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Directors’ Report to the Members

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

Economic Environment

The GDP growth was recorded at 5.3% in fiscal year 2017, despite challenges on the economic
front including current account deficit and rising inflation, economic growth still remains positive as
GDP witnessed a 5.8% growth in FY” 18.

Despite, both exports and workers’ remittances performing better, the 15% growth in imports to
$ 60.9 billion deteriorated trade deficit to $ 37.6 billion in FY “18. Current account deficit widened
to § 18.0 billion being 43% up YoY. Sharp decline in country’s foreign reserves resulted into
approx. 25% deprecation of Rupee by July, 2018. Given the pressures on current account and rising
inflation, SBP recently increased policy rate by 100 basis points to 7.5%. This is expected to support
core earnings for the Banks.

Despite tightening of macro-financial conditions, financial institutions recorded fairly stable core
incomes during the period. Pressure on non-interest income was however observed due to
lacklustre performance of the Stock market. The banking sector has registered an asset expansion of
15.8% largely due to robust growth in advances to private sector. Consolidated asset base of the
financial sector has expanded by 12.8% during CY “17.

Bank’s Performance Highlights
For the six months period under review, the Bank recorded unconsolidated pre-tax profit of

PKR 17.16 billion which is 26% higher than PKR 13.61 billion for the corresponding period last
year. Pre-provision profit for the period amounted to PKR 19.98 billion: whereas after-tax profit for
the period amounted to PKR 12.49 billion which is 46% higher than PKR 8.55 billion for the
corresponding period last year. This translates into pre-tax and after-tax return on equity of 25.9%
and 18.9% respectively; and Earnings per share of Rs. 5.87 (H1 “17:Rs. 4.02).

Mark-up/interest income: The Bank has earned mark-up/interest income amounting to PKR
66.41 billion, being 17.48% higher than PKR 56.53 billion earned during the corresponding period
last year. This growth is achieved mainly through volumetric growth in both advances and
investment portfolio coupled with the impact of increase in policy rate. Pre-provisions net mark-
up/interest income for the period under review amounted to PKR 30.14 billion, being 15.72%
higher against PKR 26.42 billion earned during the corresponding period last year.

Non mark-up/interest income: Non mark-up / interest income for the period dropped
marginally by 2.73% to PKR 15.25 billion as against PKR 15.68 billion earned during the
corresponding petiod last year. Despite a tough market competition, the Bank improved its earnings
from fee & commission (PKR 9.0 billion) by 18.0% and income from dealing in foreign currencies
(PKR 1.72 billion) by 31.7% as compared to earnings for corresponding period last year. However,
this growth was off-set by the adverse results driven by the stock market as Bank’s dividend income
dropped by 39.3% to PKR 1.13 billion and capital gains dropped by 39.6% to PKR 2.51 billion.

Expense Management: Administrative expenses for H1 ‘18 amounted to PKR 25.41 billion being
marginally higher by 2.7% as compared to PKR 24.75 billion for the corresponding six months
petiod of 2017. Administrative expenses remained well controlled within the approved budget and
the periodic growth observed is in line with the industry norms. Major costs incurred during the
period related to salaries & allowances, branch uplift & renovation and IT infrastructure



development & maintenance. The Bank has also invested to improve its customer service quality,
corporate image and market visibility through advertisements and social services. During this period,
the Bank also booked provision charge of PKR 2.48 billion (H1’17:PKR 1.80 billion) on account of

advances and investments.

Balance Sheet Review

The bank is expanding its market outreach and has become a PKR 2.5 trillion Bank by balance sheet
size. During the period under review, Bank’s balance sheet recorded 12.1% growth and reached to
PKR 2,657.79 billion in June 2018 as against PKR 2,369.88 billion as of December 31, 2017.

The Bank is pursuing a strategy of improving its loan book through quality lending and effective
post-disbursement monitoring to keep the NPL accretion at 2 minimal level. As of June, 30, 2018,
Bank’s gross advances amounted to PKR 912.64 billion, being 6.5% higher against that of
December 31, 2017. Growth was mainly observed in domestic loan book. Islamic financing and
related assets amounted to PKR. 23.13 billion, showing a 20.9% growth over that of December 31,
2017.

As of June 30, 2018, Bank’s non-performing loans amounted to PKR 122.31 billion, were slightly
higher by 1.25% against NPL of PKR 120.80 billion as of December, 2017. Increase is mainly due
to exchange rate impact of overseas NPL and a seasonal trend in certain domestic industrial sectors
which is expected to regularize / reverse during the next quarter. NPL to Gross Advances ratio
however improved from 14.10% as of December 31, 2017 to 13.4% as of June 30, 2018. NPLs are
adequately covered through the required specific provision of PKR 113.39 billion and a general
provision of PKR 8.84 billion. Specific provision charge coverage also increased slightly from 91.6%
of December 2017 to 92.7% as of June, 2018.

Bank’s investments at cost amount to PKR 1,340.03 billion, being 5.35% higher as compared to that
as of December 31, 2017. Whereas, net investment as of June 30, 2018 amounted to PKR 1,325.04
billion which is 5.4% higher against PKR 1,257.26 billion as of December 31, 2017. Pursuant to our
effective risk and capital adequacy management strategy, the investment portfolio is efficiently
diversified across zero risk treasury instruments & bonds, high dividend yield equities and other
interest bearing financial instruments.

Growth in deposits during the six months petiod amounted to PKR 183.57 billion. Cost of funds
however remained at 3.9% (H1 *17:3.8%) as low cost CASA deposits increased from 78% in June
2017 to 81.5% in June 2018. Growth is also achieved in our Islamic banking branches network
which increased from 169 branches as of December 31, 2017 to 173 branches as of June 30, 2018.
Satisfactory growth is observed in Islamic Banking deposits as well as advances during the period
under review.

Capital Strength & Adequacy

NBP, being recently designated as a Systemically Important Bank, has developed effective plans to
comply with the enhanced regulatory and supervisory requirements set by the SBP and Basel
framework. For the period under review, Tier-1 capital of the Bank has increased from PKR 101.3
billion as of December 31, 2017 to PKR 114.60 billion as of June 30, 2018. Bank’s total capital &
reserves amounted to PKR 188.0 billion as against PKR 175.38 billion as of December 31, 2017.

Bank’s capital adequacy ratio has improved from 15.95% in December 2017 to 17.79% as of June
30, 2018.



Credit Rating

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

Contingency Regarding Pension Case

As disclosed in Note 14.4.5 of the half yearly Financial Statement of June 30, 2018, the Bank has
filed a review petition with Honourable Supreme Court of Pakistan for which hearing has not been
fixed as yet. Pending the decision on review petition, financial impact of the subject case has not
been included in the current financial statements as the Bank looks forward to a favourable outcome
of the case.

Compliance with regulatory matters in USA operations

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

Appropriation of Profits

Profit for the six months period ended June 30, 2018 after carry forward of accumulared profit of
2017 is proposed to be appropriated as follows:

(PKR Million)
Profit before tax for six months period ended June 30, 2018 17,160
Taxation:
- Current 6,884
- Prior Year (20,755)
- Deferred 18,539
4,668
After tax profit for six months period ended June 30, 2018 12,492
Un-appropriated profit brought forward 54,060
Other comprehensive income - net of tax 609
Transfer from surplus on revaluation of fixed assets — net of tax 51
Profit available for appropriations 67,212
Appropriation:
Transfer to Statutory Reserve 1,249
Un-appropriated profit carried forward 65,963



Future Outlook

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

For and on behalf of the Board of Directors

T . - 3 1’ |
\%Q AM.QA H_, ™ \*‘5"-:._ 1

Tariq Jamali Muhammad Imran Malik
President (A) Director
Karachi

Date: August 30, 2018
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Grant Thornton Anjum Rahman Deloitte Yousuf Adil

Chartered Accountants Chartered Accountants

1st & 3rd Floor, Modern Motors House Cavish Court, A-35, Block 7 & 8, KCHSU
Beaumont Road Shahrah-e-Faisal

Karachi 75530, Pakistan Karachi 75350, Pakistan

INDEPENDENT AUDITORS’ REVIEW REPORT TO THE MEMBERS OF
NATIONAL BANK OF PAKISTAN

Report on review of Interim Financial Statements
Introduction

We have reviewed the accompanying unconsolidated condensed interim statement of financial position of
National Bank of Pakistan (the Bank) as at June 30, 2018 and the related unconsolidated condensed interim
profit and loss account, unconsolidated condensed interim statement of comprehensive income,
unconsolidated condensed interim cash flow statement, unconsolidated condensed interim statement of
changes in equity and notes to the unconsolidated condensed interim financial statements for the half year
then ended (here-in-after referred to as the “interim financial statements”). Management is responsible for
the preparation and presentation of this interim financial statements in accordance with accounting and
reporting standards as applicable in Pakistan for the interim financial reporting. Our responsibility is to
express a conclusion on these interim financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, "Review
of Interim Financial Information Performed by the Independent Auditor of the Entity". A review of interim
financial statements consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial statements are not prepared, in all material respects, in accordance with accounting and
reporting standards as applicable in Pakistan for interim financial reporting.

Emphasis of Matter

We draw attention to note 14.4.5 to the interim financial statements which explains a contingency in
relation to the pension obligations of the Bank. Our conclusion is not qualified in respect of this matter.

Other Matters

i) The interim financial statements for the half year ended June 30, 2017 and the annual financial
statements of the Bank for the year ended December 31, 2017 were reviewed and audited
respectively by EY Ford Rhodes, Chartered Accountants and Grant Thornton Anjum Rahman,
Chartered Accountants, whose review report dated August 24, 2017 and audit report dated February
20, 2018 expressed an unmodified conclusion and an unmodified opinion respectively on the interim
financial statements and annual financial statements.



Gran't Thornton Anjum Rahman

Deloitte Yousuf Adil
Chartered Accountants

Chartered Accountants

i) The figures for the quarters ended June 30, 2018 and lune 30, 2017 in the unconsolidated
condensed interim profit and loss account and unconsolidated condensed interim statement of
comprehensive income and figures for half year ended December 31, 2017 in unconsoclidated

condensed interim statement of changes in equity have not been subject to the review and
therefore, we do not express a conclusion thereon.

hman itte Yousuf Ad
Chartered Accountants ' Chartered Account

Ot Moo . Lot fo:tte K“W*G””‘

Engagement Partner:

Engagement Partner:
Khalig-ur-Rahman

Nadeem Yousuf Adil

Date: August 30, 2018
Place: Karachi



NATIONAL BANK OF PAKISTAN

UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2018

ASSETS

Cash and kalances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Operating fixed asses

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings from financial institutions

Deposits and other accounts

Sub-ordinated loans

Liabilities against assets subject to finance lease
Deferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY
Share capital
Reserves

Unappropriated prbﬁt

Surplus on revaluation of assets - net

CONTINGENCIES AND COMMITMENTS
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Chairman President (Acting)

Note

© 0 ~

i
o

gl
12

10

13

14

(Un-audited)
June 30,
2018

{Audited)

December 31,

2017

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

297,147,613

- 25,177,204
31,056,524
1,361,751,311
790,410,010
32,690,381

119,561,747

159,765,271
26,403,906
26,916,113

1,295,719,550

739,771,983
32,752,003

7,316,833
81,239,837

2,657,794,790

‘

2,369,885,496

17,318,764
427,935,864
1,910,672,522
8,546
10,688,181

103,176,653 |

13,195,054
360,105,674
1,727,102,019

14,509

94,086,159

2,469,800,530

2,194,503,415

187,994,260 175,382,081
21,275,131 21,275,131
51,955,619 50,356,895
65,963,342 54,080,653

139,194,092 125,692,679

~ 48,800,168 49,689,402

187,994,260 175,382,081

a1

The annexed notes 1 to 23 form an integral bart of these unconsolidat?écondensed interim financial statements.
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Director
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' NATIONAL BANK OF PAKISTAN
UNCONSOLIDATED CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2018

Quarter Half Year Quarter Half Year

Ended Ended Ended Ended
June 30, Juhe 30, June 30, June 30,
2018 © 2018 2017 2017
Note (Rupees in '000%)
Mark-up / return / interest earned 35,017,298 66,407,713 29,185,403 56,525,685
Mark-up / return / interest expensed 18,998,051 36,264,016 15,425,509 30,477,327
Net mark-up / return / interest income 16,019,247 30,143,697 13,759,894 26,048,358
Provision against n'on~per=f0rming advances - net . 8.2 - 2,110,113 2,167,900 1,468,710 2,143,847
Provision / (reversal of provision) for diminution
in value of investments - net 72 555,315 313,618 260,373 (341,566)
" Provision against off-balance sheet obligations - - - -
Bad debts written off directly - - - -
; 2,665,428 2,481,518 1,729,083 1,802,281
. Net mark-up / interest income after provis ons 13,353,819 27,662,179 12,030,811 24,246,077
NON MARK-UP [ INTEREST INCOME ' ‘
Fee, commission and brokerage income 5,060,505 8,997,721 4,437,246 7,625,267
= Dividend income 810,842 1,128,103 1,349,032 1,859,333
Income from dealing in foreign currencies 1,420,702 1,719,709 335,683 1,305,392
Gain on sale and redemption of securities - net 1,604,088 2,506,197. 1,806,423 4,148,462
Unrealized loss on revaluation of
investments classified as held-for-trading (55,649) (69,040) (70,008) (34,560)
Other income 15 518,886 971,254 424,964 777,933
Total non mark-up / interest income 9,359,374 15,253,944 8,283,340 15,681,827
22,713,193 42,916,123 20,314,151 39,927,904
NON MARK-UP / INTEREST EXPENSES
Administrative expenses 12,956,786 25,409,175 12,316,041 24,748,145
Other provisions / write-offs 16 157,401 338,321 1,021,780 1,542,131
Other charges _ 7,531 8,503 12,437 23,123
Total non mark-up / interest expenses 13,121,718 25,755,999 13,350,258 26,313,399
' 9,591,475 17,160,124 6,963,893 13,614,505
Extra ordinary / unusual items - - - s
" PROFIT BEFORE TAXATION 9,591,475 17,160,124 6,963,893 13,614,505
Taxation - current ‘ 4,188,987 6,884,391 1,519,934 3,264,434
- prior period 17 & 14.4.2 (20,755,128) (20,755,128) 173,499 271,678
- deferred 10.1 18,559,865 18,539,187 918,985 1,524,933
1,993,724 4,668,450 2,612,418 5,061,045
PROFIT AFTER TAXATION . 7,597,751 12,491,674 - 4,351,475 8,553,460
Basic and diluted earnings per share (Rupees) 18 3:57 5.87 2.05 4.02

