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NATIONAL BANK OF PAKISTAN

B are a leading commercial bank,

established on Movember 08, 1949 under the National
Bank of Pakistan Ordinance 1949. While we have been
entrusted to act as an agent to the State Bank of Pakistan;
over the years, we have redefined our role into a modem
growth-oriented commercial bank by expanding our
business network across continents and by capturing
large market share in the debt equity market, corporate
investment banking, retaill and consumer banking,
agriculture financing and treasury services in Pakistan.
We have international presence through our branches
and subsidiaries in the Far East, Middle East, South Asia,
Central Asia, Europe and North America.

Together, with our local and international subsidiaries, we
provide commercial banking services including corporate
loans, investment advisory, forex, global remittances,
undenwriting, asset management, agency services,
brokerage, leasing, Modaraba and such other banking &
financial services. We strive to promote financial inclusion
of the unbanked masses in the country, creating equal
employment opportunities, identifying & delivering our
responsibilities as a good corporate citizen.

Local & International
Subsidiaries & Joint Venture

Rated 'AAA’ by both PACRA
and JCR-VIS
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NATIONAL BANK OF PAKISTAN

CORPORATE INFORMATION

( Board of Directors A

Tariq Kirmani |  Farrakh Qayyum | Htikhar A. Allawala

kMuhammad Naeem | A. Akbar Sharifzada | Mir Balakh Sher Marri
J

President (oticiating)

Masood Karim Shaikh

Chief Financial Officer

Aamir Sattar

Company Secretary

S. M. Ali Zamin

Auditors

EY Ford Rhodes
Chartered Accountants

Grant Thornton Anjum Rahman
Chartered Accountants

Registered & Head Office

NEP Building
LI, Chundrigar Road,
Karachi, Pakistan

Legal Advisors

Mandviwalla & Zafar
Advocates & Legal Consultants

Registrar & Share
Registration Office

Central Depository Co. of Pakistan (CDC),
CDC House, 93-B, Block-B, S.M.C.H.5.,
Main Shara-e-Faisal, Karachl, Pakistan
LIAN: 111-111-500

Website

www.nbp.com.pk
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NATIONAL BANK OF PAKISTAN

VISION

To be a leading bank
for partnering in
financial growth
through innovation and
service

MISSION

To be a catalyst for economic
growth, serving the nation through
diversified product offering,
innovation, superior service
quality, universal banking
capabilities, multiple delivery
channels, investment in people
and processes and work

towards sustainable higher
returns for stakeholders
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NATIONAL BANK OF PAKISTAN

CORE VALUES

People - We will
continue to value
our people and will
reward
performance

Integrity - We will
not compromise
on integrity- zero

tolerance for
corruption and
believe in doing

Service - Our main the right thing

focus will be on
providing superior
service quality
through
diversification and
development

Excellence - We
will continue to

strive for
excellence in all
that we do

Respect - We
respect our
customers’

needs, beliefs
and values,

working towards
their benefit
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COLLABORATION WITH INMOWVATHON

MR. TARIQ KIRMANI

Soon after completing his Master's in Business Administra-
tion (MBA), Mr, Tariq Kirmani started his career with a
multinational oil company (Caltex - later Chevron Pakistan)
in 1969 and worked for 7 years in the United States (US),
United Arab Emirates (UAE) and Australia in different senior
management positions in marketing, operations and
finance. In 1991, Mr. Targ Kirmani became the first
Pakistani to be elected as a Director of the Company.

In April 1998, he joined Pakistan State Qil (FS0) as Deputy
Managing Director and went on to become the Managing
Director in July 2001, He turned around this public sector
crganization and corverted it info a customer-focused
entity, by giving it a new brand image and making it
profitable, while aggressively competing with multinational
companies like Shell, Chevron and TOTAL.

With PS0's successful tumaround and his 36 years of
multifaceted experience in the corporate sector, both
domestic and international, the Government of Pakistan
{GoP) appointed Mr, Tarig Kirmani as Chairman & CEO,
Pakistan International Airlines (PIA) in April 2005. He
served PIA for 2 years, during which he introduced custom-
er focus, identified and initiated implementation of programs
in three key areas for improvement; (a) Aircraft Fleet Renew-
al, (b) Employes Rationalization, (¢) Systemns and Process-
es through implementation of IT and Enterprise Resource
Planning (ERP).

Mr, Tarig Kirmani has previously served on a number of
Boards of multinational and public sector companies which
includes Pakistan Refinery Limited (PRL), Pakistan
Telecommunications Limited (PTCL), Pakistan Private
Infrastructure Board (PPIB) and Board of Governors at
LUMS, Lahore.

Currently, he is also serving as the Chairman of UBL Fund
Managers, Mational Academy of Performing Arts (MAPA),
Greenstar Social Marketing (GSM) and Punjab Energy
Holding Company. He is also serving as Director on the
Board of Professional Education Foundation (PEF) and
Family Education Services Foundation (FESF). Due to his
personal efforts, PSO and PIA became members of the
Word Economic Forum, Davos, Switzedand and the World
Business Council for Sustainable Development, Geneva,
Switzerland.

Bl ooal REPORT 2016

MR. FARRAKH QAYYUM

Mr. Farrakh Qayyum was appointed as Director of National
Bank of Pakistan by the Government of Pakistan with affect
from 9th September, 2013,

Mr. Farrakh Qayyum retired as Secretary to the Govern-
ment of Pakistan, He served as Secretary Economic Affairs
Division, Finance, Petroleum and Matural Resources,
Telecommunications and Information Technology, Privatiza-
lion and Science & Technology. Mr. Qayyum has extensive
experience in policy and strategy formation and implementa-
tion, institutional development, economic and financial
evaluation, in managing multi-disciplinary teams for
financial and development projects, and in working closaly
with commercial banks and multilateral and bilateral donor
agencies. Mr. Qayyum has played an instrumental role in
the Government's financial sector and telecommunications
sector reforms, and successful privatization of PTCL and
some other financial institutions.

Mr. Qayyum holds a Master's Degree in Economics with a
major in International Trade and Finance from the Universi-
ty of San Francisco, USA, He has raceived certifications
from the Kennedy School of Government, Harvard Universi-
ty, the Overseas Economic Cooperation Fund and several
other prestigious organizations.

He has represented Pakistan as Alternate Governor World
Bank and Asian Development Bank in their annual
meetings. He also served as Executive Director on the
Board of Islamic Development Bank, He also represented
the Government on the Boards of Directors of State Bank of
Pakistan and PIA. He has alsoc been on the Boards of
Directors of Allied Bank Limited, Pak China Investment
Company Limited and PAIR Investment Company Limited.
He is currently a member of the Economic Advisory Commit=
tee, constituted by the Ministry of Finance.

Mr. Qayyum is, presently, the Chief Executive Officer of GEI
Pakistan Pvt, Ltd,, a subsidiary of Global Energy Holdings
Group, focused on delivering affordable and clean energy,
water and power solutions to developing countries.



MR. IFTIKHAR A. ALLAWALA

Mr. Mtikhar A. Alawala has over 40 years' experience in
Management & Finance, After gualifying for an MBA
{Mastar's of Business Administration) from |BA Karachi, he
joined Citibank Pakistan, Within less than three years’ of
association with Citibank, he was promoted to Country
Manager (Operations).

Later, he joined Speciality Printers Pvi. Ltd. Karachi (manu-
facturers ol specialized flexible packaging malerials) as a
Director. Mr. Alawala has also served as Non-Executive
Director on the Boards of various entities including:

Director, United Bank Ltd.

Chairman, Audit Committes - UBL.
Member, Board of Governors - IBA.
Member, Audit & Finance Committee - |BA,

Chairman, The Sri Lanka - Pakistan
Business Council.

Director, State Bank of Pakistan (SBP),
Member, Monetary Policy Committes = SBP.

NATIONAL BANK OF PAKISTAN

MR. MUHAMMAD NAEEM

Mr. Muhammad Maeem is a Chartered Accountant by
profession. He got his colege education from F.C.
College and Hailey College of Commerce in Lahore,
He did his MBA from IBA, Karachi in 1964. He
became a Chartered Accountant in 1967 after serving
his Articleship with A.F. Ferguson & Co. in Karachi.
He gualified as a CPA from the State of California
(USA).

He has been an Executive Committee member and
President of the Lahore Tax Bar Association. He has
been a Council member and Vice President of the
Institute of Chartered Accountants of Pakistan,

He has served as Executive Committee member and
Vice President of Lahore Chamber of Commerce &
Industry. He has also served as Honorary Treasurer
of the Pakistan Cricket Board.

He is also Director on the Board of Pakistan Stock
Exchange and National Refinery Limited.

annuaL reeorT 206 | [ ETEN



COLLABORATION WITH INMOWVATHON

MR. A. AKBAR SHARIFZADA

Mr. A. Akbar Sharifzada was nominated as Director on the
Board of Mational Bank of Pakistan by the Government of
Pakistan on Movember 17, 2015, He has a 27 years Civil
Sarvice caraer in the Government of Pakistan and has
reamained posted in differant ministries, gaining wide-rang-
ing policy making and administrative experience. Presently
he is an Additional Finance Secretary in the Ministry of
Finance, Islamabad. He holds Master's degrees in English
Literature and Economics. He also attended a number of
courses [ workshops / seminars within the country and
abroad,

Mr. Sharifzada has been Director on the Board of Pakistan
Security Printing Corporation, PAIR Investment Company
Limited, House Building Finance Corporation and Allied
Bank Limited.

ISR ovuaL RERPORT 2016

MIR BALAKH SHER MARRI

Mir Balakh Sher Marri comes from the noble Marri family of
District Kohlu, Balochistan, The brave family is well known
for their meritorious sarvices rendered for the uplift and
wal-being of the downirodden masses in the locality, as
wel as the overall good of the country in general and the
Balochistan province in particular. Mr. Balakh Sher belongs
to the prestigious Marrl tribe of Pakistan and Is the Chief of
the renowned Pawdi Marri tribe.

Mir Balakh Sher Marri is presently Financial Advisor to M/s
Bolan Security (Pvt) Ltd; M/s Surveilance Security
Solutions and M/s Index Pakistan (Pvt,) Ltd. He is also
Technical Advisor fo Mis SFM Hasni Traders & Industrias
(Pwvi.) Ltd. Pakistan.

Mr. Marri’s schooling was from Altchison College, Lahore.
He is a law graduate and also holds a Master's Degree from
University of Balochistan. He was a Minister and held the
portfolic of Local Government, Rural Development and
Women Development, Government of Balochistan from
1996-1997, He also attended Corporate Governance
Leadership Skil Program and Finance for Non<finance
Directors and Senior Management Program from PICG.



SENIOR MANAGEMENT

Masood Karim Shaikh
President (Officiating)

Nausherwan Adil

SEVP & Group Chief
Operations Group

Tariq Jamali

SEVP & Group Chief
Assets Recovery Group

Aamir Sattar
SEVP & Chief Financial Officer

Zahid Mahmood Chaudhry
SEVP & Group Chief

Human Resources Management Group

Risha Ameen Mohyeddin

SEVP & Group Chief
Treasury & Capital Markets Group

Syed Jamal Baquar

SEVP & Group Chief
Corporate Banking Group

Abdul Wahid Sethi

SEVP & Group Chief
Audit & Inspection Group

S. H. Irtiza Kazmi

EVF & Head,

Global Home Remittance
Management Group

Ovais Asad Khan

EVP & Head
Strategic Marketing Division

S.M. Ali Zamin
EVP & Company Secretary

NATIONAL BANK OF PAKISTAN

Wajahat A. Baqai

SEVP & Head
Credit Management Group

Sultana Naheed

SEVP & Group Chief
Risk Management Group

Mudassir H. Khan

SEVP & Group Chief
Commercial Retail Banking Group

Muhammad Faraz Haider

SEVP & Group Chief
Compliance Group

Shahid Saeed
SEVP & Chief Information Officer

Rehmat Ali Hasnie

SEVP & Group Chief
Investmant Banking Group

Khawaja M. Aminul Azam

EVF & Head
Islamic Banking Group

Shahid Igbal Dar

EVP & Head
Logistics Support Group

Aamir Zareef Khan

EVP & Head
Legal Division

Mirza Babur Baig
EVP & PSO to the President
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SHARIAH BOARD PROFILE

Mufti Ensan Waquar Ahmad is the Chairman, Shariah Board at NBP-Aitemaad, and is among the few scholars who
possess a unique combination of religious and contemporary education. He graduated as a Mufti, achieving Master's
in Traditional Islamic Studies and specializing in Islamic Jurisprudence from Pakistan's renowned Islamic School,
Jamia-tur-Rasheed. Later he accomplished Master's in Economics from KU and Master's in Business Administration
with majors in Finance from loBM. This unigue blend of educational combination gives him an edge to understand,
correlate and align modemn day banking practices with Shariah principles, Besides this, he is also Chairman
Shariah Board at Allied Bank Limited and Soneri Bank Limited. He is also serving as Shariah Advisor [ Member
Shariah Board at NAFA, NBP Modaraba, AGICO, KSE and KPCCI Peshawar. Prior to this, he has served Islamic
Financial Industry with institutions like ESSAC, Emirates Global Islamic Bank now Albaraka Bank Pakistan, UBL
and Yasaar Ltd., UAE & UK.

Mufti Ehsan is also a member of the Technical Committee for Developing Accounting & Auditing Standard for Islamic
Financial Institution at Institute of Chartered Accountants of Pakistan (ICAP). He has actively worked with SBP and
was nominated to several sub-committees formed by the SBP Shariah Board for Islamic Banking matters in Pakistan.
Mufti Ehsan conducts courses of Classical Jurisprudence, Islamic Finance and Risk Management at Traditional
Islamic Universities (Jamia-tur-Rasheed) and Modern Business Schools (loBM), He frequently contributes in different
international and local periodicals and appears as an industry expert on local TV channels.

Dr. Mufti Khalil Aazami is the Shariah Board Member at NBP-Aitemaad, Dr, Aazami graduated from Jamia Darul Uloom,
Karachi. He obtained Shahadat-ulAalamia (Masters in Arabic and lslamic Studies) and Al-Takhas-us-fi-allftaa’
(Specialisation in Islamic Jurisprudence and Fatwa) from Jamia Darul Uloom, Karachi and holds a Doclorate degree
in ‘lslamic Jurisprudence’ from Karachi University,

He has also served as an Advisor/Shari'ah Board Member in different financial institutions including Bank-Alfalah,
Takaful Pakistan Limited (2005-2014) and Alfalah GHP Islamic Fund (2007-2014).

Dr. Aazami has 18 years of research experience related to Islamic Finance and other Shari'ah related subjects, He is
an author of numerous publications. He is also an experienced lecturer and trainer in the field of Islamic Finance,
Economics, Figh, Islamic Financial Laws and General Islamic Science. He is involved as Faculty member, — Jamia
Darul Uoom, Karachi since 1993 and has been associated with the Centre For lslamic Economics, Karachi, National
Institute of Banking and Finance — SBP and Sheikh Zaid Islamic Research Centre — University of Karachi.

Mufti Muhammad Imran is resident of Shariah Board Member of NBP. He is working with NBP since May 2016, is a
qualified Shariah Scholar and experienced Islamic banker with knowledge of Islamic banking & finance. His
educational qualification include Takhas-us-fikFigh, MIBF & PGD (lslamic Banking & Finance) and M.A (Islamic
Studies) and has been associated with different research, fatwa and educational institutions since 2003 and he has
over 6 years of banking, Islamic Banking Trainings, Shariah Compliance, review & product development experience.
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CELEBRATING 10 YEARS OF
THE NATION'S AITEMAAD

NBP-Aitemaad introduced excellence in Islamic banking a decade ago.
As we celebrate the trust you have put in us, we extend our sincerest
gratitude to all our valued customers for taking us to the top.

DISTINCT FEATURES OF NEBP-AITEMAAD

Free Online Banking | Shariah Helpline for customer facilitation
Network of branches in more than 65 cities across Pakistan

Fay
—_[Enep |
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THROUGH THE YEAR 2016

Reduction in NPL

We achieved a PKR 7.8
billion reduction in NPL.

Our lslamic

World's Highest ATM

Fallowing the CPEC
route, NBF reaches new
heights of excellence
with the world's highest
ATM running on green
energy at Khunjerab
Fass.

Islamic Banking

Banking Network now stands increased

fo 118 branches with 260% YoY growth in Assels,
taking the total lo PKR 36 billion.

Trade Finance Processing
Cenire

Established a Trade
Factory to provide smooth
one-window solution to our
customers in executing
their trade finance
transactions.

-~ B el
INCLUSION

IR oua RERORT 2018

Financial Inclusion

Disbursed finance to
mare than 700,000
individuals under
various G2P schemes.

Making a History to
Ourselves

We recorded a PKR
22.75 billion after-tax
profit; Highest ever in
history of the Bank.

Leading the Biggest Ever Transaction

Lead PKR 100bn landmark syndicate Sukuk
financing for Neelum Jhelum Hydropower
Project with NBP financing being 35%.

The fund is Pakistan's biggest for a public
sector entity.

Partnering Financial
Growth

PMYBL loans increased
to more than 17,000
individuals.

Innovatlon & Renovation

We opened 45 new branches, taking the total to
1,448. Large number of Branches were renovated
during the year.

We installed 300 solar powered ATMs, issued 360
thousand new ATM cards & introduced Prepaid Card

Shareholders' Value

Shareholders' Value
increased through
dividend pay-out of PKR
18 biflion, and 27.:3%
growth in share
valuation.



NATIONAL BANK OF PAKISTAN

OUR BUSINESS, OBJECTIVES & STRATEGY

QOur Business

Together, with our local and forelgn subsidiaries, we provide
commercial banking services including loans to all types of
borrowers, asset management, leasing, forex, Modarabah,
glkbal remittances, underwriting, broking, agency,
investment advisory and such other services.

Key streams of our income include net mark-up income
generated through commercial loans under both
conventional and Islamic mode of financing, This is the
residue from the mark-up income generated through lending
to individual, commercial and corporate borrowers and the
cost we bear on the deposits placed by the customers,
borrowings and other debt obligations. We earn non mark-up
income by way of fees for the financial services and other
products we provide to our customers as well as the income
generated through investment, dividend income, gains on
equity investment, income through dealing in foreign
exchange, government securities, ete. We also eamn through
strategic investment in other entities as wel as investment in
subsidiaries and associates.

We function in a highly competitive and regulated, but one of
the most promising market environment that offers significant
growth opportunities, By virtue of our strong branding, capital
adequacy and other strengths, our aim is to capitalise the
market opportunities for sustainable maximisation of
shareholders value.

Our Core Objectives & Strategy

+ Qur strategy revolves around our ultimate target of
becoming a leading bank in partnering financial growth
through innovation and service

+ With a premium share of financial market, NBF is better
placed to strengthen its leading position as a provider of
comprehensive and sustainable avenues fto its
customers to meet their rising credit & non-credit
financial requirements

+ The bank will continue to focus on all dimensions of its
core business and expand inlo other value-adding
related business segments particulady the nonsfund
based financial services

+ The bank's ambitious programme of expanding its
market footprint shall continue both in domestic as well
as international markets

+ Adapting with the alternative delivery channels and
using innovative technologies for fast track growth, new
products and services shall be added regulary to our
product universe, This will play an important role in
making the bank the preferred partner for large
corporates as wel as retail customers

+ The bank shall remain dedicated towards promoting
financial inclusion of unbanked masses in the country
through all available strategic avenues, with particular
focus on partnership opportunities in  government
initiated businesses

+ The bank places greater emphasis on investing in
people to build an efficient work force which is vital for a
sustainable growth. The bank will continue to focus on
its people through training & development by providing
excelent work place environment, equal growth
opportunities and market competitive remuneration &
reward mechanism

+ The bank, as a caring corparate citizen, shall continue
to promote social development of the communities
where it operates. The bank shall continue its
endeavours by extending financial and in-kind
contribution towards improving health, education,
sports and environment across the country

= The bank shall remain committed to improve business
retums, attain sustainable growth with a focus on
integrated value creation, adding innovative solutions
and ensuring quality & integrity as an integral part of its
operations

Our Footprint

We have an unparalleled and one of the largest branch
network amongst Pakistani banks and operating all around
the country including the most remote areas where no other
bank operates. We are expanding ocur neiwork of both
conventional and Islamic banking branches. The recant rise
of urbanisation and middle class, rapid technological shift
and increasing local & global business connectivity are all
driving our footprint growth., Our business operations are
based on a geographically diversified, composite, integrated
& cohesive structure whereby the banking and non-banking
financial & related services are typically provided by the Bank
through its domestic and international branches, subsidiaries
and associates.

