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Directors’ Report to the Members

On behalf of the Board of Directors, we are pleased to present the financial statements of National
Bank of Pakistan for the nine months period ended September 30, 2018.

Bank’s Performance Highlights:

For the nine months period ended September 30, 2018, the Bank’s unconsolidated pre-provision profit
amounted to PKR 28.10 billion which is 13.15% higher as compared to PKR 24.83 billion for the
corresponding period last year. Pre-tax profit amounted to PKR 23.12 billion as against PKR 23.22
billion for the corresponding period of 2017, registering a marginal decrease of 0.46%. After-tax profit
increased by PKR 1.47 billion or 10% from PKR 14.71 billion to PKR 16.18 billion. This represents a
return on average assets (RoA) of 0.89%, compared to the RoA of 0.93% in September 2017, and
translates into pre-tax and after-tax return on equity of 22.95% and 16.1% respectively. Earnings per
share amounted to Rs. 7.60 as against Rs. 6.91 for the nine month period ended September 30, 2017.

Mark-up/interest income: During the petiod under review, the Bank has earned mark-up/interest
income amounting to PKR 105.22 billion, being 19.82% higher than PKR 87.82 billion earned during
the corresponding period last year. This growth is achieved mainly through volumetric growth in both
investment and advances coupled with the impact of so far of 2.75% increase in the policy rate. Net
mark-up/interest income for the petiod under review amounted to PKR 43.55 billion, being 13.69%
higher against PKR 38.31 billion earned during the corresponding period last year. During this period,
the Bank booked provision charge against advances amounted to PKR 4.00 billion as against PKR 2.41
billion, and on account of investments Rs. 440 million as against a reversal of Rs. 2.39 billion during
the similar period last year.

Cost of funds however increased during the 3™ quarter to 4.3% as compared to 3.9% till June 2018.
Increase in cost of funds is mainly attributable to higher volume of Repo transactions which mainly
constitutes borrowings against treasury bills. Cost of deposits was also higher mainly due to higher
volume and rate impact of PLS saving and NIDA deposits. However, the increase is partially offset by
lower cost of term deposits due to maturity of high cost TDRs. Cost of funds however increased during
the 3" quarter to 4.3% as compared to 3.9% till June 2018. Increase in cost of funds is mainly
attributable to higher volume of Repo transactions which mainly constitutes borrowings against
treasury bills. Cost of deposits was also higher mainly due to higher volume and rate impact of PLS
saving and NIDA deposits. However, the increase is partially offset by lower cost of term deposits due
to maturity of high cost TDRs.

Non mark-up/interest income: During the period under review, the Bank has focused on trade
business as well as improvement of service quality. Despite a lacklustre performance by the stock
market, non mark-up / interest income for the petriod has only matginally dropped by 2.15% to PKR
22.49 billion as against PKR 22.98 billion earned during the corresponding period last year. Despite a
tough market competition, the Bank improved its earnings from fee & commission (PKR 12.55 billion)
by 8.61%, and income from dealing in foreign currencies (PKR 3.03 billion) by 111.37% as against PKR
1.43 billion earnings for corresponding period last year. However, this growth was mostly off-set by
the adverse performance of stock market as Bank’s dividend income dropped by 18.86% to PKR 2.05
billion, and capital gains realised dropped by 48.78% to PKR 3.18 billion.

Expense Management: Administrative expenses for the nine months period amounted to PKR 37.92
billion being higher by 4.45% as compared to PKR 36.30 billion for the corresponding nine months
period of 2017. Administrative expenses remained well controlled, and the periodic growth observed
is in line with the industry norms. Major costs incurred during the period related to salaries &
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allowances, branch uplift & renovation and IT infrastructure development & maintenance. The Bank
has also invested in improving its customer service quality, corporate image and market visibility
through advertisements and social services.

Balance Sheet Review:

The bank is expanding its market outreach and has become a PKR 2.47 trillion Bank by the balance
sheet size. During the period under review, Bank’s balance sheet recorded a 4.19% growth and reached
to PKR 2,469.29 billion as of September 30, 2018 as against PKR 2,369.88 billion as of December 31,
2017.

The Bank is pursuing a strategy of improving its loan book through quality lending and effective post-
disbursement monitoring to keep the NPL accretion at a minimal level. As of September 30, 2018,
Bank’s gross advances amounted to PKR 953.28 billion which is 11.24% higher than PKR 856.94
billion as of December 31, 2017. Growth was mainly achieved in domestic loan book. Bank’s Islamic
financing and related assets amounted to PKR. 23.50 billion, showing a 22.78% growth over that of
December 31, 2017.

As of September 30, 2018, Bank’s non-performing loans amounted to PKR 135.80 billion which is
12.42% higher than NPL amounting to PKR 120.80 billion as of December 31, 2017. Increase in NPL
is mainly due to exchange rate impact of overseas NPL and classification of certain domestic loans.
NPL to Gross Advances ratio is 14.25%, which is slightly higher than 14.10% as of December 31, 2017.
NPL are adequately covered through the required specific provision amounting to PKR 118.04 billion
and a general provision of PKR 6.79 billion.

As of September 30, 2018, Bank’s investments at cost amount to PKR 1,230.59 billion, being 3.25%
lower than PKR 1,271.94 billion as of December 31, 2017. Whereas, net of provisions investment as
of September 30, 2018 amounted to PKR 1,215.46 billion which is 3.32% lower against PKR 1,257.26
billion as of December 31, 2017. Pursuant to our effective risk and capital adequacy management
strategy, the investment portfolio is efficiently diversified across zero risk treasury instruments & bonds,
high dividend yield equities and other interest bearing financial instruments.

With a 4.21% growth during the period under review, Bank’s deposits have increased to PKR 1,799.79
billion as of September 30, 2018. Growth was also achieved in our Islamic banking branches network
which increased from 169 branches as of December 31, 2017 to 180 branches as of September 30,
2018. Satisfactory growth is observed in Islamic Banking deposits as well as advances during the period
under review.

Capital Strength & Adequacy:

NBP, being recently designated as a Systemically Important Bank by the State Bank of Pakistan, has
developed effective plans to comply with the enhanced regulatory and supervisory requirements set by
the SBP and Basel framework. During the period under review, Tier-I capital of the Bank has increased
from PKR 101.30 billion as of December 31, 2017 to PKR 118.59 billion as of September 30, 2018.
Bank’s total capital & reserves amounted to PKR 188.31 billion as against PKR 175.38 billion as of
December 31, 2017. Bank’s capital adequacy ratio of the Bank stands improved from 15.95% in
December 2017 to 18.05% as of September 30, 2018.



Credit Rating:

Bank’s credit rating is carried out by both, JCR-VIS and PACRA credit rating agencies. In June 2018,
they both reaffirmed Bank’s credit rating at ‘AAA/A-1+" (Triple A/A-One Plus) with a ‘Stable’
Outlook.

Contingency Regarding Pension Case:

As disclosed in Note 14.4.5 to the Financial Statements for the nine months period ended September
30, 2018, the Bank has filed a review petition with Honourable Supreme Court of Pakistan and also
made an application for constitution of larger bench of the Supreme Court to hear the review petition,
which has been accepted. Hearing of the review petition has not been fixed as yet. Pending the decision
on review petition, financial impact of the subject case has not been included in the current financial
statements as the Bank looks forward to a favourable outcome of the case.

Compliance with regulatory matters in USA operations:

The Bank and its New York Branch have entered into a written Agreement with the Federal Reserve
Bank of New York and New York State Department of Financial Services which, znter-alia, requires the
Bank to address certain compliance and risk management matters relating to anti-money laundering
and the US bank secrecy law requirements and the implementation of the requisite systems and controls
and deployment of adequate resources to ensure compliance with such requirements. The Bank has
addressed all the clauses of the agreement and its validations are in process.

Appropriation of Profits:

Profit for the nine months period ended September 30, 2018 after carry forward of accumulated
profit of 2017 is proposed to be appropriated as follows:

(PKR Million)
Profit before tax for the nine months period ended September 30, 2018 23,116
Taxation:
- Current 9,208
- Prior Year (20,755)
- Deferred 18,486
6,939
After tax profit for nine months period ended September 30, 2018 16,177
Un-appropriated profit brought forward 54,061
Other comprehensive income - net of tax 621
Transfer from surplus on revaluation of fixed assets — net of tax 77
Profit available for appropriations 70,936
Appropriation:
Transfer to Statutory Reserve (10% of after-tax profit) 1,617
Un-appropriated profit carried forward 69,319



Economic Environment:

The GDP growth was recorded at 5.3% in fiscal year 2017, despite challenges Real GDP is expected
to grow by 5.6% this year, supported by investment related to the China-Pakistan Economic Corridor
(CPEC), strong consumption growth, and ongoing recovery in agriculture.

Despite growth in both workers’ remittances and exports during the first two months of FY19, a
notable increase in imports bill has kept the current account deficit at US§ 2.7 billion, as compared to
US$ 2.5 billion, in the corresponding 2 months period last year despite non-oil imports declining during
the period. Owing to these developments SBP’s net liquid FX reserves have declined to US$ 8.4 billion
at the end of September, 2018 compared to US§ 14 billion at beginning of the year 2018.

Increased imports have led to a widening current account deficit and a significant decline in
international reserves. The Financial Year 2017-18 current account deficit could reach 4.8% of GDP,
with gross international reserves further declining. The widening current account deficit coupled with
sharp decline in country’s foreign reserves has resulted into approx. 35% depreciation of Rupee. Given
the pressures on current account and rising inflation, SBP recently increased policy rate by another 100
basis points to 8.5%. This raise is expected to support core earnings for the Banks.

Despite tightening of macro-financial conditions, financial institutions recorded fairly stable core
incomes during the period. Pressure on non-interest income was however observed due to lacklustre
performance of the Stock market. The banking sector has registered an asset expansion of 15.8% largely

due to robust growth in advances to private sector. Consolidated asset base of the financial sector has
expanded by 12.8% during CY “17.

Future Outlook:

At NBP, Strategic priority remains strengthening our industry position through enhanced market
outreach, adding more to our product range, deploying technologically advanced business model and
alternative delivery channels. With an ultimate objective of creating value for our stakeholders,
particularly the shareholders, the Bank will effectively pursue its profit maximisation strategy through
generating higher business volumes, prudent cost management, mobilising low cost deposits and
tapping fee based income opportunities particularly those arising out of emerging internet based
business.

For and on behalf of the Board of Directors

Tariq Jamali Muhammad Imran Malik
President (A) & Chairman Director
Karachi

Date: October 23, 2018
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NATIONAL BANK OF PAKISTAN

UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT SEPTEMEBER 30, 2018

(Un-audited) (Audited)
September 30, December 31,
2018 2017
Note m=menemee (Rupees in '000"; —--neeee

ASSETS
Cash and balances with treasury banks 214,278,400 1£9,765,271
Balances with other banks 15,836,084 26,403,906
Lendings to financial institutions 13,408,145 26,916,113
Investments 7 1,247,077,887 1,295,719,550
Advances 8 828,459,876 739,771,983
Operating fixed assets 9 32,541,555 32,752,003
Deferred tax essets 10 - 7,316,833
Other assets 117,692,426 8-,239,837

2,469,294,373 2,369,885,496
LIABILITIES
Bills payable 12,400,586 13,195,054
Borrowings from financial institutions 11 360,8¢4,176 360,105,674
Deposits and other accounts 12 1,799,787,144 1,727,102,019
Sub-ordinated loans - -
Liabilities against assets subject to finance lease - 14,509
Deferred tax liabilities 10 8,844,160 -
Other liabilities 99,060,332 92,086, 59

2,280,986,398 2,194,503,4185
NET ASSETS 188,3C7,975 175,382,081
REPRESENTED BY
Share capital 21,275,131 21,275,331
Reserves 52,294,711 5(,356,898
Unappropriated profit 69,318,612 54,060,653

142,888,454 125,692,679
Surplus on revaluation of assets - net 13 45,419,521 46,689,202
188,307,975 175,382,081
CONTINGENCIES AND COMMITMENTS 14
The annexed notes 1 to 23 form an integral part of these unconsolidated condensed interim financial statements.
b
\
— (f—? 5
President (A) and Director Director Chigf Fiaancial

Chairman
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NATIONAL BANK OF PAKISTAN

UNCONSOLIDATED CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UN-AUDITED)

FOR THE NINE MONTHS PERIOD ENDED SEPTEMBER 30, 2018

Mark-up / return " interest earned
Mark-up / return ' interest expensed
Net mark-up / return / interest income

Provision agains: non-performing advances - net

Provision / (reversal of provision) for diminution
in value of investments - net
Provision agains: off-balance sheet obligations
Bad debts written off directly

Net mark-up / interest income after provisions
NON MARK-UP / INTEREST INCOME

Fee, commission and brokerage income
Dividend income

Income from dealing in foreign currencies

Gain on sale anc redemption of securities - net
Unrealized loss cn revaluation of

investments classified as held-for-trading
Other income

Total non mark-up / interest income

NON MARK-UP ! INTEREST EXPENSES

Administrative expenses
Other provisions / write-offs
Other charges

Total non mark-up / interest expenses

Extra ordinary / unusual items

PROFIT BEFORE TAXATION
Taxation - current

- prior neriod
- deferred

PROFIT AFTER TAXATION

Basic and diluted earnings per share (Rupees)

The annexed notes 1 to 23 form an integral part of these unconsolidated condensed interim financial statements.

— . '

Note

8.2

7.2

15

16

17 & 14.4.2
10.1

18

Quarter Nine Months Quarzer Nine Montns
Ended Ended Ended Ended
September 30, September 30, Septemker30, September 30,
2018 2018 2017 2017
(Rupees in '000')
38,809,423 105,217,136 31,290,197 87,815,882
25,402,031 61,666,047 19,030,913 49,508,240
13,407,392 43,551,089 12,253,284 38,307,642
1,832,574 4,000,474 263,291 2,410,138
127,292 440,910 (2,044,907) (2,386,473)
1,959,866 4,441,384 (1,773,616) 23,655
11,447,526 39,109,705 14,037,900 38,283,977
3,551,768 12,549,489 3,929,689 11,554,956
920,729 2,048,832 665,675 2,525,008
1,312,714 3,032,423 129,231 1,434,623
678,295 3,184,492 2,069,061 6,217,523
57,757 (11,283) 49,349 14,789
716,706 1,687,960 461,846 1,239,779
7,237,969 22,491,913 7,304,851 22,985,678
18,685,495 61,601,618 21,342,751 61,270,655
12,511,722 37,920,897 11,557,687 | 36,305,832
203,458 541,779 44,909 1,587,040
13,895 22,398 132,189 155812
12,729,075 38,485,074 11,734,785 38,048,184
5,956,420 23,116,544 9,607,966 23,222,471
5,956,420 23,116,544 9,607,966 23,222,471
2,323,629 9,208,020 2,530,254 5,794,688
- (20,755,128) - 271,678
(52,971) 18,486,216 925,761 2,450,694
2,270,658 6,939,108 3,456,015 8,517,060
3,685,762 16,177,436 6,157,951 14,705,411
1.73 7.60 2.89 6.91

e

Presitent (A) and
Chairman

Director

Director —




NATIONAL BANK OF PAKISTAN .
UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED SEPTEMBER 30, 2018

Quarter Nine Months Quarter Nine Months
Ended Ended Ended Ended
September 30, September 30, September 30, September 30,
2018 2018 2017 2017

------------------------ (Rupees in "'000') ------—-—smemseeenannan

Profit after taxation 3,685,762 16,177,436 6,151,951 14,7C5,411

Other comprehensive income:

Items to be reclassified to profit and loss
in subsequent periods:

Exchange gain on translation of
net assets of forsign branches (29,485) 320,072 113,626 647,675

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

Remeasurements of defined benefit liability 19,044 955,610 (4,624) (1,784,738)
Related tax effects (6,666) (334,464) 1,618 624,659
12,378 621,146 (3,006) (1,162,099)
Other comprehensive income / (loss) - net of tax (17,107) 941,218 110,620 (512,424)
Total comprehensive income transferred to equity 3,668,655 17,118,654 6,262,571 14,192,987

Components of comprehensive income not reflected in equity:

Items to be reclassified to profit and loss in

subsequent periods:
(Deficit) / surplus on revaluation of available-for-sale securities (5,152,655) (6,852,449) (4,546,908) (2,999,436)
Related tax effects 1,797,715 2,659,689 1,751,223 1,272,144
Other comprehensive (loss) / income - net of tax (3,354,940) (4,192,760) (2,795,685) (1,727,342)

The annexed notes 1 to 23 form an integral part of these unconsolidated condensed interim financial statements.
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NATIONAL BANK OF PAKISTAN

UNCONSOLIDATED CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)

FOR THE NINE MCNTHS PERIOD ENDED SEPTEMBER 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation
Less: dividend income

Adjustments:

Depreciation and amortization

Provision against nen-performing loans and advances

Provision / (reversa) for diminution in value of investments

Other provision / write-offs

Unrealised loss on revaluation of investments classified as held-for-trading
Charge for defined benefit plans - net

Gain on sale of fixed assets

Financial charges on leased assets

(Increase) / decrease in operating assets

Lendings to financizl institutions
Held-for-trading securities
Advances

Other assets

Increase / (decrease) in operating liabilities

Bills payable

Borrowings

Deposits and other accounts
Other liabilities

Income tax paid
Financial charges paid
Benefits paid

Net cash generated from operating activities

CASH FLOWS FRCM INVESTING ACTIVITIES

Net investments in gvailable-for-sale securities

Net investments in held-to-maturity securities

Net investments in essociates and subsidiaries
Dividend received

Investments in operating fixed assets

Sale proceeds of opzrating fixed assets disposed off

Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES

Payment of lease okligations
Dividend paid
Net cash used in financing activities

Effects of exchange rate changes on cash and cash equivalents
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of the period

