 14,912,516 6,553 11,268 895,748 19,178 3,790,392
266,947 266,947 - - - - - - - -
160,081,926 818,964 - 99,262,962 - - - - - .
26,948,982 23,682,974 - 1,625,770 1,340,314 299,924 - - - -
6,557,466 4,019,063 815,742 35,649 57,258 79,616 51,175 42,854 1,456,109 -
133,855,321 28,787,948 815,742 100,924,381 1,397,572 379,540 51,175 42,854 1,456,109 -

6.398.974 (21.806.655) 5,770,560 7,026.664 12,614,944 (372,987 _ (39,907) 852,854 (1,436,931) _ 3,790,392

3,780,941

2,620,351

(2,318)

6,398,974




Asscts

Cash and balances with treasury banks
Bzlances with other banks

Lendings to financial institutions
investments - net

Advanges

Operating fixed assets

Other assets

Liabilities

Bilis payable

Borrowings

Deposits and ether accounts
Deferred tax labilities
Other Yabilities

Net assets
Head Office-capital account

Unremitted profit / Accumulated (losses)
Surplus on revaluation of investments - net of tax

2014

Total Up to | month Overlto3 Over3to 6 Over 6 Months Overito2 |[Over2ta3} Over3te5 || Over5to 10 || Above 10
' Menths Months to | Year Years Years Years Years Years
----------- (Rupees in "000) cremmmensmmmmecans s e
4,329,697 702,458 - - - 3,627,239
295,142 295,142 - . - - “
1,129,730 484,170 645,560 - - - - - - -
63,074,604 - 22,146,508 40,928,096 - - - - - -
6,087,050 1,374,969 1,736,215 533,291 2,249,955 103 1,659 3,582 185,151 8,723
183,341 - - - 968 8,305 161,612 12,456 - -
850,823 172,491 59,599 - 18,733 - - - - -
75,950,387 3,629,230 24,581,882 41,461,387 2,269,656 8,410 162,671 16,038 185,151 3,635,962
4,667 4,667 - - - - - - - -
56,592,615 3,322,305 20,096,620 33,173,650 - - - - -
9.500,726 6,422,711 2,908,575 165,720 3,720 - - - -
21,132 - - - 21,132 - - - - -
5,323,681 3,583,792 73,527 33,931 56,755 70,860 56,785 48,877 1,390.154 -
71,442,821 13,333,475 23,078,722 33,373,341 81,607 70,860 56,785 48,877 1,399,154 -
4.507,566 (9.704,245) 1,503,160 8,088,046 2,188,049 (62,450) 105,886 (32,839} _ {1.214,003) 3.635962
3,627,239
844 926
35.401
4.567,566
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Operational risk

The branches' operational risk is related to possible losses which may be incurred as a result of
failures occurring in the branches' day to day operations, such as breakdown in electronic and
telecommunication, routines or other systems. Additional factors being insufficient levels of
professional skills or human errors. In order to keep the branches' operational risks to a minimum
level, various suites of risk tools are used to manage operational risk using a common categorization
of risk.

Branches' approach to operational risk is not designed to eliminate risk, rather, to contain it within
the acceptable levels, as determined by senior management, and to ensure that the branches have
used sufficient information to make informed decisions about additional controls, adjustments to
controls, or other risk responses.

Operational risk disclosures - Basel II Specific

The branches use Basic Indicator Approach to calculate capital charge for operational risk as per
Bascl Il regulatory framework. This approach is considered to be most suitable in vicw of the
business model of the branches.

DATE OF AUTHORIZATION FOR ISSUE
23 MAR 2016

The financial statements were authorized for issuc on by the Chief Executive
Officer and Head of Finance of the branches.

GENERAL

_Comparative information has been re-classified, re-arranged or additionally incorporated in these

financial statements, wherever necessary to facilitate comparisen.