Banking Business Mon=Banking Financial Services

* Pakistan * Leasing

- South Asia & Far East| |- Modaraba

* Middle East + Foreign Exchange
« Central Asia + Asset Management
« Morth America

Qur strategy; strong capital base, brand synonymous and
market outreach in both domestic and international market
enable us to benefit from the emerging business & growth
opportunities as we focus on providing unmatched business
facilities to our customers. We are circumspect and realistic
about the market challenges, and appreciate that a proactive
strategy will execute our strategic plans as desired thus
generating greater value for our shareholders and other
stakeholders.
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Our Aspirations

Our aspirations come from our extensive market outreach, strong capital base, optimally diversified and strong balance sheet,
customer loyalty and an ambitious team. We significantly share government/public sector business, by providing platform for
lending programs in rural areas. We are the only bank rated 'AAA" by both the recognised credit rating agencies in Pakistan.
We aim to be the bast and most innovative bank in Pakistan meeting all business needs of all segments of economy and
rapidly growing SME sectors, Islamic banking, global home remittances and cash management.

Qur Priorities

We are confident of our aspirations and solid foundations, which will steer us through the challenges faced by the banking
industry and we will efficiently achieve our core objectives and priorities. As the bank is moving forward through restoring its
fundamental strengths, we have defined interconnacted and mutually composite strategies for the years ahead. Qur priorities
our synchronised with our strategy for capitalising other opportunities offered by the market, and set a solid path for us to
deliver our strategy towards capitalising the value addition opportunities offered by the market.

The Way Forward

Based on our strengths and ambitions, we have recently devised a strategic plan which is set to drive the bank to become
more focused and technologically advanced organisation with more integrated & synergetic business processes.

+ Transform organizational culture for professional attitude, behaviour and values
* Re-angineer businass processas with new products and services

: « Capture greater market share in financing, trade business, remittances and cash
Processing management business

+ Improve service gquality & distribution channels

Business

+ Improve loan book quality to prevent Non-Perfarming Loans (NPL)

« Improve risk management function for effective risk identification and prevention
Strangthan the « Rehabilitation & recovery of existing NPL

Fundamentals - Better expense management controls

- Sftrengthen the intermal controls

« Modemnise HR system and policies in line with best market practices

+  Market penetration & capitalising on cross=sell potential

+ Mew product & market development andfor modification of existing products
« Revamp of Islamic & International banking

+ Image building through effective promotion and focused advertising

Trade Finance Processing Cendre - South

IEE] | oAl REPORT 2016




NATIONAL BANK OF PAKISTAN

QOur Product Universe

We proactively identify our customers and their banking requirements, which are broadly categorised into four basic
categories. Our diversified and comprehensive products and services package caters all credit and non-credit financial
requirements across the customer and client spectrum. Individuals can benefit from a large array of our products i.e safe place
to deposit their savings, government employeess can obtain financing against their salary, can obtain morigage finance as a
first step towards building a home or can benefit from our home remiltance service 1o receive cross=border funds from their
family members abroad. For businesses, NBP is all there to help entrepreneurs launch a start-up, fund their balance sheet
growth, manage payments timely & securely, expand internationally, manage financial risks effectively, and deal with
thousands of business counterparts globally through our branches and representative offices.

Current and Saving Deposits
| Access to global trade and exchange markets
Dwoslts’ Global Home Remittance
Cash Management
Bancassurance
Locker & Safe
Deposits
Housing SME
Finance Financing
. Agri. Loans Commercial Business Loans
Finance for Advance Salal Working Capital and Project Finance
Personal needs el v — n: o e
and Business oans rade Finance
Growth Capital markets
Syndicate finance and capital advisory
Forex trade, Fixed income, Exchange rate hedging,
Foreign bill discounting,
Financial and Finance under Merger & Acquisitions, Balance Sheet
Business Support G2P and P2G Restructuring

Value Creation

Our product universe generates value for the shareholders and a broad range of other stakeholders:

Solution for Customers Value for our People For Shareholders Value for Society

Retail products - Job Satisfaction Income = Job Creation
Transaction Banking = Remuneration Profits = Support & Donations
Corporate Finance - Retirement Benafits Dividend - Fartnering economic
Financial Markets & Capital Gains upbringing

Advisory

annuaL reeorT 20 | [N
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Qur Operating Structure

The bank has developed a diversified and a customer focused delivery system to provide financial services to individuals,
small & medium enterprises as wel as large corporate and public sector clients. We have organised a dedicated business
function for each type of clientele. Our various centralised functions at Head Office level provide support to the business
groups in smooth execution of their business activities, Our Head Office control funclions provide a supervisory and
governance role through policy making and monitaring.

Business Functions

Commercial &
Retail

Islamic
Banking

Home
Remittances

Assets

Corporate
Recovery

Investment
Banking

International
Banking

Treasury &
Banking

Forex

Support & Control Functions

Operations & Logistics | Information Technology | Financial Control Human Resource

Support & Control Functions

Risk Managemant | Credit Management | Logistics Support Legal

Support & Control Functions

Corporate Secretary (BoD) | Compliance | Internal Audit & Inspection

The business functions are primarily respansible for making business plans & strategies for their respective business domain
and ensuring that it is coherent with the overall business strategy of the Bank. Each group defines and delivers the customer
proposition and is accountable for end-to-end customer processes and products,

Support and control functions define strategy to support the business functions in achieving their business goals. The control
functions extend their expertisa in developing policy framework that sets route for the business groups.

Our Code of Conduct

Qur Code of Conduct sets the minimum standards that we unconditionally commit to our Bank so as to create an environment
desired for achieving our strategic goals. Key pillars of Code of Conduct are as follows:

Ho nest.y & E.omplian ce Respect Confidentiality Managing Conflict Hespgct the
Integrity with the Law For AN of Interest Organisation
All our decision and We shall always W shall always We shall continue 1o Th sole trigger of all Wi respect our
actions shall continue | continue o comply in extend maximum appreciate and honour | our decisions and Organisation through
to e, and asem o be, | letter & apirit with reapact, kindneas and | the trust bestowed actiona shall be 1o edherance io ks
driven by the utmost laws, rules & fairnass to all our upon us by our contribute towards Erye=Laws, rulles, policias
leval of honesty, regulations of cusiomers, customens and sucoass of the bank, and procadures, and by
Integrity and faimess Palkistan and the colleagues, apphcants | counterparts in regard enhance fs reputation resmaining comimitied o
by exacuting right countries where we for employment, to their personal and and to foster its client safeguard Assats,
things in a right way. hewe astablishad our wandors and business information ralationship, Reputation and
business. counberparties, that we possess, Rndations of the Bank,
‘We shall always be Our adherence o the ‘We shall not allow or ‘Wiz all zign a We manage our 'We acknowladge our
committad to maintain | lews shall always be tolarate any 'Declaration of parsonal, financial and responsibility as a
an enviranmaent that evident in all our discrimination among Confidentiality’ to act as | business alfairs in a “Whisthe Blower' o
leads 1o achieve the oparations, our stakeholders, both | a trustworthy holder of manner thal ensures saleguard inferest of our
highest deaired level transactions and within and outside the information and to use avoldance, or even Siaksholdars by avolding
of honesty & intagrity. activities wharaver onganisation. it only for ntendad appearanca, of any things taking place ina
thosa take place. besiness purposes. conflict of interast, wrong direction.
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NATIONAL BANK OF PAKISTAN

Customer Service Quality

Our market share, financial results and the acclaim we receive at local and international forums are reminiscent of the
continuous resolve & success towards transformation. However, in the fiercely competitive market, we are striving to develop
a customer-driven Sales & Service Culture. Our Board is also keen in observing a visible change in Service Quality Standards
at NBP. A separate function of Service Quality at NBP has been introduced with the sole aim & objective to reinvigorate the
sales & service culture and change-over from customer satisfaction to Custamer Delight.

Our team, with its vast experience of Service Quality in the financial services industry, has strategized various initiatives to be
implemented at MBP in phases to ensure smooth transition towards Customer Delight, Our plans to achieve Customer Delight
include employee training, improving business processes and workplace environment, and placement of service quality
officers.

Investor Relations

Maximising shareholders' value is on top of our mission. We aspire to further strengthen our corporate image and instil
investors’ confidence in NBP by implementing businessdike approach for the communication of material financial information
to the shareholders and other stakeholders, We are determined to resolve our shareholders’ concems, and to discharge our
obligation of providing material information about the financial position & performance of the Bank, its subsidiaries, joint
vantura and associates within statutory timelines,

Through this function the Bank strives to minimise investment risks, providing an effective avenue to express and resolve
concerms of the stakeholders for developing a sustainable relationship.

—
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COLLABORATION WITH INMOVATION

STRATEGIES TRANSLATING INTO NUMBERS

37’1 41 12% Up (1434 Down 2?95?

nwup 46,943

Net Mark-up /

Interest Income
{Fs. In Million]
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STRATEGIES TRANSLATING INTO NUMBERS

1,975,706 16%up awup 781,476

NATIONAL BANK OF PAKISTAN

1,657,312
1,431,03F

Deposits

R In Million)

animpoved  92%

Return On
Equity -
After Tax
%
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COLLABORATION WITH INMOVATION

FINANCIAL POSITION & PERFORMANCE 2016 - GRAPHICAL VIEW

Balance Sheet Structure Net Assets Represented by

{Rs. in Bilion)

@ Total Azsets O Liabilities @ Net Assels @ Share Capital ® Reserves
9 Unappropriated Profit @ Surplus on revalluation of assets

Income & Expenses Non mark=up/Interest Income

(Rs. in Billion)

@ Total mark-upfinterest earned B Mon mark-upfinterest income @ Fee, Comm, Brokerage 0 Dividend Income O Income From

: Dealling in F.C
Mark nterest expense J Operating Expen
v uph = = ® Capital Gains @ Other Income
@ Provisions @ Income Tax
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NATIONAL BANK OF PAKISTAN

FINANCIAL POSITION & PERFORMANCE 2016 - GRAPHICAL VIEW

Gross Advances: by Region

Administrative Expenses

@ In Pakistan @ Outside Pakistan

@ Stafl Cost ¥ Rent, Taxes & Utilities
® Repair & Malntenance @ Security & Outsourced
@ Others

Investment: by category

¥ Federal Government Securities B Fully Paid up Ordinary Shares
& Mutual Funds

@ Forelgn Government Securities @ Debt Securities
& Others representad by
® Foreign Currency Debt Securities @ Preference Shares
@ Investments in Joint Ventures

Deposit: by category

Rs. 1,657,312 Mn

® Fixed Deposit @ Saving Deposit @ Current-Remunerative &
Non Remunerative
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COLLABORATION WITH INMOVATION

FINANCIAL HIGHLIGHTS

Rs. in milllon
| 2011 ] 2012 | 2013 | 2014 § 2015 ] 2016
Total Assets 1,149,578 1,308,528 1,364,926 1,543,054 1,706,361 1,975,706
Deposits 227421 1,036,739 1,101,138 1,233,525 1,431,036 1,657,312
Advances = net 525046 654,690 615,420 626,704 578122 667,389
Investment - net 318,531 343,538 347,959 561,764 829,246 BT 131
Capital & Reserves 126,934 138,981 156,287 178,329 168,351 176,733
Capital Adequacy Ratios 16.10% 15.50%: 15.24% 17.39% 17.58% 16.54%
Pre=Tax Profit 26,011 21,378 7.078 22,001 33,216 Tl
After-Tax Profit 17,605 14,941 5,500 15,028 19,219 22,752
Earnings Per Share (Rs.) 8.27 7.02 2.59 7.06 9.03 10.69
Break up Value per Share (Rs,) 62 66 73 84 79 a3
Number of Branches 1300 1306 1365 1377 1424 1469
Number of Employees 16,924 16,921 16,619 16,190 15,548 15,793
Financial Performance (Rs. in Billion) Key Balance Sheet tems (Rs. in Billion)
W e | s
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L 50
- Ll l Lo oy W
1]
o w3 - 5T =1
| 2 o
w- 200
0 1}
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NATIONAL BANK OF PAKISTAN

A GLIMPSE OF QUARTERLY POSITION & PERFORMANCE

Assets Deposits Mark-up f return [ interest earned
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COLLABORATION WITH INMOVATION

Pre-tax Profit
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Rs. in Billion

6 YEARS’ FINANCIAL HIGHLIGHTS

After-Tax Profit
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NATIONAL BANK OF PAKISTAN

6 YEARS' FINANCIAL HIGHLIGHTS

Total Assets Deposits
B
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COLLABORATION WITH INMOVATION

CONCENTRATION OF ADVANCES AND CONTINGENCIES & COMMITMENTS

2016 Yo¥ 2016 Yo¥
Catego
ry m cha"ge {‘}:.] m change :qlllu]

Energy 193,266 125,086 55% 175,233 120,538 45%:
Individuals 132,585 127,275 4% 3,020 4,633 (35%:)
Textile 81,280 62,004 31% 9,071 7,061 28%
Transportation 61,306 63,581 (3%) 35,233 23622 49%,
Metal products 56,451 55,645 1% 2,588 1,061 1445,
Agriculture 45,364 50,647 (10%) 25 502 (95%)
Sugar 27,734 21,968 26% 2] 4 1466%
General traders 26,376 25,457 4% 1,115 363 207%
Fertilizer 14,384 15,909 (10%) 2,589 4,951 (48%)
Rice processing 14,322 13,818 A%, - - -
Real estate construction 8,105 8,481 T 7,185 3,694 25%
Cament 8,623 8,295 4% 3,974 8,046 (519)
Hotel and services 8,302 6,706 24% 6,573 4928 33%
Electronics and electrical applances 4,400 6,229 (29%%) 3,200 2241 43%
Financial 3,086 4,429 (10%) 11,188 7,009 B0%
Automobile and transportation equipment 3,508 2,532 9% 2,448 2,284 7%
Chemical and pharmaceuticals 3,118 3,360 {796) 10,465 6,822 53%
Flour 2,785 2,628 6% - - -
Others 87,792 {4%%) 198,915 164,629 21

84,480 %
781,476 691,852 472,900 362,389

) Energy 193,266
Indlv. 132,505

® Textife 81,280

® Transp, 81,306

@ Motal prod,_ 56,451

B Agrl 45,364
@ Sugar 37,734
Gross Advances - 2016 N mmzm
@ Rice proo, 14,322
Rs. 781,476 Mn » Resl Est. 8,105
@ Cement 8,623
¥ Hotel & ser, 8,302
@ BElecironic. 4,400
@ Financial 3,586
& Automabille 3,508
Pharma & chem, 3,118
@ Flour 2,785
B Others 84,480
¥ Energy 175233
Indiv, 3,020
¥ Textile 9,071
# Transp, 38,233
& Matal prod, 2,588
& Agri.25
@ Sugar 69
Gan, traders 1,115 c’unﬁ ies a
¥ Fart, 2,589 I'Irgﬂﬂl:
Rice proe, =
® Rea Eet. 7185 Rs. 472,900 Mn Commitments = 2016

& Cement 3,674
B Hotel & sar. 8,573

® Eleciranic, 3,200

& Financial 11,198

® Automaobile 2,448
Pharma & cham, 10,485

® Flour=-

& Others 158,515
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NATIONAL BANK OF PAKISTAN

CONCENTRATION OF DEPOSITS

Category 2016 YoY
PKR 'Mn Change (%)

Energy 148,577 100,788 4T%
Individuals 540,133 491,575 10%
Textile 3,422 3,339 2%

Transpaortation 884 2,059 (57%)
Metal products 2,139 3,610 (41%)
Agriculture 38,941 33,524 16%
Sugar 607 198 207%
General traders 58,937 42 357 42%
Fertilizer 2513 2,666 (6%)
Rice processing 861 1,368 (37%)
Real estate construction 5,696 6,600 (14%)
Cemant BE0 1,625 (47%)
Hotel and services 167,083 158,088 6%

Electronics and electrical appliances 703 1,524 (54%)
Financial 202,737 204,617 (1%}
Automobile and transportation equipment 4,503 5135 (11%)
Chemical and pharmaceuticals 492 731 (33%)
Flour 168 508 (67%)
Others 476,961 370,726 2%%

o T

y

Rs. 1,657,312 Mn $ Por 4413

SUMMARY OF INVESTMENTS BY SEGMENT

' Erwrgy 148,577
Indiv. 540,139

B Taxiile 3422

# Transp.B884

i Nt prod, 2,139

» Agrl 38541

@ Sugar &7

Deposits - 2016

@ Financial 202,737

& Aubemobile 4,593
Pharma & chom. 492

& FAour 188

i Othors 475,861

Rs. in million
Federal Government Securities 741,136 706,955
Foreign Government Securities 25,626 21,384
Fully Paid up Ordinary Shares & Mutual Funds 26,315 25615
Debt Securities 58,727 36,173
Praferance Shares 634 Ba7
Joint Ventures Securities 11,132 12,021
Total Investments at Cost B63,570 802,995
Provision for diminution in value of investments (17.405) (19,432)
Investments (cost net of provisions) B46,165 783,563
Unrealized gain / (loss) on revaluation of HFT securities (67) 6
Surplus on revaluation of avalable-for-sale securities 51,033 45,678
Total investments = at carrying value
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COLLABORATION WITH INMOVATION

STATEMENT OF VALUE ADDED

Rs. in million
Mark-up / Interest Income 114,403 113,662
Mon Mark-up / Interest Income 29,967 34,983
Operating Expensas (Exc. Staff cost,
Depreciation, Amortisation) (12.970) (11,774)

Total Value Generated 136,871

Distbution of Value Generated N B
To Depositors as profit 59,578 45.4% 59,841 43.8%
To Providers of Capital:

As dividend for the Year 15,956 12.2% 15,956 1.7%
To Employees:

Remuneration 26,514 20.2% 24 056 17.6%

As defined Banefit plans 4916 3.7% 4,367
To Society:

Donations & CSR 54 0.0% 59 0.0%
To Government:

Income Tax 14,389 11.0% 13,997 10.2%
To Expansion & Sustainability:

Depreaciation 1,958 1.6% 1,301 1.0%

Amortization 739 06% B34 0.5%
Value Retained 7,193 5.5% 16,560 121%

18,485 13.5%

5,992 7.6%
|___56%]

DISTRIBUTION OF VALUE GENERATED

Rs, 131,399 Mn

Rs. in Million

¥ Depositors @ To Providers of Capital

@ To Employees ® To Government
@ To Expansion & Sustainability ' To Society
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NATIONAL BANK OF PAKISTAN

VALUE ADDITION TO SOCIETY

Rs. in million

e v T IR

Relief & Rehabilitation 3.50 E | Relief & Rehabilitation
Education 26.60 3542 H ¥ Education

Food & Shelter 3.50 367 F J ooa t Shetter

Social Welfare 435 0.55

Total EN

Indicator mmmmmm

Net Operating Margin 22.1% 19.7% 21.7%
Asset Utilisation B.I:raa 5.5% ma% 5.2% 5.5% aus%
Return on Assets 1.61% 1.22% 0.41% 1.03% 1.18% 1.24%
ROE 16.43% 13.88% 5.35% 14.23% 16.98% 19.28%
Leverage Ratio / Equity Multiplier 10,21 1142 13,01 13,77 14,35 15,46
DuPont Analysis
ne ] Has
266%
50 |
| 1% 0% -
20.0% 19.7% 1
1EAH
15 | 14.2%
13.9%
nes 5%
54%
oo -
s
mn mz ma n HE 2018

' Net Operating Margin @ ROE @ Asset Utilisation

- Met operating margins of the Bank have improved by 5.2% from 2015 which is highest in last 5 years. Improvement in
the net operating margin is mainly attributed to betler spreads.

- Asset Use Efficiency has dropped lo 4.6% from 5.5% in 2015. This was due to general drop in loan pricing and maturity
of high yield investments.