Cash and cash equivalents at the end of the period

The annexed notes - to 23 form an integral part of these uncopsolidated condensed interim financial statements. g

g el ="

Nine Months
Ended
September 30,
2018

Nine Months

Ended

September 30,

2017

wmsasisssins (RUpGOS T 0007) sssssmsnsssics

23,116,544 23,222,471
(2,048,832) (2,525,008)
21,067,712 20,697,463

1,948,894 2,296,362
4,000,474 2,410,138
440,910 (2,386,473)
541,779 1,587,040
11,283 (14,789)
4,222,979 3,912,741
(54,558) (78,337)
310 1,205
11,112,071 7,727,907
32,179,783 28,425,370
12,107,968 103,571,991

533,945,158 (290,317,733)

(92,688,368) (15,355,503)

{17,991,607) (8,118,270)

435,373,151 (210,219,515)

(794,468) 7,130,709

(20,508,835) 221,639,290

72,685,125 27,492,585
1,404,355 (1,100,337)
52,786,177 255,162,247
(5,304,861) (9,340,711)
(310) (1,205)
{1.969,704) (2,445,708)
(7,274,875) (11,787,622)
513,064,236 61,580,480

(482,173,669)

(73,704,981)

(10,434,468) 42,751,235
. (110,191)
2,048,832 2,525,008
(1,661,848) (2,065,593)
99,322 89,004
(492,121,831) (30,515,428)
(14,509)] ' (8,261)
. (15,940,511)
(14,509) (15,948,772)
320,072 647,675
21,247,968 15,763,055
166,307,426 146,453,389
187,555,394 162,217,344

‘President (A) Director
and Chairman




NATIONAL BANK OF PAKISTAN

UNCONSOLIDATED ZONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED SEPTEMBER 30, 2018

Balance as at January 1, 2017

Total comprehensive income for the

nine months period ended september 30, 2017

Profit after tax
Other comprehensive loss - net of tax

Transferred from surp us on revaluation of fixed
assets to unappropriated profit - net of tax

Transfer to statutory reserve

Amalgamation of NBP Leasing Limited

Transactions with owners, recorded
directly in equity

Cash dividend (Rs. 7.5 per share)

Balance as at September 30, 2017

Total comprehensive income for the

Attributable to the shareholders of the Bank

for the threemonths period ended December 31, 2017

Profit after tax
Other comprehensive loss - net of tax

Transferred from surpus on revaluation of fixed
assets to unapproprated profit - net of tax

Transfer to statutory reserve

Balance as at December 31, 2017

Total comprehensive income for the nine
months ended september 30, 2018

Profit after tax
Other comprehensive income - net of tax

Transferred from surpwus on revaluation of fixed
assets to unappropriated profit - net of tax

Transfer to statutory reserve

Balance as at Sepzember 30, 2018

The annexed notes 1 %0 23 form an integral part of these unconsolidated condensed interim financial statements.

== o -
T — )

President (A) and
Chairman

ﬁ/

Director

Y i

Director

Reserves
Share capital Capital Revenue Unappropriated Total
rofit
Exchaqgn Statutory Amalgamation | General Conpral P
translation reserves loan loss
o - (Rupees in '000’) -
21,275,131 7,092,485 27,186,518 - 12,000,000 521,238 51,939,151 120,014,623
- - - - - - 14,705,411 ~4,705,411
- 647,675 - - - - (1,160,099) (512,424)
- 647,675 - - - 13,545,312 ~4.192,987
. - - - " - 81,180 81,180
- - 1,470,541 . - - (1,470,541) -
343,802 343,802
- - - - - - (15,956,348)  (~5,956,348)
21,275,431 7,740,160 28,657,059 343,802 12,000,000 521,338 48,138,754 178,676,243
- - - - - - 8,322,576 8,322,576
- 262,278 - - - - (1,595,480) <1,333,202)
- 262,278 - - - 6,727,096 6,989,374
- . . - - - 27,061 27,061
= - 832,258 - - - (832,258) -
21,275,131 §,002,438 29,489,317 343,802 12,000,000 521,338 54,060,653 125,692,679
- - - - - - 16,177,436 16,177,436
- 320,072 - - - - 621,146 941,218
- 320,072 - - - - 16,798,582 17,118,654
- " B = = - T 12 77,121
- - 1,617,744 - - - (1,617,744) -
21,275,131  §,322,5610 31,107,061 343,802 12,000,000 521,338 69,318,612 142,888,454
)



NATIONAL BANK OF PAKISTAN
NOTES TO UNCONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS - UNAUDITED

FOR THE HALF YEAR ENDED SEPTEMBER 30, 2018

1.1

2.1

2.2

2.3

STATUS AND NATURE OF BUSINESS

National Bank of Pakistan (the Bank} was incorporated in Pakistan under the National Bank of Pakistan Ordinance, 1949 and
is listed on Pakistan Stock Exchange. It's registered and head office is situated at |.I. Chundrigar Road, Karach . The Bank is
engaged in providing commercial banking and related services in Pakistan and overseas. The Bank also handles treasury
transactions for the Government of Pakistan (GoP) as an agent to the State Bank of Pakistan (SBF}. The Bank operates
1,502 {Dec 31, 2017 1,498) branches in Pakistan and 21 (Dec 31, 2017: 21) overseas branches (including the Export
Processing Zone branch, Karachi). The Bank also provides services as trustee to Long-Term Credit Fund (LTCF) and
Endowmsant Fund for student loans scheme.

STATEMENT OF COMPLIANCE

These unconsolidated condensed interim financial statements have been prepared in accordance with the accounting and
reporting standards as applicable in Pakistan for interim financiai reporting. The accourting and reporfing standards as
applicable in Pakistan for interim financial reporting comprise:

- Intarnationa! Accounting Standard [JAS) 34, Interim Financial Reporting, issued by the International Accounting
Stazndards Board (IASB) as notified under the Companies Act, 2017;

- Istamic Financial Accounting Standards (IFAS} issued by the Institute of Chartered Accountants of Pakistan as are
notified under the Companies Act, 2017;

- Provisions of and directives issued under the Banking Companies Ordinance, 1962 and the Companies Act, 20"7;
and

- Directives Issued by the State Bank of Pakistan (SBP) and the Securities and Exchange Commission of Pakistan
{SECP).

Wherever the requirements of the Banking Companies Ordinance,1962, the Companies Act, 2017, or the directives issued
by the SBP and the SECP differ with the requirements of IFRS or IFAS, the requirements of the Banking Compa-ies
Ordinance, 1962, the Companies Act, 2017 and the said directives shall prevail.

The SBF vide BSD Circular letter No.10, dated August 26, 2002 has deferred the applicability of International Accourting
Standard 39, Financial Instruments (IAS 39): Recognition and Measurement and International Accounting Standzrd 40,
Investment Property for banking companies tili further instructions. Moreover, SBP vide BPRD circular No.4, dared February
25, 2018 has deferred the applicability of Islamic Financial Accounting Standards IFAS 3, Profit and Loss Sharing on
Deposits. Further, according to the notification of the SECP issued vide SRO 411(1) /2008 cated April 28, 2008. International
Financial Reporting Standard IFRS 7, Financial Instruments: Disclosures has not besn made applicable for banks.
Accordingly, the requirements of these standards have not been considered in the preparation of these unzonsolidated
condensed interim financial statements. However, investments have been classified and valued in accordance with the
requiremants of various circulars issued by the SBP. Further, segment information is being disclosed in accordance with
SBP's prescribed format as per BSD circular 4 dated February 17, 2006 which prevails over the requirements spec fied in

IFRS 8 Cperating Segments.

SECP vide its nofification SRO 633 (I) /2014 dated July 10, 2014, adopted IFRS 10 Consolidated Financial Statements (IFRS
10) effeczive from the periods starting from June 30, 2014. However, vide its notification SRO 56 (/2016 dated January 28,
2016, it has been notified that the requirements of IFRS 10 and section 237 of the repealed Companies Ordinance, 1€84 will
not be applicable with respect to the investrent in mutual funds established under Trust structure.

The Companies Ordinance, 1984 was repealed after enactment of the Companies Act, 2017, on May 30, 2017. The SECP
vide its Circular No.23 of 2017, dated Octoter 04, 2017 allowed all those companies whose financial year closed on or before
December 31, 2017, were required to prepare financial statements in accordance with the provisions of the resealed
Companies Ordinance, 1984, Accordingly, these unconsolidated condensed interim financiad statements have been prepared
in accorcance with Companies Act, 2017. Change to the significant accounting policy, as a result of the enactment of the
Companies Act, 2017, has been detailed in note 4.1.
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2.5

2.6

4.1

The disclosures made in these unconsolidated condensed interim financial statements have been limited based on the
format prescribed by the SBP vide BSD Circular No. 2, dated May 12, 2004 and International Accounting Standard IAS 34,
‘Interim Financial Reporting' and do not include alf the information required in the annual financizl statements. Accoraingly,
these interim condensed unconsclidated financial statements should be read in conjunction with the annual financial
statements of the bank for the year ended December 31, 2017.

These unconsolidated condensed interim financial statements are separate financial statements of the Bank in which the
investments in subsidiaries, associates and joint ventures are stated at cost and have not been accounted for on the basis of
reported results and net assets of the investees.

Standards, interpretations and amendments to approved accounting standards that are not vet effective

The following revised standards, amendments and interpretations with respect to the approved accounting standards would
be effective from the dates mentioned below against the respective standard or interpretation:

[FRS 9 'Financial Instruments' {(IFRS 9) - effective date: July 01, 2018

The Bank is currently awaiting instructions from the SBP as applicability of IAS 39 was deferred by the SBEP till further
instructions. However, the SBP has instructed banks to prepare potential qualitative and quantitative impact assessments as
a result of adoption of IFRS 9 using the performa financial statements for the year ended December31, 2017, The Bank is
required to submit its impact assessment to the SBP in due course of time. For certain overseas branches, the Bank has
adopted IFRS @ in respect of provision for impairment as more fully explained in note 4.1.2.

IFRS 15 'Revenue from contracts with customers' - effective date: July 01, 2018

The IASB has issued a new standard for the recognition of revenue. This will replace 1AS18 ' Revenue' which covers
contracts for goods and services and IAS 11 'Construction Contracts’ which covers construction contracts.

The new standard is based on the principle that revenue is recognised when control of a goad or service transfers to a
customer - so the notion of control replaces the existing notion of risks and rewards. A new five-step process has been
introducec which must be applied before revenue can be recognised. Entities will have a choice of full retrospective
application, or prospective application with additional disclosures.

IFRS 16 'Leases’ (IFRS 16) - effective date: January 01, 2019

IFRS 16 will affect primarily the accounting by lessees and will result in the recognition of almost all leases on statement of
financial position. The standard removes the current distinction between operating and finance leases and requires
recognition of an asset (the right to use the leased item) and a financial liability to pay rentals for virtually al. lease coniracts.
An optional exemption exists for short-term and low-value leases. The accounting for lessors will nct significantly change.

BASIS CF MEASUREMENT

These condensed interim unconsolidated financial statements have been prepared under the historical eost convention
except that certain fixed assets as non-banking assets acquired in satisfaction of claims are stated at revalued amount,
certain investments, commitments in respect of certain forward foreign exchange contracts and derivatives financial
instruments had been marked to market and are carried at fair value.

These unconsolidated condensed interim financial statements are presented in Pak rupees which is the Bank's funcrional
and presentation currency.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted for presentation of these unconsolidated condensed interim financial information are the
same as those followed in the preparation of the unconsolidated financial statements of the Bank fcr the year ended

December 31, 2017, except for;
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4.1.1

Surplus on revaluation of fixed assets

The Companies Act, 2017 is applicable for financial periods beginning on January 01, 2018 and require a changs in
accounting policy related to surplus on revaluation of fixed assets. Under the new requirement, the treatment of such suralus
shall be in line with the requirements of IAS 16 - Property, Plant and Equipment (IAS 16), since Secticn 235 of the renealed
Companies Ordinance, 1984 has not been carried forward in the Companies Act, 2017. The Bank has revised its accounting
policy in respect of measurement of surplus on revaluation of fixed assets which are now accounted for in accordance with
IAS -16. The Bank is in process o carry out revaluation of its assets and accordingly the impact will be accounted for as per
revised policy in the annual financial statements of the Bank for the year ending December 31, 2018.

The management of the Bank believes that the impact of change in accounting policy for the prior period is no; materia for
the purpcse of these unconsolidated condensed interim financial statements.

Impairment of financial assets

The Ban« is currently awaiting instructions from the SBP as applicability of |1AS 39 was deferred by the SEP till further
instructions. However, the SBP has instructed banks to prepare potential gualitative and quanfitative impact assessments as
a result of adoption of IFRS 9 using the performa financial statements for the year ended December 31, 2017. The Bank is
required o submit its impact assessment to the SBP in due course of time. Accordingly the Bank has started the process for
such assessment.

As per accounting policy of the Bank, general provision against loan losses of overseas branches is made as per the
requirements of the respective central banks. During the current year, IFRS 9 bacame applicable in few overseas brenches
of the bank and was implemented in Bahrain branch of the Bank. Applicaiion of this standard in Bahrain and Riyadh branch
resulted in additional provision charge of Rs.130 million as at September 30, 2018 which is included in gene-al provision
against non-performing advances.

ACCOUNTING ESTIMATES AND JUDGEMENTS
The accounting estimates and judgements used in the preparation of these unconsolidated condensed interim firancial

statements are consistent with those applied in the preparation of the annual financial statements of the Bank for the year
ended December 31, 2017,

FINANCIAL RISK MANAGEMENT

The financial risk management objectives and policies applied during the period are consistent with those disdosed in the
annual firancial statements of the Bank for the year ended December 31, 2017,
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7.

7.1

INVESTMENTS - net

Investments by type:
Held-for-trading securities

Market Treasury Bills
Pakistan Investment Bonds
Qrdinary shares of listed companies

Total held-for-trading securities

Available-for-saie securities

Qrdinary shares of listed companies

QOrdinary shares of unlisted companies

Market Treasury Bills

Pakistan Investment Bonds

GoP Foreign Cur-ency Bonds

Foreign Currency Debt Securities

Foreign Government Securities

Term Finance Certificates / Musharika
and Sukuk Bends

Preference Shares

Invesiments in Mulual Funds

Investments Qutside Pakistan

Total available- or- sale securities

Held-to-maturity securities

Pakistan Investment Bonds

Market Treasury Sills

GoP Foreign Currency Bonds

Foreign Government Securities

Foreign Currency Bebt Securities

Debentures, Bonds, Participation Term
Ceriificates & Term Finance Certificates

Total held-to-meturity securities
Investments in essoclates
Investments in jsint venture
Investments in subsidiaries

Investments at cost

Less: Provision for diminution in
value of investments

Investments - net of provision
Unrealized loss an revaluation of investments
classified as held-for-trading

Surplus on revaluation of available-for-sale
securities

Total investments

7.2

September 20, 2018 (Un-audited)

Decembe~ 31, 2017 {Audited}

Held by Givenas Total Held by Given as Total
Bank Collateral Bank Collateral
--------------- (Rupees in '000") {Rupees In "000") ==memcomemvmcans
150,883,330 - 150,883,330 371,720,614 { 211,335,019 663,059,633
315,282 - 315,282 2,638,247 - 2,638,247
540,281 - 540,281 - - -
151,738,893 - 151,738,893 374,358,861 211,339,019 685,697,880
25,397,474 - 25,397,474 23,202,143 - 23,202,143
2,005,182 - 2,005,182 1,381,912 - 1.38° 912
275,438,523 | 269,278,195 544,716,718 138,558,842 - 138,558,842
187,943,255 6,100,000 194,043,255 124,897,777 7,700,000 132,597,777
21,084,477 - 21,084,477 16,823,587 - 16,823,587
1,685,365 - 1,685,365 1,612,104 - 1,512,104
617,982 . 617,982 548,752 - 548,752
72,329,535 - 72,329,535 64,664,793 - 64,56+,793
570,535 - 570,535 556,944 - 556,944
819,646 - 819,646 1,149,645 - 1,148,646
453,295 - 463,295 463,295 - 463,295
588,355,269 275,378,196 863,733,464 373,859,795 7,700,000 381,559,795
157,770,856 - 157,770,856 169,476,489 - 169,476,489
19,916,906 - 19,916,906 - - -
2,575,611 - 2,575,611 2,309,720 - 2,309,720
22,911,915 - 22,911,915 20,942,215 - 20,942,215
477 - 477 424 - 424
698,264 - 698,264 710,713 - 710,713
203,874,029 - 203,874,029 193,439,561 - 193,438,561
4,970,863 - 4,970,863 4,970,863 - 4,970,863
2,362,433 " 2,362,433 2,362,433 - 2,362,433
3,908,750 - 3,906,750 3,906,752 - 3,904,750
955,208,237 275,378,185  1,230,586,432 952,808,263 319,039,019  1,271,937,282
(15,120,475) - (15,120,475} {14,679,565) - (14,579,565)
940,087,762 275,378,195  1,216,465,957 938,218,698 318,039,019  1,257,257,717
(11,283) (11,283) {13,825) - (13,829)
21,632,735 90,478 31,623,213 38,432,157 43,505 38,475,662
971,609,214 275,468,673  1,247,077.887 976,637,026 319,082,524  1,295,719,550




A S

1

I

—

7.2

7.241

7.2,2

Note
Particulars of provision for diminution in value of investments - net

Opening balance
Charge for the period / year
Reversals

Other transfer
Transfer to advances

Closing belance

Particulars of provision in respect of type

Available-for-sale securities

Ordinary shares of listed companies and mutua! funds

Ordinary shares of unlisted companies

Debentures, Bonds, Participation Term Cerlificates,
Term Finance Certificates and Sukuk Bonds

Preference shares

Held-to-maturity securities
Debentures, Bonds, Participation Term Certificates,
and Term Finance Certificates

Investment in associates
Investment in subsidiaries

Particulars of provision in respect of segments

Fully Paid up Ordinary Shares

Debentures, Bonds, Participation Term

Certificates, Term Finance Certificates
and Sukuk Bonds

Other investments

Investments in associates

Investmenis in subsidiaries

ADVANCES - net

L.oans, cash credits, running finances, etc.