N

IIe enghu Ye Ning
Chief ExeeutivH Officer Head of Finance
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INDUSTRIAL AND COMMERCIAL BANK OF CHINA LIMITED KARACHI BRANCH

STATEMENT ON INTERNAL CONTROL

It is the responsibility of the management of ICBC Pakistan Operations to establish,
improve and effectively implement internal controls and to evaluate the effectiveness
of the internal controls of the Branch.The objective for the internal control system of
the Bank is to reasonably assure that the Bank’s operations and management are in
compliance with relevant laws, safety of Bank assets, as well as the timeliness,
authenticity and completeness of its business record, financial information and other
management information, to enhance operation efficiency and results, and to facilitate
the Bank in achieving its development strategy and operating target.

The Bank has adopted internationally accepted COSO Internal Control - Integrated
Framework covering all sets of Internal Controls and ensuring compliance with SBP
Guidelines.SBP’s Guidelines on ICFR have been implemented and the same is
updated as and when required and subject to annual review by External Auditors.

The Internal Audit Department of the Bank reviews the adequacy and effectivenessof
bank wide internal controls and believed that during the reporting period, internal
control system of the Bank was sound and effectively implemented. Keeping in view
the risk exposure, internal controls are regularly reviewed and reported on their
soundness.

For the year under review, it has been endeavored to follow the Guidelines on Internal
Controls and that it is an ongoing process for the identification, evaluation and

- management of significant risks faced by the bank. The system is designed to manage,
rather than eliminate the risk of failure in order to achieve the business objectives, and
can only provide reasonable assurance against material misstatement or loss.

V4 et (2] 54,

He Muhammad Imran Khalid Zhou Kun
CEO Head of Compliance Head of Internal Audit

16th Floor, Ocean Tower, G-3, Block-9, Scheme # 5, Main Clifton Road, Karachi, Pakistan.
Tel: 021-3520-8988 / 3520-8800 Fax: 021-3520-8930 Website: www.icbc.com.pk

ICBC 1S INCORPORATED IN THE PEOPLE’S REPUBLIC OF CHINA, THE LIABILITY OF MEMBERS BEING LIMITED.,
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Risk Management Framework

ICBC Pakistan Operations (“Bank™) has risk management guidelines to manage
Credit Risk, Market Risk and Operational Risk.

ICBC Head Office has setup parameters under which the Bank is responsible for
formulating high-level policies which includes independent review of the large credit
exposure and the portfolio management of risk concentration. It also reviews the
efficiency of credit approval process, a key element of which is the Bank’s universal
facility grading system. ICBC has dedicated standards, policies and procedures in
place to control and monitor all such risks. ICBC has a well-established credit risk
management process, which involves control and monitoring of exposure.

The management of market risk is controlled through risk limits. The Bank launched
Global Market Risk Management system (GMRM) to establish an integrated and
unified data and risk measurement management platform. The Bank also implemented
the measurement and monitoring of interest and exchange rate risk.

In order to guarantee the bank liquidity, ICBC has adopted the following measures:
a. Strengthen the forecast of the assets and liabilities of the Bank and properly
arrange adequate capital
b. Enhance communication with other financial institutions to further strengthen
our access to liquidity
c¢. Flexible pricing based on marketing research to attract more customer deposit

ICBC established policies and manuals to ensure that the control environment is
formal and documented. Each policy and manual has its owner and is approved and
documented. ICBC promotes compliance culture, advises management and line staff
on regulations, assists in designing internal controls, monitors compliances with laws
and regulations, communicates with the regulator and consultants, and provides
training to staff, all of which helps raise staff awareness and enhance compliance
controls.

[¢% 4

Zhang Rongxtang '
Chief Executtye Officer Head of Risk

16th Floor, Ocean Tower, G-3, Block-9, Scheme # 5, Main Clifion Road, Karachi, Pakistan.
Tel: 021-3520-8988 / 3520-8800 Fax: 021-3520-8930 Website: www.icbc.com.pk

ICBC 1S INCORPORATED IN THE PEQPLE'S REPUBLIC OF CHINA, THE LIABILITY OF MEMBERS BEING LIMITED.