= Improvement in equity multiplier is in line with the 16% growth in deposits achieved by the bank during the year,
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COLLABORATION WITH INMOVATION

Rs. in Million
Financial Position
Cash and balances with treasury and other banks 131,676 158,333 157,930 a7.972 150,900 159,836
Balances with other banks 27,582 an,2zz 17,458 12,108 20,128 13,828
Lending to financial institutions 44 380 8,273 51,939 111,789 7,695 121,709
Investments - nat 319,531 343,538 397,959 561,764 829,245 897,131
Advances - nat 525,046 654,690 615,420 626,704 578,122 BE7,389
Operaling Fixed assets 27 454 27,850 ag o2 31,796 3,706 az.90
Deferred tax assets - net 7,835 9,848 10,955 9,878 9,668 5,136
Other assets 65,973 76,675 80,564 91,045 78,895 7707
Total Assets 1,149,576 [l 1,309,528 1,543,054 il 1,706,361 [l 1,975,706 |
Liabilities
Bills payable 8,105 14,368 13,8085 11,012 9,172 10,187
Borrowings 26,372 51,297 22,239 37,54 21,911 44 864
Deposits and ather accounts 927421 1,036,739 1,101,139 1,233,525 1,431,037 1,657,312
Sub-ordinated loans - - - - - -
Liabiliies against assats subject to Finance Lease 76 30 24 13 36 26
Deferred tax liabilities - - = o - -
Other liabilities 53,952 67,115 71,343 82,634 75,855 86,584
Total Liabilities 1,016,926 |l 1,169,548 [l 1,208,639 |l 1,364,725 1,538,010
Net Assets (Represented by)
Paid-up Share Capital 16,818 18,500 21,275 21,275 21,275 21,275
Resarves 25,343 28,819 31,539 32,074 45,581 46,800
Unappropriated Profit 68,359 67,418 48,046 57.007 49,156 51,939
Equity 110,520 104,737 100,860 110,356 116,011 120,015
Surplus on revaluation of assels 22,13 35,242 55427 67,973 52,340 56,718
Tota 132,651 178,320l 166,351
Summary of Financial Performance
Mark=up / Return / Interest earnad 85,325 100,082 99,028 114,174 113,662 114,403
Mark-up / Return / Interest expensed 48,516 56,418 60,823 68.370 59,941 59,578
Met Mark-up / Interest incoma 46,810 43,674 38,205 45,804 53,721 54,824
Fes,Commission,Brokerage and Exchange income 12,720 14,410 15,394 15,687 17,043 17,013
Capital gain & Dividend income 4,096 6,844 6,908 11,103 15,860 11,405
Other income 2,520 2,595 3,268 3,587 2,081 1,549
Non interest income 19,337 23,849 25,570 30,377 34,983 20,967
Gross income 66,147 67,524 63,774 76,181 88,704 B4, 791
Oparating Expenses (Non Mark-Up/nterest Expense) 30,255 35,085 36,295 41,703 42 193 47 253
Profit befora provisions 35,891 32,438 27,480 34,478 46,511 37,539
Provisions 9,880 11,060 20,401 12,478 13,296 a8y
Profit before taxation 26,011 21,378 7,078 22,001 33,216 krAL|
Taxation 8,406 6,437 1,578 6,973 13,997 14,389
Profit after taxation | 55008 15025088 19,219 22,752

] | ouaL REPORT 2016




NATIONAL BANK OF PAKISTAN

Kl EN KN ED EXN KX

A . SIZE FACTORS (PKR "Mn}

1 . Totel Assets 1,148,578 1,309,528 1,364,926 1,543,054 1,706,361 1,675,708
2 . Total Capital 132,651 139,981 156,287 178,328 168,351 176,733
3 . Deposits 927 421 1,036,738 1,101,138 1,233,525 1,431,087 1,657,312
4 | Profit after Tax 17,608 14,941 5,500 15,028 19,218 22,752
5 . Profit befare Tax 26,011 21,378 7,078 22001 33,218 ar,141

B . ASSET QUALITY

6 ., Tote] Assets Growth Rats (YoY%) 10.78 1391 423 13.05 10.58 15,78
7 . NPAs (Inchuding MPLs) To Total Assals (%) TET 7.03 BAT 7.83 T4 612
8 . Gross Advances to Deposils Ratio (%) B3.87 7043 54,30 59.02 4633 4715
9 . NPL Coverage = Total provision! NPLs (%) 7635 B1.28 B0.09 8388 BO.35 42,00
10. NPL Gavarage - (speciic provision / NPLs (%) T200 78.38 7762 8123 702 40,74

C . CAPITAL ADEQUACY

11, Tierd Capital (PR in Milian} 87,030 104.014 B7.112 91,758 1,75 95,540
12. Total Elgible Capital (PKR in Millien) 113,217 131,054 125,514 135,740 129,218 133,167
13, Risk Weighted Assets -RWA (PKR in Milion) 703,383 785215 823424 780,719 T34, 403 805,252
14, Tierd 1o AWA (%) 13.78 13.08 1058 1,75 1248 11.88
15, AWA 1o tatal assets (%) £1.19 60,73 60.33 50,60 43,04 40,78
16, Capital Adequacy Rasio (%) 16.10 1648 1524 17.38 17.58 16.54

D .INVESTMENT /MARKET RATIOS

17. Earning per Share and Dilsied EPS (PKA) 9.52 702 258 T.06 903 1069
18. Prica Eaming Ratio (%) 4.3 T.04 242 8,84 5.898 T.00
18. Market Value per Share (PKR) 4108 49.38 58.06 69,46 5404 T4.89
20. Dividend par Share (PKR) 75 7 2 BB 75 75
E .LlQuiDImyY
21. et Loans to Total Assats (30 45.67 43.99 45.08 4061 3387 378
22, Met Loans ko Tofal Customer Deposils (%) 56,61 E3.15 55,88 50.81 40,38 40,27
23. Net Loans to Total Deposts (%) 5505 BT 5478 4331 3a.T7 39.21

F . PROFITABILITY

24. Retum on Average Assels - Pre Tax(3%) 233 1.74 0.53 151 204 202
25. Operating Profit to Average Assats (%) 3.2 2484 206 247 285 2.04
26, Gross Income to Average Assels (%) (1) ] 548 477 524 L] 4,51
27. Mon-hterest lncome 1o Gross Incomea (%) 28.23 35.32 40.09 a7 39.44 3534
2B, Operating Expenses to Gross Income (%) 45,74 51.36 B6.9 5474 47.57 86,73
28, Operating Expanses to Averags Assats (%) a2m 2485 2n 2487 260 287
30. Loan Loss Provisioning Expensa ta Oparating Profit (%) 27.53 .10 T4.24 3619 28.59 1.08
31, Retum on Average Equity - Pre Tax (%) 24.28 19.86 689 2083 2035 NAT
G . DuPont Analysis

32 Met Oparating Margin () 28,86 2213 8,62 19.73 2167 26,83
33, Asset Utlization (%) 614 548 477 524 5485 4,61
34. Relum an Assels (%) 1.7 122 041 1.03 1.18 1.24
35. Retum an Equity (%} 17.78 13.88 5.35 1423 16.98 18.28

RATES

Exchange Rabe (Unils per USD) B9.95 8715 105.32 100.48 10487 104,60
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COLLABORATION WITH INMOVATION

6 YEARS' SUMMARY OF FINANCIAL POSITION AND PERFORMANCE (CONSOLIDATED)

Rs. in million

KX EZN KN EZN EXE KN
Finaneial Position
Cash and balances wilh Insasury and other barks 131,843 158,757 156,230 98,247 161,191 160,086
Balances with other banks 2070 30,855 18,389 12544 20,638 14,396
Landing ta financial instiluSons 44,381 B.28 51,942 11,784 T35 121,708
Irvastmants - net 38527 342965 306412 561,768 7,19 B36,281
Advancas = net 527,108 658,654 620,217 630,230 580,324 58,584
Operating Fooed assats w127 29714 34,568 33,354 1m 34,058
Diefamed tax assets = nat 7473 B854 10,568 6,884 4672 5172
Céher assets £8, 470 77,250 80,961 91,830 B0, 062 B0,B30
T e oo
Bills payable 9,105 14,368 13,856 11012 8,172 10,187
Barowings 26372 52,158 23,014 36,208 22,385 44,664
Deposils and ofher accounts 927,415 1,037,049 1,101,845 1,234,405 1,431,535 1,657,132
Liablities against assels subject 1o Finance Lease 9 k] 57 2 L]l 83
Other liabilfies 54,701 67,855 T3 83439 77,038 8,011
Total Liailies 1211054 | EEED IETED
Med Assats (Represented by)
Paid Up Share Capital 16,818 18,500 21275 21275 21,275 21,275
Reserves 25,207 30,305 33537 32,906 45,202 45,001
Unappropriated Profi 69,706 5038 49,734 50,752 52 725 55,745
Morecomiraling inbarast 485 ™ a2 nr T2 738
Equity 113,226 108,928 105,367 114,740 119,524 123,840

Surplus on revaluation of assels 56,297 67,853 51,731 56,299

2,568 36,962
R e )

Financial Performance

Mark-up { refurn | inferast earned 95,650 0,126 100,152 115,252 114,388 115,028
Mark=up  refurn | inlarest expensad 48,517 56,552 60,854 68,462 59,558 59,594
Mel mark-up | Interest ncome 47,17 24,574 35,298 46,790 54,387 55,434
Fea, Commissian, Brokarage and Exchangs income 13,145 14,841 16,273 16,572 18,254 18,224
Capits| gain & Dhvidand income 3,085 5,300 6,548 10,737 14,58 11,256
Share of proft from joint veniure = net of tax i vl 85 438 302 560 e
Snare of loss from associztes - net of fax B4 1,856 {5a2) (1,060 (523 (333
Other income 2,502 2613 aoed 3754 21 1,687
Monsinterest income 19,748 24,805 25,962 40,305 34,9498 1,082
Gross Income 68,921 69,3m 65,260 77,005 69,385 86,467
Uperating Expenses (Non Mark-Up/interest Expensa) 30,859 36,082 3r,701 43,255 43,794 48,742
Profit before provisions 386,022 a7 27,549 33,840 45,591 7,726
Provisions 8813 11,112 20,520 10,703 11,413 130
Pre-tax profit 26,108 22,185 7029 23,136 3,173 37,585
Taceation 8407 6518 1,72 7085 14,096 14,507

pa— D D D BT
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NATIONAL BANK OF PAKISTAN

6 YEARS’ VERTICAL ANALYSIS
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6 YEARS’ HORIZONTAL ANALYSIS

COLLABORATION WITH INMOVATION
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CREDIT RATINGS
PACRA JCR-VIS

ABA AAA

LONG TERM LONG TERM

Al+ Al+

SHORT TERM SHORT TERM

AWARDS & ACHIEVEMENTS

The Bank of the Year Award-2015 (Pakistan) - The Banker-UK

1-Link Certificate of Achievement 2015 - Top Three Issuing Banks

3™ FPCCI Achlevement Award 2015 = Banking & Financial Services

FPCCI Gold Medal Award-2015 - The Faderation of Pakistan Chamber of
Commerce & Industry

2" FPCCI Achievement Award 2014 - Banking & Financial Services

37 FPCCI Award 2014 - Corporate Social Responsibility

Domestic Technology and Operations Bank 2013: The Asian Banking &
Finance Magazine

Listed in Top-1000 Banks of the world for the year 2013 - The Banker-UK
Domestic Retail Bank of the Year 2013 - Asian Banking & Finance Magazine
Listed in top 1000 banks of the world for the year 2012 = The BankemUK
Bank of the Year 2011 - The Banker - UK

Best Emerging Markets Bank-2011 - Awarded By Global Finance Magazine




NBP - no bank can match
the distance we go!

From Coastal areas to inland borders, NBP serves the
nation in every ncok and corner of Pakistan, with a
network of 1448 online branches.
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COLLABORATION WITH INMOVATION

DIRECTORS’ REPORT TO SHAREHOLDERS ON
Unconsolidated Financial Statements for the year ended December 31, 2016

Dear Shareholders,

On behalf of the Board of Directors of NBP, | am pleased to present 1o you, the 68" Audited Annual Financial
Statements of the bank for the year ended December 31, 2018,

This year your bank made the best of its strengths & market potentials and achieved commendable success in all
dimensions, Strategic directions that were set in prior years have started materialising at a faster pace by translating
into synergy=integration, greater market outreach in both conventional and Islamic products, uplift of customer service
etc. This is paving the path to be a leading bank for partnering in financial growth through innovation and quality service
and be a catalyst for economic growth. NBP will continue to serve the nation through diversified product offering,
innovation, superior service quality, universal banking capabilities, multiple delivery channels, investment in people
and processes for achieving sustainable higher returns for our stakeholders,

NBP through the year 2016

Despite the generally difflcult market scenario for the banking industry, 2016 was a successful year for us, a year that
made significant progress towards achieving our strategic goals. Year 2016 profits were highest in the history of NBP,
and your bank shows the highest growth in profitability amongst its peers. This sets a solid ground for your bank in
further strengthaning its leadership position on multiple fronts, Our goals for the year included:

- Furthering our market outreach through more branches and adapting alternative delivery channels
- Adding more to our product & services universe

= Strengthening our controls and business processing mechanism through automation

- |mproving our earning assets through minimizing non-performing loans

= Investing into our people through training & development

Your bank devised and implementad efficient business strategies during the year to achieve said strategic goals. The
bank continued to maintain its market leader position by being the biggest lending institution in Pakistan with total
lending of Rs. 781.5 billion (being 13% market share). Likewise previous year, in 2016 we also continued with our
endeavours to maximise financial inclusion of the unbanked masses in the country. We equally value the
underdeveloped areas and strive to bring prosperity to the public in such areas through offering tailored financial
sarvices and financing facilities.

Like every dynamic and progressive organization, strategic realignment is a requisite dictated by both internal
assessment and external environmental factors, For this, your bank, embracing the changing industry dynamics and
in recognition of its catalyst role, revised its Vision, Mission and Core Values statements, during the year 2018, theraby
communicating its stakeholders the philosophy of achieving the leadership position through greater economic
participation, technological improvement, preduct innovation, financial inclusion, enhanced service standards and
employee development,

Throughout the year, the bank continued making significant improvements by deploying new technological
advancements and adding more delivery channels to its domestic network. We opened 45 new branches during the
year, making our network, the second largest in the country with a total 1,448 branches. This includes our Islamic
banking network, which has increased to 118 branches (2015:79) and is the second largest Islamic banking window
amangst the conventional banks. Making further growth in our ATM network, we now have a universe of over 1,300
ATMs, with 6 ATM centres. Over 130 ATMs are installed at different offsite locations to fulfil customer needs. We have
just added to our ATM network the world's highest ATM installed 4,700 meters above the sea level at Khunjerab,
Pak=China border, We are putting more efforts to become an environment-friendly bank, and have installed over 300
smart Bghtening, energy saving devices and solar powered ATMs.

We have sel-up a separate e-Banking unit which has been instrumental in building multiple digital financial service
platforms kke launch of Prepaid Card, Branchless Banking and Cash Management, Multiple strategic partnerships were
entered into with major local telcos and international entities like Union-Pay International, MasterCard and PayPal, ete.

We delivered on multiple government-initiated financial projects on both governmeni-to-public and vice wversa.

Deployment of new technologies is swifily enabling the bank to be at par with peer competitors, The bank delivered on
mubltiple mandates of both Federal as well as Provincial Governments by disbursing PKR 30 billion to more than 700
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thousand beneficiaries under various government schemes through real
time disbursement arrangement by utilizing ATM machines, telco
agents and plastic cards. The bank is offering fee collection services
through digital mode. We are confident of launching multiple services

on digital platforms in 2017 including traffic challans, excise &
taxation, land revenue and much more. During the year we also
implementad biometric account opening system.

The bark has akeady opened 10 Commercial and SME Centres in
various cities. These commercial cenires cater to the credit and
non-credit financial services of the smal & medium scale businesses in
their jurisdiction. By the end of 2017, we will be adding & more Commercial
Centers providing dedicated services to the SME and Commercial clients of
the Bank. Since the launch of Prime Minister's Youth Business Loan schema
(FMYBL), the Bank has made significant contributions towards promoting youth
entrepreneurship in the Country, The bank has extended business loans to mare
than 17,000 individuals,

We have been actively improving our intemnational operations spanning over 19 counfries in 3 continents, During the year
we consolidated our credit operations by putting more fecus on recovery and regularization of non-performing loans.

Targeting CPEC related business opportunities, we are moving in the right direction to opening of our branch in China,
where we currently have a representative office. NBP has already done necessary homework for opening branch in China
in 2017, The bank has a sizeable footprint on the main route of CPEC, including in Gwadar, and same will be further
expanded where required. Meetings have already been initiated with Chinese companies ensuring our presence at all
important seminars and road shows related to CPEC.

Since international remittances play a significant role in improving the country’s forex reserves, we focused to convert
‘Cash-over-the-Counter’ customers to permanent account holders with the bank by offering them our specialized "NBP
Foree Remittance Account”, Key markets where we sarve include GCC, EU, Far East and North America as the bank
enterad into tie-ups arrangemeants with large number of business counterparts.

Maintaining our leading position in financing the infrastructural projects of national interest, our Investment Bank has
executed various project finance transactions, arranged syndications, and is providing structured financial solutions to
large corporates in raising capital During the year, we closed a number of landmark transactions including the
successful close of PKR 100 billion (NBP contribution 35%) rated Sukuk of 10-year tenure for the Neelum Jhelum
Hydropower Project. This is one of the largest Islamic transactions executed in Pakistan to date and NBP was the sole
mandated Lead Advisor & Arranger and successfully arranged the placement in a consortium of 16 banks,

Our strategy for swift recovery & regularisation of the non-performing boans (NPL) was efficiently materialized this year.
We achieved net reduction in NPL by PKR 7.9 billion with a reversal in provisions by PKR 1.1 billion. Provision charge
against NPL was PKR 685 million as against PKR 10,625 million in the previous year. Net NPL ratio improved from
2.9% at December 31, 2015 to 1,5% at December 31, 2016, Provision coverage improved to 92% compared to B7%
as of December 31, 2015.

We have moved forward in implementation of BPR/COSO framework, Effective implementation is going to sireamline
our operating model, transaction processing, compliance, customer service, product deployment, data accuracy &
integrity and other organizational efficiencies. The bank has recently set-up a trade factory for centralised processing
of trade business requirements of customers, This one-window facility shall greatly improve transaction turnaround
time and will boost our non-fund based income through capturing greater import/export business. Our corporate
branches in Lahore and Islamabad have moved to new premises having state of the art business facilities.

“NEP Aiternaad” Islamic banking branch network now stands at 118 (2015:79); and is targeting 192 branches by
converting 34 conventional branches info Islamic and opening 40 new lslamic branches by year end 2017, NBP
“Aiternaad” is offering Islamic banking services across Pakistan and is in advanced stages of launching new Islamic
banking liability and asset products.
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We are adding more talent to our human capital pool through trainings, Our newly established e-leaming division
will facilitate employees in continuous development, without leaving the workplace. Our strategic intent and moves
during the year fetched multifaceted improvements for the Bank, some are as follows:

_ We established e-banking division and introduced various IT based products and
Product Universe services, Main being e-payment, Prepaid Cards and Cash Management,

We have enriched our operating capabilties through deploying advanced IT
Operating infrastructure, opening of 1* Trade factory for centralization of trade business
Capabilities processing ete. We have installed over 300 Solar Powerad ATMs. Biometric enabled
account opening system was successfully implemented for government business.

We opened 45 new domestic branches, We delivered financial services to over
et i) 700,000 individuals under various G2P schemes.

We invested in renovating number of branches and business premises. Our new
Image Building & corporate banking branches in Islamabad and Lahore and the Trade Factory offer
Service Quality excelent business environment to our customers. The bank has set=up a separate
function of Service Quality with the sole aim to reinvigorate the sales & service culture,

Significant improvement has been made in asset quality. NPL ratic has improved to
Loan Asset Quality 15.4%, L.e. 3 percentage points below the prior year's 18.4%; while coverage ratio has
improved to 92%.

P ——— A number of initiatives were laken for staff training & development, patronage of sports,
ng health, education and cultural activities as part of our corporate social responsibility
Communities initiatives.

More than PKR 100 billion of loans extended to support large scale infrastructural
;:::::i"g S development in the Country. So far we have extended business loans to more than
17,000 individuals under PMYBL, with female borrowers being almost 13%.
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Macroeconomic Indicators

With growth low and stuck at below 3%, the global economy voyaged through a yet another difficult year of stagnation;
and growth outlook for 2017 shows a continuation of this trend, Geopolitical volatility remained high in 2016 as a result
of the Brexit, a stil-inflamed Middle East and palitical changes in America. Modest positive signals however emerged
from the base scenaric showing some strengthening in gualitative growth factors, such as advanced technology,
improved labour skills and productivity etc, Stabilization in energy and commodity prices particulady oil & gas may
provide a small tailwind for resource rich economies in 2017, But these potentially favourable factors may remain
under pressure from ongoing political and policy uncertainties e,g. protectionism,

Locally, Pakistan's economic growth accelerated in FY*16 on the cumulative impact of structural reforms, lower oil
prices and improved security conditions, Preliminary estimates put GDP growth at 4,7% in FY'16, up from 4,0% in
F¥"15 and higher than 4.5% initially projected. Industry grew mainly on a rebound growth in large-scale manufacturing.
Improvement was particularly observed in sectors like Automobile, Fertiliser and Steel. Given a drop in exports to US,
EU and China, trade deficit increased from $17.2 billion to $18.5 billion as exports fell by $2.1 billion, or 8.6%. Despite
a drop in exports, Foreign Reserves have increased on account of factors like remittances, FDI, issuance of Sukuk
Bonds and three-year 36.7 billion IMF loan program.

Headline inflation averaged 2.9% in FY2016, down from 4.5% a year earlier and even less than the 3.2% initial
forecast. As inflation slowed during recent years, the State Bank of Pakistan eased monetary policy by reducing policy
rate for 6th consecutive time, bringing it to all time low at 5.75%. Moreover, the decision by Morgan Stanley Capital
International to put Pakistan in its MSCI emerging market index from May 2017 will likely spur equity portfolio inflows.
Since Chinese firms have recently acquired significant stake in Pakistan Stock Exchange, the same is expected to
attract greater foreign investment in local securities. CPEC is expected to attract more FDI and boost Pakistan's
national output.

Trend for successive reduction in discount rates continued for the 6™ consecutive time in 2016, Net interest margin of
the banking industry is expecled to remain under pressure because of gradual re=pricing of loans at lower rates and
that a considerable portion of high cost term deposits cannot be re=priced downwards immediately. Recent reduction
in discount rate coupled with loss of income on high yielding PIB is also among the major reasons behind the subdued
profitability numbers.