In Pakistan
Outside Pakistan

Islamic financing and related assets
Net investment in finance lease
Bills discounted and purchased (excluding Government treasury bills)

Payable in Pakistan
Payable outside Pakistan

Advances - gross

Less: Provision against non-performing advances - specific 8.2
- general 8.2

Advances - net of provision

(Un-audited)

September 30,

2018

{Audited)

December 34,

2017

=emmmem {Rupees in "'000') «eeemems

14,679,565 17,404,984
857,140 1,537 BE3
(446,230) (3,281,087)
440,910 (1,743 534)

. 22,268

- (1,004,153)
15,120,475 14,679,565
3,436,748 2,715,147
398,923 398,923
5,625,160 5,925,187
433,444 433,444
424,833 424,833
3,791,181 3,771,845
1,010,186 1,010,183
15,120,475 14,679,565
3,799,670 3,078,069
6,049,993 6,350,020
469,445 469,445
3,791,181 3,771,845
1,010,186 1,010,185
15,120,475 14,679,565
840,478,055 746,153,332
67,986,505 65,775,775
908,465,460 811,929,107
23,498,026 19,138,193
284,307 584,563
11,043,810 12,901,944
9,991,553 12,383,952
21,035,363 25,285,8%
953,283,156 856,037,770
~18,037,052 110,650,721
6,786,228 6,515,065
~24,823,280 117,165,787
828,459,876 739,771,983
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8.1

8.2

8.3

Advances include Rs.135,798 milion (December 31, 2017: Rs. 120,798 million) which have been placed under the non-
performing status as detailed below:

Category of Classification

Other Assets Especially Mentioned

Substandard
Doubtful
Loss

Category of Classification

Cther Assets Especially Mentioned

Substandard
Doubtful
Loss

September 30, 2018 (Un-audited}

Domestic Overseas Total Provi-sion Provision
required Held
{Rupees in '000")
3,666,688 - 3,666,688 90,406 90,406
15,964,664 - 15,964,664 3,807,952 3,807,952
1,685,034 - 1,695,034 819,864 819,864
79,238,100 35,233,272 114,471,372 113,318,829 113,218,829
100,564,485 35,233,272 135,797,757 118,037,052 118,037,052
December 31, 2017 (Audited)
Domestic Qverseas Total Provi_sion Provision
required Held
{(Rupees in '000")
1,272,524 - 1,272,524 44 587 44,587
5,623,565 55,531 5,679,096 1,362,851 1,262,851
2,442 003 25,767 2,467,770 1,194,486 1,194,486
79,712,318 31,665,916 111,378,234 108,048,797 108,048,797
89,050,410 31,747,214 120,797,624 110,650,721 110,650,721

Particulars of provision against non-perforning advances

Opening balance
Exchange adjustments

Charge for the period / year
Reversals

Transfer from investments
Other transfers

Amounts written off
Amount cha-ged off

Closing balznce

September 30, 2018 (Un-audited)

December 31, 2017 (Audited)

Specific General Total Specific General Total
{(Rupees in '000')

110,650,721 6,515,066 117,165,787 109,655,106 4,431,206 114,086,312
3,605,540 51,478 3,657,018 950,912 15,533 £66,445
12,017,590 346,883 12,364,473 2,994,241 2,558,971 5,653,212
(8,236,800) (127,198) (8,363,998) (3,994,298) (490,644) (4,484,942)
3,780,790 219,684 4,000,474 {(1,000,057) 2,068,327 1,068,270

- - - 1,004,153 - 1,604,153

. - - 44,487 44,487

- - 899) - 899)
- . (2.981) - (2,981)

118,037,052 6,786,228 124,823,280 110,650,721 6,515,066 117,165,787

The SBP has allowed specific relaxation to the Bank for non-classification of overdue loans of certain Public Sector Entities
(PSEs) which are guaranteed by Government of Pakistan up till December 31, 2017. The Bank believes that extension will be

allowed in d.le course.
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10.

10.1

11.

12.

OPERATING FIXED ASSETS

Capital work-in-progress
Property and equipment
Intangible assets

{(Un-audited)
September 30,
2018

(Audited)
December 31,
2017

SR { 1 07--T3 {11 )y JE———

1,835,607 1,823,681
30,281,492 30,386,388
324,456 541,024
32,541,555 32,752,063

Additions and disposals during the period eamounted to Rs 1,523 million (September 30, 2017: Rs. 1,374 million) and Es.

119 million (September 30, 2017 Rs. 62 million) respectively,

DEFERRED TAX LIABILITIES / ASSETS - net

Deferred tax assets arising in respect of
Provision for diminution in the value of investments
Provision against non-performing advances
Other provisions
Provision against defined benefits plans
Unrezlized loss on derivatives
Provision against off-balance sheet obligations
Excess of accounting book value of leased assets over lease liabilities
Carried forward unabsorbed tax losses of merged subsidiary

Deferred tax liabilities arising in respect of
Reval.ation of available-for-sale securities
Non-kanking assets
Opereting fixed and non-banking assets
Others

Net deferred tax (liabilities) / assets

{Un-zudited)
Septemkber 30
2018

smemmeneneanee- (RUpeES in "000')

{Audited)
December 31
2017

236,751 3,278,835
622,390 622,390
105,416 2,186,073
2,516,943 13,615,635
- 439,025
115,222 116,622
. 5,073
10,705 10,705
3,607,427 20,274,365
(9,845,243) (12,504,929
(89,981) (89,981)
(201,534) (362,625)
(2,314,832) -
{12,451,587) (12,957,525)
(8,844,162) 7,316,823

The Bank has received favorable ATIR decision in respect of Tax Years 2011-2014 and CIR (Aj order for the tax year 20-5
during the period which resulted in increase in determined refunds by Rs. 20.3 billion and prior year tax provision reversal of
Rs. 2.11 tillion. Accordingly, deferred tax assets recognized in prior years are no longer required theefore reversed, whish

amounted to Rs. 16.3 billion.

BORROWINGS FROM FINANCIAL INSTITUTIONS

Borrowings include repurchase agreement borrowings amounting to Rs. 275,378 million (December 31, 2017: Rs. 320,038

million).

DEPQSITS AND OTHER ACCOUNTS
Customers

Fixed deposiis

Savings deposits

Current accounts - remunerative
Current accounts - non-remunerative

Financial Institutions

Remunerative deposits
Non-remunerative deposits

{Un-aud ted}
September 30,
2018

s { RUPEES TN '000')

{Audited)
December 31,
2017

292,998,217 336,226,013
518,452,327 476,795,753
314,214,592 278,684,284
459,800,699 361,676,224

1,585,465,835

1,453,282,273

25,458,835 62,381,311
188,862,474 211,438,429
214,321,309 273,819,740

1,799,787,144

1,727,102,019
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14.
14.1

SURFLUS ON REVALUATION OF ASSETS - net

Surplus on revaluation of fixed assets
Surplus on revaluation of non-banking assets

Surplus on revaluation of available-for-sale securifies - net of tax

Federal Government Securities

Term Finance Certificates and Sukuks
Shares and units of mutual funds

GoP Foreign Currency Bonds

Foreign Currency Debt Securities
Investments outside Pakistan

Deferred tax liability
Surplus on revaluation of available-for-sale securities

CONTINGENCIES AND COMMITMENTS

Direct credit substitutes

(Un-audited)
September 30,

2018

‘Audited)
December 31,

2017

(Rupees in "000") -~r—rweaemee

21,467,182 21,542,303
2,174,366 2,"7¢,366
23,641,548 23,718,669
(5,233,116) 952,651
75,207 * 28,291
23,014,172 26,"9¢,363
(190,415) 292,789
(91,116) 62,855
14,048,481 10,842,713
31,623,213 38,475,662
55,264,761 62," 94,331
(9,845,240) (12,50,929)
45,419,521 49,688,402

This includes general guarantee of indabtedness, bank acceptance guaraniees and standby letters of credit serving as
finandal guarantees for loans and securties issued in favour of:

(Un-audited) iAuditecd}
September 30, Decemker 31,
2318 2017
emmmenmnnen (RUpeEs in '000') ceevemeaen
- Government 8,977,026 18,84~ 970
- Financial institutions 4,636,477 2,836,911
- Others 28,219,883 27,83&.214
41,833,386 49,813,095

14.2 Transaction-related contingent liabilities

This includes performance bonds, bid bonds, warranties, advance payment guarantees sh pping guarantees and standby
letters of credits related to particular transactions issued in favour of:
(Un-audited) iAudited)
September 30, Decemker 31,
2018 2017
wmmemeemnmen (RUIpEES in '000") -ommemmmeen

- Government 23,367,993 15,084,426
- Financial institutions 26,150,602 33,247,316
- Others 23,298,855 17,71~ ,631

72,817,450 65,443,373

14.3 Trade-related contingent liabilities
Letters of credit issued in favour of:

- Government 627,087,927 326,64«,898
- Financial institutions 2,593,734 2,647 619
- Qthers 76,864,150 88,200,608

706,545,811 418,493,125
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14.4

14.4.1

14.4.2

14.4.3

14.4.4

14.4.5

(Un-audited) {Audited)
September 30, December 31,
2018 2017

------- - {(Rupees in "000") --——-
Other contingencies

Claims against the Bank not acknowledged as debts including claims
refating to former Mehran Bank Limited amounting to Rs. 1,597 million 19,876,661 16,747.536
{2017 Rs. 1,597 million).

Taxation

The current status of tax contingencies is same as disclosed in the annual financial statements of the Bank for the year
ended December 31, 2017, except for:

a)  The tax returns of the Bank have been filed upto Tax Year 2017 and amended by the tax authorities up to Tax Year
2017. For Azad Kashmir and Gilgit Baltistan Branches no amendment to returns filed ufs 120 of the Income Tax
Ordinance, 2001 has been made, hence returns filed are deemed assessments for all the years till the tax year 2017,

b}  Against ATIR orders for the Tax Years 2011 to 2014, the Bank has obtained appeal effect orders which has resuliad in
net increase in determined refunds by Rs. 18.358 billion and prior year tax reversal of Rs. 1.914 billion. Furthar, as a
rasult of appeal effect order passed under section 124 / 122(5A) of the Income Tax Ordinance, 2001 for the tax year
2015 , the net refund have increased by Rs.1.899 billion and tax reversal of Rs. 0.1€8 billion. Therefore, the aggregate
rafunds increased by Rs.20.257 billion and prior year tax reversal of Rs. 2.113 billior,

¢} The aggregate effect of contingencies as at September 30, 2018 amounts to Rs.10.731 billion (December 31, 2017:
Rs. 14.243 billion). No provision has been made against these contingencies based on the opinion of tax consurants
cf the Bank who expect favourable outcome upon decision of pending appeals.

Barter Trade Agreements

The current status of these contingencies is same as disclosed in the annual financial statements of the Bank for the year
ended December 31, 2017,

Golden Handshake / Encashment of Unavailed Leaves / Outsourcing / Medical

The current status of these contingencies is same as disclosed in the annual financial statements of the Bank for the year
ended December 31, 2017.

Pensionary benefits to retired employees

In 1977 the Federal Govt. vide letter No 17 (8) 17 X1 / 77 dated November 30, 1977 addressed to the Pakistan Banking
Council, directed that all executives / officers of all nationalized banks would be paid pension as calculated @ 70% of
average emoluments on completion of 32 years of qualifying service and where qualifyirg service was less than 32 wears
but not jess than 10 years, proportionate reduction in percentage was to be made. This pension scheme was made
appliceble with effect from May 01, 1977.

In the year 1997, the Banks Nationalization Act, 1974 (“BNA, 1974") was substantially amended whereby the Pakistan
Banking Council was dissolved and the Board of Directors of the nationalized banks were empowered / mandated
respeciively to determine personnel policies with the President of the Bank deciding the remuneration and benefits of the
employees in accordance with policies determined by the Board. In the year 1999, by virtue of the said amendmrents in
BNA, the Board of Directors of the Bank approved the revised pay structure for the officers / executives of the Bank with
effect from January 01, 1999 vide Circular No.37/1998, whereby the basic salary was increased by 110 % to 140% and
besides giving multifarious benefits to its employees, formula for monthly gross pension was revised. However, the amount
of gross pension on the basis of existing basic pay and existing formula was protected.

A numser of bank's employees, after attaining the age of superannuation filed writ petitions before the Lahore High Court
and the Peshawar High Court, praying for re-calculation of their pensionary benefits and increases in accordance with the
Bank circular No. 228 (C) dated December 26, 1977 and furthermore, for allowing the increases in their pension as per the
increases allowed by the Federal Government to its employees. This litigation started in the year 2010-11.
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The Peshawar High Court, in terms of judgment dated June 03, 2014, dismissed the petition while observing that the petition
was hit by aches and that the Petitioners could not claim the benefits granted to the similarly placed employees of other
institutions who were governed through different Statutes and Service Rules.

L.ahore High Counrt, vide its judgment dated January 15, 2016, allowed the writ petitions on the same matter and the Bank
was directed to release the pensionary benefits of the Petitioners. The said order was assailed by the Bank by filing Intra
Ceurt Appeals in January 2016 which were dismissed by Lahore High Court, Lahore, through its judgment dated January 18,
2017. The Bank assailed the said judgment by filing appeals in the Supreme Court of Pakistan.

The Honorzble Supreme Court of Pakistan after hearing the arguments of both Parties, vide its judgement daled September
25, 2017 has upheld the decision of a Division Bench of the Lahore High Court on the contention of increase in Bank's
employees' pension, thereby instructing the Bank to give pension benefits fo its employees in the light of Head Office
Instruction Circular No. 228 (¢) of 1977. Under this Circular, the pension of employees was to be caiculated @ 70% of
average emoluments upon completion of minimum qualifying service requirement, besides requiring the Bank to follow
subsequent revisions in pension scheme and rates granted by the Federal Government to civil servants frem time to time as

well,

The Bank tas filed review petitions against the aforesaid judgment of the Honorable Supreme Court of Pakistan and also
made an application for constitution of larger bench of the Supreme Court to hear the review petition, which has been
accepted. As advised by our legal counsels, the Bank considers that due o conflicting decision of the other bench of the
Supreme Court in a case which, in all material facts and circumstances, is identical to the Bank's case and various other
lagal infirmities in the judgement as highlighted by the Bank in its review petition. The Bank has a reasonably strong case on
merits to convince the Supreme Court for reversal of its decision.

tn case this matter is decided unfavorably, the Bank estimates based on the actuarial advice that the financial impact arising
from the acditional liability would be approximately Rs. 54.3 billion excluding any penalty interest / profit payment due to
delayed payment in case of unfavorable decision. Pension expense for the year 2018 onward will also Increase by Rs 7.5
billion due ta this decision. No provision has been made in these unconsolidated condense interim financial statements for
the above-meniioned amount as the Bank is confident about the favorable outcome of the matter based on {ne opinion of the
legal adviso~.

Litigation related to management trainee program

The Bank started Management Trainee Officers (MTOs) program in the year 2003 and from 2003 to 2013 , 14 baiches of
MTOs were inducted in the Bank’s regular service in general banking, human resource, audit and information technology
departments. In the year 2010, one Mr. Ashfag Ali and 2 others filed a CP No. D-417/2010 before the Sindh High Court
{SHC), Bench at Sukkur while praying to treat them equally in respect of remunerations with other employees (MTOs) having
same grade nature of jeb and qualification.

The henorable Division Bench at Sukkur, vide order dated March 13, 2013, directed the Bank io ensure equal treatment to
the petitioners with simitarly placed employees without any discrimination. The SHC order was assailed by the Bank before
the Apex Court through CP No. 805/2013. The Bank was granted Leave, however subsequently, Bank's civil appeal was
dismissed wde order daled September 21, 2016 in terms of which the order of the Sindh High Court was upheld, however,
the respondants were held to be entitled for same salary, perks and emoluments as are applicable and payable to the MTOs
working in contemporary grades from the date of judgment of the SHC effective from 13.03.2013. Review Petition filed by the
Bank was zlso dismissed by the Supreme Courl, vide order dated 14.04.2017. The Bank setlled the claims of three

employees during the year 2017,

Subsequent to the aforesaid order other employees of the Bank also approached various High Courts, seeking benefit of
the said judgment. The Lahore High Court, Lahore (LHC) vide order dated March 30, 2018, allowed two of those Writ
Petitions however the Bank assailed that order through an Intra Court Appeal and a Division Bench of LHC vide order dated
May 14, 2018 remanded the case back to the Single bench where it is still pending adjudication.. In anothe~ similar Petition
filed by Mr. Muhammad Naeem in the year 2013 was allowed by the Peshawar High Court, Peshawar, vide order dated May
30, 2018 in zhe light of the aferesaid judgment of Supreme Court. The Bank has assailed that order before the Apex Court
which is yet o be fixed for hearing.

A large number of Constitutional petitions filed before the Sindh High Court, Karachi, en the same matter were disposed of
vide order dated September 09, 2018 and the Bank was directed to constitute a committee which will examine the cases of
not only the Petitioners but all employees of the NBP with regard {o their entittement of the benefits as available to the
similarly plased staff members keeping In view the judgment given by the honorable Supreme court of Pakistan dated
21.09.2016, preferably within three months. The Bank has filed a Review Petition in the matter while praying to limit the
judgment to the extent of the Petitioners only. The other Benches of the Sindh High Court have also referred the matters
back to the Bank for considering the same in the light of the Supreme court order under reference.