The annexed notes 1 to 23 form an integral part of these unconsolidated condensed interim financial statements.
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NATIONAL BANK OF PAKISTAN
UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2018

Quarter Half Year Quarter Half Year
Ended Ended Ended Ended
June 30,  June 30, June 30, June 30,
2018 2018 2017 2017
Qe (21 o =T=E- | ¢ I 0] 1 S ——

Profit after taxation 7,597,751 12,491,674 . 4,351,475 8,653,460
Other comprehensive income:
Items to be reclassified to profit and loss

in subsequent periods:
Exchange gain on translation of »

netassets of foreign branches : (55,173) 349,557 134,431 534,049
Items not to be reclassified to profit and loss

in subsequent periods:
Remeasurements of defned benefit liability . 1,501,140 936,566 (1,313,287) (1,780,144)
Related tax effects (525,399) (327,798) 459,650 623,050

975,741 608,768 (853,637) (1,157,094)

Other comprehensive income / (loss) - net of tax 920,568 958,325 (719,206) (623,045)
Total comprehensive income transferred to equity 8,518,319 13,449,999 3,632,269 7,930,415
Components of comprehensive income not reflected in equity:
Items to be reclassified to profit and loss in

-subsequent periods.
(Deficit) / surplus on'revaluation of available-for-sale securities (3,114,288) (1,699,794) (1,345,621) 1,647,422
Related tax effects 1,443,568 861,974 . 397,866 (479,079)
Other comprehensive (loss) / income - net of tax g (1,670,720) (837,820) (947,75E) 1,068,343

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

UNCONSOLIDATED CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)

~

FOR THE HALF YEAR ENDED JUNE 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Half year ended
June 30, 2018

Half year ended
June 30, 2017

(Rupees in '000") e

Profit before taxation 17,160,124 13,614,505
Less: dividend income (1,128,103) (1,859,333)
16,032,021 11,755,172
Adjustments
Depreciation and amortizaion 1,374,548 1,448,932
Provision against non-performing loans and advances 2,167,900 2,143,847
Provision / (reversal) for diminution in value of investments 313,618 | (341,566)
Other provision / write-offs 338,321 1,542,131
Unrealised loss on revaluation of investments classified as held-for-trading 69,040 34,560
Charge for defined benéfit plans - net 2,817,412 2,780,021
Gain on sale of fixed assets (42,307) (26,871)
Financial charges on leased assets 333 875
" 7,038,865 7,581,929
. 23,070,886 19,337,101
(Increase) / decrease in aperating assets
Lendings to financial institutions ' (5,540,411) 81,646,731
Held-for-trading securities 257,014,084 (183,440,496)
Advances (52,932,804) (54,251,174)
1 Other assets (18,930,197) (10,454,752)
179,610,672. (166,499,691)
Increase / (decrease) in operating liabilities
Bills payable 4,123,710 19,720,633
Barrowings 61,284,008 249,546,222
Deposits and other accoun:s 183,570,503 83,025,786
Other liabilities 9,007,032 13,741,773
257,985,253 366,034,414
Income tax paid (5,876,680) (10,429,063)
Financial charges paid (333) ' (875)
Benefits paid (1,797,384) (1,630,470)
(7,674,397) (12,060,408)
Net cash generated from operating activities 452,992,414 206,811,416
CASH FLOWS FROM INVESTING ACTIVITIES
Net investments in available-for-sale securities (296,185,492) (132,422,672)
Net investments in held-to-maturity securities (28,942,805) 9,055,659
Netinvestments in associates and subsidiaries - (600,000)
Dividend received 1,128,103 1,859,333
Investments in operating fixed assets (1,194,777) (1,253,872)
Sale proceeds of operating fixed assets disposed off 68,421 31,526
Net cash used in investing activities (325,126,550) (123,330,026)
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of lease obligations (5,963) (5,448)
. Dividend paid - (15,920,720)
Net cash used in financing activities (5,963) (15,926,166)
Effects of exchange rate changes on cash and cash equivalents 349,557 534,049
Net increase in cash and eash equivalents 128,209,458 68,089,273
Cash and cash equivalents at beginning of the half year 166,307,426 146,453,389
Cash and cash equivalenfs at the end of the half year 294,516,884 214,542 662

The'annexed notes 1 to 23 form an integral part of these unconsolidated condensed interim financial statements.
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NATIONAL BANK OF PAKISTAN
UNCONSOLIDATED CONDENSED INTERIM STATEMENT OR CHANGES IN EQUITY (UN-AUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2018

Attributable to the shareholders of the Bank
. Reserves
re
capital Capital ! Revenue unapp,-of?triated Total
i : rofi
Exchartge Statutory Amalgamation General Gitiaral p
translation _reserves loan loss
(Rupees in '000")
Balance as at January 1, 2017 21,275,131 7,092,485 27,'[86_,518 - 12,000,000 521,338 51,939,151 120,014,623
~ Total comprehensive income for the
half year ended June 30, 2017
Profit after tax - - - - - - 8,553,460 8,553,460
Other comprehensive loss - net of tax - 534,049 - - - - (1,157,094) (623,045)
- 534,049 - - - 7,396,366 7,930,415
Transferred from surplus on revaluation of fixed -
assets to unappropriated profit - net of tax - - - - - - 54,120 54,120
_ Transfer to statutory reserve - - 855,346 - - - (855,346) -
Transactions with owners, recorded
directly in equity
. Cash dividend (Rs. 7.5 per share) - - - - - - (15,956,348)  (15,956,348)
Balance as at June 30, 2017 21,275,131 7,626,534 28,041,864 - 12,000,000 521,338 42,577,943 112,042,810
Total comprehensive income for the
half year ended December 31, 2017
Profit after tax = - G - - - 14,474,527 14,474,527
Other comprehensive loss - net of tax - 375,904 ) - - - - (1,598,485)  (1,222,581)
) ‘ B 375,904 o3 - - 12,876,042 13,251,946
Transferred from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - - - - 54,121 54,121
Transfer tc_) statutory reserve - - 1,447,453 - - - (1,447,453) N
Amalgamation reserve upon ,
amalgamation of NBP Leasing Limited - - - 343,802 - - - 343,802
Balance as at December 31, 2017 21275131 8,002,438 29,489,317 343,802 12,000,000 521,338 54,060,653 125,692,679
Total comprehensive income for the half
year ended June 30, 2018
Profit after tax - - - - s - - 12,49° 674 12,491,674
Other comprehensive income - net of tax - 349,557 - = - - 608,768 958,325
- 349,557 - - - - 13,100,442 13,449,999
Transferred from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - ® - i 5- 414 51,414
Transfer to statutory reserve - - 1,249,167 - - - (1,249,167) -
Balance as at June 30, 2018 21,275,131 8,351,995 30,738,484 343,802 12,000,000 521,338 ) 65,963,342 139,194,092
. The annexed notes 1 to 23 form an integral part of these unconsolidated condensed interim financial statements.
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NATIONAL BANK OF PAKISTAN
 NOTES TO UNCONSOLIDATEC CONDENSEDINTERIM FINANGIAL STATEMENTS - UNAUDITED

FOR THE HALF YEAR ENDED JUNE 30, 2018
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STATUS AND NATURE OF BUSINESS

National Bank of Pakistan (the Bank) was Incorporated in Pakistan under the National Bank of Pakistan Ordinance, 1949.and
is listed on Pakistan Stock Exchange. It's registered and head office is situated at |.I. Chundrigar Road, Karachi. The Bank is
engaged in providing commercial banking and related services in Pakistan and overseas. The Bank also handles freasury
transactions for the Government of Pakistan (GoP) as an agent to the State Bank of Pakistant (SBP). The Bank operates
1,502 (2017: 1,488) branches in Pakistan and 21 {2017: 21} overseas branches {including the Export Processing Zone
branch, Karachi). The Bank also provides services as trustee fo Long-Term Credit Fund (LTCF) and Endowment Fund for
student loans scheme.

STATEMENT OF COMPLIANCE

These unconsolidated condensec interim financial statements have been prepared in accordance with the accounting and
reporting standards as applicable in Pakistan for interim fi nancial reporting. The accounttng and reporting standards as
applicable in Pakistan for interim financial reporting comprise:

- International Accounting Standard (IAS) 34, Interim Financial Reporting, Issued by the International Accounting -
Standards Board (IASB) as notified under the Companies Act, 2017;

- Islamic’ Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan as are
notified under the Companies Act, 2017,

- Provisions of and directives issued under the Banking Companies Ordinance, 1962 and the Companies Act, 2017;
and

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

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

The SBP vide BSD Circular letter No.10, dated August 26, 2002 has deferred the applicability of International Accounting
Standard 39, Financial Instruments (IAS 39); Recognition and Measurement and International Accounting Standard 40,
Investment Property for banking companies till further instructions. Moreover, SBP vide BPRD circular No.4, dated February
25, 2015 has deferred the applicability of Islamic Financial Accounting Standards IFAS 3, Profit and Loss Sharing on
Deposits. Further, according to the nofification of the SECP issued vide SRO 411()) /2008 dated April 28, 2008, International
Financial Reporting Standard IFRS 7, Financial Instruments: Disclosures has not -been made applicable for banks.
Accordingly, the requiremants of these standards have not been considered in the preparation of these tnconsolidated
condensed interim financial statements. However, investments have been classified and valued in accordance with' the
requirements of various circulars issued by the SBP. Further, segment information is being disclosed in accordance with
SBP's prescribed format as per BSD CIrcu[ar 4 dated February 17, 2006 which prevails over the requirements specified in
IFRS 8 Operating Segments.

SECP vide its netification SRO 633 (1) /2014 dated July 10, 2014, adopted IFRS 10 Consolidated Financial S:atements (IFRS
10) effective from the periods stariing from June 30, 2014. However, vide its notification SRO 56 {)/2016 dated January 28,
2016, it has been notified that the requirements of IFRS 10 and section 237 of the repealed Companies Ordinance, 1984 will
not be applicable with respect to the investment in mutual funds established under Trust structure.

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



i 2.4

2.5

TR Ty TR Ty T T

3 T

T

T

3

[

© 2.6

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

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

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

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

IFRS 9 'Financiz| Instruments' (IFRS 9) - effective date: July 01, 2018

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

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

The IASB has issued a new standard for the recognition of revenue. This will replace IAS18 ' Reven.ue' which covers
contracts for goods and services and IAS 11 'Construction Contracts' which covers construction contracts.

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

IFRS 16 'Leases' (IFRS 16) - effective date: January 01, 2018

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

BASIS OF MEASUREMENT

These condensec interim unconsolidated financial statements have been prepared under the historical cost convention
except that certain fixed assets as non-banking assets acquired in satfisfaction of claims are stated af revaiued amount,
certain investmerts, commitments in respect of certain forward foreign exchange contracts and derivatives financial
instruments had baen marked to market and are carried at fair value.

These unconsolidated condensed interim financial statements are presented in Pak rupees which is the Bank's functional
and presenta{ion_ currency. . .

SIGNIFICANT ACCOUNTING POLICIES

The accounting pelicies adopted fo- presentation of these unconsolidated condensed interim financial information are the
same as those followed in the preparation of the unconsolidated financial statements of the Bank for the year ended
December 31, 2017, except for;
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4.1.2

Surplus on revaluation of fixed assets..

The Companies Act, 2017 is applicable for financial periods beginning on January 01, 2018 and require a change in
accounting policy related to surplus on revaluation of fixed assets. Under the new requirement, the treatment of such surplus
shall be in line wth the requirements of IAS 16 - Property, Plant and Equipment (IAS 16), since Section 235 of the repsaled
Cotnpanies Ordinance, 1984 has not been carried forward in the Companies Act, 2017. The Bank has revised its accounting
policy in respect of measurement of surplus on revaluation of fixed assets which are now accounted for in accordance with
IAS -18. The Bark is in process to carry out revaluation of its assets and accordingly the impact will be accounted for as per
revised policy in the annual financial statements of the Bank for the year ending December 31, 2018.

The management of the Bank believes that the impact of change in accounting policy for the prior period is not material for
the purpose of thase unconsolidated condensed interim financial statements.

Impairment of finéncial assets

The Bank is currently awaiting instructions from the SBP as applicability of IAS 39 was deferred by the SBP f{ill further
instructions. However, the SBP has instructed banks to prepare potential qualitative and quantitative impact assessments as
a result of adoption of [FRS 9 using the performa financial statements for the year ended December 31, 217. The Bark is
required to submit its impact assessment to the SBP i in due course of time. Accordingly the Bank has starfed the process for
such assessment.

As per accounting policy of the Bank, general provision against loan losses of overseas branches is made as per the
requirements of the respective central banks. During the current year, IFRS 9 became applicable in few overseas branches
of the bank and was implamented in Bahrain branch of the Bank. Application of this standard in Bahrain branch resulted in
additional provision charge of Rs.120 million as at June 30, 2018 which is included in general provision against non-
performing advances,

ACCOUNTING ESTIMATES AND JUDGEMENTS

The accounting estimates and judgements used in the preparation of these unconsolidated condensed interim financial
statements are consistent with those applied in the preparat:on of the annual financial statements of the Bank for the year
ended December 31, 2017.