While increased liquidity and lower discount rates pose an adverse pressure on the banking industry, opportunities do
exist to secure further growth, Operating environment seems stable as economic growth will accelerate driven by
substantial infrastructure investment related to the CPEC projects which is expected to accelerate foreign direct
investment as well as lecal demand for credit. Howaver, budgetary deficit and ongoing energy shortage may hinder the
pace. Risk profile of the banks will remain stable as we have withessad a better private sector loan performance on the
back of improving general economic and legal environment.

Overseas remittances and greater market penetration are mobilising low cost deposits. This is improving funding &
liquidity position, strengthening core liquidity buffers. The only significant trigger to weigh on banks’ performance in
coming years seem to be the low interest rates, falling yields on government securities, and declining nat interest
margins, to which higher lending growth will only be partially off-set.
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Review of Financial Performance - 2016

In 2016, MBP posted historically the highest profit, advances, deposits and assets. This shows the bank efficiently
reconnoitred emerging business growth opportunities, pro-actively moved in the right direction with firm commitment
and innovation, made focused efforts to boost income, maintained an effective control over expenditure, implemented
improved risk-prevention measures and controls, with a focus on meeting the financial requirements of each class of
consumears contributing towards economic growth. In spite of adversities such as al-time narrower interest rate spreads
on the back of lower policy rates, stiff market competition and the growing cost of risk management, profit for the period
under review remained fairly stable,

Your bank ended the year under review with a net profit of
PKR 22,752 million, representing an increase of PKR
3,533 million or 18.4% Yo¥, being highest percentage
growth in bottem lne amongst big five banks of the
country, This translates into pre-tax and after-tax return
on total assets at 2.0% and 1.2% respectively. Pre-tax | Bes
and after-tax return on equity was 31.5% and 19.3%, w -
respectively. Bank's operating income for the year
amounted to PKR 84,791 million, recording a growth by W - % |
PKR 3,913 million or 4.4% Yo¥. While net mark-up/ I
intarest income was up by 2.1% to PKR 54,824 million; [ 4.
the non-interest income dropped by 14.3% 1o PKR
29,967 million as against PKR 34,983 million of prior - s -
year. Operating expenses amounted to PKR 47,253 il
million, i.e. 12.0% higher against prior year, but in line w- l
HT

| s

with the industry norms, This iranslates into a
cost-lo-income ratio 55.7%, Is up against 47.6% of prior T
year. The increase in costs is mostly due to HR related
expansas which increased during the year on account of
revision in pay-package and allowances of stafl ete. Our
focus on regularising the non-performing loan portfolio
has effectively resulted into visible reduction in both
normperforming  loans and provision charge for
impairment loss,

Net Mark-up/Interest Income

Confronted with constantly lowering interest rate regime, T
greater market liguidity and the fierce market competition, iy
we constantly strengthened our eaming asset portfolio mix
to maintain an optimal eaming stream. This included -
reinforcing our funding streams through adding more e e
efficient deposit mobilisation team, a better loan-pricing i
structure and customer selection, lowering our liability cost. e

5

MNet interest income for the year 2016 was PKR 54,824
million i.e. PKR 1,103 million or 2% higher than that of last
year, and accounted for 64% of the bank's operating

income, o —! L
| L] ADMIN C05T Ll [y

M1 B M6

+ Interest Income

- Interest Income on Loans and Advances

Mark-up / interest income on loans and advances to customers for the year was PKR 54,188 million, lower by PKR
2,191 milion or 3.9% against that of the year 2015, As mentionad earlier, interest rates in Pakistan have been reducing
ever since 2011 (13.5%) to altime low at 5.75% in May of 2016. This cut in policy rates, coupled with greater market
liquidity has forced the banks to reduce lending rates substantially. Despite the challenging market environment, we
succeaded to maintain our market share of advances in an optimal manner.
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- Interest Income on Investment

Interest income on investmeant for the year under review was PKR 58,806 million, higher by PKR 3,239 million or
5.8% compared to PKR 55,667 milion of prior year. A significant portion of high yield bonds matured during the
year, On the back of reducing discounts rates, yield curve of government bonds recorded a generally descending
trend. To effectively manage the interest rate risks we optimally placed our funds into low-risk securities, thus
increasing our income.

- Interest Income on Due from Banks and Other Financial Institutions

Mark-up/Interest income eamed on deposits/due from financial institutions against deposits and repo arrangements
was PKR 1,245 million i.e. PKR 302 million lower than PKR 1,547 million earned in 2015, This was primarily due to
volumetric drop in placements.

Interest Expense

Interest expense far the year was primarily driven by the deposits and amounted to PKR 50,070 million, lower by PKR
3,224 million or 6% against PKR 53,294 million of last year. Reduction in the mark-upfinterest cost was achieved
through a favourable shift in liability-mix as wel as the pricing. We attracted more deposits at a lower mark-up rate.
Given the higher transaction volumes, interest cost incurred under repo fransactions and short term borrowings
amounted to PKR 9,507 million as against PKR 6,647 million of prior year.

Non Mark-up/Interest Income

Year under review was yet another tough year for the banking
industry as we faced multifaceted pressures on non-fund
based income. Key drivers for drop in non mark-up / interest
income were the lower volumes of foreign currencies and
lower capital gains. With a drop by 14.3%, non [
mark-upfinterest income for the year was PKR 29,967 million

compared to PKR 34,983 milion of year 2015, Non L[| Non mark-up/interest FAI1A
markup/interest income took up 35% of the total operating ] income

income. To mitigate the adverse impact of lower dividend \
income and capital gains, we pro-actively increased our fee
income by capturing more services business to boost fee &
commission based services. With a 19.7% YoY increase, in
2016 we earned fee & commission income of PKR 14,833
million, comparad o PKR 12,395 million of previous year.
Income from Investment banking advisory services was one
of the key contributors towards this segment of NFl. Fee

income from Govemment transactions also increased due to ® Fee, Comm, Brokerage © Dividend lncome & Income From
volumatric growth, ® Capital Gains @ Other Income Brmling in F.C

Catering to our customer requirements, the bank accelerated innovation in its products universe, services offered and
delivery channels. We also propelled transformation and development of fee-based businesses, promoted the
application of technological progress of financial services to benefit a wider group of customers and also improved the
financial service level.

Operating Expenses

During the year, the bank implemented various measures for an optimal cost management and continued to boost its
aperating efficiencies. Total operating expenses for the year were PKR 48,351 million, PKR 4,683 million or 10.7%
higher than that in 2015, Excluding other provision charge of PKR 1,028 million, administration expenses amounted to
PKR 47,252 million. HR costs amounted to 67% of the total administrative expenses and increased by 9.8% during the
year to PKR 31,430 million, Increase is very much in line with market based growth,

The bank implemented multiple measures for effective control & reduction of operating costs. This included installation of

solar panels, deployment of IT systems to optimise HR utilization and reduce travelling costs and centralisation of certain
cost functions. So far we have installed solar panels at over 300 branches to run ATMs leading to reduction in power cost.
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+ [Impairment Losses

Throughout the year we continued to strengthen our credit risk prevention and control mechanism, Better recoveries
and declassification resulted into a net reduction in Non-Performing Loans (MPL) which, as of Dec 16 amounted to
PKR 119,416 million, PKR 7,864 million or 6.2% lower against PKR 127,280 million at the end of year 2015,

This improvemeant resulted inlo a net reduction in specific provision for impairment against loans by PKR 1,110 million.
As of Dec 2016 the non-performing loans (MPL) were covered by a 92% provision as against 87% of previous year,
The provisions gap is due to NPL in categories of classification that require less than 100% provision. The bank follows
a prudent palicy of maintaining adequate provisions reserves to effectively cover & address any potential impairment
risk of credit portfolio,

Strengthening our portfolio risk management strategy, we are in the process of revising Recovery Strategies and lean
rehabilitation framework for infected portfolio. This will introduces incentive for both staff as well as borrower against
recoveries and regularisation of NPL.

Met Profit and Earnings per Share

The Bank's net profit for the year 2016 amounted to PKR 22,752 million L.e. higher by 18.4% against PKR 19,219 million
for 2015, This translates into basic and diluted after-tax earnings per share of Rs. 10.69, higher by Rs. 1.66 or 18.4%
against that of 2015,

Review of Financial Position - 2016

In 2016, the bank continually aligned its business strategies to the changing macroeconomic environment, improved
its balance sheet structure and maintained coordinated & optimal growth of earning assets mix. We equaly
strengthened liquidity and loan pricing management and strived to enhance the efficiency of resource allocation for
both assets and liabilities. Considering the growing needs of the real economy, the bank optimized its credit structure
by targeting more efficient and lucrative industrial sectors. Closely monitoring the trends of the domestic and
international financial markets, the bank expanded its investment portfolio to optimise the earning vields. Furthermore,
the bank actively adopted measures to mobilise greater deposits, and managed to expand the low-cost liability
business, thereby ensuring a stable and sustainable source of liquidity & funding.

Assets
As of Dec 16, total assets of the bank amounted to PKR Key Balance Sheet fems (PKR ‘Bn)
1,976 billion, PKR 269 billion or 15.8% higher than that at 1 -
the end of year 2015. Growth was optimally achieved in .
each type of earning asset. Net loans and advances i "
increased by PKR 89,267 million or 15.4%. Similarly -
investment increased by PKR 67,885 million or 8.2%. -
wm m
i o &7
-
]
EL
! APECES 0T ESTMENT 0T DEPedTs -
2015 0 206
+ Loans & advances

In 2016, the bank attached importance of incremental credit to existing low-risk borrowers, cross sell of non-credit
financial service echoing the changes in macroeconomic enviranment and financial regulatory requirements. The bank
continued to bolster financing for the infrastructural construction project of economic importance. The focus also
remained on financing more cradit to SME and retall sector for economic upbringing of the masses. The loan growth
was steady and balanced. As at the end of 2016, gross loans amounted to PKR 781,476 million, PKR 89,624 million
or 13% higher than that of comesponding year.
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The bank's gross loan portfolio is well diversified by economic sectors, maintaining the exposure at risk well within
pre-defined acceptable limits. Net NPL ratio improved from 2.9% at December 31, 2015 to 1.5% al December 31,
2016, Specific provision charge against NPL amounted to PKR 109,655 million, with provision charge improving to
82% compared to 87% of 2015,

Improvement in loan portfolio quality was achieved during the year. This represents a reduction in NPL by PKR 7,864
millien. Reflecting our effective strategy and efforts towards recoveries and regularisation of leans by bank's foreign
branches, overseas NPLs dropped by 3.3% i.e. PKR 1,050 million to PKR 30,846 million (2015:31,896 million),

+ Investments

In 2016, the Bank maintained its investmant porifolio
structure in line with trends in financial markets, aptly
scaled-up investment and endeavoured to improve
yield on investment portfolios while efficiently managing
related liquidity risk. As at the end of 2016, net
investment amounted to PKR 897,131 million, PKR
67.885 million or 8.2% higher compared to that as of
December 2015. While investments into
‘held-for-trading securities’ recorded a net increase by
PKR 8,578 million, investment into ‘held-to-maturity
securities’ recorded a net increase of PKR 99,618
million. Growth was specifically lead by Pakistan
Investment Bonds (PKR 46,573 million) and Term

Finance Certificate (PKR 33,654 million) issued by ¥ Fod. Gov. Sscurities ® Ordinary Shares & Mutual Funds
large scale power projects. Investments into Market ® Forelgn Gov, Securities @ Dabt Securities
Treasury Bills were lower at PKR 397,980 million (2015: ® Others (Inner circle)
PKR 421,056 million). ® Foralgn Currency Debt Securities @ Prafarance Shares
¥ Investments in Associates W Investments in Joint Ventures

¢ Investments in Subsidiaries

Bank investment into ordinary share of listed companies amounted to PKR 22,519 million (at cost) as against PKR
23,047 million in 2015, Investment portfolio is diversified in all major industrials sectors. Given above average
performance by Pakistan Stock Exchange in recent years, these investments have created revaluation surplus
{measured on mark-to-market basis) of PKR. 37,308 million (2015: PKR 26,089 million). These investments eamn
substantial returns to bank by way of dividends and capital gains. The bank divests its investments into listed shares
when we understand that the market has matured enough and there exist better placement opportunities.

Liabilities

As al the end of 2016, total liabilities of the Bank amounted to PKR 1,798,973 million being PKR 260,964 million or
17.0% higher than year end 2015,

« Deposits

The bank maintains its liquidity and funding profile at a satisfactory high level. The bank enjoys unmatched degree of
depositor confidence as majority of bank's funding comes from its core customers deposit base,

As at the end of 2016, the deposits were PKR 1,657 billion, PKR 226 billion ar 16% higher than that of 2015. The bank
has devised an aggressive strategy to maximise the deposits through generating low cost current and saving (CASA)
deposits. During last quarter of the year, the bank hired liability sales officers at our branches to mobile low cost
deposits. To strengthen the existing relationships we have further improved our cash management services by deriving
synargies from our network,

Proposed Dividend

Transferring the value generated to the shareholders, the Board of Directors have proposed a cash dividend of Rs, 7.50
per share (75%). This shall be presented for approval by the shareholders of the Bank in the 68th Annual General Meeting.
This translates into 78% dividend pay-out of the bank's distributable profit for the year 2016 (after statutory reserve
allocation). This high payout reflects bank's strong capital position and our commitment to enhance shareholders’ value.,

ANMUAL REPORT 2016



COLLABORATION WITH INMOVATION

Capital Strength & Adequacy

The bank's policy is to maintain strong capital base so as to maintain, investor, creditor and market confidence and to
sustain future development of the business. The adequacy of the Bank's capital is monitored using, among other
measures, the rules and ratios astablished by the SBP.

Cakulated in accordance with the Basel - lll framework, the bank's total capital to RWA's was 168.56% (2015:17.59%),
which is well above the Central Bank's minimurn reguirement of 10.65%. CETH Capital ratio was also strong at 11.9%
(2015:12,5%) against a required 6,00%,

Events after the Balance Sheet date

There have not been any material evenls thal ocourred subsequent to the date of the Balance Sheel that require
adjustments to the enclosed financial statements, except those which have already been made or disclosed,

Change in the Board of Directors

We also would like to express our sincere gratitude to Mr. Muneer Kamal the retiring Chairman and Syed Ahmed Igbal
Ashraf the outgoing President for their vision, contribution and support towards the bank's progress.

Credit Rating
MEBP is the only bank in Pakistan rated ‘AAA" by both the approved credit rating agencies in Pakistan. In June 2016
M/s JCR-VIS Credit Rating Company again re-affirmed the bank's standalone rating of “"AAA", one of the highest by

the company for any bank in Pakistan. PACRA has also assigned a long-term entity rating of 'AAA" (Triple AAA) and
short=tarm rating of "A1+' (A=one Plus).

Profit & Loss Appropriation

The profit for the year 2016 after carryover of accumulated profit of 2015 is proposed to be appropriated as follows:

(Rs. in million)

Profit Before Tax 37,141
Taxation
- Current 8,541
- Prior year (s) 1,344
= Deferred 3,504
14,388
After Tax Profit for the year ended December 31, 2016 22,752
Un-appropriated profit brought forward 48,156
Other comprehensive income-net of tax (1.851)
Transfer from surplus on revaluation of fixed assets 114
Profit available for appropriations 70,171
Transfer to Statutory Reserve (2,275)
Cash dividend paid 2015 {15,956)
Ur=appropriated profit carried forward 51,939
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Statement under the Code of Corporate Governance (the Code)

The Board of Directors is aware of its responsibilities under the Code of Corporate Governance; and | am pleased
io report that:

a. The financial statements prepared by the management of the bank present faidy the state of affairs, the results
of its operations, cash flows and changes in equity;

Proper books of account of the bank have been maintained;

¢.  Appropriate accounting policies have consistently been applied in preparation of the financial statements.
Accounting estimates are based on reasonable and prudent judgment;

d. Approved accounting standards, as applicable to banks in Pakistan, have been followed in preparation of
financial statements;

g.  There are no doubts about the bank continuing as a going concern;

f,  Summarised key operating and financial data of the last six years is tabulated on the initial pages of this Annual
Report;

g The value of investments of provident and pension funds are PKR 13,137 million and PKR 44,999 million
respactively.

h.  The number of Board Meetings held during the year 2016 were 13, and attended by the Directors as follows:

No. Name Meetings Attended
1 Mr. Muneer Kamal 8
2 Syed Ahmed lgbal Ashraf 13
3 Mr. Farrakh Qayyum 13
4 Mr. Tarig Kirmani 12
5 Mr. Muhammad Nasem 13
-] Mr. Iftikhar A. Allawala 12
7 Mir Balakh Sher Marri 13
8 Mr. A. Akbar Sharifzada 13

Future Outlook

Year 2017 will be another year of new opportunities and challenges for NBP as well as the banking industry. Among
our strategic goals will be fo maintain and further strangthen our leadership position through greater market
penetration by adopting technological advancement and akernative delivery channels. We will be rebranding our
product universe and adding mare customers to our business network. While we continually strengthen our controls
and risk-management measures, we will be al out to play our role in partnering economic development in the
country, investment in our people, adapting to best practices of modern day banking. Our focus will also remain on
improving assets-portiolio quality as a key element towards maximising shareholders’ value,

As the CPEC related projects have already started taking-off, our Corporate and Investment Banking groups will be
making the best of every emerging growth opportunity. The upcoming boost in large scale manufacturing will create
greater lending opportunities, paricularly in automaobile, steel, cement and other construction related products. We
have a very clear vision to capitalize on the CPEC related opportunities.

The bank will ke maoving in the right direction to capture greater business share of the ever-growing home remittance
business, On one hand this will add to our non-fund based income, and on the other hand this will improve our
liability cost through adding more to CASA deposits.

Our specialized products for various agriculiure sub-segments dairy, horficulture, tunnel farming, mechanization,
irrfigations development, ete. have already started picking and further growth and product maturity is expected in the
years to come. NBP will leverage its largest rural network to capitalize on these initiatives tapping growth in
agriculture,
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Qur Islamic banking is cognizant of the growth in industry as NBP is continuously expanding its Islamic banking
branches network and plans to be among the top Islamic banking windows of conventional banks. NBPF will further
leverage its rural franchise, technology platiorm and branchless banking services to cater to the banking needs
of the unbanked population. The bank has undertaken a number of plans in the areas of information technology
up-gradation with major projects, expansion of ATM network, and branchless banking. We intend to open new ATM
facilitation centres and utility bills collection through biometric verification. Trade finance and home remittances
business will be increased through targeling new customers and products.

MBP will continue to invest in enriching its human capital capacity building through acquiring talent and continued
training. Efforts will also be made to improve ‘expense management’ and achieve greater operational efficiency.
Greater emphasis is being placed on improving internal conirols and regulatory compliance.

Statement of Internal Controls

The Board is pleased to endorse the statement made by management relating to internal controls including
management's evaluation of ICFR. The Managemeant's Statemeant on Internal Control is included in the Annual
Report - 2016.

Appointment of Auditors

The Board of Directors on the recommendation of the Board Audit & Compliance Committee, has recommended M's,
Grant Thomton Anjum Rahman Chartered Accountants and M's, EY Ford Rhodes Charlered Accountants to be the
external auditors of the Bank for the year ending December 31, 2017 at existing fee paid to them in 2016 subject to
approval by the shareholders in the Annual Genaral Meeting. Both the firms are eligible and have offered themselves
for re=appointment.

Annexures to the Annual Report-2016
The following are annexed to the Annual Report = 2016 and form an integral part thereof:

+ Overview of the Board of Directors’ Committees

« Groups® Performance Review

+ Corporate & Social Responsibility Report

+ Risk Overview

+ Stalement of Internal Control

- Statement of Compliance with Code of Corporate Governance
+ Pattern of Shareholding

Conclusion & Acknowledgement

Pleased with the performance of the Bank for the year 2016 and looking forward to achieving our goals in year 2017,
| appreciate and acknowledge the contributions of our Directors, senior management and our employees towards
the success and achievement for the year. | would also like to express our gratitude and appreciation to the
customers, shareholder and other stakeholders for their support and trust in NBP.

Faor and on behalf of the Board of Directors

Masood Karim Shaikh
Prasident (Officiating)
Karachi

Dated: February 22, 2017
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NBPﬁWM Remittance Account

EBeing the Nation's Bank, we aim to cater to the needs of our customers
throughout the country and also of the Pakistanis living abroad.

With NEP's Foree Remittance Service, vou can now receive money from
your loved ones anywhere in Pakistan, within minutes.

Service Features:
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24/7 Cash SME Alerts Chagua Boaokl Froa Foreo 1440 Account
Accessbility ATM Cerd Branches Statement
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HAR SAHULAT,
AUR BHI
BAA-SAHULAT

Being the Nation's Bank, we aim to cater to the needs of our
customers and promise to bring convenient and innovative
banking services. Introducing NBP Advanced Services, a set of
facilities that will provide you with hassle=free banking solutions,
anytime, anywhere.