As advised by our counsel, the Bank has a reasonable case on merits to convince the courts that the decision of the Apex
Courl canno: be applied out rightly and instead each case is to be assessed on its facts and merits.
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14.5

14.6

14.7

14.8

15.

16.

17.

Compliance and risk matters relating to anti-money laundering

The current status of these contingencies is same as disclosed in the annual financial statements of the Bznk for the year
ended December 31, 2017.

(Un-audited) {Audited)
September 30, December 31,
2018 2017
————— (Rupees in "000") ~mweuu
Commitmants in respect of forward exchange contracts

Purchase 283,707,059 202,309,263
Sale 168,208,084 142,915,579

QOther commitments

Professicnal services to be received 13,500 23,115

Commitments in respect of financings

Undrawn committed facilities {(which are not canceliable) 14,165,304 41,261,434
Unconditionally cancellable

commitments (which can be cancelled at any time without notice} 98,859,944 116,441,330
Commitments for the acquisition of operating f'xed assets £§01,666 826,727

OTHER INCOME

Other income includes Rs. 1,574 million (September 30, 2017: Rs. 1,071 million} in respect of compensat on on delayed
refunds urder section 171 of the Income Tax Ordinance, 2001. This compensaticn has been calculated at the rates
applicable under section 171 on the amount of refund for the period commencing at the end of the three months of refund
becoming due to the Bank and the date of adjustment of refund by the income tax authorities.

OTHER PROVISIONS { WRITE - OFFS

This mainly represents provision made on account of reported instances of financial improprieties for which investigation are
in progress.

TAXATION

The Federal Government vide Finance Act 2018 has imposed a super tax at the rate of 4% on income of Banks for the year

ending December 31, 2018 (Tax Year 2019). Acco-dingly, provisions of Rs. 944 million for the Super Tax has been made for
the nine menths.
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BASIC AND DILUTED EARNINGS PER SHARE

Profit after taxetion (Rupees in "000%

Weighted average number of ordinary shares

{in "000"

Basic and diluted eamings per share {Rupees)

OTHER DISCLOSURES

19.1 Segment details with respect to business activities

The segment analysis with respect to business activity .s as follows:-

Nine months period ended September 30, 2018

{Un-audited}

Total income
Inter segment revenue
Total expenses

Net income

Segment asses (Gross)
Segment non - performing loans
Segment provision required

Segment liabilizies

Segment return on assets
(ROA) (%)

Segment cost of funds (%)

Nine months period ended September 30, 2017

(Un-audited)

Total income

Inter segment revenue
Tolal expenses

Net income

Segment assels (Gross)
Segment non - performing loans
Segment provision required

Segment liabiliiies

Segment return on assets
{ROA) (%)

Segment cost of funds {%)

CQuarter Nine Months Quarter Nine Months
Ended Ended Ended Ended
September 30, September 30, September 30, September 30,
2018 2018 2017 2017
3,685,762 16,177,436 8,151,951 14,705,411
2,127,513 2,127,513 2,127,513 2,127,513
1.73 7.60 2.89 6.91
Corporate  Trading & Retail Commercial Payment & Agency Total
Finance Sales Banking Banking Settlement Services
(Rupees in '000")
214,573 14,632,018 1,801,080 42,033,788 631,894 6,729,648 66,043,002
- (14,345,859) 19,505,288 (5,159,429) - - -
43,763 73,353 11,055,070 27,765,536 114,605 3,874,131 42,926,458
170,810 212,806 10,251,298 9,108,822 517,290 2,855,517 23,116,544
- 151,498,609 _ 197,981,208 2,120,114,555 - - 2,469,294 375
- - 9,684,121 126,113,636 - - 135,797,757
- - 10,047,121 114,776,158 - - 124,823,280
- - 713,474,351 1,567,512,047 - - 2,280.986,398
0.00% 0.10% 7.03% 0.67% 0.00% 0.00% 1.30%
0.00% 0.00% 3.40% 4.56% 0.00% 0.00% 4,26%
543,249 3,534,098 2,267,966 48,152,770 494,203 6,302,033 61,294,320
- (2,952,192) 16,719,612 (13,767,421) - - -
119,699 96,127 9,625,106 23,849,831 137,296 3,943,790 38,071,849
423,550 85,779 9,062,473 10,535,517 356,907 2,358,244 23,222,471
- 300,365,243 182,548,434 1,741,157,491 - - 2,224,071,168
- - 10,779,419 118,129,231 - - 128,908,650
- - 9,318,203 107,791,017 - - 117,109,220
- - 508,054,781 1,452,462,217 - - 2,050,516,998
0.00% 0.26% 6.46% 0.81% 0.00% 0.00% 1.45%
0.00% 0.00% 3.06% 4,24% 0.00% 2.00% 3.91%
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Fair value of financia! instruments

The fair value of traded investments is based on quoted market prices, except for tradable securities classified by the Bank as ‘held to maturity'.
Quoted securities classified as held to maturity are carried at amortised cost. Fair value of unquoted equity irvestmants other than investments in
assoclates and subsidiaries s determined on the basis of break up value of these investments as per the latest available financial statements.

Fair value of fixed term loans, other assets, other liabilities, fixed term deposits and borrowings can not be calculated with sufficient refiabiticy cue
to absence of current and active market for such assets and liabilities and reliable data regarding market rates for similar instruments. In the
apinion of the management, the fair value of the remaining financial assets and liabilities are not significantly different from their carrying valLes
since these are either short term in nature or, in the case of customer loans and deposits, are frequently repriced.

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

Level 1: Fair value measurements using quoted prices (unadjusted} in active markets for identical assets or liabiliies.

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

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

The table helow analyses financial 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:

September 30, 2018 (Un-audited)
Carriying values Fair value
Level 1 Level 2 Level 3 Total
(Rupees in '000'}

On balance sheet financial instruments

Financial assets measured at fair value
Held for trading securities

Market Treasury Bills 150,872,853 - 150,872,853 . 150,872,853
Pakistan Insestment Bonds 314,475 - 314,475 - 314,475
Ordinary stares of listed companies 540,281 540,281 - - 540,281

Available for sale securities

Ordinary skares of listed companies 44,974,898 44,974,898 - - 44,974,858
Ordinary shares of unlisted companies 1,606,259 - 1,606,259 - 1,606,259
Market Treasury Bills 544,627,704 - 544,627,704 - 544,627,704
Pakistan Investment Bands 188,899,153 - 188,899,153 - 188,89%,1£3
GoP Foreign Currency Bonds 20,894,062 - 20,894,062 - 20,894,062
Fareign Currency Debt Securities 1,594,249 - 1,594,249 - 1,594,249
Foreign Gosernment Securities 617,982 - 617,982 - 617,982
Term Finance Cerfificates / Musharika -

and Sukuk Bonds 66,779,582 - 66,779,582 - 66,779,582
Preference Shares 137,001 137,091 - - 137,091
investments in Mutuat Funds 819,646 819,646 - - 812,646
Investments Outside Pakistan 14,511,776 14,511,776 - - 14,511,776

Off balance sheet financial instruments

Foreign exchange coniracts purchase and sale 431,916,143 - 1,035,176 - 1,035,176
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On balance sheet financial instruments
Financial assets measured at fair value

Held for tading securitias

Market Treasury Bills
Pakistan Investment Bonds

Available tor sale securities

Ordinary shares of listed companies

Crdinary shares of unlisted companies

Market Treasury Bills

Pakistan Investment Bonds

GoP Foreign Currency Bonds

Foreign Currency Debt Securities

Foreign Government Securities

Term Finance Certificates / Musharika
and Sukuk Bonds

Preference Shares

Investments in Mutual Funds

investments Quiside Pakistan

Off balance sheet financial instruments

Foreign exchange contracts purchase and sale

December 31, 2017 (Aucited)

Carriying values Fair value
Level Level 2 level 3 Total
(Rupees in '00C)
683,040,159 - 683,040,159 683,040,159
2,643,892 - 2,643,892 2,643,892
46,681,359 46,681,359 - 46,681,359
982,989 - 982,989 982,389
138,560,516 - 138,560,516 138,560,516
133,549,754 - 133,549,754 133,549,754
17,116,376 - 17,116,376 17,116,376
1,674,959 - 1,674,959 1,674,959
548,752 - 548,752 548,752
58,867,897 - 58,867,897 58,867,397
123,500 123,500 - 123,500
1,140,646 1,149,646 - 1,149,546
11,307,008 11,307,008 - 11,307,208
345,224,842 - 1,239,755 1,239,755

Certain catagories of operating fixed assets (land and buildings) and non-banking assets acquired in satisfaction of claims zre cairied at revalued
amounts (level 3 measurement) determined by professional valuer based on their assessment of the market values.

Basel Il liqudity requirements

Liquidity coverage ratio

Total high quality liquid assels
Total net cash outflow
Liguidity coverage ratio %

Net stable funding ratio

Totat availzble stable funding
Total required stable funding
Net stable funding ratio %

1,705,565,767
468,260,652

{(Un-audited} {Audited)
September 30, December 31,
2018 2017
==emeenn= (Rupees in '000") --memem
824,500,213 984,828,182
553,638,183 580,370,735
170%

1,5631,580,508
419,276,880
365%
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20. RELATED PARTY TRANSACTIONS

The Bank has related parly relationship with its associated undertakings, subsidiary companies, joint-venture, employee benefit plans, and its key management
personnel (including their associates). The details of investments in subsidiary companies and associated undertakings are sfated in noie 7.

Transactions between the Bank and its related parties are carried out under normal course of business as per terms of contract, except employees stalf loans,

employees sale of assets and provident fund, that are as per agreement.

There are no transactions with key management personnel other than under advance salary.

Advances

Key Management Executives
Adjustments*

Subsidiaries

Associates

Debts due by Company in
which director is interested
as director

Adjusiments*

Deposits

Subsidiaries
Adjustments*

Key Managemert Executives
Adjustments*

Directors
Adjustments®

Pension Fund (Current)
Pension Fund (Fxed Deposit)
Pension Fund (N.1.D.A Afc)
Provident Fund

September 30, 2018 {Un-audited) 2017 {Audited)
At Given Repaid At At Given Repaid At
January 01, during the during the September 30, January 01, duringthe duringthe December 31,
2018 period peried 2018 2017 year year 2017
{Rupees in '000}
145,369 4,939 {20,057) 130,252 185,830 11,782 (19,962) 177 650
85,323 - - 85,323 (32,281) - - (32,281)
230,692 4,939 (20,057) 215,575 153,549 11,782 (19,962) 145 369
398,914 - {20,733) 378,181 494,147 34,299 {129,532) 328 914
3,314,085 18,750 (190,260) 3,142,575 3,297,168 18,750 (1,833) 3,314 085
- 103,150,913 || (103,448,862} (297,9439) - 2,000,000 § (2,000,000) -
4,491,100 - 4,431,100 - - . -
4,491,100 103,150,913  {103,448,862) 4,193,151 - 2,000,000 {2,000,000) -
8,434,792 103,174,602  (103,679,912) 7,929,482 3,544,864 2,064,631 (2,151,327} 3,858 368
September 30, 20138 {Un-audited) 2017 (Audited)
At Receved Repald At At Received Repald At
January 01, during the during the September 30, January 01, duringthe duringthe December i,
2018 per:od period 2018 2017 year year 2017
{Rupees In '000)
885,251 142,607 {1,135} 1,026,723 1,278,332 7,395 {400,476) 885 251
(553,569) - - (553,563) - - - -
331,682 142,607 (1,135} 473,154 1,278,332 7,385 (400,476) 885 251
62,047 389,387 (331,953) 119,481 28,838 430,392 {408,116} 51114
{13,718) - - {13,718) 10,933 - - 10933
48,329 389,387 {331,953) 105,763 39,771 430,392 (408,1186) 62047
15,614 24,180 {21,9586) 17,838 4,655 37,321 (27,127) 14,849
{244} - - (244) 765 - - 765
15,370 24,180 {21,956) 17,594 5,420 37,321 (27,127) 15,614
1,248 3,611,082 {3,578,633) 33,697 1,363 3,781,571 3,781,686) 1,248
10,300,000 14,300,000 {14,300,000} 10,300,000 8,800,000 10,300,000 18,800,000} 16,300,000
514,539 14,393,527 {14,040,257) 867,808 1,035,950 2,744,580 ‘3,266,000 514,539
12,748,309 13,533,228 {14,065,308) 12,216,626 13,137,045 1,808,033 12,195,769) 12,749,309
23,960,477 46,394,009 {46,339,842) 24,014,643 24,297,890 19,109,292 (18,879,174) 24,528,008

* Adjustments dae to changes in key management executives,
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Placements with:
Joint venture

Borrowing from:
Joint venture
Subsidiary

Mark-up receivables from subsidiaries
Mark-up receivables from associates
Other receivables from subsidiaries
Other payables to subsidiaries

Investment in associates
Lease finance liabilities paid to subsidiaries

Income for the period

On advances / placements with:

- Subsidiaries
- Joint Venture

Debts due by company in which director of the bank is interested as director

Dividend from joint venture
Dividend from subsidiary
Dividend from Funds

Financial charges paid on lease assets to subsidiaries

Expenses for the period

Remuneration to key management executives
Charge fo- defined benefit plan

Mark-up on deposits of:
Subsidiaries
Provident fund
Pension fund

Transaction fee paid to company in which directors of the bank are interested as director

Commission paid to subsidiaries

Mark-up on borrowing / deposits
Joint ventures

Transactiors with Government-related entit.es

(Un-audited)

September 30,

2018

{Audited)

Decemker 31,

2017

mmewi—- RUpEES in "000 ——-mee

685,058

65,467
448,168

194,252
1,708,184
73,280
3,806

600,000

{Un-audited)

675,870

£7,920
5&3,569

164,971
2,082,323
78,133
5,202

600,000
7,068

(Un-audited)

September 30, September 30,

2018

2017

muee—-—- RUpees in '000 wa-eem--

8,686
168

280,861

109,125

465

272,675
37,223

10,622
844,102
561,931

5,874

5,891

896

17,261
34

5,242

124,870
7,875
45,764
654

280,928
31,171

19,739
~,082,802
533,241

5,298
2,025

~,013

The Federal Government through the State Bank of Pakistan holds controlling interest (75.60% shareholding) in the Bark and
therefore ervities which are owned and / or cortrolled by the Federal Government, or where the Federal Government may exercise

significant influence, are related parties of the Bank.

The Bank in the ordinary course of business enters into transaction with Government-related entities. Such fransactions irclude

tending to, daposits from and provision of other banking service to Government-related entities.

The Bank also earned commission on handling treasury transactions on behalf of the Government of Pakistan amounting o Rs.
6,738 million for the nine months ended September 30, 2018. As at the Statement of Financial Position date the icans and
advances, deposits and contingencies relating to Government-related entities amounted to Rs. 336,584 million, Rs. 644,942
million and Rs. 659,433 million respectively and income earned on advances and profit paid on deposits amounted to Rs. 13,985

million and Fs. 18,094 million respectively
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ISLAMIC BANKING BUSINESS

The Bank is operating 180 (December 31, 2017: 169} islamic banking branches as at Septermrber 30, 2018. Statement of

financial position, profit and loss account and cash flow statements are as under:

STATEMENT OF FINANCIAL POSITION

Assets

Cash anc balances with treasury banks
Balances with other banks

Invesiments

Islamic financing and related assets
Operating fixed assets

Other assets

Liabilities

Bills payzble
Deposits and other accounts

- Current accounts

- Saving accounts

- Term deposits

- Deposit from financial institutions-Remunerative

- Deposit from financial institutions-Non-Remunerative

Pue to Head Office
Other liakilities

Net Assets

Represented by

Islamic Banking Fund
Unremitted loss

{Deficit)/Surplus on revaluation of Investments

Investments

Sukuk
Leasing Certificate
Provision against investments

{Un-audited}
September 30.
2018

{Audited)
December 31,

2017

weemmneeee ('RUPEES [N '000") wommmemems

5,710,313 3,019,664
24,118 2,809,667
24,492,914 17,854,897
23,306,036 18,946,404
258,396 195,431
1,738,628 1,149,381
53,530,405 43,975,444
177,978 126,299
13,679,035 11,935,007
26,488,707 18,380,207
1,671,887 2,593,239
- 4,000,000
381,900 -
8,572,209 5,120,008
546,955 257,113
51,518,671 42,411,653
2,011,734 1,563,791
2,200,000 1,700,000
(67,209) (228,135)
2,132,791 1,471,865
121,057) 91,026
2,011,734 1,563,791
22,623,721 15,985,704
2 000,000 2,000,000
i130,807) (130,807)
24 492,914 17,854,897
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21.2

Islamic financing and related assefs

Murabaha
Financings

Advance
Provisions

Diminishing Musharaka

Financings
Advance
Provisions

ljarah assets

Assets
Advance
Provisions

Istasna
Advance

Wakala tul Istismaar

PROFIT AND LOSS ACCOUNT

Profit / rezurn earned on financings, investments and placements
Profit f reurn expensed on deposit

Net spread earned

Direct expenses other than return on deposits

General provision against consumer financing
Profit after provision

Other income

Fee, commission and brokerage income
Profit from dealing in foreign currencies
Other income

Total other income

Other expenses
Administrative expenses

Loss befare taxation

{(Un-audited) (Audited)
September 30, December 31,
2018 2017
--------- (Rupees in '000") ~-rmr-rn
4,257,631 1,221,869
7,01 3,011,394
{188,400} {188,400)
4,076,242 4,044,863
9,225,424 5,137,083
7,765 291,992
(196) -
9,232,993 5,429,055
500,195 307,253
- 168,627
(3,394) (3,394)
496,801 472,486
1,000,000 500,000
8,500,000 8,500,000
23,306,036 18,848,404

(Un-audited}

(Un-audited)

Nin2 Months Nine Months
Ended Ended
September 30, September 30,
2018 2017
----------- (Rupees in 000"} -=---mmn---
2,364,655 1,533,584
11,035,089) (685,693}
1,329,566 847 891
{188,157) {52,033)
1,131,409 795,858
(196) -
1,431,213 785,858
178,745 176,144
17,037 249
30,625 16,011
226,307 192,404
1,357,520 988,262
(1,424,729) (1,098,759)
{67,209) (110,497)




(Un-audited)

(Un-audited)

Nine Months Nine Months
Ended Ended
September 3C, September 30,
2018 2017
-------- (Rupeszs in '000') ===-----
CASH FLOW STATEMENT
Cash flow from operating activities
Loss for the period (67,209) (110,497)
Adjustments:
Depreciation - Own assets 60,57+ 51,386
Depreciation - ljarah assets 198,110 51,116
General provision against consumer financing 196 -
258,877 103,202
191,668 (7,495)
(Increase) / decrease in operating assets
Balance with other banks 2,785,549 2,531,388
Due from financial institutions - 7,687,313
Financings and investments (11,408,938) (13,863,386)
Other assets (589,247) (345,114)
(9,212,636) (3,989,799)
Increase / (decrease) in operating liabilities
Bills payable 51,87¢ 592
Deposits and other accounts 5,313,186 (6,264,385)
Borrowings from Head Office 3,680,246 10,454,599
Other lianilities 289,842 62,025
9,335,153 4,252,531
Net cash generated from / (used in) operating activities 314,185 255,237
Cash flow from investing activities
Investment in operating fixed assets (123,53€) (103,140)
Net cash used in investing activities (123,53€) (103,140)
Cash flow from financing activities
Islamic banking fund 500,000 -
Increase / (decrease) in cash and cash equivalents 690,649 162,097
Cash and cash equivalents at beginning of the period 3,019,664 2,678,218
Cash and cash equivalents at the end of the period 3,710,313 2,820,315

22. DATE OF AUTHORIZATION FOR ISSUE
The unconsolidated condensed interim financial statements were authorized for issue by the Board of Directors of the Bark in
their meeting held on October 23, 2018

23. GENERAL

23.1 Comparative information has been reclassified, rearranged or additionally incorporated in these unconsclidated concensed
interim financial statements for the purpose of better presentation.