FINANCIAL RISK MANAGEMENT

The financial risk management objectives and policies applied during the period are consistent with those disclosed in the
annual financial s:atements of the Bank for the year ended December 31, 2017,
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INVESTMENTS - net

Investments by type:
Held-far-trading securifies

Market Treasury Bills
Pakistan Investment Bonds

Total held-for-trading securities

Available-for-sale securities

Ordiru'ary shares of listed companies

6fdin'ar9‘shares of unlisted companies

Market Treasury Bills

Pakistan Investment Bonds

GoP Foreign Currency Bonds

Foreign Currency Debt Securities

Foreign Government Securities

Term Finance Certificates / Musharika
and Sukuk Bonds

Preference Shares

Investments in Mutual Funds

investments Oufside Pakistan

Tofal available- for- sale securities

Held-to-maturity securities

Pakistan Investment Eoncs

Market Treasury Bills

GoP Fareign Currency Bends

Foreign Government Securities

Foreign Currency Debt Securities

DCebentures, Bonds, Participation Term
Cerlificates & Term Finance Certificates

Total held-to-maturity securities
Investments in associates
Investments in Joint venture
Investments in subsidiaries

Investments at cost

Less: Provision for diminution in
value of investments

Investments - net of provision
Unrealized foss on revalustion of invesiments
classified as held-for-fracing

Surplus on revaluation of zvaitable-for-sale
securities

Total investments *

Note

7.2

June 30, 2018 {Un-audifed}

December 31, 2017 {Audited)

Total

Held by Given as Held by Given as Total
Bank Collateral Bank Collateral
mmmmsseneenannneen (RUpEES i 000"} (Rupees in '000') —---—rmmmmemenenan
246,240,581 181,246,001 427,486,582 371,720,614 | 311,336,019 683,059,633
1,183,385 - 1,183,385 2,638,247 - 2,638,247
247,4'23,966 -+ 481,246,001 428,669,967 374,358,861 311,33¢,01¢ 685,697,680
25,017,426 - 25,017,426 23,202,143 - 23,202,143
2,005,182 - 2,006,182 1,381,812 - 1,381,912
214,191,014 | 160,895,933 375,088,947 138,558,842 - . 138,558,842
18‘[,?27,880'_ 3,850,000 185,577,880 124,897,777 7,700,000 132,597 777
19,261,261 - 19,261,261 16,823,587 - 16,823,587
1,136,767 - 1,136,767 1,612,104 - 1,612,104
604,135 - 604,135 548,752 - 548,752
67,202,213 - 67,202,'213 54,664,793 - 64,664,793
570,535 - 570,635 556,944 - 556,944
819,646 - 819,646 1,149,646 - 1,149,646
463,295 - . 463,295 463,295 n 463,295
512,999,354 164,745,933 677,745,287 373,859,785 7,700 000 381,559,795
' 177,156,550 - 177,156,550 169,476,489 - 169,476,489
19,604,676 - 19,604,676 - - -
2,526,044 - 2,526,044 2,309,720 - 2,308,720
22,383,918 - 22,383,918 20,942,215 - 20,942,215
465 - 485 424 - 424
710,713 - 710,713 710,713 - 710,713
222,382,366 - 222,382,366 193,439,561 - 193,439,561
4,970,863 - 4,970,863 4,970,863 - 4,970,863
2,362,433 - 2,362,433 2,362,433 - 2,362,433
3,906,750 - 3,906,750 3,908,750 - 3,906,750
994,045,732 345,991,934 ‘[,340,037,656 952,898,263 319,039,119  1,271,937,282
(14,993,183} - {14,993,183) {14,679,565) - {14,679,565)
979,052,543 345,991,934  1,325,044,483 938,218,698 319,039,019 '1,257,257,717
(180,251) 124,214 {69,040) {13,829) - {13,829)
36,286,445 490,423 36,775,868 38,432,157 43,505 38,475,662
1,015,147,743 346,603,563  1,361,751,311 976,637,026 319,082,624  1,285,719,550
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Particulars of provision for diminuzion in value of investments - net

Opening balance
Charge for the pariod / year
Reversals

Other transfer
Transfer to advances

" Closing balance

Particulars of provision in respect of type

Available-for-szle securities

Ordinary shares of listed companies and mutual funds

Ordinary shares of unlisted compenies

Debentures, Bords, Participation Term Certificates,
Term Finance Certificates and Stkuk Bonds

Preference shares

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

Investment in associates
Investment in subsidiaries

Particulars of pravision in respect of segments

Fulty Paid up Ordinary Shares

Debentures, Bonds, Participation Term

Certificates, Term Finance Certificates
and Sukuk Bonds

Other investments

Investments in associates

Investments in sabsidiaries

ADVANCES - net

Loans, cash cgredits, running finanzes, etc.

In Pakistan
Outside Palkistan

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

Payable in Fakistan
Payable outside Pakistan

Advances - gross

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

Advances - net of provision

{Un-audited)

June 30,
2018

{Audited)

December 31,

2017

{(Rupees in '000") -

14,679,565 17,404,984
§72.130 1557 553
(358,512) (3,281,087)
313,618 . (1,743,534)

; 22268
- (1,004,153)
14,993,183 14,679,565
' 3,305,706 2,715,147
398,923 308,923
5,628,910 5,925,187
433 444 433,444 -
424,833 424,833
3,791,181 3,771,845
1,010,186 1,010,186
14,993,183 14,679,565
3,668,628 3,078,069
6,053,743 6,350,020

469,445 469,445
3,791,181 3.771,845

. 1,040,186 1,010,186

14,993 183 14,679 565

795.894.833 | | 746,153,332

70,398,517 65,775,775

866,291,350 811,929,107

23,134,529 19,138,198
299,186 584,569

10,162,054 12,901,944

12,754,951 12,383,952

22.917,008 25.285,396

912,642,070 856,937,770

113,387,903 | | 110,650,721
8,844,157 6.515.066

122.232.060 117,166,787

790,410,010 739,771,983
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Advances include Rs.122,309 million {December 31, 2017: Rs. 120,798 million) which have been placed under the non-

performing status as detailed below:

-

Category of Classification

Other Assets Especially Mentioned
Substandard

Doubtful

Loss

Category of Classification

Other Assets Especially Mentioned
Substandard

Doubtful

Loss

June 30, 2018 (Un-audited)

Domestic Overseas Total Provi‘sion Provision
required Held
(Rupees in '000")
1,584,167 - 1,584,167 67,444 67,444
4,090,147 - 4,090,147 981,432 981,402
2,992,225 - 2,992,225 1,468,509 1,468,508
79,132,613 34,508,625 113,642,238 110,870,548 110,870,548
87,798,152 34,509,625 122,308,777 113,387,903 113,387,903
December 31, 2017 {Audited)
Domestic Overseas Total Provi-sion Pr ovision
required Held
{Rupees in '000%)
1,272,524 - 1,272,524 44,587 44,587
5,623,565 55,631 5,679,096 1,362,851 1,362,851
2,442 003 25,767 2,467,770 1,194,486 1,194,486
79,712,318 31,665,916 111,378,234° 108,048,797 108,048,797
89,050,410 31,747,214 120,797,624 110,650,721 110,650,721

Particulars of provision against non-performing advances

June 30, 2018 (Un-audited)

December 31, 2047 (Audited)

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

Opening balance 110,650,721 6,515,086 117,165,787 109,655,106 4,431,2C6 114,086,312
Exchange adjustments 2,857,908 40,465 2,898,373 950,912 15,533 966,445
Charge for the period / year 5,903,582 2,294,677 8,198,259 2,904,241 2,558,971 5,653,242
Reversals (6,024,308) {6,051) {6,030,359) (3,994,298) (490,644)||  (4,484,942)

{120,726} 2,288,628 2,167,900 (1,000,057) 2,068,327 1,088,270
Transfer from investments - . - 1,004,153 - . 1,004,153
Cther transfers - - - 44,487 44,487
Amounts written off - - {899} - (899)
Amount charged off - - {2,981) - (2,981)
Closing balance 113,387,903 8,844,157 122,232,060 -110,650,721 6,515,063 117,165,787

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

atlowed in due course.
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{Un-audited) (Audited)
June 30, December 31,
- : - 2018 2017

7 . e (RUPEES 10 '000") meammmmmmmnin
OPERATING FIXED ASSETS ,
1,882,324

Gapital work-in-progress 1,823,691
Property and equipment 30,502,379 30,386,388
Intangible assets 305,678 541,924

’ 32,690,381 32,752,003

Additions and dishosals during the pericd amounted fo Rs 1,194 million (June 30, 2017: Rs. 1,253 million) and Rs. 70
million June 30, 2017: Rs. 56 million) respectively.

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

_ ‘ mmmnemmnrenon (RUPEES 1 '0007) ‘wmmmememmemems
DEFERRED TAX LIABILITIES / ASSETS - net -

Deferred tax assets arising in respect of

Prevision for diminution in the value of investments 236,751 3,278,835
Prcvision against non-performing advances 622,390 622,390
Otter provisions 105,416 2,186,076
Prevision against defined benefits plans 2,523,608 13,615,636
Unrealized icss on derivatives i - 439,026 {
~ Prevision against off-balance sheet obligations 115,222 116,622
Excess of accounting book value of leased assets over lease liabilities 4,046 5,078
Carried forward unabsorbed tex losses of merged subsidiary 10,705 10,705
3,618,138 20,274,368
Deferred tax liabilities arising in respect of
Revaluation of available-for-sale securities (11,642,955} (12,504,929)
Non-banking assets {88,981) (89,981)
Operating fixed and non-banking assets (258,551) (362,625)
Citers (2,314,832) -
(14,306,319) {12,957 535)
~ Net deferred tax Jliabilities) / assets (10,688,181) 7,316,833

The Bank has received favorable ATIR decision in respect of Tax Years 2011-2014 and order for the tax year 2015 during
the perod which resulted in increase in determined refunds by Rs. 20.3 billion-and prior year tax provision reversal of Rs.
2.11 bition. Accordingly, deferred tax assets recognized in prior years are no longer reqwred therefore reversed, which
amounted to Rs. 18.6 billion.

BORROWINGS FROM FINANCIAL INSTITUTIONS

Borrowings include repurchase agreement borrowings amounting to Rs. 345,992 miilion (December 31, 2C17: Rs. 320,038
million). ‘

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

: vassimmann (RUPEES 11 *000") mmmremmemsnene
DEPOSITS AND OTHER ACCOUNTS |

Financial Institutions

Remunerative deposits
Non-remunerative deposits

Customers
Fixed deposi:s 336,481,804 336,226,013
Savings deposits 494,262,799 476,795,758
Current accounts - remunerative 313,501,726 278,684,284
Current accounts - non-remunerative 474,155,230 361,576,224

1,615,401,559

1,453,282,279

18,959,535 62,381,311
276,311,428 211,438,429
295,270,963 273,819,740

1,910,672,522

1,727,102,019




1

SRR RO R S A

3

7

7

- 13.

14.
14.1

14.2

14.3

SURPLUS ON REVALUATION OF ASSETS -net

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

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

Federal Government Securites

Term Finance Ceriificates and Sukuks
Shares and units of mutual funds

GoP Foreign Currency Bonds

Foreign Curency Debt Securities
Investments outside Pakistan

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

CONTINGENGIES AND COMMITMENTS

Direct credit substitutes

‘(Un-audited)

June 30,
2018

(Audited)

December 31,'

2017

oee-m-te-==- (Rupees in '000°) ——-———

21,492,889 21,544,303
2,174,366 2,174,366
23,667,255 23,718,669
(2,232,758)| | 953,651
181,639 128,201
25,985,036 26,194,363
(953,324) 292,789
(245,857) 62,855
14,041,132 10,843,713
36,775,868 38,475,662
60,443,123 62,194,331

(11,642,955)

(12,504,929)

48,800,168

49,689,402

This includes general-guarantee of indebtedness, bank acceptance guarantees and standby letters of credit serving as

financial guarantees for loans znd securities issued in favour of:

- Government
- Financial institutions
- Others

Transaction-related contingent liabilities

(Un-audited) {(Audited)

June 30, December 31,

2018 . 2017.
—=-memmeeee (Rupees in '000') —--------o-
10,087,996 18,841,970
5,252,151 2,836,911
28,953,872 27,834,214
44,294,019 49,513,005

This includes performance bonds, bid bonds, warrantieé, advance payment guarantees, shipping guarantees and standby

letters of credits related to partcular transactions issued in favour of;

- Government
- Financial institutions
- Others

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

- Government
- Financial insfitutions
- Others

{Un-audited)

June 30,
2018

{Audited)

December 31,

2017

wermsmanens (RUPEES i1 '000") omsememenn

20,639,758 15,084,426
49,782,946 ' 33,247,316
24,372,646 17,111,631
94,795,350 65,443,373
581,991,826 326,644,898
2,539,997 2,647,619
95,852,412 89,200,608
680,384,235 418,493,128
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14.4

14.4.1

™ 14.4.2

'14.4.3

14.4.4

14.4.5

{Un-audited) {Audited)
- June 30, December 31, -
2018 . 2017

e (RUPEES 1N '000') =mnssinn
Other contingencies

Claims against the Bank not acknowledged as debts including claims
relating to former Mehran Bank Limited amounting to Rs. 1,597 million 19,282,205 16,747,536

(2017: Rs. 1,587 million).

Taxation

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

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

b)  Against ATIR orders for the Tax Years 2011 to 2014, the Bank has obtained appeal effect orders which has resuited in
net increase in determined refunds by Rs. 18.358 billion and prior year tax reversal of Rs. 1.914 billion. Further, as a
result of appeal effect order passed under section 124 / 122(5A) of the Income Tax Ordinance, 2001 for the tax year
2015, the net refund have increased by Rs.1.899 biliion and tax reversal of Rs. (1,188 billion. Therefore, the aggregate
refunds increased by Rs.20.257 billion and prior year tax reversal of Rs, 2,113 billion.

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

Barter Trade Agreements

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

Gelden Handshake f Encashment of Unavailed Leaves / Qutsourcing / Medical

The current status of these conlingencies is same as disclosed in the annual financial statements of the Bank for the year
ended Decen{ber 31, 2017.