Through our vast network of 1448 branches across the country,
you can now pay your taxes online, make transactions through
SMS, pay utility bills via 1 Link and take out cash from
conveniently placed ATM Points.

E-Payments
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SMS Alerts Computerized E=Payments
Payments Receipt

=

Pre-Scheduling Special Handling
of Tax Payments of Bulk Data
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OVERVIEW OF THE BOARD OF DIRECTORS’ COMMITTEES

The Board of Direciors has constituted the following commitiees to help in discharging its regulatory responsibilities
in an effective manner. Below is the summary of the committees’ structure and membership.

Mr, Farrakh Qayyum

Mr. Iitikhar A. Allawala

Mr. Tarig Kirmani

Mir Balakh Sher Marri
Mr, A, Akbar Sharifzada
Mr, Muhammad Naeem
Syed Ahmed Igbal Ashraf

No. of Meetings Held

Board Risk Board HR Board IT
Committee Committee Committee
e |

e
e |
] L
] ] L
] L
| L
L ®
08 04 o7 10

B Chairman @& Member

A brief of the functioning of each of the Board Committee during 2016 is summarised below:

Board Audit & Compliance Committee (BACC)

Members

Mr. Muhammad Magem - Chairman
Mr. Farrakh Qayyum

Mr. Tariq Kirmani

Mir Balakh Sher Marri

Mr. A. Akbar Sharifzada

Mr. Mikhar A. Allawala

Meetings held

o8

Performance &
achievements

AMNUAL REPORT 2016

The Board Audit & Compliance Committee is an advisory and assurance committee which
assists the Board in fulfilling its oversight responsibilities as per the approved charter. In
performing its duties, the Board Audit & Compliance Commitlee has maintained an effective
working relationship with the Beoard, the bank’s management and the intemal and external
auditors, The Committee reviewed, discussed and recommended the matters for
improvement in internal audit, compliance plan, regulatory issues, financial reporting,
corporate govermnance, internal controls, risk management, compliance with laws and
regulations, code of conduct and external audit. The Committes also reviewed the statemeant
of internal contrals and the bank’s financial results prior to submission and approval by the
Board of Directors.

The Committes initiated the ACCA training program during the year, The Committee ensured
that a permanent, dedicated and independent internal audit function exists in the bank which
has adeguate resources and staffing and is appropriately placed within the bank with related
skills and up-to-date knowledge of auditing techniques and banking activities, The Committee
also ensured effective coordination between internal and external auditors and recommended
the appointment of the external auditors of the bank to the Board of Directors.
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Members Mr. Iftikhar A. Alawala — Chairman
Syed Ahmed Igbal Ashraf

Mr. Farrakh Qayyum

Mr. Muhammad Nasem

Mir Balakh Sher Marri

Meetings held 04
Performance & BRC facilitates the Board of Directors in ensuring that the bank follows & implements risk
achievements rmanagement guidelines & instructions issued by the State Bank of Pakistan. The Commitiee

plays a vital role in improving the risk environment in the bank through active reviews of credit
& investment portfolio, NPL recovery strategy, risk management frameworks/policies and
other risk management models/tocls/MIS, ete.

BRC focuses on creation of sound risk culture across the bank. BRC continuously updates
itsell through orientation/training sessions on emerging risks. The Committee met 04 times
during the year 2016 and ensured the implementation of overall risk management policy,
review/endorsement of risk management frameworks i.e. ERMICAAP, risk appetite, interest
rate risk management policy, value at risk framework, development/approval of risk
tolerance/concentration policy and menitoring of progress of BPR & COS0 project,

Board Human Resource Committee (BHRC)

Members Mr. Farrakh Qayyum — Chairman
Syed Ahmed lgbal Ashraf

Mr. Tarig Kirmani

Mir Balakh Sher Marri

Mr. A, Akbar Sharifzada

Mr. Muhammad Nasem

Meetings held a7
Performance & The Committee is primarily responsible to review, monitor and make recommendations to the
achievements Board of Directors on NBP's human resource sirategy and policies pertaining to staffing,

compensation, benafits, training and related issues of strategic importance which affect NBP's
ability to recruit, develop and retain qualified and experienced employees needed by the bank.

Various HR decisions were taken by the Committee for improvement in compensation,
institutional discipline, overseas and other HR areas, The Committee also reviewed various
HR policies and recommended to the Board of Directors for approval. The Commitiee
conductad hiring interviews for bank’s key/senior positions and recommended to the Board of
Directors for approval, The Committee also recommended approval of pay packages for
officers, executives, clerical & non-clerical stafi.
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Board IT Committee (ITBC)

Members

Mr. Tarig Kirmani — Chairman
Syed Ahmed Igbal Ashraf
Mr. Iftikhar A. Alawala

Mir Balakh Sher Marri

Meetings held

10

Performance &
achievements

ANNUAL REPORT 2016

IT Board Committee is a high level steering committee comprising of four (04) members that
include three (03) NBP Board of Directors and NBP's CEOQ/President.

ITBC is responsible for taking IT related strategic decisions and overseeing their execution in
the bank's interest. The focus is to develop better priority setting, improved alignment with
business objectives and bringing benefits to the bank like business focus, priority,
fransparency and accountability.

ITBC is the govemnance body for reviewing, monitoring and prioritizing major IT projects from
a cross-functional perspective for the bank. The top three activities of ITBC include:

- IT project prioritization,
- overseeing project implementation and execution of projects and
- recommending the projects for approval to BoD,

The project of Anti Money laundering systems was implemented successfully in May 2016,
The project implementation was initiated in August 2015 and under ITBC's regular monitoring,
successfully implemented within approximately nine months.

As per the directive of above 1000 ATMs implementation, ITBC regulady monitored the
progress of the project with reference to all target dates, as a result of which the ATMs network
for NBP increased from 376 to over 1,300 country wide within two (02) years, Implementation
of Biometric enabled ATMs is also in progress which is regularly being monitored by the
Committes.

Furthermore, the Committee regulady reviewed the growth of Call Center operations, and
recommended valuable enhancements for improved Call Center functions. The focus of the
Committee is always towards achieving enhanced service quality measures for customer
facilitation.

Implementation of Centralized Complaint Management Solution for the bank is one of the
directives of the committee to ensure prompt and seamless complaint management process.
As a result, a dedicated complaint management system is deployed and complaints from all
channels are now being registered with complete folow-up process.

Important initiatives have been taken based on recommeandations of the Committee such as
implementation of Queue Managemeant Machines for strategically managing customer queues
at Branches; deployment of employee self-service and manager self-service module,
establishment of trade factory and dispute resolution unit, etc.

Additionally, the Committee also regularly oversees IT budget and spend in major financial
heads.
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Commercial, Retail Banking

Commercial, Retal Banking Group (CRBG) essentially covers
three business spectrums: distribution, product development
and transaction banking, CRBG markets its products on bath
sides of the balance sheet being liabilities (Le. deposit) and
assets (Le. commercial and retad loans).

MBP is industry's leading bank with approximately 55% share
of personal loan market, We offer “Advance Salary”™ as well as
“Cash n Gold Products” to meet the domestic requirement of
the consumers. Beside personal loans, MBP offers Saibaan
(Home Loan) and Bancassurance for housing and insurance
neads of its customers,

Medium  Enterprise, Commercial  and
Commodity Operations have been key
new iniatives during the year 2016.
We have sat up 10 Commercial &

SME centers at various cities

and plan to take the total to
16 centers  providing
dedicated services to the
SME and Commercial
clients to cater their
credit and non-credit
financial
requirements.

Besides, there has

been significant
growth In non=und

based business by
catering to the needs of
government and private
borrowers. On
commoadity financing, the
overall industry  scenario
remained competive as
pricing witnessed a negative
frend. It is expacted that margins on

this portfolio will remain subdued. Going
forward, the focus will ba to improve the overall
quality of credit portfolio besides capacity building and
venturing into new and untapped markets,

Through its e-Banking Division, CRBG has taken significant
steps in bulding multiple “Digital Financial Service™ platforms
like: launching of Prepaid Card, Branchless Banking and Cash
Management. For this purpose, multiple strategic partnership
accords were signed during the year 2016, While working with
its partner enfities, NBP delvered on muliple govermment
initiated projects related to delvery of financial services from
the govemnment to individual and vice-versa; as wel as
deployment of new technologies to enable the bank to issue
digital products that will bring the bank at par with peer
competitors in 2017, The bank crossed 1,300 ATM mark
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GROUP PERFORMANCE REVIEW -

2016

during the year with over 130 ATMs installed at different offsite
lecations,

CRBG made valuable contributions towards financial inclusion
of unbanked masses by delivering on multiple mandates of
both Federal as well as Provincial Governments, These
include government initiated projects through which PKR 30
bilion were disbursed to more than 700,000 individuals under
various schemes, Regarding payment flow from public to the
government, NBP has launched a state of the art digital system
for collection of various govemment fees and duties. This
sarvice anables individuals to digitally pay through thousands
of branchless banking agents across Pakistan. The bank

surpassed SBP  fargets of  Agridoan

disbursameant,

Corporate
Banking

The Corporate Banking
Group (CBG) has a
core focus on catering
the cradit and
non-credit basad
tinancial
requirements of large
corparate  customer’,
shaped around three

product lnes  Le.
Working Capital
Finance, Project
Finance and Trade

Business, CBG handles
one of the largest corporate
portfalio in comparison 1o all
financial institutions operating in
Pakistan, CBG Is an established
brand synonymous with an extensive
geographical footprint in the market The
group functions through five dedicated corporate
banking centers located at Karachi, Lahore, Islamabad,
Faisalabad and Multan, and focuses catering credit and
noncredit financial requirements of large corporate clients,
The Group has been a key contributor in arranging financing
facilies for various large scale projects of national interest,
During the year, the group made significant improvemant in its
assat quality by adding quality loan portfclio to its books and
improving the weighted average obligor risk rating.

Going forward, the Group is all set to materialize the business
opportunities emerging out of CPEC-related projects, revival of
show moving sectors i.e. construction, fransportation, efc.




Investment Banking

During 2016, Investment Banking at NBF was elevated in
status to a Group in recognition of the stralegic impaortance of
the function within the bank and its contribution to the bank's
financial position in terms of contribution to high-quality income
generating assets and its sustained leadership position in the
country’s investment banking arena. The Group handles all
project finance transactions, aranges syndication, provides
structured solutions to cater to the bank’s corporate customers'
capital raising requirements (including issuance of bonds,
listings, ate.).

The Group closed a number of landmark fransactions in 2016
induding the successful close of PKR 100 billion rated Sukuk
of 10-year tenure for the Neelum Jhelum Hydropower Project.
This is one of the largest lslamic transactions executed in
Pakistan to date and NBF was the sole mandated lead advisor
& Arranger and successfully aranged the placement in a
consorium of 16 banks.

The growth in year-on=year non<fund based income contribution
o MBP's income statement is indicative of the important
contribution of imvestment banking and with its elevated position
within the bank. It is expected 1o expand its rele in structuring
transactions in coordination with the other business units.

International Operations

With Intermnational branches and offices in 19 countries, NBP is
ane of the largest intemational franchises amongst Pakistani
banks. Our focus is on trade finance, syndication, LC
confimnation, Fl business, comrespondent banking and
remittances business. International operations of the bank
comprize of 21 branches spread over Morth America, Europe,
Cerntral Aslan States and Middle East. NBP is the only
Pakistani bank having five branches and two subsidiary banks
in Central Asia,

NATIONAL BANK OF PAKISTAN

Since 2015, dglobal economic activity remained subdued.
Growth in emerging market and developing economies which is
T0% of global growth has declined for the fifth consecutive year,
while a modest recovery continued in advanced economies.
Despite all the challenges, global slow-down and monetary
policy shifts; International Banking Group was able to show
revenue growth during the year. The International branches will
keep siriving in providing better services fo lis clients and
catering to banking neads of local as well of Pakistani nationals
living abroad. Intemational operations will remain focused to
explore new avenuas to ensure increase in deposit base and
trade business to reflect improvement in its funded and
non=funded income. We will continue further strengthening LT
platforms at International branches to ensure efficiency and
improvement through establishing effective compliance
controls, In coming years NBP will further enhance its foot print
by entering potential new markeats in China and Middle East.

Treasury & Capital Markets

Treasury & Capital Markets Group (TCMG) role is to optimally
rmanage the bank's Bquidity, foreign exchange, investmants in
money and capital markets for opfimal utiization of funds
consistent with the bank's strategy vis-3=vis global and domestic
rnarket outleok, currency volatifties and interest rate movements,

It is done keeping in view the soclo-economic indicators that
potentially and directly affects the policy rate, exchange rate
and the investment dimate of the country. The Group has four
business units. Financial markets Trading Division s
responsible for market-making, management of fixed income
trading and FX trading, The ALM Division is managing liquidity
and the banking book., Our Sales & Structuring Division
manages the dientrelated activity relating to global markets
and freasury products, whereas Equities Market Division
manages aquity investment and trading. All Divisions have met
their financial and other targets for the year and confinue to be
a major contributor to the bank's bottomn line profitability,

Carporaba Branch lslamabad
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Assets Recovery

In the last two vears Assets Recovery Group (ARG) recorded
averall significant reduction in NPLs through cash recovaries
and dedassification. During the year the group made structural
adjustments and also segregated its portfolio for more focused
recoveries.

MPL cases have been prioritized in terms of recovery prospects,
Additionally performance evaluation of legal counsels is being
continuously monitored to enable speedy recoveries.

Islamic Banking

During the year under review, “Aitemaad lslamic” Banking
overall balance sheet size has grown by 160% increasing to
R=. 35,814 million from RAs. 13,723 million in December 2015,
In fine with the growth, deposit base increased by 161%
reaching Rs. 33,088 milion from Rs. 12,701 milion in
December 2015.

Islamic Banking branch network increased from 72 in
December, 2015 to 118 as of December, 2016; and is targeting
192 branches by converting 34 convertional branches into
Islamic and opening 40 new Islamic branches as of Decemnber,
2017, Going forward, the bank plans to launch new Islamic
banking liabilty and assat products, To ensure provision of
online facilities to the customers, all Islamic banking branches
have online connectivity with entire netwark, Currently, Islamic
branches have installed 72 ATMs and have a target of
reaching one to one ratio of branches to number of ATMs by
the end of 2017,
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Global Home Remittances

Global Home Remitance Management Group (GHRMG)
continues to provide fast, convenient, reiable and cost
effective home remittances services to its customears, With our
large network of overseas cormespondents worldwide,
customers can now send their remittances to Pakistan through
Mational Bank of Pakistan from any part of the world. NBP
faciftatez milions of beneficiaries fo collect their home
remiltances even in the most remole areas of the country
where no other bank operates.

Keeping in mind the importance of finandial indusion, special
focus was given to comvert cash over the counter customers to
account holders by offering them our specialized product ‘NBP
Foree Remittance Account’. This year, addressing customers’
demand, cument account version of the "Foree Remittance
Account” was also launched which s showing promising results,
The “MBPF Foree Remittance Account” not only induced the
customars to visit our ATMs to collect their remittances but also
increased the deposit base of the branches.

In 2017, the bank intends to procure and roll out new robust
remittance software based on state of the art technology.
Further, the group has been actively involved in various
marketing campaigns with some major tie=ups in KSA, UAE
and other major remittance centres which atiracted excellent
feadback from print/ electronic media, participating agencies
a5 well as from the customers. The bank plans to launch many
technologically advanced value added products in the near
future for Mor-Resident Pakistanis. We are looking into
diversification of our remittance distribution network through a)
alternative delivery channels (moble wallets, mobile apps) and
b) distribution agents (POS terminals, petral pumps, courier
companies and telecom operators). We are also signing




agreaments with the top money sending business companias
across the globe to make it expaditious for the remittance
customer to receive their remittances from across the globe
without any hassle.

The biggest challenge facing the over-all remittance business of
Pakistan is educating the customers o use |egal channels for
remittance and avoid using “Hawala" and "Hundi”. The bank is
working closely with SBP and various other stakeholders in
educating the expatriates to use legal channels for sending thedir
remittances. This will not only increase our business but will also
increase the remittance volume of Pakistan,

Operations

The Group functions fo achieve greater customer facilitation
and increase non-fund based income. The bank has achieved
automation of government pansion payments by automating
all refated tasks including calculation of amount of pension due
(with all adjusiments applicable). During the year the group
also achieved implementation of various projects including
installation of business machines, biometric devices for
account opening. The Group also set-up a trade factory.

In order to achleve greater customer facilitation and an
increase in fee= based income, the bank is pursuing the goal of
automating government receipts & payments process. This
initiative has significantly reduced the tum=around-time (TAT)
and also enhanced efficiencies besides cosis savings
associated with govermment receipts & payments,

As part of product innovation, NBF was the first bank to
intreduce ATM points where multiple ATMs had been
installed wnder one roof creating more comfort for
customers. The bank, for customers’ facilitation, has
introduced Interactive Voice Response (IVR) facility for
cards' activation. Our “PEGHAAM" service promises
delivery of alerts as and when a financial transaction takes
place in subscriber's bank account.

Our e-payment facility, earlier available for large taxpayers,
has now been made available for other taxpayers having an
account with the bank for making their tax payments
alectranically.

& ‘@)
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Credit Management

Credit Management Group (CMG) performs a wide range of
functions at the bank induding assessing and approving loan
applications jointly with the business groups, credit monitoring,
policy formulation and conducting industrial and economic
research for the bank. At its core, the goal of the CMG is to
support in improving loan asset guality to prevent NPLs.

Dwuring the year 2016, the group made significant contributions
towards improving asset quality by curtailing exposure on high
risk loans and increasing exposure on low risk loans thus
resulting in improved yields. This was achieved through setting
minimum oblgator risk band for fresh lending and identifying
the riskier business segments and industies where the bank
should avoid further exposure. Besides improving asset
quality, the Group contributed towards strengthening cradit
management function by developing and implementing new
financial institutions’ credit risk poloy and country risk policy,

Logistics Support

Logistic function has alays been vital in progress and
development of any business especially in services secior,
During the year under review, major logistical milestone
achieved Include procurement of owver 1,000 ATMs,
procurement of 1600 various biometric devices to faciltate
account opening and pensions payment etc. The bank also
completed the project of instaling akernate energy (solar
power) at above 300 ATM sites, leading to more environmental
friendly and energy saving work platform, A large number of
branches were renovated during the year, induding renovation
& refurbishment of corporate centres at Lahore and Islamabad.

Risk Management

Risk Management Group (RMG) is a proactive function in the
bank identifying, assessing, monitoring and controlling the risks
attached to our business, RMG functions as an independant
group reporting directly 1o the President with dotted line reporting
to the Board Risk Committee (BRC). The group structure is
constituted in a way so0 as to have a focused approach
encompassing all material risks that the bank may be exposed to.
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BMG acts as a second line of defence in the overall risk
management structure of the bank, assuming the role of
setting the overall risk management framework, development
of tools & systems for effective risk management, risk oversight
along with review and reporting of deviations of activities from
sot standards. Besides, AMG is also effectively confributing
fowards BPR & COSO implementation., Several initiatives
taken and achieved by the Group in 2016 indude establshing
Enterprise Risk Management Wing, formulating & updating
various policies related to interest rale risk management,
internal risk rating model for borowers, Internal Capital
Adequacy Assessment Process (ICAAP), risk appetite
statement etc, For year 2017, the group is targeting, inter alia,
to develop faciity risk rating model, equity dashboard and PV
madal for partfolio stress testing.

Compliance and Audit

During 2016, Audit & Inspection Group (A&IG) conducted audit
of domestic and overseas branches, controling offices and
subsidiaries as pert audit plan approved by the Board Audit &
Complance Committee. Moreover ASIG also conducted
special audits and snap audits of various domestic branches.
The Group presented significant issuesfaudit observations in
BACC meetings for deliberation and necessary directives o
the management. The Group alkso apprised senior
management and the Board on their finding and status of
rectification of issues highlighted in its audit report. ARIG also
made contributions  fowards  identifying  appropriate
methodology for improvements in Internal Contrals with
ulimate objectives to minimize fraud incidences, costs controls
and to improve operational efficlencies of the bank, The Group
also confributes fowards trainings & development courses
offered at NBP staff colleges for improving the effectivenass
and efficiency of the internal auditor as well as branch staff.

Complance function at NBP continuously strives for improving
the compliance environment and minimizing compliance risk
for the institution through independenty assessing compliance
rigk, and evaluating banks interal controls for adharence to
apphcable laws, rules and regulations, including identifying
compliance issues and independently reporting on the state of
compliance activities across the institution,

The NBF's approach towards the management of compliance
risk is covered in Compliance Policy, which outlines the
requirements of the compliance program, and defines roles
and responsibifies related to the implementation, execution
and management of the compliance program. These
requiraments work fogether to drive a comprehensive
risk-pased approach for proactive identification, management
and escalation of compliance risks throughout the institution.