23.2 Figures have been rounded-off to the nearest thousand rupees unless otherwise stated.

(m@
President (A) Director Director cw

and Chairman
)
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National Bank of Pakistan
Consolidated Condensed Interim Financial Statements
For the Nine Months Period Ended September 30, 2018



Directors’ Report to the Shareholders
Consolidated Financial Statements

We are pleased to present, on behalf of the Board of Directors, the consolidated financial
statements of the Bank and its Subsidiaries for the nine months period ended September 30, 2018.

These consolidated financial statements have been prepared in accordance with the applicable
International Financial Reporting Standards and Islamic Financial Accounting Standards and other
applicable directives.

Consolidated after-tax profit for the nine months period ended September 30, 2018 amounted to
PKR 16.25 billion which is 9.5% higher than PKR 14.83 billion for the corresponding period of
2017. During this period, our subsidiaries contributed PKR 338 million to Group’s profitability,
whereas share of profit/(loss) from associates amounted to PKR 9 million and from joint ventures
amounted to PKR (188) million. Consolidated assets registered a 4.1% growth and reached to
PKR 2,474.22 billion as of September 30, 2018 as against PKR 2,376.02 billion as of December
31, 2017. Consolidated Earnings per Share for the nine months period under review amounted to
Rs. 7.59 as against Rs. 6.91 for the same period of 2017.

The consolidated operating results and appropriation of profits as recommended by the Board are
given below:

Rs. Million
Pre-tax profit for nine months period ended September 30, 2018 23,318
Taxation:
- Current 9,347
- Prior Year(s) (20,7506)
- Deferred 18,481
7,072
After-tax profit for nine months period ended September 30, 2018 16,246
Un-appropriated profit brought forward 58,069
Other comprehensive income - net of tax 622
Non-controlling interest (106)
Transfer from surplus on revaluation of fixed assets 77
Profit available for appropriations 74,908
Appropriation:
Transfer to Statutory Reserve (1,618)
Un-appropriated profit carried forward 73,290
Basic and diluted earnings per share (Rupees) 7.59
For and on behalf of the Board of Directors
Tariq Jamali Muhammad Imran Malik
President (A) & Chairman Director
Karachi

Date: October 23, 2018
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NATIONAL BANK OF PAKISTAN

CCNSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT SEPTEMBER 30, 2018

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Invastments

Advances

Opearating fixed assets

De‘erred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings from financial institutions

Denosits and other accounts

Sub-ordinated loans

Lianilities against assets subject to firance lease
De“erred tax liabilities

Other liabilities

NET ASSETS
REPRESENTED BY
Share capital
Reserves
Unappropriated profit

Non-controlling interest

Surplus on revaluation of assets - net

CONTINGENCIES AND COMMITMENTS

September 30, December 31,
2018 2017
Note =-----m----—- (Rupees in '000) ---s==-nmne=s-

214,608,176 160,080,735
16,527,971 26,992,279
13,408,145 26,916,113
7 1,247,658,241 1,296,537,064
8 828,861,649 740,344,934
9 33,586,583 33,822,237
10 - 7,342,482
119,564,980 83,980,565
2,474,215,744 2,376,016,409
12,400,586 13,195,055
11 360,894,176 360,105,674
12 1,799,532,503 1,727,059,246
69,441 56,799

10 8,808,446 -
100,287,895 95,923,921
2,281,993,048 2,196,340,695
192,222,697 179,675,714
21,275,131 21,275,131
52,001,057 49,887,328
73,290,227 58,069,393
146,566,415 129,231,852
825,342 811,427
147,391,756 130,043,279
13 44,830,941 49,632,435
192,222,697 179,675,714

14

(Un-audited)

(Audited)

The annexed notes 1 to 23 form an inegral part of these consolidated condensed interim financial statements.

e al

—

Presideht (A) and Cirector
Chairman

Director




NATIONAL BANK OF PAKISTAN

CONSOLIDATED CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED SEPTEMBER 30, 2018

Mark-up / returr / interest earned
Mark-up / returr / interest expensed
Net mark-up / return / interest income

Note

Provision against non-performing advances - net 8.2
Provision / (reversal of provision) for diminution in

the value of investments - net

7.2

Provision against off balance sheet obligations

Bad debts written off directly

Net mark-up / irterest income after provisions

NON MARK-UP / INTEREST INCOME
Fee, commissicn and brokerage income
Dividend incoma

Income from dealing In foreign currencies

Gain on sale and redemption of securities - net

Unrealized loss on revaluation of
investments classified as held-for-trading

Share of (loss) + profit from joint venture

Share of (loss) / profit from associates

Other income

Total non mark-up / interest income

NON MARK-UP [ INTEREST EXPENSES
Administrative expenses

Other provisions / write offs

Other charges

Total non mark-up / interest expenses

Extra ordinary / unusual items
PROFIT BEFORE TAXATION

Taxation - currant

- prior period
- deferred

PROFIT AFTER. TAXATION

Share holders of the bank
Non-controlling Interest

15

16

17 & 14.4.2
101

Basic and diluted earnings per share (Rupees) 18

Quarter Nine Months Quarter Nine Months
Ended Ended Endad Ended
September 30, September 30, September 30, September 30,
2018 2018 2017 2017
(Rupees in '000)
38,863,974 105,390,759 31,344,527 88,128,234
25,397,625 61,657,349 19,023,523 49,492 373
13,466,348 43,733,410 12,321,003 38,635,860
1,831,503 3,997,372 314,825 2,480,060
127,293 421,574 (2,066,880) (2,799,769)
1,958,796 4,418,946 (1,752,055) (319,709)
11,507,553 39,314,464 14,073,059 38,955,569
3,940,722 13,759,997 4,335,523 12,843,094
819,479 1,939,788 619,235 2,336,739
1,420,824 3,254,969 172,051 1,540,701
680,571 3,197,976 2,043,359 6,195,580
58,953 (10,167) 49,349 14,789
(177,280) (188,427) 38,541 67,305
(9,435) 8,553 (35,202) (499,867)
717,432 1,694,011 482 535 1,264,414
7,451,266 23,656,699 7,705,470 23,762,754
18,958,818 62,971,163 21,778,529 62,718,324
12,939,292 39,087,168 11,907,047 37,443,677
203,458 541,779 44 909 1,587,040
14,519 24,276 132,189 155,312
13,157,269 39,653,223 12,084,145 39,186,029
5,801,549 23,317,940 9,694,384 23,532,295
5,801,549 23,317,940 9,694,384 23,632,295
2,355,567 9,346,880 2,673,242 5,968,388
(1,196) (20,756,324) - 271,678
(55,762) 18,481,281 923,633 2,460,449
2,298,609 7,071,837 3,507,875 8,700,515
3,502,940 16,246,102 6,185,509 14,831,780
3,484,050 16,140,310 6,174,999 14,691,540
18,890 105,792 11,510 140,240
3,502,940 16,246,102 6,185,509 14,831,780
1.64 7.59 2.90 6.91

The annexed nctes 1 to 23 form an integral part of these consolidated condensed interim financial statements.

President 'A) and
Chairman

Director

Director




NATIONAL BANK OF PAKISTAN
CONSOLIDATED CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED SEPTEMBER 30, 2018

Quarter Nine Months Quarter Nine Months

ended ended endec ended
September 30, September 30, September 30, September 30,
2018 2018 2017 2017

(Rupees in "000)

Profit after taxation 3,502,940 16,246,102 6,186,509 14,831,780

Other comprehensive income:
Items to be rezlassified to profit or loss
in subsequent periods:

Exchange gain / (loss) on translation of net assets of foreign
branches, stbsidiaries and joint venture (49,840) 495,985 144,565 857,480

Items not to be reclassified to profit or loss
in subsequent periods:

Remeasurements of defined benefit liability 19,044 955,610 | (4,624) (1,784.763)
Related tax effacts (6,666 (334,464) i 1,518 624,6€9

12,378 621,146 (3,00€) (1,160 099)
Other comprehensive income / (loss) - net of tax (37,462) 1,117,131 141,660 (302 619)
Total comprehensive income transferred to equity 3,465,478 17,363,233 6,328,169 14,529,1€0

Components of comprehensive income not
reflected in equity:

items to be reclassified to profit or loss in

subsequent periods:
(Deficit) / surpls on revaluation of available-for-sale securities (5,158,393) (6,830,418) (4,546,818) (3,00C,2€2)
Related tax effacts 1,797,715 2,659,689 1,751,223 1,272,144
Other comprehensive (loss) / income - net of tax (3,360,678) (4,170,729) (2,795,595) (1,728,148)

The annexed rotes 1 to 23 form an integral part of these consolidated condensed interim financial statements.

= 0 T

President (A) and Director " Director
Chairman




NATIONAL BANK OF PAKISTAN

CONSOLIDATED CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)

FOR THE NINE MONTHS PERIOD ENDED SEPTEMBER 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Nine Months Nine Months
Ended Ended
September 30, September 30,
2018 2017

(Rupees in '000) —-------—

Profit before taxation 23,317,940 23,632,295
Less: Dividend income (1,939,788) (2,336,739)
21,378,152 21,195,557
Adjustments:
Depreciation and amortization 2,033,383 2,405,438
Provision against non-performing loans and advances 3,997,372 2,480,060
Provision / (reversal of provision) for diminution in value of investments 421,574 (2,799,769)
Other provisions / write offs 541,779 1,587,040
Unrealised loss on revaluation of investments classified as held for trading 10,167 (14,789)
Charge / (reversal) for defined benefit plan- net 4,222,979 3,912,741
(Gain on sale of fixed assets (58,481) (83,255)
Share of loss / (profit) from joint venture 188,427 (67,305)
Share of (profit) / loss from associates (8,553) 499,867
Financial charges on leased assets 310 1,205
11,348,958 7,921,232
32,727,110 29,116,789
(Increase) [ decrease in operating assets
Lendings to financial institutions 12,107,968 103,571,991
Held-for-trading securities 533,703,042 (290,275,271)
Advances (92,514,087) (14,739,371)
Other assets (17,924,137) (8,277,386)
435,372,786 (209,720,037)
Increase / (decrease) in operating liabilities
Bills payable (794,469) 7,130,709
Borrowings (20,508,834) 221,639,290
Deposits and other accounts 72,473,257 27,580,560
Other liabilities 793,841 (1,801,014)
51,963,794 254,549 545
Income tax paic (5,468,890) (9,514,411)
Financial charges paid (310) (1,205)
Benefits paid (1,969,704) (2,445,706)
(7,438,904) (11,961,322)
Net cash flow from operating activities 512,624,785 61,984,974
CASH FLOWS FROM INVESTING ACTIVITIES
Net investments in available-for-sale securities (482,173,060) (73,478,627)
Net investments in held-to-maturity securities (10,381,155) 42,749,054
Net investments in associates and joint venture 467,279 (552,167)
Dividend receivad 1,939,788 2,336,739
Investments in operating fixed assets (1,807,596) (2,217,450)
Sale proceeds of operating fixed assets disposed off 187,128 180,529

Net cash (usec) in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

(491,767,616)

(30,981,923)

Payments of lease obligations 12,642 (14,687)
Dividend paid - (15,940,511)
Net cash used in financing activities 12,642 (15,955,198)
Effects of exchange rate changes on cash and cash equivalents 495,985 857,480
Net increase in cash and cash equivalents 21,365,796 15,905,333
Cash and cash equivalents at beginning of the period 167,211,263 147,270,173
Cash and cash equivalents at the end of the period 188,577,059 163,175,503
The annexed notes 1 to 23 form an integral part of these consolidated condensed interim finahcial statgments. #

President (A) and
Chairman

Direﬁpr/ ' " Director Chief Rpanc
Offi



N IONAL BANK OF PAKISTAN

¢ ISOLIDATED CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)
Fur THE NINE MONTHS PERIOD ENDED SEPTEMBER 30, 2018

3 nce as at January 1, 2017

Tolal comprehensive income for the nine months
'j.;eriod ended September 30, 2017

f L after lax

Olher comprehensive income - net of tax

1 isferred from surplus on revaluation of fixed assets
) unappropriated profit - net of tax

Transfer lo statutory reserve

1 hsactions with owners, reccrded directly in equity
(.uh dividend (Rs. 7.5 per share)

Cash dividend paid / profil dislribution by subsidiaries

f  ince as at September 30, 2017

Total comprehensive income for the three months
~ period ended December 31, 2017

f it afler tax

Other camprehensive income - net of tax

—

asterred from surplus on revaliation of fixed assets
o unappropriated profit - net of tax

Transfer lo stalutory reserve
nsactions with owners, reccrded directly in equity
Lush dividend paid / profit distribution by subsidiaries

gﬂ;llwce as at December 31, 20"7

al comprehensive income fcr the nine months
period ended September 30, 2018

IProfil aller tax
.er comprehensive income - net of tax

Transferred from surplus on revaliation of fixed assets
~Jo unappropriated profit - net ot tax

nsfer Lo stalulory reserve

Transactions with owners, reccrded directly in equity

5h dividend paid / profit distribLtion by subsidiaries

ance as at September 30, 2018

. annexed noles 1 to 23 form en integral part of these consolidated condensed interim financial statements.

o .
President (A) and
Chairman

Director

s

Directar

Share Attributable to the shareholders of the bank Sub Non Total
capital Reserves Total Controlling
Capital Revenue . Interest
Exchange Statutory General General Unapp:g::ated
Translation Loan Loss P
{Rupees in '000)
21,275,131 6,226,174 27,283,563 12,000,000 521,338 55,795,351 123,101,558 737,972 122 839,530
- - - - - 14,691,540 14,691,540 140,240 1« 831,780
- 857,480 - - - (1,160,099) (302,619) - 302,619)
- 857,480 - - - 13,531,44" 14,388,920 140,240 1« 529,160
- - - - - 81,180 81,180 - 81,180
- - 1,470,541 - - (1,470,54) - - -
- - - - - (15,956,348) (15,956,348) - (15,956,348)
- - - - - - - (5,628) (5,628)
21,275131 7,083,654 28,754,104 12,000,000 521,338 51,981,082 121,615,310 872,584 122,487,894
- - - - - 8,488,989 8,488,969 25,004 2,514,082
- 695,974 - - - (1,595,48C) (899,506) - 1899,506)
- 695,974 - - - 6,893,509 7,589,483 25,094 7,614,576
- - - - - 27,061 27,061 - 27,081
- - 832,258 - - (832,25€) - - -
- - - - - - - (86,250) (86,250)
21,275,131 7,779,628 29,586,362 12,000,000 521,338 58,069,393 129,231,852 811,227 13¢,043,279
- - - - - 16,140,310 16,140,310 105,792 18,246,102
- 495,985 - - - 621,146 1,117,131 - 117,131
- 495,985 - - - 16,761,456 17,257,441 105,792 17,363,233
& = « - - 77,12" 77,121 - 77121
- - 1,617,744 - - (1,617,744) - - -
- - - B “ & 5 (91,878) (91,878)
21,275,131 8,275,613 31,204,106 12,000,000 521,338 73,290,227 146,566,415 825,342 147,391,756
\




e

—

o

NATIONAL BANK OF PAKISTAN
NOTES TO THE CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

FOR THE NINE MONTHS PERIOD ENDED SEPTEMBER 30, 2018

1.