Pensionary benefits to retired employees

In 1977 the Federal Govl. vide letter No. 17 (8) 17 Xl / 77 dated November 30, 1977 addressed to the Pakistan Banking
Council, directed that all executives / officers of all nationalized banks would be paid pension as calculated @ 70% of
average emoluments on completion of 30 years of qualifying service and where qualifying service was lass than 30 years
but not less than 10 years, proportionate reduction in percentage was to be made. This pension scheme was made
applicable with effect from May 01, 1877,

In the year 1997, the Banks Naticnalization Act, 1974 (“BNA, 1974") was substantially amended whe-eby the Pakistan
Banking Council was dissolved and the Board of Directors of the nationalized banks were empowered / mandated
respectively to determine perscnnel policies with the President of the Bank deciding the remuneration and benefits of the
employees in accordance with policies determined by the Board. In the year 1899, by viriue of the said amendments in
BNA, the Board of Directors of the Bank approved the revised pay structure for the officers / executives of the Bank with
effect from January 01, 1999 vide Circular No.37/1898, whereby the basic salary was increased hy 110 % to 140% and
besides giving multifarious bensfits to its employees, formula for monthly gross pension was revised. However, the amount
of gross pension on the basis of existing basic pay and existing formula was protected.

A number of bank's employees, sfter attaining the age of superannuation filed writ petitions before the Lahore High Court
and the Peshawar High Court, praying for re-calculation of their pensionary benefits and increases in acco-dance with the
Bank circular No. 228 (C) dated Cecember 26, 1977 and furthermore, for allowing the increases in their penision as per the
increases allowed by the Federal Government to its employees. This litigation started in the year 2010-11.



.

14.4.6

it

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

Lahore High Court, vide its judgment dated January 15, 2016, allowed the writ petitions on the same matier and the Bank
was directed to release the pensionary benefits of the Petitioners. The said order was assailed by the Bank by filing Intra
Court Appeals ir January 2016 which were dismissed by Lahore High Court, Lahore, thraugh its judgment dated January
16, 2017. The Bank assailed the said judgment by filing appeals in the Supreme Court of Pakistan.

The Henorable Supreme Court of Pakistan after hearing the arguments of bath Parties, vide its judgement cated September
25, 2017 has ugheld the decision of a Division Bench of the Lahore High Court on the contention of increase in Bank’s
employees’ pension, thereby instructing the Bank to give pension benefils fo its employees in the light of Head Office
Instruction Circu'ar No. 228 (c) of 1977, Under this Circular, the pension of employees was io be caiculated @ 70% of
average emoluments upon completion of minimum gualifying service requirement, besides requiring the Bank to follow
subsequent revisions in pension scheme and rates granted by the Federal Government to civil servants frort time to time as
well. ' :

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

In case this matter is decided unfavorably, the Bank estimates based on the actuarial advice that the financial impact atising
from the additioral liabiiity would be approximately Rs. 54.3 billion excluding any penalty interest / profit payment due to
delayed payment in case of unfavorable decision. Pension expense for the year 2018 onward will also increase by Rs 7.5
billion due fo this decision. No provision has been made in these unconsolidated condense interim financiz! statements for
the above-mentionad amount as the Bank is confident about the favorable outcome of the matter based cn the opinion of
the legal advisor.

Litigation related to management trainee program

The Bank started Management Trainee Officers (MTQs) program in the year 2003 and from 2003 to 2013, 14 batches of
MTOs were .inducted in the Bank’s regular service in general banking, human resource, audit and information technology
department. Mr. Ashfaq Ali and 2 others in 2010 had filed CP No. D-417/2010 before the Sindh High Court (SHC) Bench at
Sukkur while praving to treat them equally in respect of remunerations given by the Bank to other employees (MTOs) having
same grade, nature of job and qualification.

On March 13, 2013, the Bank was ordered to ensure the equal treatment to the petitioners with similarly placed employees
without any discrimination. The SHC order was assalled by the Bank before the Apex Court through CP N2. 85/2013. The
Bank was granted Leave, however subsequently, Bank's civil appeal was dismissed vide order dated September 21, 2016
in terms of which the order of the Sindh High Court was upheld, however, the respondents were held to be entitled for same
salary, perks and emoluments as are applicable and payable to the MTC working in contemporary grades ‘rom the date of
judgment of the SHC order. The Bank had settled the claims of three employees which approximate to Rs. 5 million during
the year 2017.

Various other employees of the Bank have also approached the courts in their jurisdiction on the basis of Apex Court
decision and claimed the similar benefits and consequently Lahore High Court vide order sheet dated March 30, 2018
directed the Bank to follow judgment of apex court and in another case, Peshawar High Court (PHC) passed judgement
dated May 30, 2018 in favor of an employee and directed the bank to pay the arrears of ail such benefits to the employee
and extended the decision to all other employees who are not the parties of the litigation.

The Bank has filed intra court appeals in the Lahore High Court which is accepted by the court and as advised by our legal
counsels, the Bank considers that due to other benefits given to non-MTO employees in the past as highlighted by the Bank
in its intra court appeals, the Bank has a reasonable merits to convince the courts that decision of Apex Court cannot be
applied outrightly instead it needs to be assessed based on facts of each case.
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Compliance and risk matters relating to anti-money laundering

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

{Un-audited) {Audited)
June 30, December 31,
2018 2017
~mmmmm-- (Rupees in '000") wewemmen

Commiiments in resbect of forward exchange contracts

Purchase 220,253,208 202,309,263
Sale : . ) 170,523,183 142,915,579

Other commitments

Professional se-vices to be received : 15,400 23,115

Commitments in respect of firancings

Undrawn committed facilities (which are not canceliable) 23,100,756 41,261,434
Uncenditionally cancellable

commitments (which can be cancelled at any time without notice) 104,780,437 116,441,330
Commitments for the acquisition of operating fixed assets 488,817 826,727

OTHER INCOME

Other income includes Rs. 888 million (June 30, 2017: Rs. 689 million) in respect of compensation on delayed refunds
under section 171 of the Income Tax Qrdinance, 2001. This compensation has been calculated at the rates applicable
under section 171 on the amount of refund for the period commencing at the end of the three months of refund becoming
due to the Bank and the date of adjustment of refund by the income tax authorities.

OTHER PROVISIONS | WRITE - OFFS

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

TAXATION

The Federal Government vide Finance. Act 2018 has imposed a super tax at the rate of 4% on income of Banks for the year
ending December 31, 2018 (Tax Year 2019). Accordingly, provisions of Rs. 706 million for the Super Tax has been made for

the six months.
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18. BASIC AND DILUTED EARNINGS PER SHARE

Quarter Half Year Quarter Half Year
Ended Ended Ended Ended
June 30, June 30, «une 30, June 30,
2018 2018 2017 2017
Profit after taxation (Rupees in '000") 7,597,751 12,491,674 4.351,475 8,553,46(
Weighted average number of ordirary shares
(in *000') 2127513 2127513  2127,513 2,127 512
Basic and diluted earnings per sha-e {Rupees) 3.57 5.87 2.05 4.07
19. OTHER DISCLOSURES
19.1 Segment details with respect to business activities
The segment analysis with respect to business activity is as follows:-
Corporate  Trading & Retail Commercial Payment & Agency Total
Finance Sales Banking Banking Settlement  Services
(Rupees in '000")
Half year ended June 30, 2018
{Un-audited)
Total income 180,886 10,517,529 2,509,021 26,848,210 413,063 4,928,932 45,397,641
Inter segment revenue - (9,975,218)  12,269,88% (2,294,673) - - -
Total expenses 35102 123,476 7,556,580 17,680,563 95,388 2,746,407 28,237,517
Net income 145,784 418,837 7,222,330 6,872,974 317,674 2,182,525 17,160,124
Segment assets {3ross) - 428,669,967 218,130,929  2010,993,894 - 2,657,794,790
Segment non - performing loans - - 9,139,908 113,168,869 - - 122,308,777
Segment provision required - - 9,986,956 112,245,104 - - 122,232,060
Segment liabilities - - 684,626,046 1,785,174,484 - - 2,469,800,530
Segment return on assets
(ROA) (%) 0.00% 0.22% 7.50% 0.77% 0.00% 0.00% 1.46%
Segment cost of funds (%) 0.00% 0.00% 3.12% 4,23% 0.00% 0.00% 3.95%
Half year ended June 30, 2017
{Un-audited)
Total income 408,664 1,444,413 1,604,159 33,820,203 323,506 4,129,240 41,730,185
Inter segment revenue - (1,400,024} 9,831,817 (8,431,792) - - -
Total expenses 70,398 7,550 6,043,562 19,419,666 80,439 2,494,065 28,115,880
Net income 338,266 36,839 5,392,414 5,968,745 243,067 1,835,175 13,614,505
Segment assets (Gross) - 193,420,549 208,984,586 1,922,422 564 - 2,324,827.699
Segment non - performing loans - - 9,667,387 112,599,401 - - 122,166,788
Segment provision required - - 9,268,963 106,768,245 - - 116,038,208
Segment liabilities - - 597,359,093  1,557,693,769 - - 2,155,052,862
Segment return on assets 2.00% 0.14% 5.58% 0.68% 0.00% 0.00% 1.37%
{ROA) (%)
Segment cost of funds (%) 0.00% 0.00% 3.07% 4.08% 0.00% 2.00% 3.79%




19.2 Fair value of financial instruments

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

Fair value of fixed term loans, other assets, other liabilities, fixed term deposits and borrowings can not be calculated with sufficient
reliability due to absence of current and active market for such assets and lizbilities and reliable data regarding market rates for similar
instruments. In the opinion of the management, the fair value of the remaining financial assets and liabilities are not significantly

F different from their carrying values since these are either short term in nature or, in the case of customer loans and deposits, are

a frequently repriced.

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

Level 1: Fair value measurements using quoted prices (Unadjusted) in active markets for identical assets of liabilities.

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

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

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

f June 30, 2018 (Un-audited)
Carriying values Fair value

(Rupees in ‘000"

- Level 1 level 2 Level 3 Total
L
+

On halance sheet financial instruments

=
é Financial assets measured at fair value
Held for trading securities
Em Market Treasury Bills 427,418,977 - 427,418,877 427,418,977
| Pakistan Investment Bonds 1,181,950 - 1,181,950 1,181,950
o Available for sale securities
Ordinary shares of listed comparies 44,463,050 44,463,050 - 44,463,050
Ordinary shares of unlisted companies 1,606,259 - 1,606,259 1,606,259
J— Market Treasury Biils 374,994,606 - 374,994,606 374,994,606
Pakistan Investment Bonds 183,437,463 “ 183,437,463 183,437,463
GoP Foreign Currency Bonds 18,307,937 - 18,307,937 18,307,937
Foreign Currency Debt Securities 890,910 - 890,910 890,910
T Foreign Government Securities 604,135 - 604,135 604,135
Term Finance Certificates / Musharika
and Sukuk Bonds 61,754,942 - 61,754,942 61,754,942
- Preference Shares 137,091 137,091 - 137,091
Investments in Mutual Funds 4,053,351 4,053,351 - 4,053,351
Investments Quiside Pakistan 14,504,427 14,504,427 - 14,504,427
o Off balance sheet financial instruments
Foreign exchange contracts purchase and sale 390,776,391 - 2,233,232 2,233,232

1
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On balance sheet financial instruments

Financial assets measured at fair value

Held for trading securities

Market Treascry Bills
Pakistan Investment Bonds

Availabie for sale securities

Ordinary shares of listed compenses

Ordinary shares of unlisted companies

Market Treas. vy Bills

Pakistan Investment Bends

GoP Foreign Zurrency Bonds

Foreign Currercy Debt Securities

Foreign Government Securities

Term Finance Certificates / Musharika
and Sukuk Bonds

Preference Shares

Investments in Mutual Funds

Investments Cutside Pakistan

Off balance sheet financial instruments

Foreign exchange contracts purchase and sale

December 31, 2017 (Audited)

Carriving values Fair value
Level 1 Level 2 Level 3 Total
(Rupees in '000"
683,040,159 - 683,040,150 - 683,040,159
2,643,882 - 2,643,892 - 2,643,892
46,681,359 46,681,359 - - 46,681,359
982,989 - 982,989 - 982,089
138,560,516 - 138,560,516 - 138,560,516
133,548,754 - 133,549,754 - 133,549,754
17,116,376 - 17,118,376 - 17,116,376
1,674,959 - 1,674,959 - 1,674,958
548,752 - 548,752 - 548,752
58,867,897 - 58,867,897 - 58,867,897
123,500 123,500 - - 123,500
1,149,846 1,149,646 - - 1,149,645
11,307,008 11,307,008 - - 11,307,008
345,224 842 - 1,239,755 - 1,239,756

Certain categories of operating fixed assets (land and buildings) and non-banking assets acquired in satisfaction of claims are carried
at revalued ame.ais (level 3 measurement) determined by professional valuer based on their assessment of the market values,

Basel Il liqudity requirements

Liquidity coverage ratio

Total high quality | quid assets
Total net cash outflow
Liquidity coveragz ratio %

Net stable funding ratio

Total available stable funding
Total required statde funding
Net stable funding ratio %

(Un-audited) {Audited)
June 30, December 31,
2018 2017
--------- (Rupees in '000") «mmemmnv
926,691,955 984,828,182
552,202,600 580,370,735
168% 170%

1,752,633,432
441,374,524
397%

1,531,580,508
419,276,880
365%
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20, RELATED PARTY TRANSACTIONS

‘The Bank has related parly relationship with its associated undertakings, subsidiary companies, joint-venture, employee benedit plans, and its key.
management persennel Gncluding their associates). The details of investments in subsidiary companies and associated undertakings are stated in note 7.

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

Joans, empicyees szale of assets and provident fund, that are as per agreement.

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

Advances

Key Management Execuiives

- Adjustments®

Subsidiaries

Asscciates

Debis due by Gampany i
which director is interested
as director

Adjustments™®

Deposits

Subsidiaries
Adjustments*

Associales
Key Management Executives
Adjustments*

Directors
Adjustmenis®

Pension Fund {Current)
Pension Fund {Fixed Deposit)
Pension Fund {N.L.D.A Alc)
Provident Fund

* Adjustments due te changes In key management executives.