Complance Group is committed to the highest standards of
AML/CFT. Ih order fo strengthen its AML structure complance
group has succassiully implemented Safe-Waich (Name Fiitering
Solution) and transaction monitoring system, Financial Crime &
Conirol Management (FCCM), one of the top ranking systems in
the wordd. In addition, we have also appointed a team of
experienced professionals in order to timely process AML alerts.
Al present, fransactions monitoring, know your customer and
case management modules are functional in FCOM.
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Compliance Group is also dedicated to create value for both
internal and extemal customers whilst meeting its regulatory
obligations. This includes maintaining a fraud and cormuption
prevention culture, Compliance Group alse revamped (s
Fraud Risk Management Wing and armed it with two additional
units  induding ADC  Surveillance and Detection/
PreventionWhistle blow., The bank has also successfully
implemented Foreign Account Tax Compliance Act (FATCA)
across its global network and also played an effective role in
complance of this intermational initiative.

Further, as part of its pursult of capacity building and
knowledge development of bank staff, cross functional
consuktation sessions on regulatory framework  were
conducted and regular training and testing programs were
rolled out.

Information Technology

Qur IT team is progressively moving from a back-office support
function to a front force for sirategic banking initiatives,
enhancing the value and translorming the perception of the
bank from branch-centric (product-focused) to muli-channel
(cllentcentric) and ultimately to selfdirected services
(digitabecentric). IT has taken measures such as strengthening
and standardizing the bank's infrastructure in respect of
security, communication and networking,  achieving
interbranch connectivity, automation of existing services,
introduction of wvalue-added services, strengthening
deliverables of multiple ADCs by enhancements in call centras
operations, and expanding the ATM network and its
functionalities.

During 2016, NBP achieved further miestone in improving
functionality and output of recently rolled-out core banking
application Al Islamic banking branches were migrated to CBA
lslamic as wel,

The Bank's ATM network in 2014 comprised of 376 ATMs
which has now increased to over 1,300 machines. Installation
of additional ATMs is planned for next year, taking bank's
ATM network to over 1500. Furthermore, progress has been
made to equip the IT infrastruciure to support newly
infroduced products  for lslamic  banking customers,
supplementary ATM cards, online inter branch transfers
thraugh ATM, remittances, ete.

Improvements have also been made in call cenire operations
by integrating Islamic banking customers’ data with the call
centre. Our call centre fumctions now indude SMS
notifications, complaint registration, issues regarding ATM
functionality, ATM card activation and deactivation.

Furthermore,  customer-cenidc  services  successfully
implemented incude e-statement registration/sign-up service
for customers enabling them to receive an electronic version of
the account staternent at their registered email addresses. To
further strengthening operational and compliance processes of
the bank, key systems have been deployed for better fracking
by the management.
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WE ARE THE

NATION'S BANK

Being the "Nation's Bank” with a AAA rating (JCR-VIS), NBP is benchmarked as a catalyst for
economic growth, serving the diverse needs of the country through its large branch network,
universal banking capabilities and multiple delivery channels.
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CORPORATE
SOCIAL
RESPONSIBILITY

Corporate Social Responsibility (CSR) is an integral
part of NBPF's corporate policy. As a leading financial
institution in the country, NBF has taken various
initiatives that demonstrate itz resolve towards the
community at large. The bank Iis running a
full-fledged CSR Program to bring positive changes
in society by improving life quality of underprivileged
gnas. In addition to its demarcated and pre-defined
areas of Education, Health, Special Persons,
Women & Child, the bank is always there for the
relief of affected people in case of any natural
disaster or calamity that the country faces,

We believe that looking after underprivileged
communitias is synonymous to serving the nation.
MBF has a welHunded Corporate Social
Responsibility programme focusing on education,
healthcare, infrastructure development, water
resource development and enhancing livelihood
generation skills, During the year, NBP spent around
Rs. 53 million on CSA activities.

To ensure progress, quality of work and transparency
in utilization of funds under CSR schemes; NBP
regularly monitors project activities. The bank has
initiated a wide range of projects, including health
care provision of free primary health care, hospitals,
mobile dispensaries, scholarships for local students,
infrastructure  development and upgradation of
academic institutions.
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At NBF, we beleve that education plays a vital role in economic development and poverty alleviation in the
socialy, Keeping that objective in mind, the bank is performing its social duty to uplift the educational
standards in the country by financially supporting various educational institutions on a yearly basis assisting
thase in carrying out imparting education and other skills to financially constrained students, Scholarship &
Adaplion carried oul by NBP during 2016 include:
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PFrofessional Education Foundation, Karachi Development & Research at Habib University
Sargodhian Spiril Truwest 10 Foundation, Karazhi.

1BA Sukkur 15 Mativational Voluntear Empowermant Program-
WISE College, Lahore 3 Lahare by Family Educational Service Foundation
Namal College, Mianwal 5 BB Orphan houses for students at Roshnl Homes
Sindh Madressatul Islam University, Karachi, 20 Trust, Lahore,

TCF, Mowshera KPK - One year expenss for enlire class Celebrations of 70 National Book Day.

High School Tehsll Pazza, Baluchistan Various Waorkshop for the young minds at LUMS, Lahora,

Sponsoring workshop "Hope Model United Mation®,

ORANGI ACADEMY
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Realising the importance of participating in the betterment of health standards. NBP has entered into a
partnership with various NGO's & institutions, and arranged various madical, eye and fistula camps in remote
areas all across Pakistan NBP also helps in upgrading the infrastructure by providing financial and in-kind
support to many hospitals and organizations by providing medical equipment.

8 __ p-oww

Health Care initiatives by the Bank in 2016 include:

+ A 3 Day Medical Camp in Pashin, Balochistan

+ Adoptad a fermnale patient ward in Mary Adelaide Leprosy Centre, Karachi

+ AMadad Welfare Society to Purchase Medicines at Saman Goth, Karachi

+ Frew distribution of Meal for the poor in Khana=Ghar (Food Housa)

+ Dialysis of underprivileged kidney patient, Pak-Kidney Institute, Islamabad

* Distribution of Ramzan Food Package Packets in Lyari, Karachi

« Donated health care equipment to Gulab Devi Chest Hospital, Lahore

* Donated medical equipment to AlMustafa Trust Medical Centre, Lahore

= Financial support for patients at Afzaal Memorial Thalassemia Foundation, Karachi

= Financial support to Fatimid Foundation Kidney Cenire, Quetta

+ Financial support to 'Struggle against Disabiity International Association!, Murree

+ Infrastructure support to The Aga Khan University Hospital, Karachi

+ Installation of hand water pumps in remate areas of Sindh and Punjab

+ Installation of water purification plant at Kashki village, Ziarat

* Medical camp at Firdous Golony, Karachi

+ Supply of Food to 10 deserving patients for 11 months at Koohi Goth Hospital, Tharparkar
+ Supply of infusion pumps for NICVD, Karachi

+ Supply of Wheel Chairs & Stretchers to Abbas Institute of Medical Sciences, Azad Kashmir
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Faor many years, the crganizations that represent people with disabilties have regarded corporate social
responsibility and sustainability as suitable and appropriate arenas to spread awaraness of disabiity,
MNBP rose to the occasion to provide independent cpportunities, confidence and fitness to handicapped,
which encourages them to take part and become active members of the society.

Infrastructure & Equipment support extended for:

* Children Programme by Special Children School (PNAD), Mauripur, Karachi

« Deaf Reach School by FESF, Karachi

= 05 Chikren adopted at Ida Rieu Welfare Asscclation for Blind, Karachi

« Pakistan Association of the Blind, Karachi

+ Deparment of Spacial Education Government College of Homea Economics, Lahare

Wheel Chairs, Tricycle and White Cane:

+ Pakistan Disabled Foundation, Karachi

* Tricycle to Karachi Omide Emdemt Living Centre

+ Mach development Foundation, Ghotki

« Disabled Welfare Association, Khairpur

+ Agsociation for the Rehabilitation of Physically Disabled

@ Sports activities for special persons:
+ 7th NBP Wheel Chairs Cricket Tournament, llamabad
« T=-20 Blind Cricket Tournament in Bahawalpur and Quetta
* Punjab disabled pecple-Power Lifting Champicnship, Lahore
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Women & Child
O
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We believe empowermeant of women in developing countries is essential fo reduce poverty, Economic
inclusion of women can play an important role In social and economic welFbeing of the soclety, Many
women and infants in remote small towns and vilages face difficult economic conditions, NBP extends
them a helping hand for respectable living and social uplft. NBP has taken various initiatives like
arganising vocational training, women sports evenis and supply of equipment,

|
Women Vocational Program:
« Vocational training sessions were organised in Abbottabad, Bhakkar, Sheikhupura,
@ Gilgit Balfistan, Mulian, Quetta and Skardu, where each training session was for 2
(e ] weaks enrolling 25 woman paricipants, Parlicipants ware imparted with training on
stitching, sewing, embroidery etc. Upon completion of training all the participants

[lzﬂ were given embroidery and sewing machines for a regular income stream

Sports events arranged:

= Sepak Takraw Team participating 31* King's Cup Werld Champicnship
+ Sponsorad fund raising fashion show in Islamabad by Pink Ribbon

Events sponsored include:

« Suppaorting 10 orphanage students at Minerva Education System, Karachi.

* Meena Bazaar by Behbud Association of Pakistan, lslamabad

= British Women Assoclation Charity Bazaar, Karachi

= Hired a 14 year old female chess player on stipend who participated in the National
Chess Championship

« Womean & Child Medical Camp in Lema Goth, Karachi
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MBP is playing a commandable vital role in establishing and promoting the national and regional cultural
nerms. We supported & sponsored various events like:

\,

-
* Conferance on “Safety of Journalists & Combating Impunity™, Karachi
« KOMPAL Child Abuse Prevention Society Charity Drama, Karachi
« Renovation of National Police Bureau Library, llamabad
* Theatre at Jamshed Memorial Hall, Karachi
* Theatrical Play by Make Balieve Producticn, Karachi
* International Anti-Corruption Day Seminar & Awareness Walk by NAB, Sukkur
* Human Rights Society of Pakistan (HRCP) "Life Time Award™
* Louis Braille Talent Award Organization by “Special Childran Monthly"
» Quaid-g-Azam Gold Cup Cycle Race, Karachi
+ Traffic rules awarenass walk in collaboration with Sindh Traffic Police
+ Seminar and lecturas on anti=smoking and addiction
= Sponsored a Pakistani movie named 'Salute’, it's a story of a chikd named Aitezaz Hassan,
whao sacrificed his own life to save the children of his school in a terrorist attack
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Sports

Qur achievements in sports were as follows:

Hockey:

* Hockey Junior Team winner of National Hackey Championship

+ Hockay Sanior Team Aunner-up of Mational Hockey Championship

« Hockey Sanior Team winner of Chief of the Maval Staff Hockey Tournament
* Hockey Senior Team 3rd Position 8-A Side Hockey Toumament

Football:

* Runners up in PFF Football Cup, Lahore

Chess:

« Won world chess master award at Workd Chess Olympilad, Azerbaijan

C—

Snooker:

« Won NBP Ranking Snookar Championship=2016 00

(o]e]e)]

Badminton:

+ Won ladies singles and doubles event “International Badminton Tournament”, Islamabad
« Won men single and doubles event “Intemational Badminton Tournament”, lslamabad

« NBP's Men Team, Team event runners=up Naticnal Badminton Championship 2016

+ NBF Women Team, Team event runners-up National Badminton Championship 2016

« Waon National Badminton Championship 2016
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Get more from
your gold with
NBP Cash & Gold

(Get instant cash by securing your gold)

Features

* Flexible repayment terms * No early payment penality

+« Competitive rates * No minimum income requirement

*» Quick & hassle-free processing * Available at your nearest NBP Branch
*  Minimum documentation

Purpose
* For education, marriage and any other domestic needs

Eligibility
* Anyone aged between 21-65 years can apply




NBPCash"

Ready Cash against Gold
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RISK MANAGEMENT

The very nature of our business transactions has associated to it, to
varying extent, one or more type of risks, Our responsibility is to
proactively identify & assess measure & evaluate and respond to
such risks through devising effective policies for the tolerance of each
risk category, or combination of risks, at each level of business
activity. Maintaining our risk profile at an acceptable and appropriate
level is essential to ensure our sustainable performance,

Our mission of maximising stakeholders’ value through sustainable
growth iz achieved through informed rizsk decision-making and
superior risk & capital management supported by a consistent
risk-focused culture across the bank. Based on our approach to the
risk management, the Board has approved various policy documents
that set the parameters to achieve effective risk managementL

The bank has in place a weldefined risk management strategy with clear objectives and deliverables through
multi-pronged risk management processes. Our risk management strategy covers those risks incurred by the bank
that are foreseeable, continuous and material enough to merit establishing,

At a strategic bevel, the bank's risk management objectives are to:

= Mdentify & assess significant risks to which the banks may be exposed o

- Timely respond to the identified risk through formulating bank's risk appetite

= Ensure that business profile and plans of the bank are consistent with the risk appetite

- Optimise riskireturn decisions by aligning them to business objective of achieving sustainable optimum growth

- Manage the risk profile of the bank to ensure that specific financial deliverables remain achievable under a
range of emergent business conditions

We follow a prudent path to risk management through effective tools to keep the bank safe, achieve corporate
sustainability and minimise losses within the defined risk tolerance levels. Stralegic goals, embedded into our
approach to risk management, are to maintain a robust framework, identity and escalate risks and support sustainable
business growth through optimum risk-reward decisions. The aim of the risk management sirategy is to enable the
management to identify & assess the risks, respond through formulating effective mitigating tools and monitor the
effectiveness of the response,

Identify & Assess: Al business groups are responsible for risk recognition & assessment and development of
controls in their respective areas of operation. As part of risk assessment process, the groups ensura that not only the
relevant risks are identified but their implicalions are considered and basis provided for managing and measuring (as
far as possible) the risks,

Respond: Risk Management Group ensures that effective controls are in place to mitigate each of the identified risks
considering its impact and likelihood and such controls are reviewed on a regular basis to appropriately address any
new risk or risk not managed wel previously. The resulls of risk assessment are reviewed at various levels within the
bank including Executive Risk Management Committes (ERMC) with summary assessments shared with Board Risk
Committee.

Moniter: Once the principal risks have been identified and measured, and mitigating controls have been put in place,
progress towards objectives is tracked continuously. At NBP, risk monitaring is a proactive and ongoing process which
may prompl a re=svaluation of the risks and/or changes in mitigating responses. It includes ensuring the risks are
maintained within overall risk appefite, and checking that risk controls are functioning effectively without jeopardising
value creation objective of the bank.
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Our Approach towards Risk Management

We follow a prudent path to risk management through effective tools to keep the Bank safe, achieve corporate
sustainability and minimise losses within the defined risk tolerance levels, Strategic goals, embedded into our
approach to risk management ara to maintain a robust framework, identify and escalate risks and support sustainable
business growth through optimum risk reward decisions. Our approach to risk management evolves around the
following:

Risk Appetite/ We have developed and implemented risk appefite/tolerance limits/levels for credit, market

Tolerance & operational risk areas. These are regulardy analysed and reported to the Board and senior
management.

Responsibility and Individuals who take or manage risks clearly understand them in order to protect the Bank

Reward from avoidable risks. Individuals related to risk activity are responsible to ensure compliance
with the risk management framewoark.

Goal Congruence Risk-taking decisions are in line with the corporate mission goals, and the Bank-wide
strategy set by the Board allowing the Bank to undertake more productive risk=taking
activities or to restrict high riskflow retumn activities.

Risk-Return Business decisions optimize, as far as possible, the risk-return trade-off,

Trade-0ff

Capital Adequacy Sufficient capital is always available as a buffer to absorb risks.

Value Addition Risk avoidance does not impair our goal of increasing shareholders' value.

Risk Governance Structure

The Board is responsible to ensure active oversight over implementation of policies and frameworks so as to prevent
any significant financial loss or reductions in shareholders’ value that may be suffered by the Bank. Therefore, it is the
responsibility of the Board to ensure that policies and frameworks are in place to recognise all significant'material risks
to which the Bank is/may be exposed and that the reguired human resource, culiure, practices and systems are
adequale to address such risks. The Board and its relevant commiltee, i.e. BRC and the senior management along
with its relevant committees i.e. Credit Committee, ERMC, ALCO, etc, are responsible to ensure formulation and
implementation of a comprehensive risk management framework through its committees:

Board Risk Board Audit & Executive Risk Risk Management
Committee (BRC) Compliance Management Group (RMG)
Committee (BACC) Committee (ERMC)

It comprises of the President
and four non-axecutiva
diractors with the Chairman
being a non-executive director,
BRC is essentially a Board
level aversight committes to
perform the risk management
activities on behalf of the
Board and is the highest risk
related policy=making and
suparvising body for all types
of risks faced by the Bank,
notably credit, market, Bquidity
and operational risks. BRC
maniters bank’s risk profile
against the agreed financial
appetite,

The BACC receives regular
reports on the effectiveness of
internal control systems,
quartedy reparts on material
control Issues of significance,
quarterly papers on accounting
judgements.

ERMC is a senior
managemeant body mainky
covering risks from an overall
perspective of strategy,
policy/frameawork
development, assessment/
measurament toals, MIS
framework and Basel
framework implementation,
whereas routine aspects in
ralation to such risks shall be
managed by the RMG. ERMC
has representation from
various business and support
groups.

Risk Management Group
exists as an independent
group, i,&, separate from
approvals, reporting directly
to the President with a dotted
line reparting ta the BRC, The
group is responsible to
perform the functions
pertaining to development
and oversight of the risk
framawork, methodology and
other functions assigned from
time to time for ensuring
complianca with the local
regulations.
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Risk Framework Implementation

The bank implements risk management framework through a Three Lines of Defence’ model which defines clear
responsibilities and accountabilities for various offices and ensures effective & independent oversight and assurance
that the activities take place as intended under the risk management framework,

+ The First Line of Defence: Business groups, jointly with the Credit Management Group have a primary
responsibility for identifying, measuring, monitoring and controlling the risks within their areas of accountability.
They are required to implement effective procedures and controls to ensure compliance with the related policy
requirements, to maintain appropriate risk management skills and to act within defined parameters as set and
approved by the Board.

* The Second Line of Defence: Board Risk Committees, Risk Management Group and the Compliance Group
perform integrated function of oversight and independent challenge to the effectiveness of risk management
actions taken by business groups.

+ Third Ling of Defence: Board Audit & Compliance Committee and Audit & Inspection Group provide an
independent, objective assurance and consulting activity designed to add value and improve risk management
functions of the bank. A&IG helps the bank accomplish its objectives by bringing a systematic and disciplined
approach to evaluate and improve the effectiveness of risk management, control and governance processes.

Qur approach to ‘Risk-Opportunity Materiality’

For the bank, risk is both, a burden, and an opportunity, The most significant and critical risks that arise out of our
transactions, and may materially impact on delivering against our strategic priorities in a sustainable manner broadly
relate to Capital, Liguidity, Credit, Market and Operations. A risk and an earning opportunity is considered material if
the same is expected to affect the financial position or financial performance of the bank.

Risk Relevance & Mitigating Approach

With our mission to capitalise on every opportunity to maximise stakeholders’ value, our responsibility is to proactively
identify, measure and evaluate such principal risks, and to devise mitigating policies for each risk category without
losing an earning opportunity. Principal risks that the bank faces, together with their mitigating factors, are outlined
below, a detailed disclosure of risk mitigating strategy is given in note-41 of the financial statemeants,

Capital Adequacy:
- Wae keep our Capital Structure strong enough by maintaining capital adequacy ratios far above the minimum

national requirements set by the central bank and as required under the Basel framework.

- We carry out capital adeguacy assessments on a quarterly basis to make sure that a strong capital structure is
always maintained. Our capital adequacy is certified by our external auditors.

- As of December 31, 2016, our Capital to RWA ratic was 16.54% against the minimum requirement of 10.65%.

Liquidity & Market Risk:

- We enjoy a strong and diversified customer base with reliable stream of deposits, This, coupled with our
strategies to maintain a sound capital structure and the optimal risk bearing asset-mix, keeps our bank liquid.

- Our balance sheet is diversified across a wide range of geographical regions, customer segments and products
that serve to mitigate liquidity, concentration and market risk.
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GLOBAL WHISTLE BLOW POLICY

Whistle-Blowing/Speak-Up Policy

Whistle-Blowing covers reporting of incidents of
miscanduct, involving or affecting an organization to
enable the organization to take appropriate action. Itis
a window to obtain feedback on issues bordering on
both corporate governance, as well as reputational
risk related issues, escalated to the highest levels of
the Bank.

Objective and Scope

This policy aims to set out the Bank's written, formal
updated whistle blowing policy, covering local
operations, global operations as well as all subsidiaries
of NBP, This policy consists of responsible and effective
proceduras for disclosure and/or reporting of misconduct
and impropriety observed by any employes, vendor or
any stakeholder within the country or in our overseas
operations. This policy will ensure implementation of
famous saying that no one is above the law.