THE GROUP AND ITS OPERATIONS

1.1

1.2

The "Group" Consist of:

Holding Company
- National Bank of Pakistan

St bsidiary Companies

- JSC Subsidiary Bank of NBF in Kazakhstan

- CJSC Subsidiary Bank of NBP in Tajikistan

- WBP Exchange Company Limited

- National Bank Modaraba Management Company Limited

- Taurus Securities Limited

- NBP Fund Management Limited (formerly NBP Fullerfon Asset Management Limited) - NBP Funds
- First National Bank Modarba

- Cast-N-Link Products Limited

Tre Group is engaged in commercial banking, modaraba management, brokerage, ieasing and discounting
services,

The holding company was incorporated in Pakistan under the National Bank of Pakistan Ordinance, 1949
and is listed on Pakistan Stock Exchange. Its registered and head office is situated at I.|. Chundrigar Road,
Kzrachi. The holding company is engaged in providing commercial banking and relaed services in Pakistan
and overseas. The holding company also handles treasury transactions for the Governirent of Pakistan
(GoP) as an agent to the State Bank of Pakistan (SBP). The holcing company operates 1,502 (Dec 31, 2017:
1,498) branches in Pakistan and 21 (Dec 31, 2017: 21) overseas branches (including the Export Processing
Zcne branch, Karachi). The holding company also provides services as trustee to Long Term Credit Fund
(LTCF) and Endowment Fund for student loans scheme.

C.SC Subsidiary Bank of NBP in Kazakhstan, CJSC Subsidiary Bank of NBP in Tajikistan, NBP Exchange
Company Limited, National Bank Modaraba Management Company Limited are whol y owned subsidiaries of
the holding company while the controlling interest in Taurus Securities Limited is 58.32%, NBP Funds is
54%, First National Bank Modarba 30% and Cast-N-Link Products Limited 76.51%.

Basis of Consolidation

Tre consolidated condensed interim financial statements include the condensed interim financial statemerts
of the holding company and its subsidiary companies - “the Group".

Tre assets and liabilities of subsidiary companies have been consolidated on a line by line basis and the
carrying value of investments held by the holding comany is eliminated against the subsidiaries'
shareholders' equity in the consolidated condensed interim financial statements.

Non-controlling interest / minority interest are that part of the net results of operations and of net assets of
subsidiary companies attributable to interests which are not owned by the holding company.

Material intra-group balances and transactions have been eliminated.

Tre financial statements of Cast-N-Link Products Limited (CNL) are not available since the year 1997.
Accordingly, the management of the Group had applied to the Securities and Exchange Commission of
Pakistan (SECP) for the exemption from the requirements of section 228 of the Companies Act, 2017 (the
Act) in respect of conselidating its subsidiary CNL. The SECP, vide its letter EMD/233/627/2002-419 dated
November 7, 2017, based on the fact that investments of the Group in CNL are not material and comprise of
0.000056% of the total assets of the Bank and the investment have been fully provided for, granted the
exemption from consolidation of CNL in its consolidated financial statements.
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2.2

23

2.4

2.5

STATEMENT OF COMPLIANCE

These consclidated condensed interim financial statemenis have beer prepared in accordance with the accounting anc
reporting standards as applicable in Pakistan for interim financial reporting. The accounting and reporting standards as
applicable in Pakistan for interim financial reporting comprise:

- International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International Accounting Standards
Board (JASB) as notified under the Companies Act, 217,

- Islamic Financiat Accounting Standards {[FAS) issued by the Institute c¢f Chartered Accountants of Pakistan as are notified
under the Companies Act, 2017,

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

Wherever the requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017, or the directives issued by
the SBP and the SECP differ with the requirements of IFRS or IFAS, the requirements of the Banking Companies Qrcinance
1862, the Companies Act, 2017 and the said directives shall prevail.

The SBP vide BSD Circular letter No.10, dated August 26, 2002 has ceferred the applicakility of International Accounting
Standard 39, Financial Instruments: Recognition and Measurement anc International Accounting Standard 40, Investmen:
Property for banking compantes till further instructions. Moreover, SBP vide BPRD circular No.4, dated February 25, 2015 has
deferred the applicability of Islamic Financial Accounting Standards IFAS 3, Profit and Loss Sharing on Deposits. Further
according to the notification of the SECP issued vide SRO 411(l) /2008 dated April 28, 2008, International Financial Reporting
Standard IFRS 7, Financia! instruments: Disclosures has not been made zpplicable for banks. Accordingly, the requirements o°
these standards have not been considered in the preparation of these consolidated condensed inlerim firancial statements
However, investments have been classified and valued in accordance witn the requirements of various circulars issued by the
SBP. Furiher, segment information is being disclosed in accordance with SBP's prescribed format as per BSD circular 4 datec
February 17, 2006 which prevails over the requirements specified in IFRS 8 Operating Segments.

SECP vide its notification SRQ 633 (1) /2014 dated July 10, 2014, adopted IFRS 10 Consclidated Financial Statements {IFRE
10) effective from the periods starting from June 30, 2014. However, vidzs its nofification SRO 56 (1)/2016 dated JanLary 28
2016, it has been notified that the requirements of IFRS 10 and section 237 of the repealed Companies Ordinance, 1984 will no~
be applicable with respect to the investment in mutual funds esfablished urder Trust structure.

The Companies Ordinance, 1984 was repealed after enactment of the Corpanies Act, 2017, on May 30, 2017. The SECP vide
its Circular No.23 of 2017, dated October 04, 2017 allowed all those companies whose financial year closed on or before
December 31, 2017, were required to prepare financial statements in accordance with the provisions of repealed Companies
Ordinance, 1984. Accordingly, these consolidated condensed interim financial statements have been prepared in accordance
with Companies Act, 2017. Change {o the significant accounting policy, as & result of the enactment of the Companies Acl.
2017, has been detailed in note 4.1.

The disclosures made in these consolidated condensed interim financial statements have been limited based on the format
prescribed by the SBP vide BSD Circular No. 2, dated May 12, 2004 and International Accounting Standard IAS 34, ‘Interim
Financial Reporting' and do not include all the information required in the annual financial statements. Accordingly, these
consolidated condensed interim financial statements should be read in conjunction with the annual financial statements of the
Group for the year ended December 31, 2017,

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

The following revised standards, amendments and interpretations with respect to the approved accounting standards would be
effective from the dates mentioned below against the respective standard cr interpretation:

IFRS 9 'Financial Instruments’ - effective date: July 04, 2018

The Bank is currently awailing instructions from the SBP as applicabiliy of IAS 39 was deferred by the SBP fill furher
instructions. However, the SBP has instructed banks to prepare potential qualitative and quantitative impact assessmerts as a
result of adoption of IFRS 9 using the performa financial statements for the year ended December 31, 2017, The Bank is
required to submit its impact assessment to the SBP in due course of 'ime. For certain overseas branches, the Bank has
adopted IFRS 9 in respect of provision for impairment as more fully explainad in note 4.1.2.

IFRS 15 'Revenue from contracts with customers' - effective date: July 01, 2058

The 1ASBE has issued a new standard for the recognition of revenue. This will replace 1A518' Revenue' which covers ccnlracts
for goods and services and IAS 11 ‘Construction Centracts' which covers construction contracts.

The new standard is based on the principle that revenue is recognisec when control of a good or service transfes to a
customer - so the notion of control replaces the existing nofion of risks and rewards. A new five-step process has heen
introduced which must be applied before revenue can be recognised. Entite:s will have a choice of full retrospective application,
or prospective application with additional disclosures.
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IFRS 16 "Leases’ - effective date: January 01, 2019

IFRS$16 will affect primarily the accounting by lessees and will result in the recognition of almost all leases on statement cf
financial position. The standard removes the current distinction between cperating and finance leases and requires recognition
of an asset (the right to use the leased item) and a financial liability to pay rentals for virtually all lease contracts. An optional
exemption exists for shart-term and low-value leases. The accounting for lessors will not significantly change.

BASIS OF MEASUREMENT

These consolidated condensed interim financial statements have been prepared under the historical cost canvention except
that cerain fixed assets and non-banking assets acquired in satisfaclicn of claims are stated at revalued amount, cerlain
investments, commitments in respect of certain forward foreign exchange contracts and derivatives financial instruments had
been marked to market and are carried at fair value.

These consclidated condensed interim financial statements are presented in Pak rupees which is the Group's functional and
presentation currency.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted for presentation of these consolidated condensed interim financial information are the same as
those followed in the preparation of the conselidated financial statements of the Group for the year ended December 31, 2017,

except for;

Surplus on revaluation of fixed assets

The Companies Act, 2017 is applicable for financial periods baginning on January 01, 2018 and require a change in accounting
policy related to surplus on revaluation of fixed assets. Under the new reqLirement, the treaiment of such surplus shall be in ling
with the requirements of IAS 16 — Properly, Plant and Equipment, since Section 235 of the repealed Companies Ordinance,
1984 has not been carried forward in the Companies Act, 2017, The Bank has revised its accounting policy in respect of
measurement of surplus on revaluation of fixed assets which are now accounted for in accordance with AS -18. The Bank is in
process to carry out revaluation of its properties and accordingly the impact will be accounted for as per revised policy in the
annual financial statements of the bank for the year ending December 31, 2018.

The management of the Bank believes that the impact of change in acccunting policy for the prior year is not material for the
purpose of these condensed interim financial information.

impairment of financial assets

The Bank is currently awaiting instructions from the SBP as applicabiity of 1AS 39 was defemmed by the SBP #ll further
instructions. However, the SBP has instructed banks to prepare potential qualitative and quantitative impact assessments as a
result of adoption of IFRS 9 using the performa financial statements for the year ended December 31, 2017, The Bank is
required to submit its impact assessment {o the SBF in due course of time, Accordingly the Bank has started the process for

such assessment.

As per accounting policy of the Bank, general provision against loan losses of overseas branches is made as per the
requirements of the respeciive central banks. During the current year, IFRS 9 became applicable in few overseas branches of
the bank and was implemented in Bahrain branch of lhe Bank. Applicetion of this standard in Bahrain and Riyadh branch
resulled in additional provision charge of Rs.130 million as at September 30, 2018 which is included in general provisien against
non-perfarming advances.

ACCOUNTING ESTIMATES AND JUDGEMENTS

The accounting estimates and judgements used in the preparation of these consolidated condensed interim financial
statements are consistent with those applied in the preparation of the annual financial statements of the Bank for the year

ended December 31, 2017.
FINANCIAL RISK MANAGEMENT

The financial risk management objectives and policies applied during the period are consistent with those disclosed in the
annual consolidated financial statements of the Group for the year ended December 31, 2017.
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INVESTMENTS - net

Note
Investments by type:

Held-for-treding securities

Market Treasury Bills

Pakistan Investiment Bonds
Investment n mutual funds
Ordinary shares of listed companies
Total held-lor-trading securities

Available- for- sale securities

Ordinary shares of listed companies

Ordinary shares of unlisted companies

Market Tressury Bills

Pakistan Investment Bonds

GoP Foreign Currency Bonds

Foreign Currency Debt Securities

Foreign Government Securities

Term Finance Certifcates, Musharika and
Sukuk Bonds

Preference shares

Investment n mutual funds

Investmenis outside Pakistan

Total avajlzble-for-sale securlities

Held-to-maturity securities

Pakistan Investment Bonds

Market Treasury Bills

GoP Foreign Cureency Bonds

Faoreign Government Securities

Foreign Curency Debt Securities

Debentures Bonds, Participation Term Certificates,
Musharika and Term Finance Cettificates

Total held-o-maturity securities

Investments in associates
Investments in joint venture
Investments in subsidiaries
Investment at cost
Less: Provision for diminution in
value of investments 7.2
Investments {net of provision)
Unrealized loss) / gain on revaluation of
investments classified as held-for-trading
Surplus on revaluation of
available-for-sale securities 13
Total investments

September 30, 2018 (Un-audited)

December 31, 2017 {(Audited}

Held by Given as Total Held by Given as Tetal
bank collateral nank collateral
------------------ {Rupees In "000) (Rupees in '000) ----mmmmsmmmmmmmee
151,869,459 - 151,869,459 372,602,079 311,339,019 683,941,098
315,282 - 315,282 2,638,247 - 2,638,247
401,072 - 401,072 515,131 - 316,131
684,181 - 684,181 67,244 - 67,244
153,269,994 - 153,269,994 375,623,701 311,339,019 686,962,720
25,402,626 - 25,402,626 23,235,801 - 23,238,801
2,005,182 - 2,005,182 1,581,912 - 1,381,812
275,438,523 269,278,195 544,716,718 138,558,842 - 138,558,842
187,943,255 6,100,000 194,043,255 124,607,777 7,700,000 132,597,777
21,084,477 u 21,084,477 16,623,587 - 16,323,587
4,685,365 - 1,685,365 1,612,104 - 1,512,104
617,982 “ 617,982 548,752 - 548,752
72,360,432 - 72,360,432 64,664,793 - 64,564,793
570,535 - 570,535 555,944 - 556,944
819,646 - 819,646 1,749,646 - 1,149,646
463,295 - 463,295 463,295 - 463,295
588,391,318 275,378,195 863,769,513 373,896,453 7,700,000 281,596,453
157,916,394 - 157,916,394 169,475,489 - 169,476,489
19,916,906 - 19,916,906 148,246 - 148,246
2,575,611 - 2,575,611 2,309,720 - 2,309,720
23,092,301 - 23,092,301 21,173,206 - 21,173,208
477 g 477 424 - 424
598,264 - 698,264 710,713 - 710,713
204,199,953 - 204,199,953 1€3,518,798 - 193,818,798
1,237,973 - 1,237,873 1,227,086 - 1,227,086
4,488,438 - 4,488,438 4,966,604 - 4,986,604
1,245 - 1,245 1,245 - 1,245
951,588,922 275,378,195  1,226,967,117 949,533,887 319,039,019  1,268,572,806
(10,943,442) - (10,943,442) (10,521,310) - 110,521,310}
940,645,480 275,378,195  1,216,023,675 979,812,577 319,039,019  1,258,051,596
{10,167) - (10,167) 10,317 - 10,317
31,554,255 90,478 31,644,733 28,431,646 43,505 38,475,151
972,189,568 275,468,673  1,247,658,241 977,454,540 319,082,524  1,286,537,064
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7.2

Particulars of provislon for diminutlon In value of Investments
QOpening balance
Charge for the period [ year

Reversals

Transfer to advances
Other transfer
Others

Closing balance

7.2.1 Partlculars of provision in raspect of type

Avallable-for-sale securlties

Qrdinary shares of listed companies and mutuaf funds

Ordinary shares of unfisted companies

Debentures, Bonds, Participation Term Certificates,
Term Finance Certificates and Sukuk Bonds

Preference shares

Held-to-maturlty securitles
Debentures, Bonds, Participaticn Term Certificates,
and Term Finance Cerlifiates

Investment In assoclates
Investment In subsldiaries

7.2.2 Partlculars of provislon In respect of segments

Fully paid up ordinary shares

Debentwes, Bonds, Paricipation Term Certificates,
Term Finance Ceriificates and Sukuk Bonds

Other investments

Investments in associales

Investments in subsidiaries

Note

ADVANCES - net
Loans, cash credits, running firances, efc.

In Pakistan
Qulside Pakistan

Islamic financiang and related asseis

Net investment in finance lease

Bills discounted and purchased (excluding Government treasury bills)

Payable in Pakistan
Payable cutside Pakistan

Advances - gross
Less: Provision against non-performing loans - specific 8.2

- general 8.2

Advances - net of provisicn

{Un-audited) (Aucited)
September 30, December 31,
2018 2017

wosnsnnnnn [REpEAS 18 "000) -

40,521,310 14,467,703
867,804 TOR,177
(446,230 (3,281,087)
421,574 (2,576,510}

- (1,004,153)

- (5,643}

558 (359,687}
10,943,442 10,521,310
3,437,306 2,745,147
398,923 398,023
5,625,160 5,925,187
433,444 433.444
424,833 424,833
622,531 522,531
1,245 1,245

10,943,442 40,521,310

3,800,228 3,378,069
6,049,993 6,350,020
469,445 469,445
622,531 622,531
1,245 1,245
10,843,442 10,521,310
{Un-audited) (Audited)
September 30,  December 3t,
2018 2017
----------- {Rupees i1 '000) ----------+
840,980,852 746,315,569
68,555,928 66,851,860
909,536,780 813,167,429
23,498,026 19,138,198
313,251 616,254
11,043,810 12,901,944
9,991,552 12,383,862
21,035,363 25,285,896
554,383,420 858,207,777
118,735,541 111,347,775
6,786,230 6,515,068
125,521,771 117,862,843
§28,861,649 740,344,934
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B4 Advances include Rs. 136,960 million (2017: Rs.121,941 million} which have been placed under the non-performing status as detailed below:

Category of Classification

Other Assets Especially Menticned
Substandard

Doubtful

Loss

Category of Classification

Other Assets Especially Mentioned
Substandard

Doubtful

Loss

September 30, 2018 {Un-audited)

Domestic Overseas Total Provislon Provislon
Requlrad Held
{Rupees [n '000)
3,666,688 - 3,666,688 90,406 90,406
16,966,733 11,561 15,878,294 3,810,552 3,810,552
1,738,778 - 1,738,778 819,864 819,864
18,654,528 35,921,333 115,575,861 114,014,779 114,014,719
101,026,727 35,932,895 136,959,622 118,735,541 118,735,541
Dacember 31, 2017 {Auditext)
Domestic Overseas Total Provision Provislon
Requlred Held
(Rupees In '000)
1,279,934 - 1,279,934 44,588 44,589
5,623,565 67,479 5,691,044 1,362,851 1,362,851
2,494,759 477,229 2,972,028 1,325,361 1,325,361
80,102,779 31,685,538 111,998,318 108,614,974 108,514,974
89,501,077 32,440,247 121,941,324 111,347,775 111,347,775

8.2 Particulars of provision against non-performing advances

Saeptember 30, 2018 {Un-audited)

December 31, 2017 (Audited)

Opening batance
Foreign exchange adjustments

Charge for the period
Reversal for the period

Transfer from investments
Other transfer

Amounls charged off
Amcunls written off

Other adjustments

Closing balance

Speclfic General Total Spacific General Tutal
{Rupees In "000°)

111,347,775 6,515,068 117,862,843 110,239,938 4,431,207 114,671,145
3,610,078 51,478 3,661,666 §52,122 15,634 967,656
12,031,200 346,883 12,378,082 3,177,831 2,558,971 5,736,802
{6,253,512) (127,198} {8,38C,710) (4,001,550} {490,624) {4,492,184)
3,777,688 219,684 3,997,372 (823,719} 2,068,327 1,244,608

- - . 1,004,153 - 1,004,153

. - - (44,875) - {44,875)

- . - 12,981 . {2,981)
- - - (899) - (899)

. - - 24,036 . 24,036
118,735,541 6,786,230 125,521,771 111,347,775 6,515,068 117,362,843

8.3 The SBP has allowed specific relaxation to the Bank for non-classification of overdue loans of certain Public Seclor Entities (PSEs) which are

guaranteed by Government of Pakistan up till December 31, 2017, The Bank believes that extension will be aliowed in due course.