2018 {Un-audited)

2047 (Audited)

At Given Repaid At At Given Repaid At
January 01, during the during the June 30, January 01, during the during the December 31,
2018 period period 2018 2017 year year 2017
(Rupees in '000)
145,369 5,000 (13,454) 136,915 185,830 11,782 (19,962) 177.650
77,896 . . 77,696 (32,2813 T - {32,281)
223,065 5,000 {13,454) 214,611 153,549 11,782 (19.962) 145,369
398,914 110,022 371) 508,565 494,147 34,299 (129.532) 398,914 .
3,314,085 - {169,092) 3,144,993 3,297,168 18,750 ) (1,833) 3,314,085
" I 16,605 . {15,5085) 1,100 - 2,000,000 | (2,000,000) -
61,789 . - 61,789 . - - .
61,789 16,605 {15,505) 62,889 - 2,000,000 2,000,000} -
3,997,853 431,627 (198,422) 3,831,058 3,944,864 2,064,831 (2,151,327} 3,858,368
2018 (Un-audited} 2017 {Audited)
At Received Repaid At At Recelved Repad At
January 01, during the during the June 30, January 01, duringthe during the December 31,
2018 period period 2018 2017 year year 2017
(Rupees in '000) .
885,251 163 (87,842) 797,572 1,278,332 7.395 (400,476) 865,251
(553,569} - - {653,569 - - - -
331,682 163 (87,842) 244,003 1,278,332 7,385 (400,478) 885,251
62,047 213,712 {214,247) 681,512 28,838 430,392 {408,116) 51,114
{4,440} - - {4,440 10,933 - - 10,933
57.607 213,712 (214,247} 57,072 39,771 430,392 (408,116) 62,047
15,614 17,584 {19,618} 13,580 4,655 37,321 (27,127) 14,849
11 - - 11 765 - - 765
15,625 17,584 {19,618) 13,591 5,420 37,321 (27,127) 15,614
1,248 1,911,319 {1,909,407) 3,160 1,363 3,781,571 {3,781,686} 1,248
10,300,000 41,000,000 {11,000,000) 10,300,000 8,800,000 10,300,000 (8,800,000} 10,300,000
514,539 13,353,634 ({13,569,833) 298,240 1,035,958 2,744,580 (3,266,000) 514,539
12,749,309 13,357,948 (13,607,150} 12,500,107 13,137,045 1,808,033 {2,195,769) 12,749,309
23,970,010 39,854,360  (40,408,097) 23,416,273 24,297,890 19,108,292 {18,879,174) 24,528,008




Placements with:
Joint venture

(Un-audited)

June 30,
2018

--weeme-- Rupees In '000

(Audited)

December 31,

2017

232,435 675,870
- Borrowing from: .
| -~ Joint venture 45,535 87,920
Subsidiary 451,531 553,569
- .
; . Mark-up receivables from subsidiaries 194,851 194,971
* Mark-up receivables f-om associates 1,703,500 2,082,323
Other receivables from subsidiaries 73,280 - 78,133
gw Other payables to sutsidiaries - 5,292
| .
Investment in assoc.ates 500,000 600,000
rﬂ Lease finance liabflities paid to subsidiaries 6,824 7,968
[ (Un-audited)  (Un-audited)
June 30, June 30,
- 2018 2017
[ _ wesmmmmaes RUPEES N 2000 -euvneee
Income for the period
™ On advances / placements with:
1 - Subsidiaries 6,817 10,419
- Joint Venture 284 682
E Debts due by company in which director of the bank is interested as director : 14,733 1,716
Dividend from joint venture . . - 134,870
jﬁ Dividend from subsidizry : 7,875 -
| © Financial charges paid on lease assets to subsidiaries ' 421 . 502
- Expenses for the period
g Remuneration to key management executives 208,797 241,382
: Charge for defined benefit plan 24,815 28,965
Em Mark-up on deposits of:
| ~ Subsidiaries - 5,689 17,740
" Provident fund 554,188 820,121
Pension fund 372,801 329,427
E_ . Transaction fee paid tc company in which directors of the bank are interested as director | 5,087 5,835
s Commission paid to subsidiaries ' 4,025 1,518
| - Mark-up on borrowing / deposits

Joint ventures 822 18

Transactions with Government-related entities

.

The Federal Government through the State Bank of Pakistan holds controlling interest (75.60% shareholding) in the Bank and
therefore entifies which are owned and .’ or controlled by the Federal Government, or where the Federal Government may
exercise significant influence, are related parties of the Bank.

S

The Bank in the ordinay course of business enters into transaction with Government-related entities. Such transactions include
lending to, deposits from and provisicn of cther banking setvice to Government-related entities.

S

The Bank also earned commission on hardling treasury transactions on behalf of the Government of Pakistan amounting to Rs.
4,838 million for the half year ended June 30, 2018. As at the Statement of Financial Position date, the loans and advances,
deposits and contingencies refating to Gevernment-related entities amounted to Rs, 348,407 million, Rs. 682,882 million and Rs,
612,720 million respectively and income earned on advances and profit paid on deposits amounted to Rs. 9,330 million and Rs.
12,083 million respectively. '

—

-
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ISLAMEC BANKING BUSINESS

-

The Bank is operating 173 (December 31, 2017: 169) islamic banking branches as at June 30, 2018. Statement of financial

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

STATEMENT OF FINANCIAL POSITION

Assets

‘Cash and balances with treasury banks

Baiances with other banks
Investments

Islamic financing and related assets
Operating fixed assets

Other assets

Liabilities

Bills payable
Deposits and other accounts

- Current aczcounts

- Saving accounts

-"Term depcsits

- Deposit frem financial institutions-Remunerative

- Deposit frem financial institutions-Non-Remunerative
Due to Head Office
Other liabilities

Net Assets

Represented By

tslamic Banking ~und
Unappropriated [oss

Surplus on revaluation of investmerts

Investments

Sukuk
Leasing Certificate
Provision against investments

(Un-audited)
June 30,
2018

(Audited}
December 31, .
2017

-—mmmmeee {'RUPEES N "000") oo

3,466,712 3,019,664
6,017,632 2,809,667
24,233,795 17,854,897
22,942,577 18,946,404
244,794 195,431
1,560,759 1,149,381
58,466,269 43,975,444
109,612 126,099
15,137,682 11,835,097
24,171,445 18,380,007
2,245,744 2,593,239
3,000,000 4,000,000
253,000 -
14,219,713 5,120,098
156,199 257,113
56,293,395 42,411,653
2,472,874 1,563,791
2,200,000 1,700,000
(47,949) (228,135)
2,152,051 1,471,865
20,823 91,926
2,172,874 1,563,791
22,364,602 15,885,704
2,000,000 2,000,000
{(130,807) (130,807)
17,854,897

24,233,795
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Islamic financing and related assets

Murabaha

Financings
Advance
Provisions

" Diminishirig Musharaka

Financings
Advance
Provisions

ljarah assets

Assels
Advance
Provisions

Istasna
Advance

Wakala tul lstismaar

PROFIT AND LOSS ACCOUNT

Profit / return earned on financings, investments and placements
Profit / return expensed on deposit

Net spread earned

Direct expenses other than return on deposits

General provision against consumer financing
Profit after provision

Other income

Fee, commission and brokerage income
Income fom dealing in foreign currencies
Other income

Total other income

Other expenses
Administrative expenses

Loss before taxation

{Un-audited)"
June 30,
2018

{Audited)

December 31,

2017

w-ememen (RUDPEES TN '0007) wmmene

2,694,264 1,221,869
2,124,000 3,011,394
(188,400} {188,400)
4,629,864 4,044,863
8,490,240 5,137,063
2,251 291,992
{158) -
8,492,433 5,429,055
573,674 307,253
- 168,627
(3,394) (3,394)
570,280 472,486
750,090 500,000
8,500,030 8,500,000
22,942 577 18,946,404
(Un-audited) {Un-audited)

Half year ended Half year ended

June 30, June 30,
2018 2017
wememmemns (RUpP2ES 10 "000') wiirmeeeee
1,415,778 930,247
(605,284) {397,073)
810,494 533,174
{126,921) {(34,053)
683,573 499,121
(158) -
683,4+5 499 121
130,164 130,726
9,879 180
21,674 9,943
161,714 140,849
845,129 639,970
{893,078) (671,238)
(47,949)

(31,268)
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CASH FLOW STATEMENT

Cash flow from operating activities
Loss for the period

Adjustments:

. Depreciation - Own assets

Depreciation - ljarah assets
General provision against consumer financing

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

Due from financial institutions
Financings and investments

Other assets

Increase / (decrease) in operating liabilities
Bills payable

Deposits and other accounts

Borrowings from Head Office

Other liabilities

Net cash generatad from / (used in) operating activities
Cash flow from investing activities
Investment in operating fixed assets

Net cash used in investing activities

Cash flow from financing activities
Islamic banking fund

Increase / (decrease) in cash and cash equivalents
Cash and cash equivalenls at beginning of the half year

Cash and cash equivalents at the end of the half year

DATE OF AUTHORIZATION FOR ISSUE

their meeting held on __August 30, 2018

GENERAL

(Un-audited)

(Un-audited)

Half year ended Half year ended

June 30,
2018

June 30,

2017

=-eeme- (Rupees in '000") -=------

(47,949) (31,268)
. 40,173 23,665
126,879 33,815
158 -
167,210 57,480
119,261 26,212
(3,207,965) 531,388
- 6,187,555
(10,573,211) (12,477,025)
(411,378) (64,731)
(14,192,554) (5,822,813)
(16,487) 159,970
4,899,528 (2,619,462)
9,327,750 8,268,246
(100,914) (95,831)
14,109,877 5,712,923
36,584 (83,678)
(89,536) (50,850)
(89,536) (50,850)
500,000 -
447,048 (134,528)
3,019,664 2,678,218
3,466,712 2,543,690

‘The unconsolidated condensed interim financial statements were authorized for issue by the Board of Directors of the Bank in

Comparative information has been reclassified, rearranged or additionally incorporated in these unconsolidated condensed

interim financial statements for the purpose of better presentation.

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

ér‘-f/d, -Q'\ T/""

Nong G b B N

Chairman President (Acting)

Director
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National Bank of Pakistan
Consolidated Condensed Interim Financial Statements
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Directors’ Report to the Shareholders
Consolidated Financial Statements

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

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

For the six months period under review, consolidated pre-tax profit amounted to PKR 17.52
billion which is 26.58% higher than PKR 13.84 billion earned during the corresponding period
of 2017. After-tax profit for period amounted to PKR 12.74 billion as compared to PKR 8.65
billion earned during the corresponding period six months period of 2017.

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

Rs. Million
Pre-tax profit for six months period ended June 30, 2018 17,516
Taxation:
- Current 6,991
- Prior Year(s) (20,755)
- Deferred 18,537
4,773
After-tax profit for six months ended June 30, 2018 12,743
Un-appropriated profit brought forward 58,069
Other comprehensive income - net of tax 609
Non-controlling interest (87)
Transfer from surplus on revaluation of fixed assets 51
Profit available for appropriations 71,386
Appropriation:
Transfer to Statutory Reserve (1,249)
Cash dividend paid -
Un-appropriated profit carried forward 70,137
Basic and diluted earnings per share (Rupees) 5895

For and on behalf of the Board of Directors

— i
\c»«q M bt }“,

Tariq Jamali Muhammad Imran Malik-
President (A) Director
Karachi

August 30, 2018
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NATIONAL BANK OF PAKISTAN

CONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2018

ASSETS

Cash and balences with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Operating fixed asses

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings from financial institutions

Deposits and ether accounts

Sub-ordinated Ioans

Liabilities against assets subject to finance lease
Deferred tax liailities

Other liabilities

NET ASSETS
REPRESENTED BY
Share capital
Reserves
Unappropriated profit

Non-controlling interest

Surplus on revaluation of assets - net

CONTINGENCIES AND COMMITMENTS

O 0 ~

-
o

11
12

10

13

14

June 30,
2018
(Un-audited)

(Rupees in '000)

December 31,

2017
(Audited)

297,529,294
25,505,482
31,056,524

1,362,746,421

790,779,451
33,742,795

121,756,561

160,080,735
26,992 279
26,916,113

1,296,537,064

740,344,934
33,822,237

7,342,482
83,980,565

2,663,116,529

2,376,016,409

17,318,764
427,935,864
1,910,644,392

13,195,055
360,105,674
1,727,059,246

76,561 56,799
10,655,259 -
104,360,529 95,923,921
2,470,991,369 2,196,340,695

192,125,160 179,675,714
21,275,131 21,275,131
51,682,321 49,887,328
70,136,667 58,069,393
143,094,119 129,231,852
892,702 811,427
143,986,821 130,043,279
48,138,339 49,632,435
192,125,160 179,675,714

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

Director

Chairman President (Acting)