MBP defines whistle blowing as alerting the bank
authorities that an individual or group of individuals have
commitied or are going to commit offences that are
considered to be unethical, improper and have broken
the standard norms and prevailing practices of the Bank,
By escalating these potential issues, the Bank will be
made aware of these concerns and is alerted that its
interests and the interests of stakeholders are being
compromised, or at the risk of being harmed.

This policy will be interpreted in conjunction with the
Bank's Code of Conduct and it is important that all
employees (local, overseas as wel as subsidiaries) and
all stakeholders to become familiar with both the "Global
Whistle Blow/Speak-Up Policy and the Bank's “Code of
Conduct” before proceeding with raising a complaint or a
cOncem.

Implementation & Monitoring of Global
Whistle Blow/Speak-Up Policy

NBF's Board Audit & Compliance Committee (BACC)
will review the overall implementation and monitoring of
the policy and any recommendations for action
resulting from investigations lies with NBP's Board
Audit & Compliance Committee (BACC), whereas
day-to-day responsibility for overseeing and
implementing the policy has been delegated to the
Group Chief Compliance Group.

Protection to a Whistle Blower

By setling up the necessary procedures safeguarding
confidentiality and offering anonymity, the interests of
the whistle blower are protected from possible

harassment or viclimization by those accused of
misconduct. Any person who makes a disclosure or raises
a concern under this policy will be protected if the parson:

+ Discloses the information in good faith

- Believes it to be substantially true

» Does not act maliciously or make false alegations
+ Does not seek any personal or financial gain

Reporting Procedure

The Whistle Blower while ensuring that incident comes
within the scope of Whistle blowing/Speak-Up and
hefshe has valid information that some
misdoing/misconduct is being done by histher colleague
(including seniors, juniors) in any office of the Bank
locally or in any overseas locations will report the same
to Group Chief, Compliance Group, Head Office, Karachi
using any of the below mentioned channel(s).

The Group Chief

Compliance Group

Mational Bank of Pakistan

2nd Floor, Haad Office

11. Chundrigarh Roaed, Karachi

Telephone: (92-21) S8220549, Fax: (92-21) 99220650

If alegation is against the Compliance functionaries, the
whistleblower will report the matter to Group Chief Audit
& Inspection Group using any of the below mentioned
channel(s),

The Group Chief

Audit & Inspection Group

Mational Bank of Pakistan

2nd Floor, Hoad Olfice

). Chundrigarh Road, Karachl

Telephone: (82-21) 822091 1=2, Fax: (82-21) 98220713

Allegations of suspected wrongdoings or complaints
relating to the Bank's accounting, internal controls,
auditing or financial reporting matters involving CEOQ
andfor President or any complaint against any Group
Chief are to be reporied to The Chairman Board Audit &
Compliance Committee (BACC) using any of the below
mentionad channal(s);

The Chairman BACC c/o Secretary Board
Mationg] Bank of Pakistan

2nd FAoor, Head Offica

L1, Chundrigarh Fioad, Karachi

Talophone: [92-21) §5212180, Fax(S2-21) S9220192

To make the Policy successful, it will be the responsibility
of all at the helm of affairs in the HO, Regions, Branches
and overseas operations to ensure that all the direct
reports are aware of this policy.
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COLLABORATION WITH INMOVATION

STATEMENT OF INTERNAL CONTROL

Reporting of Internal Control System

Bank's managemeant has established and is managing an adequate and effective system of Internal Contrel which encompasses
the policies, procadures, processes and tasks as approved by the Board of Directors that faciltate effective and efficient operations.
The management and the employees at all levels within the bank are required to perlorm as per these approvad Internal Control
System components. The Internal Contral System ensures quality of external and internal reporting, maintenance of proper records
and processes, compliance with applicable laws and regulations, and internal policies with respect to conduct of business.

The management ensures that an efficient and efiective Internal Control System s in place by identifying control objectives,
reviewing existing procedures and policies and ensuring that control procedures and policies are amended from time to time
wharever requirad,

Howewvar, the bank's Internal Control System has been designed to manage rather than eliminate risk of failure to achieve objectives
and can only provide to the bank's management and Board of Directors with reasonable but not absolute assurance against
material misstaternent or |oss, Since establishing and bringing improvement in controls are ongoing process that includes
Identification, evaluation and managemant of ignificant risk faced by the bank, the management of the bank has adopted GOS0
Internal Controls — Integrated Framework in order to comply with the SBP Intemal Control Guidelines.

The bank has engaged external consultants to assist them in implementation of BPR & COSO0O project. BPR is essentially a
Business Process Improvement' transformation project undertaken with the core objectives of transforming the organization's key
operating strategies, structure/ governance, processas, systems and MIS by benchmarking them to international best practices and
ensure effectivenass and efficiency of business operations to enable the organization in meeting its overall business objectives,
One of the core focus area is to ensure alignment of policies & SOPs with CBA, allied systems and other automation initiatives to
optimize technology investments. Since ICFR is one of the components of COS0, the management intends to align its current ICFR
with BPR/ACOSO project, which has achieved various mile stones including Process Inventory — Businass Process Review and
scoping study, documentation of Process Objectives, As Is Process documentation, Benchmarking with best local & international
practices, Remediation, Planning, Development of Risk Controls Matrices (COS0 Specific) and Development of Management
Tasting Plans (COS0 Specific).

SBP vide its BSD circular no. 7 dated 27 May, 2004 has issued guidelines on the internal control for all Banks/DFIs (SBP Internal
Control Guidelines) and in arder to ensure consistency in the process of compliance with in the internal control guidelines, SBF vide
BSD circular no, 5 dated 24 February, 2009 has provided a roadmap (the SBP roadmap) identifying various activities/ stages
imvolved in the Internal control program.

The bank with the assistance of Consultant has completed various stages of ICFR set out in the SBP roadmap while work on
remaining stages is being performed in consultation with Consuliants.

Evaluation of Internal Control

The bank has an independent Internal Audit & Inspection function in the name of Audit & Inspection Group with three Regional Audit
& Inspection Offices that conduct audit of Branches, Regions, Subsidiaries, Staff Colleges and Groups at Head Office on an
on=going basis to evaluate the efficiency and effectivenass of Intemal Control System. In addition to that Compliance set up is also
in place with 145 independant branch compliance officars in Category-lll Branches and 23 Regional Complance Control Heads with
supporting staff to take care of Compliance related issues to strengthen the control environment.

Far the year 2016, the Bank has made its best efforts to ensure that an effective internal control system continues to parform in letter
and spirit. The observations made by the external/internal auditors and regulators in their respective auditsfinspections are promptly
reviewed and measures are taken by the Board, Board Audit & Compliance Committes and managemeant for rectification of such
observations to safeguard the bank’s interest,

Based upon the results derived from review by Audit Group and Compliance Group during the year, the management considers that
the Bank's axisting Internal Control System is adequate and has been effectively implemented and monitared. However, being an
ongoing process, as stated eadier, the management would continuously be evaluating efficacy of its in-built contrals to enhance and
further strengthen the cverall Intermal Contral System of the Bank.

Based on the above, the Board of Directors have duly endorsed the management's evaluation of internal controls including ICFR in
the attached Director's report.

Aamir Sattar Abdul Wahid Sethi Muhammad Faraz Halder
Chief Financial Officer Group Chief, A&IG Group Chief, Compliance Group
Karachi

Dated: February 22, 2017
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NATIONAL BANK OF PAKISTAN

STATEMENT OF COMPLIANCE WITH CODE OF

CORPORATE GOVERNANCE
For the Year Ended December 31, 2016

This statement is being presented to comply with the Code of Corporate Governance (the Code) contained in the
Regulation MNo. 5.19 of listing Regulations of Pakistan Stock Exchange Limited for the purpose of establishing a
framework of good governance, whereby a listed Company is managed in compliance with the best practice of
Corporate Governance.

The Bank has complied with the principles contained in the Code in the following manner.,

1. The Board of Directors of the Bank are appointed as per the provisions of the Bank’s (Mationalization) Act, 1974,
The President/'CEO Is only Executive Director, the remaining Board consists of two Non — Executive Directors and
four Independent Directors including one Independent Director representing minority shareholders as required by
the Code. As at the year ended December 31, 2016 the Board comprised of the following Directors:

L N ] Cswen

Mr. Muhammad Nasem Independent Director Appointed by Federal Government under section 11(3)(a) of
Mr. Farrakh Qlayyum Independent Director The Banks (Mationalization) Act, 1974,

Mir Balakh Shar Marri Independent Direclor

Mr. Ktikhar A. Alawala Mor-Executive Director

Mr. A. Akbar Sharifzada Nor=Executive Director

Director representing Private Shareholders and Minority

Mr. Tarig Kirmani Independent Director Interest Elected in tarms of 11(k) of The Banks® (Nationalkzation)
Act, 1974,
Syed Ahmed Igbal Ashraf President {refer Clause 3 below)

2. Duwring the year Mr. Muneer Kamal, Chairman, MBP completed his tenure as Chairman, NBP Board of Directors
on 8th September, 2016.

3. Syed Ahmed lgbal Ashraf, President-NBF completed his tenure on January 20, 2017. In terms of Finance
Division, Government of Pakistan's Notification Ne. F.1 (9) Bkg — I2017-136 dated January 19, 2017, Mr.
Masood Karim Shaikh, Senior Executive Vice President'Group Chief, International Banking Group, NBP, Head
Office Karachi is looking after the work of the President/CED NBP with effect from January, 21, 2017 till
appointment of regular President/CED of the Bank under the Banks' (Nationalization) Act, 1974,

4. The directors have confirmed that none of them is serving as a director on more than seven listed companies,
including this Bank (excluding the listed subsidiaries)

5. All directors of the Bank are registered as taxpayers and none of them has defaulted in payment of any loan to a
banking company, a DFl or an NBFI, or being a member of a stock exchange, has been declared as a defaulter
by that stock exchange,

6. The Bank has prepared a Code of Conduct and has ensured that appropriate steps have been taken o
disseminate it throughout the Bank along with its supporting policies and procedures,

7. The Directors have confirmed that naither they nor their spouses are engaged in the Business of Stock Brokerage.

8. The Bank has prepared "Statement of Ethics and Business Practice” which is already approved by the Board of
Directors.

9, The Board has approved the Vision, Mission, Core Values, Objectives and NBP Strategic Plan,

10. The Bank has comprehensive framework of written policies and procedures on all major areas of Operations
such as Credit, Treasury Operations, Finance, Risk, Internal Audit and Compliance, etc, Many of these policies
have been approved by the Board and are being constantly reviewed.

11. There exists in the Bank a framework determining the limit of the authority of various Management levels, All the
powers were exercised by the relevant authorities within the materiality threshaolds.

12. All the Powers of the Board have been duly exercised and decisions on material fransactions have been taken
by the Board.

13. The meetings of the Board of Directors were presided over by the Chairman, The Board met 13 times during
the year. Written notices including agenda of the Board meetings were sent 7 days before the meeting except
for emergent meetings. The minutes of the meetings were appropriately recorded. After completion of tenure
of Mr. Muneer Kamal, the Federal Government has not appointed any Chairman of the Bank, In accordance with
Section 11(8) of the Banks’ (Mationalization) Act, 1974, the President shall preside over the meeting of the Board.
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14,

15.

16,

17,
18.

19,

20,

21.

22,

23.

24,

25,

26.

27.

28,

29,

30,

The Company Secretary attended all meetings of the Board of Directors. The CFO attended Eleven (11)
meetings of the Board of Directors. The Board granted leave of absence to CFO for attending two meetings.

The appointment of Chief Financial Officer, Company Secretary and Head of Internal Audit, including their
remuneration and terms and conditions of employment are duly approved by the Board. During the year
Mr. Abdul Wahid Sethi, SEVP/Group Chief was appointed as Head of Internal Audit in place of Mr. Asif Hassan
SEVP/Group Chief who has retired from the banks service.

The Director's Report for the year has baen prapared in compliance with the Code of Corporate Governance and
fully describes the salient matters required to be disclosed.

The Financial Statements of the Bank were duly endorsed by CEQ and CFO before approval of the Board,

Majority of the Board members have the prescribed education and experience reguired for exemption from
training programs of Directors pursuant to clause 5,19,7 of CC@G, The Directors, CEO and Executives do not hold
any interest in the shares of the bank other than that disclosed in the pattern of shareholding.

The Bank has complied with all the Corporate and Financial Reporting requirements of the Code, In accordance
with the requirement of 5.19.6 (b) of the listing regulations, all related party transactions have been reviewed and
approved by the Board of Directors.

The ‘closed period” prior to the announcement of interimfinal results, and business decisions, which may
materially affect the market price of company’s securities, was determined and intimated to directors, employees
and stock exchange(s).

Material/price sensitive information has been disseminated among all market participants at once through stock
exchanges(s).

The board has formed a Board Audit & Compliance Committee comprising of 06 Members including 04
independent directors,

An effective Internal Audit Group is in place to ensure independence of the Group from the Bank operations. The
Head of Internal Audit reports functionally to the Board Audit & Compliance Committee and administratively to
the President.

The Board Audit & Compliance Committee held 08 (Eight) meetings as well as held meetings prior to the
approval of Interim and Final Results as required by the Code. The minutes of each meeting were confirmed in
the next meeting prior to circulation of the same to all members, directors, Head of Internal Audit and the CFO.
The Charter of the Board Audit & Compliance Committee has been duly approved by the Board of Directors and
has been advised to the Committee for compliance.

The Board has setup an effective Internal Audit Function. All the Internal Audit Reports are accessible to tha
Board Audit & Compliance Committee and important points arising out of audit are reviewed by the Board Audit
& Compliance Committee and important points requiring Board's attention are brought into their notice.

The Bank Is required to maintain register of persons having access to inside information by designated senior
management officer in a timely manner and maintain proper record including basis for inclusion or exclusion of
names of persons from the said list. The Bank is in the process of implementing this requirement,

The Board has also constituted a Board HR & Remuneration Committee comprising of 04 Independent Directors,
01 Non-Executive Director and Q1 Executive Director (President/CEQ). The Chairman of the Committes is an
Independent Director. The Board HR & Remuneration Committee met 07 (Seven) times during the year.

The Statutory Auditors of the Bank have confirmed that thay have bean given a safisfactory rating under the
Quality Control Review Program (QCRP) of the Institute of Chartered Accountants of Pakistan, that they or any
partners of the firms, their spouses and minor children do not hold shares of the Bank and that the firms and all
of their partners are in compliance with International Federation of Accountants (IFAC) on Code of Ethics as
adopted by the Institute of Chartered Accountants of Pakistan.

The Statutory Auditors or the persons associated with them have not been appointed to provide other services
excep! in accardance with the Listing Regulations and the Auditors have confirmed that they observed IFAC
guidelines in this regard,

We confirm that all other material principles contained in the code have been complied with.

For and on behalf of the Board of Directors

Masood Karim Shaikh
President (Officiating)

Karachi
Dated: February 22, 2017
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AUDITOR’S REVIEW REPORT ON STATEMENT OF COMPLIANCE

EY Ford Rhodes Grant Thornton Anjum Rahman
Chartered Accountants Chartered Accountants

Progressive Plaza, 1st & 3rd Floor, Modern Motors House
Beaumont Road Beaumont Road

Karachi 75530, Pakistan Karachi 75530, Pakistan

Review Report to the Members on the Statement of Compliance with the Code
of Corporate Governance

We have reviewed the enclosed Staternent of Compliance (the Statement) with the best practices contained in the Code
of Corporate Governance (the Code) prepared by the Board of Directors of Mational Bank of Pakistan (the Bank) for the
year ended Decembaer 31, 2016 to comply with the requirements of Listing Regulations of the Pakistan Stock Exchanga,
where the Bank is listed.

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

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

The Code requires the Bank 1o place before the Board Audit & Compliance Committee, and upon recommendation of the
Board Audit & Compliance Committee, place before the Board of Directors for their review and approval its related party
transactions distinguishing between transactions carried out on terms equivalent to those that prevails in arm's length
transactions and transactions which are not executed at arm's length price and recording proper justification for using
such alternate pricing mechanism. We are only required and have ensured compliance of this requirement to the extent
of approval of the related party transactions by the Board of Directors upon recommendation of the Board Audit &
Compliance Committee. We have not carried oul any procedures to determine whether the related party transactions
were undertaken at arm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance
does not appropriately reflect the Bank's compliance, in all material respects, with the best practices contained in the
Code as applicable to the Bank for the year ended December 31, 2016.

Further, wa highlight the following with respect to clause 26 in the Statement of Compliance,
The Bank is required to maintain register of persons having access to inside information by designated senior

managemant officer in a timely manner and maintain proper record including basis for inclusion or exclusion of names of
persons from the said list. The Bank is in the process of implementing this requirement.

EY Ford Rhodes Grant Thornton Anjum Rahman
Chartered Accountants Chartered Accountants
Engagement Partner: Engagement Partner:

Arslan Khalid Khalig-ur-Rahman

Karachi

Dated: February 22, 2017
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SHARIAH BOARD’S REPORT ‘NBP-AITEMAAD’ - 2016
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The Board of Directors of NBP have entrusted the Shariah Board with the task to assess the overall Shariah compliance level and
anvironmeant within the NBP Islamic Banking,

The cbjective of the report is to present a view about the overall Shariah compliance level and environment within the “NBP-Altemaad”.

In the Capacity of Shariah Board, we have reviewed the overall Shariah compliance level and environment within the "MBP-Aitemaad”
as of Decamber 31, 2016,

Shariah Board Opinion

While the Board of Directors and Executive Management are solely respensible to ensure that the operaticns of “NEP=-Altemaad” are
conducted in & manner that comply with Shari'ah principles at all times, we are reguired to submit a report on the overall Shari'ah
compliance emvironment of “NBP=-Aitemaad™.

To form our opinion as exprassed in this report, the Shari'ah Compliance Depariment of the bank carried out reviews, on test check
basis, of each class of transactions, the relevant documentation and process flows, Further, we have also reviewed tha reporis of the
internal Shari'ah audit. Based on above, we are of the view that:

1. Compliance with Shariah Rules and Principles in the Nght of Fatawa and Guidelines issued by Shariah Board and SBP

The Shariah Board is of the opinion that the overall environment, products, agreements and transactions comply with the
Shariah principles.

2,  Shariah Compliance Mechanism

Alhamdulillah, “MBP=Aitemaad” has a comprehensive Shariah Compliance Manual developed by the Shariah Compliance
Department and duly approved by the Board of Directors. The Sharlah Compliance Manual is designed to ensure Sharlah
complance at all levels and situations. It helps to analyze and identify weak areas and suggest relevant confrals, It also helps
to assess the staff training nesds.

3,  Mechanism ensuring prohibited Income to Charity Account

"NEBP-Attemaad” has a well-defined Charity policy approved by NBP Shariah Beard and the Board of Directors, Qur Shariah
Compliance team conducted review of executed fransactions lo ensure their complance in lines with the Shariah Board's
approved processes and guidelines. In addition, all cther income generating sources including investments and treasury
transactions are screened by the Shariah Compliance Department, During the year;, Alhamdulillah no income was generated
frem sources prohibited by Sharlah rules and principles.

4,  Profit and Loss Distribution and Pool management
The Shariah Compliance Department has reviewed Pool Management & Profit Distribution during the year 2016,
5.  Staff understanding of Islamic Banking and Finance

Alhamdulillah, prior to conversion of branch and at the time of new staff induction and for refreshar, “NEP=-Aitamaad™ imparts
with collaboration of Shariah Compliance department 5 days basic llamic Banking & Finance training sessions to abreast them
with llamic Banking basic concepts, Alhamdulillah, 356 stalfs have been frained in 15 sessions in 2016, NBP had also availed
the services of NIBAF to conduct this basic five-day fraining programs. Moreover, the Shariah Complance Team and the
Shariah Board encourages all staff of lslamic Banking Group to float their queries via Ask-Shariah portal, This provides a
platform for on the job training for them and supports day=lo=day processes and customer managemaent.

6, Provision of adequate resources to Shariah Board

The Board of Directors has approved to hire adequate resources in two phases to Shariah Board. In first phase hiring on
various positions has been executed. However, executive management is working to finalize the second phase of hiring for
Shariah Complance Depariment. We expect that the formalities will be completed soon that shall enable to discharge the
duties effectively. As the Shariah Compliance Department (SCD) is an organ of Shariah Board that ensures implementation
of the directives issued by Shariah Board (SB) in its letter and spirit, it is vital that Shariah Board approves all hiring and
pasting of SCD staff,
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Other Developments
1.  Approval of Branch Conversions

Alhamdulillah, "NBP-Aitemaad™ has corverted 39 branches during the year 2016 which lead the “NBP-Aitemaad™ branch
network fo 118 branches, The Shariah Board has reviewed the conversion process and found the same in adherance with the
approved process and guidelines, This is a milestona for "MBP-Altemaad” as this has been the largest conversion program in
lslamic Banking industry.

2,  Shariah Compliance Review of lslamic Banking Branches and Departments

The Shariah Compliance teams have conducted Shariah review of one hundred and seven (107) Altemaad Branches,
Treasury, Finance and Advances in 2016 as required in SBP's Shariah Governance Framework. The Shariah Compliance
teams during their visit provided guidance to staff to ensure implementation of Shariah guidelines.