OPERATING FIXED ASSETS

Capital work-in-progress
Praperty and equipment
[ntangible assels

9.1 Additiens and disposals during the period amounted fo Rs.

30, 2017 Rs. 395 million) respectively.

(Ln-audited) {Audited)
Sentember 30, Deceriber 31,
2018 2017
------- (Rupees in '000") w-nan-=

1,935,607 1,823,691
30,714,404 30,348,109
936,572 1,150,437
33,586,663 33,822,237

1,669 miltion (Septernber 30, 2017: Rs. 1,547 millien) and Rs. 394 million {September
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DEFERRED TAX (LIABILITIES)/ ASSETS - net
Deferred tax assets arising in respect of

Provision for diminution in the value of investments

Prowision against non-performing advances

Otker provisions

Provision against defined benefits plans

Unrealized loss on derivatives

Prowision against off balance sheet cbligations

Excess of accounting book value of leased assets over lease liabilities
Canled forward unabsorbed tax losses

Cthers

Deferred tax liabilities arising in respect of

Revaluaticn of available-for-sale securities
Nen-banking assets

Cperating fixed assets

Otrers

Net deferred tax (liabilities) / assels

{Un-audited) {Audited)
September 30, December 31,
2018 207
---------- - (Rupees in "000) ——wumnue
236,751 3,278,835
622,390 622,380
105,416 2,187,036
2,561,091 13,649,978
- 439,026
115,222 116,622
- 3,872
10,705 10,7C5
1,898 3,584
3,653,473 20,312,04¢
{9,845,240) {12,504,925)
(89,981) (89,981)
(211,866) (374,657)
(2,314,832} -
(12,461,919 (12,969,567)
(8,808,446) 7,342,482

The Bank has receiveg favorable ATIR decision in respect of Tax Years 2011-2014 and CIR{A) order for the tax year 2015
durng the period which resulted in increase in determined refunds by Rs. 20.3 billion and pricr year tax provision reversal of Rs.
2.11 billion. Accordingly, deferred tax assets recognized in pricr years are no longer required therefore reversed, whicn

ameounted to Rs. 16.3 billion.

BORROWINGS FROM FINANCIAL INSTITUTIONS

Borowings include repurchase agreement borrowings amounting to Rs. 275,378 million (December 31, 2017 Rs. 320,033

mithian).

DEFPQSITS AND OTHER ACCOUNTS

Customers

Fixed deposits

Savings deposits

Curent accounts - remunerative
Curent accounts - non-remunerative

Financial Institutions
Rerunerative daposits
Nor-remunerative deposits

SURPLUS ON REVALUATION QF ASSETS - net

Surplus on revaluation of fixed assets
Surplus on revaluaticn of non-banking assets

Surplus on revaluation of available-for-sale securities - net of tax

Federal Government Securities

Term Finance Certificates and Sukuks
Shares and units of mutual funds

GoP Foreign Currency Bends

Foreign Currency Debt Securities
Investment outside Pakistan

Deferred tax liability
Surplus on revaluation of available-for-sale securities

Share of revaluation loss on secuiities of associates

(Un-audited} {Audited})
September 30, December 31,
2018 2017
--------------- (Rupees in '000) ----m—--

293,034,136 336,280,252
518,538,738 476,860,65C
314,214,592 278,684,284
460,343,889 362,209,288
1,586,132,356 1,454,124, 473
25,018,463 61,988,674
188,380,684 210,946,099
213,400,147 272,934773

1,799,532,503

1,727,059,246

21,869,083 21,946,203
2,174,366 2,172,366
24,043,448 24,120,569
{5,.233,118) 953,651
75,207 126,291
23,035,692 26,193,852
(190,41E) 202,789
{91,11€) 62,855
14,048,481 10,843,713
31,644,732 38,475,151
55,668,182 62,595,720
{9,845,24C) {12,502,929)
{1,012,002) {458,355)
44,830,941 49,632,435
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{Un-audited) (Audited)
September 30,  December 31

2018 2017
14. CONTINGENCIES AND COMMITMENTS memeeseees (RLpeES N '000) orememeenan

14.1 Direct credit substitutes
This includes general guaraniee of indebtedness, bank acceptance guarantees and standby letters of credit serving s
financial guarantees for loans and securities issued in favour of;
~ Government 8,977,026 18,841,970
- Financial institutions 4,636,477 2.836,97"
- Others 28,219,883 27.834 212

41,833,386 49.513,095

14.2  Transaction-related contingent liabilities
This includes performance bonds, bid bonds, warranties, advance payment guarantees, shipping guarantees and
standby letters of credits related to particular transactions issued in favour of:

- Government 23,367,993 15,084 4z¢
- Financial institutions 26,150,602 33,247,316
- Gthers 23,298,855 17,111,631

72,817,450 65,443,377

14.3 Trade-related contingent liabilities
Letters of credit issued in favour of:

- Government 627,087,827 326,644,858
- Financial institutions 2,593,734 2,647.61¢
- Others 76,864,150 89,200,608

706,545,811 418,493,128

14.4 Other contingencies

14.4.1 Claims against the Bank not acknowledged as debis including claims retating to
former Mehran Bank Limited amounting to Rs. 1,597 million (2017: Rs. 1,597
miflion) 19,876,661 16,747,536

14.4,2 Taxation
The current status of tax coatingencies is same as disclosed in the annual financial statements of the Group for the year
ended December 31, 2017, except for:

a) The tax returns of the Bank have been filed upto Tax Year 2017 and amended by the tax authorities up to Tax Year
2017, For Azad Kashmir and Gilgit Baltistan Branches no amendment to returns filed ufs 120 of the Income Tax
Ordinance, 2001 has been made, hence returns filed are deemed assessments for all the years till the tax year 2017.

b} Against ATIR orders for the Tax Years 2011 to 2014, the Bank has cbtained appeal effect orders which has resulted in
net increase in determined refunds by Rs. 18.358 billion and prior year tax reversal of Rs. 1.914 hiliion. Further, as a
resull of appeal effect arder passed under section 124 / 122(5A) of the Income Tax Ordinance, 2001 for the tax yea-
2015, the net refund have increased by Rs.1.899 billion and tax reversal of Rs. 0.198 billion. Therefore, the aggregate
refunds increased by Rs.20.257 billion and prior year tax reversal of Rs. 2.113 billion.

c) The aggregate effect of contingencies as on September 30, 2018 amounts to Rs.10.731 billion (December 3, 2017: Rs.
14,243 bitlion). No provision has been made against these contingencies based on the opinion of tax consultants of the
Bank who expect favourable outcome upon decision of pending appeals.

14.4.3 Barter Trade Agreements
The current status of these contingencies is same as disclosed in the annual financial statements of the Group for the
year ended December 31, 2017,

14,44 Golden Handshake / Encashment of Unavailed Leaves / Qutsourcing / Medical
The current siatus of these contingencies is same as disclosed in the annual financial statements of the Group for tre
year ended December 31, 2017,

14.4.5 Pensionary benefits to retired employees

n 1977 the Federal Govt. vide letter No, 17 (9) 17 XI/ 77 dated November 30 1977 addressed to the Pakistan Bankirg
Zouncil, directed that all executives / officers of all nationalized banks would be paid pension as calculated @ 70% of
average emoluments on completion of 30 years of qualifying service and where qualifying servce was less than 3C
years bul not less than 10 years, proportionate reduction in percentage was to be made. Ths pensian scheme was
made applicabie with effect from May 01, 1977.



T

14.4.6

14.4.7

In the yea- 1997, the Banks Nationalization Act, 1874 ("BNA, 1974") was substantially amended whereby the Pakistan Banking Council was
dissolved and the Board of Directors of the nationalized banks were empowered / mandated respectively to determine personnel policies
with the President of the Bank deciding the remuneration and benefits of the employees in accordance with polic-es determined by the
Board. In the year 1989, by virtue of the said amendments in BNA, the Board of Directors of the Bank approved the revised pay structure
for the officers / executives of the Bank with effect from January 01, 1999 vide Circular No.37/1989, whereby the bhasic salary was
increased by 110 % to 140% and besides giving multifarious benefits to its employees, formuta for monthly gross pension was revised.
However, the amount of gross pension on the basis of existing basic pay and existing formula was protecied,

A number of bank's employees, after attaining the age of superannuation filed writ pefitions before the _ahore High Court and the
Peshawar High Court, praying for re-caiculation of their pensionary benefits and increases in accerdance with the Bank circular No, 228 (C)
dated December 28, 1877 and furthermore, for allowing the increases in their pension as per the increases alowed by the Federal
Governmenit to its employees. This litigation started in the year 2010-11.

The Peshawar High Court, in terms of judgment dated June 03, 2014, dismissed the petition while observing that the petition was hit by
laches and that the Petitioners could not claim the benefils granted to the similarly placed employees of other institutions who were
governed through different Statutes and Service Rules.

l.ahore High Coun, vide its judgment dated January 15, 20186, allowed the writ petitions on the same matter and the Bank was directed io
release the pensionary benefits of the Petitioners. The said order was assailed by the Bank by filing Intra Court Appeals in January 2016
which were dismissed by Lahore High Court, Lahore, through its judgment dated January 16, 2017. The Bank assailed the szid judgment
by filing appeals in the Supreme Court of Pakistan.

The Hono-able Supreme Court of Pakistan after hearing the arguments of both Parlies, vide its judgement daled September 25, 2017 has
upheld the decision of a Division Bench of the Lahore High Courl on the contention of increase in Bank’s employees’ pension, thereby
instructing the Bank to give pension benefits to its employees in the light of Head Office Instruction Circular No. 228 (¢} of 1977. Under ths
Circular, tne pension of employees was to be calculated @ 70% of average emoluments upon completion of minimum qualifying service
reguirement, besides requiring the Bank to follow subsequent revisions in pension scheme and rates granted by the Federal Government
to civil servanis from time to {ime as well,

The Bank has filed review pelitions against the aforesaid judgment of the Henorable Supreme Court of Pakistan and also made an
application for constitution of larger bench of the Supreme Court to hear the review petition, which has been acceptec. As advised by our
legal counsels, the Bank considers that due to conflicling decision of the other bench of the Supreme Court in a case which, & all material
facis and circumstances, is identical to the Bank's case and various other legal infirmities in the judgement as highlighted by the Bank in its
review petition. The Bank has a reasonably strong case on merits to convince the Supreme Court for reversa’ of its decision.

In case this matier is decided unfavorably, the Bank estimates based on the actuarial advice that the financial irpact arising from the
additional liability would be approximately Rs. 54.3 billion excluding any penalty interest / profit payment due to delayed payment in case of
unfavorab e decision. Pension expense for the year 2018 onward will also increase by Rs 7.5 billion due to this decision. No provision has
been made in these consolidated condense interim financial statements for the above-mentioned amount as the Bank is confident abaut
the favorasle outcome of the matter based on the opinion of the legat adviser.

Litigation related to management trainee program

The Bank started Management Trainee Officers (MTOs} program in the year 2003 and from 2003 to 2013 , 14 batches of MTOs were
inducted in the Bank's regular service in general banking, human resocurce, audit and infermation techrology departments. In the year
2010, one Mr. Ashfag Ali and 2 others filed a CP No. D-417/2010 before the Sindh High Court (SHC), Banch at Sukkur while praying to
treat them equally in respect of remunerations with other employees {MTOs) having same grade, nature of job and qualification.

The honorable Division Bench at Sukkur, vide order dated March 13, 2013, directed the Bank to ensure equal treatment to the petitioners
with similarly placed employees without any discrimination. The SHC order was assailed by the Bank before the Apex Court through CP
No. 805/2013. The Bank was granted Leave, however subsequently, Bank’s civil appeal was dismissed vide order dated September 21,
2016 in terms of which the order of the Sindh High Court was upheld, however, the respondents were Feld to be en:itled for same salary,
perks and emcluments as are applicable and payable to the MTOs working in contemporary grades from the date of judgment of the SHC
effective from 13.03.2013. Review Petition filed by the Bank was also dismissed by the Supreme Court, vide order dated 14.04.2017. The
Bank settlied the claims of three employees during the year 2017,

Subsequent to the aforesaid order other employees of the Bank also approached various High Cours, seeking benefit of the said
judgment. The Lahore High Court, Lahere (LHC) vide order dated March 30, 2018, allowed two of those Writ Petiticns however the Bank
assailed that order through an Intra Couri Appeal and a Division Bench of LHC vide order dated May 14 2018 remanded the case back to
the Single bench where it is still pending adjudication.. In another similar Petition filed by Mr. Muhammad Naeem in the year 2013 was
ajlowed by the Peshawar High Court, Peshawar, vide order dated May 30, 2018 in the light of the aforeszid judgment of Supreme Cour..
The Bank nas assailec that order before the Apex Court which is yet to be fixed for hearing.

A large number of Constitutional petitions filed before the Sindh High Court, Karachi, on the same matler were disposed o vide order
daied Seprember 09, 2018 and the Bank was directed to constitute a committee which will examine the cases o not only the Petitioners oLt
all employees of the NBP with regard to their entittement of the benefits as available to the similarly placec staff members keeping in view
the judgment given by the honoraile Supreme court of Pakistan dated 21.09.2018, preferably within th-ee months, The Bank has filed a
Review Petifion in the matter while praying fo limit the judgment to the extent of the Pefitioners only. The other Benches of the Sindh High
Court have also referred the matters back to the Bank for considering the same in the light of the Suprema cour: order under reference.

As advisec by our counsetl, the Bank has a reasonable case on meriis to convince the courts that the decision of the Apex Court cannot be
applied ous rightly and instead each case is to be assessed on its facts and merits.

Compliance and risk matters relating to anti-money laundering

The currert status of these contingencies is same as disclosed in the financial statements of the Group fo- the year ended December 31,
2017,
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{Un-Audited) {Audited)
September 30,  December 31,
e 2018 201"
oo {Rupees jn "000) s

14.5 Commitments in respect of forward exchange contracts
263,707,069 202.309,263

Purchase

Sale 168,209,084 742,915,579
f’"‘“’i
[ 146  Commitments In respect of financing
{ Undrawn commitlec facilities (which are not cancellablg) 14,185,304 41,261,434
k Unconditionally cancellable commitmenls {which can be cancelled at any time withoul notice} 98,659,944 116,441,330
P 14,7 Commitments for the acquisition of operating fixed assets 501,656 826,727
% 14.8  Other Commitmerts
T
) Professional services to be receivad 13,500 23,115
{_,___QS. OTHER INCOME
i Other income includes Rs. 1,574 million (September 30: 2017 Rs 1,071 million) in respect of compensation on delayad refunds under section 171 of the Income Tax Ordinance, 2001 This compensation ha: been
{

calculated at the rates applcable under sectien 171 on tha amount of refund for the period commencing at the end of the three months ef refund bacoming due te the Bank and the date of adusiment of refunc oy the
income tax autherilies.

16. OTHER PROVISIONS AND WRITE - OFFS

[aaa

é This mainly represents provision made on account of reported instances of financial improprieties for which investigation are in progress.