Director

A ¥




NATIONAL BANK OF PAKISTAN

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

FOR THE HALF YEAR ENDED JUNE 30, 2018

Quarter Half Year Quarter Half Year
Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2018 2018 2017 2017
Note (Rupees in '000)
Mark-up / return / interest earned 35,073,864 66,526,786 29,331,143 56,783,707
Mark-up / return / interest expensed 18,996,105 36,259,724 15,421,404 30,468,850
Net mark-up / return / interest income 16,077,759 30,267,062 13,909,739 26,314,857
Provision against non-performing advances - net 82 2,107,633 2,165,869 1,483,677 2,168,235
Provision / (reversal of provision) for diminution in
the value of investments - net 7.2 535,990 294,281 (129,892) (732,889)
Provision against off balance sheet obligations - - - w
Bad debts written off directly - - - -
2,643,623 2,460,150 1,353,785 1,432,346
Net mark-up / interest income after grovisions 13,434,137 27,806,911 12,555,954 24,882,511
NON MARK-UP / INTEREST INCOME
Fee, commission and brokerage income 5,474,123 9,819,275 4,896,630 8,507,571
Dividend income 803,048 1,120,309 1,206,963 1,717,504
Income from dealing In foreign currencies 1,483,098 1,834,144 368,745 1,368,640
Gain on sale and redemption of securities - net 1,611,622 2,517,405 1,769,689 4,152,211
Unrealized loss on revaluation of
investments clzssified as held-for-trading (73,304) (69,120) (70,008) (34,560)
Share of (loss) / profit from joint venture (54,443) (11,147) (22,830) 28,764
Share of (loss) / profit from associates (35,088) 17,988 (261,879) (464,665)
Other income 15 527,937 976,579 424,289 781,819
Total non mark-up / interest income 9,736,993 16,205,433 8,311,598 16,057,284
23,171,130 44,012,344 20,867,552 40,939,795
NON MARK-UP [ INTEREST EXPENSES
Administrative expenses 13,325,340 26,147,876 12,693,501 25,536,630
Other provisions / write offs 16 157,401 338,321 1,021,780 1,542,131
Other charges 7,513 9,757 12,437 23,123
Total non mark-up / interest expenses 13,490,254 26,495,954 13,727,718 27,101,884
9,680,876 17,516,390 7,139,834 13,837,910
Extra ordinary / unusual items - - - -
PROFIT BEFORE TAXATION 9,680,876 17,516,390 7,139,834 13,837,910
Taxation - currert 4,243,238 6,991,313 1,597,986 3,389,146
- prior period 17 & 14.4.2|  (20,755,128) (20,755,128) 173,499 271,678
- deferrad 10.1 18,557,721 18,537,043 925,191 1,631,816
2,045,831 4,773,228 2,696,676 5,192,640
PROFIT AFTER TAXATION 7,635,045 12,743,162 4,443 158 8,645,270
Share holders of the bank 7,594,614 12,656,259 4,379,384 8,516,540
Non-controlling Interest 40,431 86,903 63,774 128,730
7,635,045 12,743,162 4,443,158 8,645,270
Basic and diluted earnings per share (Rupees) 18 3.57 5.95 2.06 4.00
The annexed notes 1 to 23 form an integral part of these consolidated condensed interim financial statements.
\
\
—— T »
Chairman Preside‘nt (Acting) Director i ial Officer




NATIONAL BANK OF PAKISTAN

B CONSOLIDATED CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)

FOR THE HALF YEAR ENDED JUNE 30, 2018

Profit after taxation

Other comprehensive income:

ltems to be reclassified to profit or loss
in subsequent periods:

Exchange gain / (less) on translaticn of net assets of foreign
branches, subsidiaries and joint venture

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

Remeasurements of defined benefit iability
Related tax effects

- Other comprehensive income / (loss) - net of tax

Total comprehensive income transferred to equity

Components of comprehensive income not
reflected in equity:

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

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

Other comprehensive (loss) / income - net of tax

Quarter Half Year Quarter Half Year
ended ended ended ended
June 30, June 30, June 30, June 30,
2018 2018 2017 2017
(Rupees in '000)

7,635,045 12,743,162 4,443,158 8,645,270
(125,577) 545,825 182,705 712,815
1,501,140 936,566 {1:313.287) (1,780,144)
(525,399) (327,798) 459,650 623,050

975,741 608,768 (853,637) (1,157,094)

850,164 1,154,593 (670,932) (444,279)
8,485,209 13,897,756 3772226 8,200,991
(3,124,163) (1,672,025) (1,346,513) 1,646,526
1,443,568 861,974 397,866 (479,079)
(1,680,595) (810,051) (948,647) 1,067,447

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

Chairman President (Acting) Director




NATIONAL BANK OF PAKISTAN

CONSOLIDATEZ CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)

FOR THE HALF YEAR ENDED JUNE 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation
Less: Dividend income

Adjustments:

Depreciation anc amortization

Provision agains- non-performing loans and advances

Provision / (reversal of provision) for diminution in value of investments
Other provisions / write offs

Unrealised loss cn revaluation of investments classified as held for trading
Charge / (reversal) for defined benefit plan- net

Gain on sale of fixed assets

Share of loss / (profit) from joint venture

Share of (profit) / loss from associates

Financial charges on leased assets

(Increase) / decrease in operating assets
Lendings to financial institutions
Held-for-trading securities

Advances

Other assets

Increase / (decrease) in operating liabilities
Bills payable

Borrowings

Deposits and othe~ accounts

Other liabilities

Income tax paid
Financial charges naid
Benefits paid

Net cash flow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Net investments in available-for-sale securities

Net investments in held-to-maturity securities

Net investments in associates and joint venture
Dividend receivec

Investments in operating fixed assets

Sale proceeds of aperating fixed assets disposed off
Net cash (used) in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of lease obligations

Dividend paid

Net cash used in financing activities

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

Cash and cash ecuivalents at beginning of the half year

Cash and cash equivalents at the end of the half year

The anpexed notes 1 to 23 form an integral part of these consolidated condensed interim financial statem

Half Year
Ended
June 30,
2018

Half Year
Ended

June 30,
2017

----------- (Rupees in '000) -----------

17,516,390 13,837,910
(1,120,309) (1,717,504)
16,396,081 12,120,407
1,429,516 1,527,027
2,165,869 2,165,235

294,281 (732,889)
338,321 1,542,131
69,120 34,560
2,817,412 2,780,021
(45,649) (29,226)
11,147 (28,764)
(17,988) 464,665
333 875
7,062,363 7,723,635
23,458,444 19,844,042
(5,540,411) 81,646,731

256,662,826 (183,561,017)

(52,600,386) (54,263,495)

(19,343,268) (11,223,323)

179,178,761 (167,401,104)
4,123,709 19,720,633
61,284,008 249,546,221

183,585,146 83,225,208
8,541,346 13,534,763

257,534,209 366,026,915
(5,978,122) (10,078,107)

(333) (875)

(1,797,384) 1,630,470)
(7,775,839) (11 707,452)

452,395,575 206,762,400

(296,184,881)
(29,139,917)
406,363
1,120,309
(1,286,179)
138,722

(132,351,231)
9,055,652
(440,787)
1,717,504
(1,313,846)
94,566

(324,945,582)

(123,238,142)

19,762 (6,813)

5 (15,920,720)

19,762 (15,927,533)
545,825 712,815
128,015,580 68,309,540
167,211,263 147,270,176
295,226,843 215,579,716

L

H "
Birector

Chairman President (Acting) Director *

1
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NATIONAL BANK OF PAKISTAN

CONSOLIDATED CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)

FOR THE HALF YEAR ENDED JUNE 30, 2018

Balance as at January 1, 2017

Total comprehensive income for the half year ended

June 30, 2017
Profit after tax

Other comprehensive income - net of tax

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

Transfer to statutory reserve

Transactions with owners, recorded directly in equity

Cash dividend (Rs. 7.5 per share)
Cash dividend paid / profit distribution by subsidiaries

Balance as at June 30, 2017

Total comprehensive income for the half year ended

December 31, 2017
Profit after tax

Other comprehensive income - net of tax

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

Transfer to statutory reserve

Transactions with owners, recorded directly in equity

Cash dividend paid / profit distribution by subsidiaries
Balance as at December 31, 2017

Total comprehensive income for the half year ended
June 30, 2018

Profit after tax

Other comprehensive income - net of tax

Transferred from surplus on revaluatior of fixed assets
to unappropriated profit - net of tax

Transfer to statutory reserve

Transactions with owners, recorded directly in equity

Cash dividend paid / profit distribution by subsidiaries

Balance as at June 30, 2018

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

Novng Nal ="

Chairman

Share Attributable to the shareholders of the bank Sub Non Total
capital Reserves Total Controlling
Capital Revenue ; Interest
Unappropriate
Exchange General General 8
t
Translation Statutory Loan Loss d-protit
(Rupees in '000)
21,275,131 6,226,174 27,283,563 12,000,000 521,338 55,795,351 123,101,558 737,972 123,839,530
- - - - - 8,516,540 8,516,540 128,730 8,645,270
= 712,815 - - - (1,157.094) (444,279) - (444,279)
- 712,815 - - - 7,359,447 8,072,261 128,730 8,200,991
- - - - - 54,120 54,120 - 54,120
- - 855,346 - - (855,3486) - - -
& = - - - (15,956,348) (15,956,348) - (15,956,348)
. N . . y e E (5,628) (5,628)
21,275,131 6,938,989 28,138,909 12,000,000 521,338 46,397,224 116,271,590 861,073 116,132,664
- - - - - 14,663,989 14,663,989 36,604 14,700,592
- 840,639 - - - (1,598,485) (757,846) - (757,846)
- 840,639 - - - 13,065,503 13,906,142 36,604 13,942,746
= & = - - 54,121 54121 - 54121
- - 1,447 453 - - (1,447 453) . - =
; R . 4 = ) (86,250) (86,250)
21,275,131 7,779,628 29,586,362 12,000,000 521,338 58,069,393 129,231,852 811,427 130,043,279
- - - - - 12,656,259 12,656,259 86,903 12,743,162
- 545,825 - - - 608,768 1,154,593 - 1,154,593
- 545,825 - - - 13,265,027 13,810,853 86,903 13,897,756
- - - - - 51,414 51,414 - 51,414
- - 1,249,167 = - (1,249,167) # - -
& - - - - - - (5,628) (5,628)
2-,275131 8,325,453 30,835,529 12,000,000 521,338 70,136,667 143,094,119 892,702 143,986,821
-
i

President (Acting)

A

Director

A

N

Director
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NATIONAL BANK OF PAKISTAN
NOTES TO THE CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2018

1.

THE GROUP AND ITS OPERATIONS

1.1

1.2

The "Group" Consist of:

Holding Company
- National Bank of Pakistan

Subsidiary Companies

- CJSC Subsidiary Bank of NBP in Kazakhstan

- CJSC Subsidiary Bank of NBP in Tajikistan

- NBP Exchange Company Limited

- National Bank Modaraba Management Company Limited

- Taurus Securities Limited

- NBP Fund Management Limited (formerly NBP Fullerton Asset Management Limited) - NBP Funds
- Fst Nationat Bank Modarba

- Cast-N-Link Products _imited

The Group is engaged in commercial banking, modaraba management, brokerage, leasing and discounting
services.

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

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

Basis of Consolidation

The consolidated condersed interim financial statements include the condensed interim financial statements
of the holding company and its subsidiary companies - "the Group".

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

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

Material intra-group balances and transactions have been eliminated.

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

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

- International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International Accounting Standards
Board {IASB} as notified under the Companies Act, 2017,

- Islamic Financial Accountirg Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan as are notified
under the Companies Act, 2017,

- Provistors of and directives issued under the the Banking Companies Ordinance, 1962 and the Companies Act, 2017; and
- Directives issued by the State Bank of Pakistan {SBP) and the Securities and Exchange Comrmission of Pakistan (SECP).

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

The SBP vide BSD Circular letter No.10, dated August 26, 2002 has deferred the applicability of International Accounting
Standard 39, Financial Instruments: Recognition and Measurement and International Accounting Standard 40, Investment
Preperty for banking cormpanies till further instructions. Moreover, SBP vide BPRD circular No.4, dated February 25, 2015 has
deferred the applicability of Islamic Financial Accounting Standards IFAS 3, Profit and Loss Sharing on Deposits. Further,
according w0 the notification cf the SECP fssued vide SRO 411{l) /2008 dated April 28, 2008, International Financial Reporting
Standard RS 7, Financial Instruments: Disclosures has not been made applicable for banks. Accordingly, the requirements of
these standards have not been considered in the preparation of these consolidated condensed interim financial statements.
However, investments have keen classified and valued in accordance with the requirements of various circu ars issued by the
SBP. Furter, segment information is being disclused in accordance with SBP's prescribed format as per BSD circular 4 dated
February 17, 2006 which prevails over the requirements specified in IFRS 8.

SECP vide its nofification SRO 633 (I} /2014 dated July 10, 2014, adopted IFRS 10 effective from the periods starting from
June 30, 2)14. However, vide its notification SRO56(1)/2016 dated January 28, 2018, it has been notified that the requirements
of IFRS 10 and section 237 o* the repealad Companies Ordinance, 1984 will not be applicable with respect to the investment in
mutuat funds established under Trust structure.

The Companies Ordinance, 1384 was repealed after enactment of the Companies Act, 2017, on May 30, 2017. The SECP vide
its Circular N0.23 of 2017, dated October 04, 2017 allowed all those companies whose financial year clased on or before
December 31, 2017, were required to prepare financial statements in accordance with the provisions of repeated Companies
Ordinance, 1984. Accordingly, these consolidated condensed interim financial statements have been preparad in accordance
with Companies Act, 2017. Change to the significant accounting policy, as a result of the enaciment of the Companies Act,
2017, has been detailed in note 4.1,

The disclosures made in these consolidated condensed interim financial statements have been limited based on the format
prescribed by the SBP vide BSD Circular No. 2, dated May 12, 2004 and International Accounting Standard 1AS 34, 'Interim
Financial Reporting' and do not include all the information required in the annual financial statements. Accordingly, these
consolidated condensed interim financial statements should be read in corjunction with the annual financial statements of the
Group for the year ended December 31, 2017.

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

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

IFRS 8 'Financial Instruments’ - effective date: July 01, 2018

The Bank ‘s currently awaiting instructions from the SBP as applicability of IAS 38 was deferred by the SBP till further
instructions. However, the SBP has instructed banks to prepare potential qualitative and quantitative impact assessments as a
result of acoption of IFRS 9 using the performa financial statements for the year ended December 31, 2017. The Bank is
required to submit its impact assessment to the SBP in due course of time. For certain overseas branches, the Bank has
adopted IFRS 9 in respect of provision for impairment as more fully explained in note 4.1.2.