3.  Product Development

Alhamdulillah, two (2) asset side products were developed and approved in the current year, which after completion of all
preraquisites, weare submitted to SBP, These two products namely Aitemaad Zindagi Asaan (Consumer Durable) and Aitermaad
Hamsafar (Consumer-Car finance) will cater the need of individual customers. In total, ‘NBP Aitemaad’ has five (5) asset side
approved products out of which three (3) products are live, Further, three (3) financing products were also reviewsd and
approved by the Shariah Board. The same will be rolled out after completing due formalities. On the Bability side,
“NBP-Ailamaad” has eightean (18) approved products, However, only seven (7) of those products are fve as at closing data,

4. Internal Shariah Audit

Alhamdulilah, NBP has established its Internal Shariah Audit Wing (ISAW) as instructed in the Shariah Governance
Framewaork. This was informed by the concemned group that dedicated staff has been posted for conducting Shariah audit.

5, Asset Review

MNEBP Aitermaad's overall assels have increased by 160% to PKR 35.814 bilicn as compared to PKR 13.793 billion of previous
year. This is mainly contributed by increase in Investments and Islamic Financing by 283% to PKR 15.758 billion & by 282% to
PKR 3.199 bilkon respectively. However invesiments still contribute major chunk of 443 in the asset side followed by the Bal
Muajjal (dua from Fls) amounting to PKR 7.687 billion (219 of the total asset), and balances with other banks amounting o
PKR 5,538 billion (15% of the total assets), Islamic Financing shares 8% in “Altemaad” total assets with financing/depaosit ratio
of 10% whereas investment to deposit ratic is 48% followed by Bai Muajjal (21% deposit ratio) and balances with other banks
(15% deposit ratio),

Main incremental factor for Altemaad=investment is increase in Sukuk by PKR 12,591 billion and investment in Leasing
Cerfificates amounting to PKR 2 billion. On the other hand, Islamic Finance is mainly contributed by an increase of PKR, 2,486
blkon in Diminishing Musharakah Facility significantly lessening the impact of decline in Murabahah and ljarah portiolios by
22% and 16% respectively.

6 Liability Review

As a consequence of record conversion of conventional branches into lslamic Banking Branches, total deposits of lslamic
Banking Group have increased by 162% to PKR 34.290 as on 31-12-2016 as compared to PKR 13.089 billien last year. The
growth in saving deposits from PKR 5.535 billion to PKR 14,844 billion (168% increasa), plays major role in the said increase
in deposits. This is folowed by current and term deposits with 53% and 39% increase compared to previous year balances.

7.  Recommendations
We racommend the bank on the following matters:

e To improve and strengthen the pool management and profit distribution mechanism as advised by the Shariah Board
from time to time.

i. Implement the changes in the HR policy as advised by the Shariah Board including employment related benefits and
facilities for the staff,

lii. Toexpedite the rol cut of already approved products and services.
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We pray to Almighty ALLAH to provide us guidance to adhere to the Shari'ah principles in day-to-day operations, to absolve cur
mistakes and for the success of lslamic banking in Pakistan.

Mufti Muhammad Imran Mufti Ehsan Waquar Ahmad Dr. Mufti Khalil Ahmad Aazami
Resident Shariah Board Membear Chairman Shariah Board Member Shariah Board
MNEBP — Aitemaad NBP — Aitemaad MNEP — Aitemaad
Karachi

Dated: February 22, 2017
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COLLABORATION WITH INMOVATION

NOTICE OF 68TH ANNUAL GENERAL MEETING

Motice is hereby given that 68th Annual General Meeting (“AGM") of National Bank of Pakistan (the “Bank”) will be held
on Thursday the 30th March, 2017 at 9:30 A.M. (P5T), at Grand Ball Room, Pearl Continental Hotel, Karachi.
The following business will be transacted in the mesting:

Ordinary Business:
1. Ta confirm minutes of the Annual General Meeting held on 30th March, 2016, at Karachi,

2. To recelve, consider and adopt the Annual Audited Financial Statements of Mational Bank of Pakistan and
Consolidated Accounts of Mational Bank of Pakistan and its Subsidiaries for the year ended 31st December,
2016, together with the Directors’ & Auditors’ Reports thereon.

a To appoint auditors for the year ending 31st December, 2017 and fix their remuneration, The Board of Directors
has recommended appointment of Messrs EY Ford Rhodes, Chartered Accountants and Messrs Grant Thornton
Anjum Rehman, Chartered Accountants to be the auditors of the Bank for the year ending 31st December, 2017,
at the same fee as paid to the retiring auditors.

4, To consider and approve cash dividend at Rs,7.50 per share i.e. 75% as recommended by the Board of Directors
for the year ended 31st December, 2016 (subject to Govermnment of Pakistan's approval).

E. To alect ona (01) Director from the Private Shareholders against a vacancy as fixed by the Board of Directors in
accordance with Section 178 (1) of the Companies Ordinance, 1984, for a term of three years in place of Mr.
Tarig Kirmani who has completed his term of office of Directar, The retiring Director is eligible for re-election,

Special Business

6. To approve the transmission of the annual balance sheet, profit and lboss account, auditors' report, directors
report, and ancillary statement/notes/documents ("Annual Audited Accounts") along with the notice of Annual
General Meeting of National Bank of Pakistan in electronic form to the shareholders through COMVDVUSE at
their registered addresses instead of transmitting the said Annual Audited Accounts in hard copy, as allowed
under SRO 470(1)/2016 issued by Securities and Exchange Commission of Pakistan,

7. To transact any other business with the permission of the Chairman.

By Order of the Board
Karachi
Dated: March 08, 2017 Secretary (Board)
Notes:

i) The Share Transfer Books of the Bank shall remain closed from 23-03-2017 to 30-03-2017 (both days
inclusive). Transfers received at the Share Registrar of the Bank, by the close of the business on 22-03-2017
will be treated in time for attending Annual General Meeting to be held on 30-03-2017 at Karachi.

iy The Share Transfer Books of the Bank will now be closed from 07-04-2017 to 14-04-2017 (both days
inclusive), Transfers received at the office of our share registrar Messrs Central Depository Company of
Pakistan Limited, CDC House 99-8, Block "B", SMCHS, Main Shahra-e-Faisal, Karachi—74400, at the close
of the business on 06042017 will be treated in time for the purpose of entilement of 75% Cash Dividend
for the year ended December 31, 2016,

iiiy A member who seeks to contest the election for the office of director must hold in his/her own right of
unencumberad shares of the Bank fo the nominal amount of ten thousand rupees at the least (1000 Shares
of Rs.10/= each), and shall file with the Bank, not later than 14 days before the date of the meeting at which
election is to be held i.e. up to 05:30 PM on March 15, 2017, a notice of his/her intention to offer
himself/herself for election as a Director under Section 178(3) of the Companies Ordinance 1984, A
declaration in accordance with the listing regulations, NBP Ordinance and SBP, BFRD Circular No. 4 dated
23-04-2007 is also required to be filed,
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iv) In terms of the State Bank of Pakistan (“SBP"} circulars, notifications, directions, letters, instructions and
ather orders issued from time to time (“SBP Directives®), it is expressly required that any person who seeks
to contest an election to the office of a director, should file with the Bank not later than 14 days before the
date of this meeting, a specified affidavit required by the SBP, stating that he / she (i) is not / has not been
associated with any illegal activity, especially related to banking business; (i) in his / her individual capacity
or a proprietary concern or any partnership firm or any private limited company or any unlisted public
company or any listed public company (of which he / she has been a proprietor, partner, director or
shareholder), has not been in default of payment of dues owed to any financial institution and / or in default
of payment of any taxes; (such person to be a director with anomalies stated above is undesirable and
against public interest in terms of the SBP Directives). Further he / she should not be a director of any other
bank / DFl or working as Chairman, Director, CEQ, CFO, Chief Internal Auditor, Research Analyst or trader
(by whatever name / designation called) of a (a) moneychanger,(b) member of stock exchanges, (c)
corporate brokerage houses and (d) any company / entity owned or controlled by the persons mentioned at
(a) to (c) above.

v} A candidate must be qualified for election under sub section (1) and not disqualfied under sub section (2) of
Section 17 of the NBP Ordinance 1949,

vi) A confirmation to the effect that he / she meets the requirements of “Fit and Proper Test" prescribed for
Directors under the SBP Prudential Regulations is also required to be filed along with Annexure-1 & llof SBP,
BPARD Circular No.4 dated April 23, 2007, candidate also required to furnish all the documents / papers /
Confirmations as required SBP BPRD Circular No.05 of 2015 dated March, 12 2015,

vii) All nomination papers after scrutiny shall immediately be submitted to SBP for clearance,

viii) Persons not cleared by SBP to hold office as Bank's director shall not be allowed to contest in the election
or assume office of the director, as the case may be.

ix) A member eligible to attend and vote at this Annual General Meeting is entitled to appoint another member
as his/her proxy to attend and vote on his / her behalf. The Government of Pakistan, State Bank of Pakistan
and any Corporation(s), being a member of the Bank, may nominale any person as its representative to
attend the Annual General Meeting under authority of a Power of Attorney or a Board of Directors’
Resolution. However, majority shareholders like SBP and other Government shareholders shall not be
entitled to cast their votes for election of Private Directar(s). Proxies or nominations, in order to be effective
and valid, must be received at the office of the Bank's Registrar / Share Transfer Agent, Messrs Central
Depository Company of Pakistan Limited, CDC House 899-B, Block "B", SMCHS, Main Shahra-e-Faisal,
Karachi — 74400, not later than 48 hours before the time fixed for holding the Meeting,

ix) A member eligible to attend and vote at this Annual General Meeting is entitled to appoint another member
as hisher proxy to attend and vote on his/her behalf. The Government of Pakistan, State Bank of
Pakistan and any Corporation(s), being a member of the Bank, may nominate any person as its
representative to attend the Annual General Meeting under authority of a Power of Attorney or a
Board of Directors’ Resolution. However, majority shareholders like SBP and other Government
shareholders shall not be entitled to cast their votes for election of Private Director(s). Proxies aor
nominations, in order to be effective and valid, must be received at the office of the Bank's Registrar/Share
Transfer Agent, Messrs Central Depository Company of Pakistan Limited, CDC House 83-B, Block *B",
SMCHS, Main Shahra-e-Faisal, Karachi — 74400, not later than 48 hours before the time fixed for holding
the Meeting.

¥) CODC Account Holders will further have to follow the under mentioned guidelines as laid down in Circular 1
dated January 26,2000 issued by the Securities and Exchange Commission of Pakistan:

a. For Attending the Meating:
In case of individuals, the account holder or sub-account holder shall authenticate his / her identity by
showing his / her Original Computerized National Identity Card ("CNIC") or original Passport at the time of
attending the meeting,

+ In case of corporate entity, the Original or duly authenticated Board of Directors” resolution / power of

attorney with specimen signature of the nominee shall be produced (unless it has been provided earlier) at
the time of the Meating.
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b. For Appointing Proxies:

In case of individuals, the account holder or sub-account holder shall submit the proxy form as per the above
requiremeant.

*  The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers shall be
furnished with the proxy form.

+  The proxy shall produce his / her original CNIC or original passport at the time of the Meeting.

In case of corporate entity, the Qriginal or duly authenticated Board of Directors’ resoclution / power of
attorney with specimen signature of the nominee shall be produced (unless it has been provided earlier)
along with proxy form to Messrs Central Depository Company of Pakistan Limited,

®i) CDC Account Holders and Sub-account Holders, whose Registration details are available in Share Book
Detail Report shall have to produce respective Original Computerized National ldentity Cards (CNICs) or
Original Passports for the purpose of identification to participate in the Annual General Meeting. Such
Account Holders and Sub Account Holders should know the CNIC Numbers and COC Account Mumber of
the respective partner and should bring the same along with them. In case of Proxy, the person should
positively attach the attested copy of the CNIC or Passport. In case of corporate member's representative,
usual documents should be accompanied for the same purpose,

®ii) Members are requested to immediately notify any change in their addresses to the Bank's Registrar /
Transfer Agent, Messrs Cenfral Depository Company of Pakistan Limited,

xfiiy COMPUTERIZED NATIONAL IDENTITY CARD (CNIC)

Securities and Exchange Commission of Pakistan (SECP) vide its 5.R.0. 7739 (1)/2011 dated August 18,
2011 has directed all listed companies to ensure that Dividend Warrants should bear the Computerized
Mational ldentity Card (CNIC) Numbers of the registerad members. Members who have not yet provided
attested copies of their valid CHICs / NTNs (in case corporate entities) are requested to send the same
directly to the Share Registrar at aforementioned address,

xiv) REVISION OF WITHHOLDING TAX ON DIVIDEND INCOME UNDER SECTION 150 OF THE FINANCE ACT 2016:

Please note that under Section 150 of the Income Tax Ordinance, 2001 and pursuant to Finance Act 2016
withholding tax on dividend income will be deducted for *Filer' and ‘Non-Filer’ shareholders @ 12,5% and
20% respectively. According to clarification received from Federal Board of Revenue (FBR) withholding tax
will be delermined separately on ‘Filer/Non=Filer slatus of Principal shareholder as well as Joint Holder(s)
based on thair shareholding proportions, in case of joint accounts,

In this regard, all shareholders who hold shares jointly, are requested to provide shareholding proportions of
Principal shareholder and Joint Holder(s) in respect of shares held by them to our Share Registrar, in writing

as follows:
Principal Shareholder Joint Shareholder
Folio/CDS Total
Account # Shares Mame and Shareholding MName and Shareholding
CNIC # Proportion CNIC # Proportion
{MNo. of Shares) (Mo. of Shares)

The required information must be reached to our Share Registrar by 06-04-2017, otherwise it will be
assumed that the shares are equally held by Principal shareholder and Joint Holder(s).

Shareholders are therefore requested to please check and ensure Filer status from Active Taxpayers List
(ATL) available at FBR website hitp/www.for.gov.pk/ as well as ensure that their CNIC / Passport number
has been recorded by the Participant / Investor Account Services or by Share Registrar (in case of physical
shareholding), Corporate bodies (non-Individual shareholders) should ensure that their names and Mational
Tax Mumbers (NTHN) are available in ATL at FBR website and recorded by respective Participant / Investor
Account Services or in case of physical shareholding by Bank’s Share Registrar.

xv. DELIVERY OF THE UNCLAIMED / UNDELIVERED
SHARES LYING WITH THE SHARE REGISTRAR:
As directed by SECP vide letter # SMD/CIW/Misc./14/2009 dated October 11, 2011, shareholders are
requested to please contact / coordinate with Bank's Share Registrar for collection of unclaimed /
undelivered Bonus Share Certificates / Dividend Warrants,
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*¥vi. TRANSMISSION OF ANNUAL FINANCIAL
STATEMENTS THROUGH EMAIL:

In pursuance of the directions given by SECP vide SRO 787 (1)/2014 dated September 8, 2014, those
shareholders who desire to receive Annual Financial Statements in future through email instead of receiving
the same by Post are advised to give their formal consent along with their valid email address on a standard
reguest form which iz available at the Bank's website i,e. www.nbp,com,pk and send the said form duly filled
in and signed along with copy of his / her [ its CNIC / Passport to the Bank's Share Registrar. Pleass note
that giving email address for receiving of Annual Financial Statements instead of receiving the same by post
is optional, in case you do not wish to avail this facility please ignore this notice and, in such case, Annual
Financial Statements will be sent at your registered address, as per normal practice.

xvii. DIVIDEND MANDATE (OPTIONAL):

A shareholder may, if he so desires, direct the Bank to pay dividend through his / her / its bank account, If
you want to avail the faclity of direct credit of dividend amount in your bank account, please provide the
following information to Bank's Share Registrar and CDC Shareholders are requested to send their bank
account details to their respective Participant / Investor Account Services. In pursuance of directions given
by SECP, kindly authorize the bank for direct credit of cash dividend in your bank account. (Please note that
giving bank mandate for dividend payments is optional, in case you do not wish to avail this facilty please
ignore this notice and, in such case, dividend will be paid through dividend warrant to your registered
address, as per normal practice).

Dividend Mandate = Bank Account Details of Shareholder

Title of Bank Account: Bank Account Number:
Bank's name: Branch name with complete address:

Cel and Landline numbers:

Please provide full account number OR IBAN, please check with your concerned Branch.
The above-mentioned information is correct and in case of any change therein, lwe will immediately
intimate to myfour Participant/Investor Account Services OR our Share Registrar.

Signature of Shareholder(s):

Mame of Shareholder(s):

Falio Mumber/CDC 1D & Ajc Number:
CNIC Mumber:

Detailed information / formats are available at MBP's website www.nbp.com,pk
xviil. PAYMENT OF CASH DIVIDEND ELECTRONICALLY (E-DIVIDEND MECHANISM):

SECP through its letter No. 8(4)SM/CDC2008, dated April 05,2013, has advised that the shareholders who
have provided bank mandate, should be paid dividend by transferring directly to their respective bank
accounts (e-dividend mechanism); therefore, the registerad shareholders of the Bank, who have not yat
provided us dividend mandate are requested to provide the details of their bank account including title of
account, account number, bank name, branch name & code and address, in order to credit their cash
dividends, as and when declared, directly to their respective bank accounts. This information is to be
provided to: (i) In case of book=entry securities in Central Depository System ("CDS") to CDS Participants;
and {ji) in case of physical securities to our Share Registrar and Transfer Agent at aforementioned address,
The Bank encourages the shareholders to take dividend mandate option for instant credit of dividends,
eliminating the chances of dividend warrants getting lost in the post, undelivered or delivered at the wrong
address etc.

xix. REQUIREMENT OF VALID TAX EXEMPTION CERTIFICATE FOR CLAIM OF EXEMPTION W/S 150 OF
THE INCOME TAX ORDINANCE, 2001:

Please be advized that in wake of recent judgmenis of respective courts of law, the exemption certificate U/S
159 of the Income Tax Ordinance, 2001, is mandatory to claim tax exemption WS 150. Accordingly, the
Bank may not be awarding exemption on the basis of Clause 47B of Part IV of Second Schedule to the
Income Tax Ordinance, 2001. Howaver, if an antity has filed a petition against the FBR, in any relevant court,
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a certified true copy of the Stay Order of honorable court along with all latest court proceedings (if any) would
be required in lieu of valid tax exemption certificate, for non-deduction of withholding tax. In case of
non-availability of valid tax exemption, deduction of tax under relevant sections shall be made accordingly.

xx. CONSENT FOR VIDEO CONFERENCE FACILITY

In compliance of Circular No. 10 dated May 21, 2014 of the SECP, shareholders of the Bank are informed
that they can also avail video conference facility, In this regard please fill the following and submit to
registered address of the Bank 10 days before holding of general meeting. If the Bank receives consent from
members holding in aggregate 10% or more shareholding residing at a geographical location, to participate
in the meeting through video conference at bleast 10 days prior to date of meeting, the Bank will arrange video
conference facility in that city subject to availability of such facility in that city. The Bank will intimate
members regarding venue of video conference facility at least 5 days before the date of general meeting
along with complete information necessary to enable them to access such facility.

l'we, of , being a member of Nafional Bank of Pakistan, holding
Ordinary Share(s) as per Register Folio NoJ/CDC Sub-Account Mo,
hereby opt for video conference facility at

Signature of Member

“STATEMENT OF MATERIAL FACTS”

This statement sats out material facts concemning the special Business given in agenda item No.08 of the
nolice, to be transacted in the AGM of Mational Bank of Pakistan's shareholders.

Item No. 06:
CIRCULATION OF ANNUAL ACCOUNTS IN ELECTRONIC FORM

The Securities and Exchange Commission of Pakistan, vide 5.R.0,470(i)/2016 dated May 31, 2016, has
allowed companies to circulate their annual balance sheet, profit and loss statement, auditor's report,
directors report and ancillary statementnotes/documents ("Annual Audited Account”) along with notice of
general meeting to its shareholders in electronic form through CD/DVD/AUSE at their registered address,
This would result in timely delivery of Annual Accounts to the shareholders.

Faor the convenience of its shareholders, the Bank will place on its website a standard request form along
with postal address and email address of company Share Registrar, so that shareholders may request a
hard copy of the Audited Annual Accounts. The Bank will provide one hard copy free of cost to the
reguesting sharaholders at their registered address within one week of the request The Bank is seeking
shareholders” approval to circullate the Annual Audited Accounts along with notice of general meeting in
electronic form, The shargholders are requested to pass the following Resolution with or without
modifications:

“ RESOLVED THAT in terms of SECP S,R.0 470(i)/2016 dated 31-05-2016 proposal for transmission of
annual balance sheet, profit and loss account, auditors' report, directors report, and ancillary
statement/notes/documents (“Annual Audited Accounts®) alang with the notice of Annual General Meeting
of National Bank of Pakistan in electronic form to the shareholders through CD/DVD/USE at their registerad
addresses instead of transmitting the said Annual Audited Accounts in hard copy be and is hereby

approved.”
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