47, TAXATION

The Federal Govemment vde Finance Act 2018 has imposed a super lax at Lhe rate of 4% on income of Banks for the year ending Dacember 31, 2018 (Tax Year 2018). Accardingly, provisions of Rs. 944 milon for

ﬁ the Super Tax has been made for the nine months.

i

f Quarter Nine Months Cuartar Nine Montns

Ended Ended Ended Ended
September 30, September 30, September 3¢, September 30,

[l 2018 2018 2017 2017

|18, BASIC AND DILUTED EAFNINGS PER SHARE

{ Profit after taxaticn (Rupees ir '000} 3,484,050 16,148,310 6.174,989 14,69 540
Weighted average number of ordinary shares {Number '000) 2!127!513 25127 513 2127513 2127513

e Basic and diuted earnings g-ar share {Rupees} 1.64 7.59 2.90 8.91

i

i 19 OTHER DISCLOSURES

19.1 Segment detalls with respect to business activities

™ The segment analysis with respect to business activily is as follows:-

! Corporate Trading & Retail Cemmercial Paymert & Agency Assels Retail Tota

i Finance Sales Banking Banking Settlement Services Management Brokerage

Rupees in ‘000"
Nine months period ended
September 30, 2018 (Un-audited}
Total income 214,573 14,632,018 1,80%,080 42,135,786 631,804 6,729,648 1,16€,491 84,618 67,390,199
Inter segmen revene - [14,345,859) 19,505,288 (5,169,429} - - - . .
Total expenses 43,763 73,353 11,056,070 21,989,339 114,605 3874131 832,058 25,849 44,072,169
Net income 170,810 212,506 10,251,298 8,8875017 517,290 2,855,517 328,432 {6,231) 23,317,840

[

; Segment assets {Gross) - 151,198,609 147,981,209 2,122, 151,157 - - 2,316,669 568,101 2,474, 215,744

i Segment nen-performing loans - - 9,684,121 126,813,258 - - 462,242 - 136,955,622
Sagment provision required - - 10,047,121 115,138,097 - - 336,664 - 125,521,771

[ Sagment liabilities - - 713,474,351 1,566,925,897 - - 1,337,443 255,356 2,281,983,048

§ Segment return on assels (FOA) (%) 0.00% 0.10% 7,03% 0.67% 0,00% 0.00% 14,69% -0.58% 1.30%

‘ Segment cost of funds {%) 0.00% 0.00% 3.40% 4,58% 0.00% 0.00% 3,29% 1.56% 4.26%

{""« Corporate Trading & Rotail Commerslal Payment & Agency Assats Retall Total

i Finance Sales Banking Banklng Settiement Services Management Brokerage

Rupees in '000'

' Nine months period endec

September 30, 2017 {Ur-audited)

- Taotal income 543,249 3,534,098 2,267,966 47,620,688 494 203 6,302,033 1,288 .491 147,889 62,398 615

i inter segment revenue - {2,852,192) 16,718,612 {13,767,421} - - - N -

i Total expenses 119,698 96,127 9.925.106 23,702,355 137 296 3,843 790 851 663 80,285 38,666 320
Net income 423,550 485,779 9062473 10.350.910 356 807 2,328.244 436 828 57.604 23,532 295
Segment assels {Gross) - 300,365,243 162,548 434 1,743,195,156 - - 2.815 157 523,596 2,229,447 586

I Segment non-performing ioans - - 10,779.419 118,840,806 - - 443 §57 - 130,063 732

! Segment provision required - - 4,318, 203 108039 178 - - 336 855 - 117,694,237

) Segment labilities - - 588,054,781 1,452,188 369 - - 1,746 870 190, 485 2052 190604
Segment rolurn on assels (ROA) (%) 0.00% 0.26% 5.46% 0.81% 0 00% 0.00%, 16 20% 6.78% 1.45%

fﬁ“ Segment cost of funds {%) 0.00% $.00% 3.06% 4.24% 0 00% 0.00% 647% 1.57% 34%

:
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19.2

Fair value of financial instruments

The fair value of traded investments is based on quoted market prices, except for tradable securities classified by the Bank as 'held
to maturity’. Quoted securities classified as held to maturity are carried at amortised cost. Fair value of unquoted equity
investmerts other than investments in associates and subsidiaries is determined on the basis of break up value of these
investmerts as per the latest available financial statements.

Fair value of fixed term loars, other assets, other liabiliies, fixad term deposits and borrowings can not be calculaied with sufficient
reliability due to absence of current and active market for such assets and liabilities and reliable data regarding market rates for
similar instruments. In the opinion of the management, the fair value of the remaining financial assets and liatilities are not
significantly different from their canrying values since these are either short term in nature or, in the case of customer loans and

depaosits, are frequently repriced.

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

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets er iabilitizs.

Level 2; Fair valug measurements using inputs other than quoted prices included within Level 1 that are sbservable for the assets
or liabilities, either directly (i.e.as prices) or indirectly (i.e. derived from prices).

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

The table below analyses financial instruments measured at the end of the reporting period by the leved in the fair value hierarchy
into which the fair value measurement is categorised:

Sepiember 30, 2018 (Un-audited,
Carrying Value Fair Value
Level 1 Level 2 Level 3 Total
Rupees in '000"

On balance sheet financial instruments

Financial assets measured at fair value

Held for trading securities

Market Treasury Bills 151,868,982 - 151,858,982 - 151,858,882
Pakistar Investment Bonds 314,475 - 314,475 - 314,475
Investments in mutual funds 402,188 402,188 - - 402,188
Qrdinary shares of listed companies 684,181 684,181 - - 684,181

Available ftor sale securitles
Ordinary shares of listed companies 45,037,013 45,037,013 - - 45,037,013
Ordinary shares of unlisted companies 1,606,259 - 1,606,259 - 1,606,259
mMarkel Treasury Bills 544,627,704 - 544,627,704 - 544,627,704
Pakisiar: investment Bonds 188,899,153 - 158,899,153 - 188,899,153
GoP Foreign Currency Bonds 20,894,062 . 20,894,062 - 20,894,062
Foreign Zurrency Debt Securities 1,594,249 - 1,594,249 - 1,594,249
Foreign 3overnment Securities 617,982 - 617,982 - 617,982
Term Finance Cerlificates / Musharika and Sukuk
Bonds 66,810,479 - 66,810,479 - 66,810,479
Prefererce shares 137,041 137,091 - 137,091
Invesiments in motual funds 783,645 783,645 - - 783,645
Investments outside Pakistan 14,511,776 14,511,776 - - 14,511,776

Off balance sheet financial instruments

Foreign exchange centracts purchase and sale 431,916,143 - 1,035,176 - 1,035,176



£

December 31, 2017 {Audited)

- Carrying Valug Fair Value
: Level 1 Level 2 Level 3 Total
[ Rupees in '000"
On balance sheet financial instruments
? Financial assets measured at fair value
{
Held for trading securities
= Market Treasury Bills 683,921,624 - 683,921,624 - 683,921 624
Pakistan Invastment Bonds 2,643,892 - 2,843,892 - 2,643 892
{ Investments in mutual funds 340,121 340,121 - - 340121
Ordinary shzres of listed companies 67,399 67,399 - - 67 399
= . .
E Available for sale securities
! Ordinary shares of listed companies 46,717,606 46,717,506 - - 46,717,506
Ordinary sheres of uniisted companies 982,989 - 982,589 - 882,989
£ Market Treasury Bills 138,560,516 - 138,560,516 - 138,560,516
! Pakistan Investment Bonds 133,549,754 - 133,549,754 - 133,549,754
! GoP Foreigr Currency Bonds 17,116,376 - 17,118,376 - 17,116,376
Foreign Currency Debt Securities 1,674,959 - 1,674,959 - 1,674,859
¢ Foreign Government Securities 548,752 - 548,752 - 548,752
{ Term Finance Certificates / Musharika and Sukuk
! Bonds 58,867,857 - 58,867,897 - 58,867,897
Preference shares 123,500 123,520 - - 123,500
e invesiments in mutual funds 1,149,646 1,149,648 - - 1,149,648
| Investmenis outside Pakistan 11,307,008 11,307,038 - - 11,307,008
!
Off balance sheet financial instruments
j’“" Foreign exchange contracts purchase and sale 345,224,842 - 1,239,755 - 1,239,755
: Certain categories of operating fixed assets (land and buildings) and non-banking assets acquired in satisfaction of claims are carried at
revaiued amounts (level 3 measurement) determined by professional valuer based on the r assessment of the market values.

19.3 Basel lll liqudity requirements

T

(Un-audited) (Auditec)
September 30, December 31,
2018 2017

[

, ----------- iRupees in '000) -r-renra-

‘ Liquidity coverage ratio

e Total high quality liquid assets 824,500,213 984,828,182

{ Total net cash cutfiow 553,638,183 580,370,735

{ Liguidity coverzge ratio % 149% 170%

o Net stable fun:ing ratio

!

i Total available stable funding 1,705,565,767 1,531,580,508
Total required ¢table funding 468,280,692 419,276,380

pm Net stable fund ng ratio % 364% 385%
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20. RELATED PARTY TRANSACTIONS

The Group has rafated parly relationship with its associated undertakings, subsidiary companles, Joint-venture, employee benefit plans, and ils key management
personnel {including their associales). The details of investments in subsidiary companies and associaled underlakings are staled in note 7.

Trar saclions beiwaen the Group and its related parlles are caried out under normal course of business as per terms of contract, excapt employees staff lbans,
employeas sale of assets and provident fund, that are as psr agreement.

Thee are no lransactions with key management personnel other than under advance safary,

2018 {Un-audited) 2017 (Audited)
At Glven Repaid At At Given Repaid At
January 01,  during the during the  September 30, January 01, during the during the  December 31,
2018 perlod period 2018 2017 year yaar 2017
{Rupees [n '000}
Advances
Assuciales 3,314,085 18,750 {190,260} 3,142,675 3,297,168 18,750 {1.833) 3,314,085
KeyManagemant Executives | 145,369 4,939 {20,067} 130,252 l 185,830 11,782 119,962) 177,650
Adjustments* 86,323 - - 85,323 (32,281} (32,281) i
230,692 4,939 (20,0567) 215,675 153,540 14,782 19,962) 145,389
Detxs dus by Company in which
director Is interested as director | - I 103,150,913 ’ (103,448,862)' {297,949) - I 2,000,600 [ {Z,OOD.GDL‘)| B I
Acjustmenis* 4,491,100 - - 4,491,100 - - - -
4,491,100 103,150,913  (103,448,862) 4,193,161 - 2,000,0C0 {2,000,000) -
8,035,878 103,174,602 (103,659,179} 7,651,301 3,450,717 ‘2‘,.030,532 {2,021,795) 3.450.454
2018 {Un-audited) 2017 (Audited)
At Recelved Repald At Al Received Repaid Al
January 01,  during the during the  September 30, January 01, during the duringthe  Cecember 31,
2018 perlod period 018 207 year yaar 2017
{Rupees [n "000)
Deposits
Key Management Executives I 62,047 ass,asr' (331,953}” 119,484 28,838‘ 430,392 | (40&116)' 51,114 |
Acjustments* {13,718} - . {13,718} 10,933 - - 10,833
48,329 339,387 (331,963) 105,763 39,771 430,392 {408,116) 52.047
Direstors l 15,614 24,180 {21,956) u 17,838 4,655 | 37,321 | {271 27)] 14,849 |
Acjusiments* [244) - - {244) 765 ~ - 765
15,370 24,180 (21,9586) 17,694 5,420 37,321 {27.127) 15,614
Pension Fund (Currant} 1,248 3,611,082 {3,678,633) 33,697 1,363 3,781,571 (3,781,686) 1.248
Pansion Fund {Fixed Ceposit} 10,300,000 14,300,000 {14,300,000) 10,340,000 8,800,000 10,300,000 (8,800,000)  10,300.000
Peanslan Fund (N.LD.A AfT) 514,539 14,393,527 {14,040,257) 867,808 1,035,959 2,744,580 (3,266,000) 514 539
Provident Fund 12,749,309 13,633,226 {14,065,908) 12,216,626 13,137,045 1,808,033 (2,795,788) 12,740 309

23,628,795 46,261,401 {46,338,707) 23,641,489 23,019,658 19,101,887  {18478,688) 23642757
ol = il =

* Acjustmenis due to changes in key management exaculives.
{Un-audited) (Audited)
September 30, December 31,
2218 2017
-+ (Rupees n '000) e

Placements with:

Joint veniure §85,058 675 870

Borrowing from:
Joint veniure 66,457 87 820
Mar«-up receivables from associates 1,708,184 2082323
600,000 600.000

Investment [n assoclates

{Un-aucited) (Ur-audited)
Nlne Menths  Nine Months

ended ended
September 30, Saptember 30,
2018 2017

weree {RUp2ES [71 'D00} menawenee

Encoane for the period
Gn advances / pfacements with:

Joint Veature 188 34
Deb's due by company in which director of the bank is Interesied as director 290,891 5,242
Divicend from joint venlure - 134,870
Divicend from Funds - 45,764
Exp=nses for the perlod
Femunaration to k¢y management execulives 272,675 290,928
Charge for defined benefit plan 37,223 3171
Mark-up on Beposits of:
Frovident fund 844,102 092,802
Fension fund £61,931 533,241
Mark-up on Borrowing / Depaosits
Jaint Venlure %6 1013
5,874 5,288

Tearsaction Fee pald to company in which directors of the bank are Interested as director
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Transactions with Government-related entities

The Federal Government throug” the State Bank of Pakistan holds controlling interest (75.60% shareholding) in the Bank and therefore entities which are owned and
/ot contralled by the Federal Gowernment, or where the Federal Government may exercise significant influence, are related parties of the Bank.

The Bans in the ordinary course of business enters into transaction: with Government-reiated enlities. Such transactions include lending to, depasils from and
provision of olher banking Service to Government-related entities,

The Bank also sarned commission on hand ing treasury fransaclions on behall of the Government of Pakistan amounling 1o Rs. 6,738 milion for the nine months
ended September 30, 2018, As at the Slatement of Financial Posilion daie the loans and advances, deposits and contingencies relating to Governmen-related
enlilies amounled to Rs. 336,584 million, Rs. 644,942 milion and Rs. 859,433 million respeclively and income earned on advances and profit paid on deposits
amounted lo Rs. 13,995 million and Rs. 18,024 million respectively

21. ISLAMIC BANKING BUSINESS
The Barx is operating 180 (December 31, 2017; 169} islamic banking branches as at September 30, 2018, Statemert of Fnancial position, profit and
loss account and cash flow statements ae as under:
{Un-audited)  {Audited)
September 30 December 31,
2018 2017
STATEMENT OF FINANCIAL POSITION Mote - {Rupees in 000} -----
Assets
Cash and balances with treasary banks 3,710,213 3,019,664
Balances with other banks 24,118 2,809,667
Investmenis 211 24,492.914 | 17,854,697
Islamic financing and related assets 21.2 23,306,036 || 18,946,404
Operating fixed assels 258,396 195,431
Other assels 1,738,628 4,149,381
53,530,405 43,075,444
Liabilities
Bills payable 177,978 126,099
Deposits and other accounts
-Currert accounts 13,679,035 | 11,935,087
-Savinc accounts 26,488,707 | 18,380,007
-Term deposits 1,671,887 2,893,239
-Depost from financial institutions-Remunerative - 4,000,000
«Depost from financial institutions-Non-Remunerative 381,900 -
Due to Hzad Office 8,572,209 5,120,008
Other liabilities 546,955 257 113
51,518,671 42411653
Net Assets 2,011,734 1,663,791
Represented By
Islamic Banking Fund 2,200,020 1,700,000
Unremitted loss {67,209) (228,135)
2,132,791 1,471,865
(Deficit) / Surplus on revaluation of investments {121,057} 91,926
2,011,734 1,663,791
21,1 Investments
Sukuk 22,623,721 15985704
Leasing Certificate 2,000,000 2,000,000
Provision against investments {130,807) {130,807}
24,492,914 17,854,897
21.2 Islamic financing and refatec assets
Murabaha
Financings 4,257,631 1,221,86%
Advance 7,041 3,011,394
Provisions {188,400) {188,400)
4,076,242 4,044,863
Diminish-ng Musharaka
Financings 9,225,424 5,137,063
Advance 7,765 291,592
Provisions (196) -
9,232,993 5,429,055
ljarah assets
Assets 500,195 307,253
Advance - 168,627
Provisions {3,394) (3,394)
496,801 472,486
Istasna
Advance 1,600,000 500,000
Wakala to | Istismaar 8,500,0C0 8.500.000
23,306,036 18,945,404
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PROFIT AND LOSS ACCOUNT

Piofit / Return earned on financings, investmenis and placements

Profit ! Return expensed on deposit
Net spread earned
Drect expenses other than return on deposils

Generat Provision against consumer financing
Profit after provision

Other income

Fee, commissicn and brokerage income
Piofit from dealing in foreign currencies
Cther income

Tetal other income

Other expenses

Administrative expenses

Loss hefore taxation
CASH FLOW STATEMENT

Cash Flow from Operating Activities
Lass for the period

Adjustments :

Dapreciation - Own assets

Depreciation - {jarah assets

General Provision against consumer financing

(Increase) / decrease in operating assets
Balance with other banks

Pue from Financial Institutions
Finangings and investments

Olher assets

Inzrease / (decrease) in operating liabilities
Bils payable

Deposits and other accounts

Barrowings from Head Office

Other liabilities

Net cash generated from operating activities

Cash flow from Investing activities
Investment in operating fixed assets
Net cash used in invesling activities

Cash flow from financing activities
Is amic banking fund

increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the period
Cash and cash equivalents at the end of the period

{Un-audited)
Nine Months
Ended

{Un-audited)
Nine Months

Ended

September 30, September 30,

2018

2017

wsnenns (RUPEES 1N "000°) vememeemm

2,364,655 1,533,584
{1.035,089) {685,693)
1,329,566 847,691
198,157) (52,033)
1,131,408 795,858
{1986) -
1431,213 795,858
178,745 176,144
17,037 249
30,525 18,011
226,307 192,404
1,357,520 968,262
(1,424,729}  (1,098,759)
{67,209 (110,457)
{67,209) {110,497)
60,571 51,886
198,110 51,116
195 -
258,877 103,002
191,668 (7,495)
3 785,549 2,531,388
- 7,687,313
(+1 408,938)|| (13,863,386)
+589,247) (345,114)
9 212,636)  (3,989,799)
51,879 582
5 313,186 (6,264,685)
3 680,246 10,454,599
289,842 62,025
9 335,153 4,252,531
314,185 255,237
+123,536) (103,140)
+123,538) (103,140)
500,000 -
690,649 152,087
3 019,664 2,678,218
3710,313 2,830,315




22. DATE OF AUTHORIZATION FOR ISSUE

The consolidated condensed interim financial statements were autherized for issue 2y the Board of Directors cf the Bank in their meeting
held on October 23, 2018.

23. GENERAL

23.1 Comparative information has been reclassified, rearranged or additionally incorporated in these corsolidated condensed interim financial
statements for the purpose of better presentation.

23.2 Figures have been rounded-off to the nearest thousand rupees unless otherwise stated.

President (A) and Director Director
Chairman

-
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