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

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

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



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

IFRS16 will affect primarily the accounting by lessees and will result in the recognifion of almost all leases on statement of
financiat position. The standard removes the current distinction between operating and finance leases and requires recognition
of an asset (the right to use ~he leased item) and a financial liabifity to pay rentals for virually all lease contracts. An optional
exemption exists for short-term and low-value leases. The accounting for lessors will not significantly change.

BASIS OF MEASUREMENT

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

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

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adepted for presentation of these consolidated condensed interim financial information are the sarme
as those followed in the preparation of the consolidated financial statements of the Group for the year ended December 31,
2017, except for;

Surplus on revaluation of fixed assets

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

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

Impairment of financial assets

The Bank is currently awaiting instructions from the SBP as applicability of IAS 39 was deferred by the SBP till further
instructions. However, the SBP has instructed banks to prepare potential qualitative and quantitative impact assessments as a
result of adoption of IFRS 9 using the performa financial statements for the year ended December 31, 2017. The Bank is
reguired to submit its impact assessment to the SBPF in due course of time. Accordingly the Bank has started the process for
such assessment,

As per accounting policy of the Bank, general provision against loan losses of overseas branches is made as per the
requirements of the respective central banks. During the current year, IFRS 9 became applicable in few overseas branches of
the bank and was implemenzed in Bahrain branch of the Bank. Application of this standard in Bahrain branch resulted in
additional provision charge of Rs. 120 million as at June 30, 2018 which is included in gengral provision against non-performing
advances.

ACCOUNTING ESTIMATES AND JUDGEMENTS

The accounting estimates and judgements used in the preparation of these consclidated condensed interim finansial
statements are consistent with those applied in the preparation of the annual financial statements of the Bank for the year
ended December 31, 2017.

FINANCIAL RISK MANAGEMENT

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



AU I B

T

S

T

)

B

3

74

INVESTMENTS - net

investments by type:

Held-for-trading securities

Market Treasury Bills

Pakistan Investnent Bonds
Investment in reutual funds
Ordinary shares of listed companies
Total held-for<rading securities

Available- for- sale securities

Ordinary shares of listed companies

Ordinary shares of unlisted companies

Market Treasury Bills

Pakistan Investment Bonds

GoP Foreign Currency Bonds

Foreign Currency Debt Securities

Foreign Government Securities

Term Finance Certifcates, Musharika and
Sukuk Bonds

Preference shares

Investment in rutual funds

Investments ousside Pakistan

Total available-for-sale securities

Held-to-maturizy securities

Pakistan Investment Bonds

Market Treasury Bills

GoP Foreign Currency Bonds

Foreign Goverrynent Securities

Foreign Currency Debt Securities

Debentures, Bonds, Participation Term Certificates,
Musharika anc Term Finance Certifcates

Total held-to-maturity securities

investments in Associates
Investments in-Joint Venture
Investments in Subsidiaries
Investment at cost
Less: Provision for diminution in
value of [nvestments 7.2
Investments {net of provision)
Unrealized (foss) / gain on revaluation of
investments classified as held-for-trading
Surplus on revawation of
available-for-safe securities i3
Total investments

June 30, 2018 {Un-audited)

Deceamber 31, 2017 (Audited)

Held by Given as Total Held by Given as Total
bank collateral bank coliateral
------------------ {Rupees in '000} (Rupees in '000) sewsssemmmeeememeee
247,226,204 181,246,001 428,472,205 372,602,079 311,339,019 583,941,098
1,183,385 - 1,183,385 2,638,247 - 2,638,247
522,150 . 522,150 316,137 - 316,131
122,154 - 122,154 67,244 - 57,244
249,053,893 181,246,001 430,299,894 375,623,701 311,338,019 686,962,720
25,022,578 - 25,022,578 23,238,801 - 23,238,801
2,005,182 - 2,005,182 1,381,912 - 1,381,912
214,191,014 160,895,933 375,086,947 138,558,842 - 138,558,842
181,727,880 3,850,000 185,577,880 124,897,777 7,700,000 132,597,777
19,261,261 - 19,261,261 16,823,587 - 16,823,587
1,136,767 - 1,136,767 1,612,104 “ 1,612,104
604,135 - 604,135 548,752 - 548,752
67,233,108 - 67,233,108 64,664,793 - 64,664,793
570,535 - 570,535 556,944 - 556,944
819,646 - 819,645 1,149,646 - 1,149,646
463,285 - 463,295 463,295 - 463,295
513,035,401 164,745,933 677,781,334 373,886,453 7,700,000 381,596,453
177,302,044 - 177,302,044 169,476,489 - 169,476,489
19,604,676 - 19,604,676 148,246 - 148,246
2,526,044 - 2,526,044 2,308,720 - 2,309,720
22,764,772 - 22,764,772 21,173,206 - 21,173,206
465 u 465 424 - 424
760,713 - 760,713 710,713 - 710,713
222,958,714 - 222,358,714 193,818,798 - 193,818,798
1,244,840 - 1,244,840 1,227,086 - 1,227,086
4,542,488 - 4,542,488 4,966,604 - 4,966,604
1,245 " 1,245 1,245 - 1,245
990,836,581 345,991,934 1,336,828,515 949,533,887 319,039,019  1,268,572,906
{10,816,100} - {10,816,100) (10,521,310) - {10,521,310)
980,020,481 345,991,934 1,326,012,415 930,012,577 319,039,019  1,258,051,596
(190,331} 121,211 {69,120) 10,317 - 10,317
36,312,703 490,423 36,803,126 38,431,646 43,505 38,475,151
1,016,142,853 346,603,568  1,362,746,421 977,454,540 319,082,524  1,296,537,064
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7.2 Particulars of provision for diminution in value of investments
Opening kalance

Charge f=- the period / year
Reversas

Transéer to advances
Othar frersfer
Others

Closing balance

7.2.1 Particulars of provisior in respect of type

Available-for-sale securities

Ordmary shares of listed companies and mutual funds

Ordinary shares of unlisted companies

Det=ntures, Bonds, Pari cipation Term Certificates,
Term Finance Certificates and Sukuk Bonds

Preterence shares

Held-to-maturity securlzies
Det=ntures, Bonds, Part cipation Term Cerlificates,
and Term Finance Certifiates

Investment in associates
Investment in subsidiaries

7.2.2 Particulars of provision in respect of segments

Fu Iy paid up ordinary shares

Det=ntures, Bonds, Participation Term Cerlificates,
Term Finance Cerificztes and Sukuk Bonds

Other investments

Investments in asscciates

Investments in subsidiaries

ADVANCES - net

Loans. cash credits, running finances, etc.
In Pakistan
Outside Pakistan

Islamic financisng and related assets

Net investment b finance lease

Bills discounted and purchased {excluding Gavernment treasury bills)
Payable in Fakistan
Payable ouiside Pakistan

Advances - gross

Less: Provisior against non-performing loans - specific

- general

Advances - net ef provision

Note

8.2
8.2

June 30,
2018
{(Un-audited)

December 31,
2017
{Audited)

----------- (Rupees in '000} --—-—-—-

10,521,310 14,487,703
652,794 704,177
(358,513) {3,281,087)
294,281 {2,576,910)
- {1,004,153)
- (5.643)
509 (359,687}
10,816,100 10,521,310
3,306,214 2,715,147
398,923 398,923
5,628,910 5,925,187
433,444 433,444
424,833 424,833
622,531 622,531
1,245 1,245
10,816,100 10,521.310
3,668,136 3,078,069
6,053,743 6,350,020
469,445 469,445
622,531 622,531
1,245 1,245
10,816,100 10,521,310
June 30, December 31,
2018 2017
{Un-audited) {Audited)
--------- (Rupees in "000) ==es=eeneen
796,395,500 746,315,569
70,941,540 66,851,860
867,337,040 813,167,429
23,134,528 19,138,198
328,130 616,254
10,162,054 12,901,944
12,754,951 12,383,952
22,917,005 25,285,896
913,716,704 858,207,777
114,093,095 111,347,775
8,844,157 6,515,068
122,937 253 117,862,843
790,779,451 740,344,934
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8.1 Advances include Rs. 123,466 million (2017:

Category of Classification

Other Assets Especiaily Mentioned
Substandard

Doubtful

Loss

Category of Classification

Other Assets Especially Mentioned
Substandard

Doubtiut

Loss

June 30, 2018 (Un-audited)

Rs.121,241 million) which have been placed under the non-performing status as detailed below:

Domestic Overseas Total Provision Provision
Required Held
(Rupees in '000)
1,588,293 - 1,588,293 67,444 67,444
4,092,132 60 4,092,192 981,402 981,402
3,018,626 4,958 3,023,584 1,468,509 1,468,509
79,550,261 35,211,931 114,762,191 111,575,739 111,575,739
88,249,312 35,216,948 123,466,260 114,093,095 114,093,085
December 31, 2017 {(Audited)
Domestic Overseas Total Provision Provision
Required Held
(Rupees in '"000)
1,279,934 - 1,279,934 44,589 44 589
5,623,565 67,479 5,691,044 1,362,851 1,362,351
2,494,799 477,229 2,972,028 1,325,361 1,325,361
80,102,779 31,895,539 111,998,318 108,614,974 108,614,974
89,501,077 32,440,247 121,941,324 111,347,775 111,347,775

8.2  Particulars of provision against non-performing advances

June 30, 2018 (Un-audited) December 31, 2017 (Audiled)

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

Qpening bafance 111,347,775 6,515,068 117,862,843 110,239,938 4,431,207 114,671,145
Foreign exchange adjustments 2,368,078 40,464 2,908,541 952,122 15,534 967,656
Charge for the period 5,917,487 2,294,678 8,212,165 3,177,831 2,558,971 5,736,802
Reversal for the pericd (6,040,244) (6,051) (6,046,295} {4,001,550) {490,644) {4,492,194)

(122,758) 2,288,627 2,165,869 (823,719) 2,068,327 1,244,808
Transfer from investmenis - - - 1,004,153 . 1,004,153
Other transfer - - - (44,875) - (44,875)
Amounts charged off - - - (2,981) - (2,981}
Amounts written off - - - (899) - (699)
Other adiustments - - - 24,036 - 24,036
Closing balance 114,093,095 8,844,157 122,937,253 111,347,775 6,515,088 117,862,843

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

guaranteed by Government of Pakistan upto December 31, 2017. The bank believes that extension will be allowed in due course,

OPERATING FIXED ASSETS

Capital work-in-progress
Property and equipment
Intangible assets

9.1 Additions and disposals during the period amounted to Rs.

Rs. 315 million) respectively.

June 30,
2018
{Un-audited)

December 31,

2017
{Audited)

—eeeen (RUPEES N '000) =memuen

1,882,324 1,823,691
30,944,535 30,848,109
915,937 1,150,437
33,742,795 33,822,237

1,305 million {June 30, 20%7: Rs. 1,260 million) and Rs. 280 million {June 30, 2017:
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DEFERRED TAX LIABILITIES / ASSETS - net
Deferred tax assets arising in respect of

Provision for d minution in the value of investments

Provision against non-performing advances

Ofher provisions

Provision against defined benefits plans

Unrealized loss on derivatives

Provision against off balance sheet obligations

Excess of accaunting book value of leased assets over lease liabilities
Carried forward unabsorbed tax losses

Others

Deferred tax liabilities arising in respect of

Revaluation of securilies
Non-banking assets
Operating fixec assets
Qthers

Net deferred tax (liability) / asset

June 30,
2018
(Un-audited)

{Rupees in '000)

December 31,
2017

(Audited)

236,751 3,278,835
622,390 622,390
105,416 2,187,036

2,566,536 13,649,979
. 439,026
115,222 116,622
2,772 3,872
10,705 10,705
3,615 3.584
3,663,407 20,312,049

(11,643,562) (12,504,929}

(89,981) (89,981)
(270,291) (374,657)
(2,314,832)
(14,318,666) (12,969 ,567)
{10,655,259) 7,342,482

The Bank has received favorable AT R decision in respect of Tax Years 2011-2014 and order for the tax year 2015 during the
pericd which resulted in increase in determined refunds by Rs. 20.3 billion and prior year tax provision reversal of Rs. 2.11 billion,
Accordingly, deferred tax assets recognized in prior years are no longer required therefore reversed, which amounted 1o Rs. 18.6

billion.

BORROWINGS FROM FINANCIAL INSTITUTIONS

Borrowings inciude repurchase agreement borrowings amaounting to Rs. 345,892 million {December 31, 2017: Rs. 320,039 million}

DEPOSITS AND OTHER ACCOUNTS

Customers

Fixed deposits

Savings deposiis

Current accounts - remunerative
Current accourts - non-remunerative

Financial Instizutions
Remunerative deposits
Non-remunerai ve deposits

SURPLUS ON REVALUATION OF ASSETS - net

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

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

Federal Government Securities

Term Finance Certificates and Sukuks
Shares and mutual funds

GoP Foreign Currency Bonds

Foreign Currency Debt Securities
Investment outside Pakistan

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

Share of revaluation loss on securities of associates

4.1

June 30,
2018
{Un-audited)

December 31,

2017
(Audited)

(Rupees in '000) -~

336,522,674
494,336,721
313,501,726
471,707,782

336,280,253
476,860,650
278,684,284
362,209,286

1,616,068,903

1,454,124,473

18,686,755 61,988,674
275,888,734 210,946,099
294,575,489 272,934,773

1,910,644,352

1,727,059,246

21,894,790 21,946,202
2,174,366 2,174,367
24,069,156 24,120,569
(2,232,758) 953,651
181,639 128,291
26,012,294 26,193,852
(953,324) 292,789
(245,857) 62,855
14,041,132 10,843,713
36,803,126 38,475,151
60,872,282 62,595,720
(11,642,955) (12,504,929)
{1,090,989) (458,356)
48,128,339 49,632,435
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June 30, December 31,

2018 2017
(Un-audited) (Audited)
14, CONTINGENCIES AND COMMITMENTS ssweinmeeoae (RUPEES N '000) —mmemmmmisen

14.1 Direct credit substitutes
This includes general guarantee of indebtedness, bank acceptance guarantees and standby letters of credit serving as
financial guarantees for loans and securities issued in favour of;

- Government 10,087,996 18,841,970
- Financial insfitutions 5,252,151 2,836,911
- Others 28,953,872 27,834,214

44,294,019 49,513,095

14.2 Tramsaction-related contingent {iabilities
This includes performance bonds, bid bonds, warrarties, advance payment guarantees, shipping guaramtees and
standby letters of credits related to particular {ransactions issued in favour of;

- Government 20,639,758 15,084,426
- Financial institutions 49,782,946 33,247,316
- Others 24,372,646 17,111,631

94,795,350 65,443,373

14.3 Trade-related contingent liabilities
Letters of credit issued ir favour of;

- Government 581,991,826 326,644,898
- Financial institutions 2,539,997 2,647 619
- Others 95,852,412 89,200,608

680,384,236 418,493,125

14.4  Other contingencies

14.41 Claims against the Bank not acknowledged as debts including claims relating to
former Mehran Bank Limited amounting to Rs. 1,587 million (2017: Rs. 1,597
million) 19,282,205 18,747.536

14.4.2 Taxation
The current status of tax eonfingencies is same as disciosed in the annual financial statements of the Group for the year
ended December 31, 2017, except for:

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

b) Against ATIR orders for the Tax Years 2011 to 2014, the Bank has obtained appeal effect orders which has resulted in
net increase in determined refunds by Rs. 18.358 billion and prior year tax reversal of Rs. 1.914 billion. Further, as a
result of appeal effect order nassed under section 124 / 122(5A) of the Income Tax Ordinance, 2001 for the tax year
2013, the net refund have insreased by Rs.1.899 billion and tax reversal of Rs. 198 million. Therefore, the aggregate
refunds increased by Rs. 20.257 billion and prior year tax reversal of Rs. 2.113 billion.

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

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

14.4.4 Golden Handshake / Encashment of Unavailed Leaves / Quiscurcing f Medical
The current status of these contingencies is same as disclosed in the annual financial statements of the Group for the
year ended December 31, 20- 7.

14.4.5 Pensionary benefits to retired employees

In 1977 the Federal Govt. vide letter No. 17 (9) 17 XI / 77 dated November 30, 1877 addressed fo the Pakistan Banking
Counci, directed that all executives/ officers of all nationalized banks would be paid pension as calculated @ 70% of
average emoluments ¢n completion of 30 years of qualifying service and where qualifying service was less than 30
years but not less than 10 years, proporficnate reduction in percentage was to be made. This pension scheme was
made applicable with effect from May 01, 1977.
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14.4.6

14.4.7

In the year 1897, the Banks Nationalization Act, 1974 {"BNA, 1974") was substantially amended whereby the Pakistan Banking Council was
dissolved and the Board of Directors of the nationalized banks were empowered / mandated respectively to determine personnel policies with the
President of the Bank deciding the remuneration and benefits of the employees in accordance with policies determined by the Board. In the year
1999, by virlue of the said amendments in BNA, the Board of Directors of the Bank approved the revised pay structure for the officers / executives
of the Bank with effect from January 01, 1999 vide Circular No.37/1999, whereby the basic salary was increased by 110 % to 140% and besides
giving multifarious benefits to its employzes, formula for monthly gross pension was revised. However, the amount of gross pension on the basis of
existing basic pay and existing formula was protected.

A number of bank's employees, after attaining the age of superannuation filed writ petitions before the Lahore High Court and the Peshawar High
Court, praying for re-calculation of their pensionary benefits and increases in accordance with the Bank circular No. 228 (C) dated December 28,
1977 and furthermore, for allowing the increases in their pension as per the increases allowed by the Federal Government to its employees. This
littgation started in the year 2010-11.

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

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

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

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

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

Litigation related to management trainee program

The Bank started Management Trainee Officers (MTOs) program in the year 2003 and from 2003 to 2013, 14 batches of MTOs were inducted in the
Bank’s regular service in general barking, human resource, audit and information technology department. Mr. Ashfag Ali and 2 others in 2010 had
filed CP No. D-417/2010 before the Sindn High Ceurt (SHC) Bench at Sukkur while praying to treat them equally in respect of remunerations given
by the Bank {o other employees (MTOs) having same grade, nature of job and qualification.

On March 13, 2013, the Bank was ordered to ensure the equal ireatment fo the petitioners with similarly placed employees without any
discrimination. The SHC order was assailed by the Bank before the Apex Cour through CFP No. 85/2013. The Bank was granted Leave, however
subsequently, Bank’s civil appeal was dismissed vide order dated September 21, 2016 in terms of which the order of the Sindh High Court was
upheld, however, the respondents were held to be entitled for same salary, perks and emoluments as are applicable and payable to the MTO
working in conteriporary grades from the date of judgment of the SHC order. The Bank had settled the claims of three employees which
approximate to Rs. 5 million during the year 2017,

Various other employees of the Bank have also approached the courts in their jurisdiction on the basis of Apex Couri decision and claimed the
similar benefits and consequently Lalore High Court vide order sheet dated March 30, 2018 directed the Bank fo follow judgment of apex court and
in another case, Peshawar High Court (PHC) passed judgement dated May 30, 2018 in favor of an employee and direcied the bank io pay the
arrears of all such benefits te the employee and extended the decision to all other employees wha are not the pariies of the | tigation.

The Bank has filed intra court appeals in the Lahore High Ceurl which is accepted by the court and as advised by our legal counsels, the Bank
considers that due to other benefits given to non-MTO employees in the past as highlighted by the Bank in its intra court appeals, the Bank has a
reasonable merits to convince the courts that decision of Apex Court cannot be applied outrightly instead it needs to be assessed based on facts of
each case.

Compliance and risk matters relating to anti-money laundering

The current status of these contingencies is same as disclosed in the financial statements of the Group for the year ended Decernber 31, 2017,
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Commitments In respect of forward exchange contracts

Unconditionally cancellable commitments (which ¢an be cancelled at any time without notica)

145
Purchase
Sale
146 Commitments In respect of financing
Undrawn commitied facilities (which are not canceliable)
147 Commitments for the acquisition of operating fixed assets
14.8  QOther Commitments
Prefessional services o be received
QTHER INCOME

~ihe 30, Decermber 31,
2018 2017
{Ur-Audited) {Audited}
{Rupees in *000)
220,263,208 202,209,263
170,523,183 142,915,579
23,100,756 41,261,434
104,780,437 116,441,330
489,817 826,727
15,400 23,115

Other income includes Rs, 888 miliion (June 39: 2017: Rs. 689 million) in respect of compensation on delayed refunds under section 171 of 1ha Inceme Tax Ordinance, 2001, This comroensation has been calcufated
at the rates applicable under seclion 171 on the amount of refund for the period commencing at the end of the three months of rafund becoming due o the Bank and tha date of adfusiment of refund by the incoms

{ax authorities.

OTHER PROVISIONS AND WRITE - OFFS

This mainly represents provision made on account of reported irstances ef financial improprieties for which investigalion ara in progress.

TAXATION

The Federal Government vide Finance Act 2018 has imposed a super tax at the rate of 4% on incomea of Banks for the year ending December 31, 2018 {Tax Year 2018). Accordingly, provisions of Rs, 706 million far
the Supar Tax has been made for the six months,

BASIC AND DILUTED EARNINGS PER SHARE

Profit after {axation

Weighled average number of crdinary shares

Basic and diluled earnings per share

OTHER DISCLOSURES

Segment defails with respect to business activitles

The segmenl analysis with raspect to business activity is as follows:-

Half year ended June 30, 2018
{Un-audited)

Total income

inter segment ravenue
Total expenses

Net income

Segment assets (Gross)

Segment non-perferming foans
Segment provision required
Segment liabifities

Segment retum on assels (ROA) (%)

Segment cost of funds {%;}

Half year ended June 30, 2017
{Un-audited)

Tetal income

Inter segment revenue

Totat expenses

Net income

Segment assets (Gross)

Segment non-performing foans
Segment provision required
Segment liabilities

Segment return on assets (ROA) (%}
Segment cost of funds (%)

Quarter Half Year Quarter Half Year
Ended Ended Ended Endad
June 340, June 30, Juna 30, June 30,
2018 w018 2017 2017
{Rupaes in '000) 7,594,614 12,656,269 4,375,384 8,518,540
(Number '000) 2,127,613 2,127,513 2,127.513 2,127,513
(Rupeas) 3.57 5.95 2.06 4.00
Corporate Trading % Retail Commercial Payment & Agency Assols Retait Total
Finance Sales Banking Banking Settlemant Services Management Brokerage
Rupees In 000"
180,886 10,617,629 2,509,021 27,075,751 413,063 4,928,932 786,501 60,812 46,472,495
- {9,875,218) 12,269,883 (2,294,673) - - - - -
3s 102 123,476 7,556,579 17,824 651 95,389 2,746,407 514,971 59,629 28,956,105
145,784 418,837 ?,2223331 6,956,626 37,674 2!182 525 271,530 1,183 17,516,390
- 428,669,967 218,130,929 2.013,180,025 - - 2,364,046 771,562 2,663,116,629
- - 9,139,908 113,876,192 = - 450,160 - 123,466,260
- - 9,986,356 112.613.743 - - 336,554 - 122,837,253
- - 684,626,046 1,784.669,993 - - 1,249,592 445,738 2,470.991,369
9,00% 0.22% 7.50% 0.77%, 0.00% 0.00% 12.02% 6.12% 1.46%
3.00% 0.00% 3.42% 4.23% 0.00% 2.00%, 2.65% 0.65% 3.85%
Corporate Teading & Retail Commercial Payment & Agency Assets Retail Total
Flnance Sales Banking Banking Settlement Services Management Brokerage
Rupees In '000"
408,664 1,444,413 1,604,169 3346523 323,506 4,129,240 870,508 126,421 42,372,141
- {1,400,024) 9,831,817 (8,431,792) - - - - -
70,396 7.550 6,043 562 18,242 206 80,439 2,494,085 535,784 £0226 28,534.231
338,266 36.839 5,392,414 §,791.232 243067 1,635,175 334,723 56,195, 13,837,941
- 193,420,549 208 084 538 1,925 032,560 - - 2,845 339 672,452 2330955418
- - 9,567,387 113,428,352 - - 466,493 - $23,462,231
- ~ 0,268,963 10?‘,105.EIB=E5== - - 291 261 - 116,666,212
- - 597,350,093 1,557,721 860 - - 1,850,088 323919 _.2,157,254,051
0.00% 0.14% 5,58% 0.68% 0.00% 0.00% 12.34%, 717% 1.37%
0.00% 0.00% 307% 4.08% 0.00% 0.00% 3.53% 0.80% 3.79%
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Fair value of finarcial instruments

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

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

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

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

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

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

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

June 30, 2018 (Un-audited)

Carrying Value Fair Value
Level 1 Level 2 Level 3 Total
Rupees in '000"

On balance sheet financial instruments

Financial assets mezasured at fair value

Held for trading securities

Market Treasury Bils 428,404,600 - 428,404,600 - 428,404,600
Pakistan nvestment Bonds 1,181,950 - 1,181,850 - 1,181,850
Investments in mut.sal funds 522,070 522,070 - - 522,070
Ordinary shares of listed companies 122,154 122,154 - - 122,154

Available for sale securities

Ordinary shares of listed companies 44,494,952 44,484,952 - - 44,494,952
Ordinary shares of unlisted companies 1,606,259 - 1,606,259 - 1,606,259
Market Treasury Bils 374,994,606 - 374,994,606 - 374,994,606
Pakistan Investmert Bonds 183,437,463 - 183,437,463 - 183,437,463
GoP Foreign Currency Bonds 18,307,937 - 18,307,937 - 18,307,937
Foreign Currency Cebt Securities 890,910 - 850,910 - 890,910
Foreign Governmen: Securities 604,135 - 604,135 - 604,135
Term Finance Certificates / Musharika anc Sukuk
Bonds 61,785,837 - 61,785,837 - 61,785,837
Preference shares 137,001 137,001 - 137,001
Invesiments in mutual funds 4,053,351 4,053,351 - - 4,053,351
Investments outside Pakistan 14,504,427 14,504,427 - - 14,504,427

Off balance sheet financial instruments

Foreign exchange confracts purchase and sale 390,776,391 - 2,233,232 - 2,233,232
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December 31, 2017 {Audited)

T

Carrying Value Fair Value
Levei 1 Level 2 Level 3 Total
Rupees in '000'

On balance sheet financial instruments

Financial assets measured at fair value

Held for trading securities
Market Treasury Bills 683,921,624 - 683,921,624 - 683,921,624
Pakistan Investment Bonds 2,643,892 - 2,643,892 - 2,643,892
Investments in mutual funds 340,121 340,121 - - 340,121
Ordinary shares of listed companies 67,399 67,399 - - 67,399

Available for sale securities
Ordinary shares of listed companies 46,717,508 46,717,508 - - 46,717 506
Ordinary shares of unlisted companies 982,989 - 982,989 - 982,989
Market Treasury Bills 138,660,516 - 138,560,518 - 138,560,516
Pakistan Investment Bonds 133,549,754 - 133,549,754 - 133,549,754
GoP Foreign Currency Bonds 17,116,376 - 17,116,376 - 17,116,376
Foreign Currency Debt Securities 1,674,959 - 1,674,959 - 1,674,959
Foreign Government Securities 548,752 - 548,752 - 548,752
Term Finance Certificates / Musharika and Sukuk :
Bonds 58,867,897 - 58,867,897 - 58,867,897
Preference shares 123,500 122 500 - - 123,500
Investments in mutual funds 1,149,646 1,14€,646 - M 1,149,846
Investrnents ouiside Pakistan 11,307,008 11,307,008 - - 11,307,008

Off balance sheet financial instruments

Foreign exchange contracts piurchase and sale 345,224,842 - 1,239,755 - 1,238,755

Certain categories of operating fixed assets {fand and buildings) and non-banking assets acquired in satisfaction of claims are carried at
revalued amounts (level 3 measurement} determined by professional valuer based on their assessment of the market values.

Basel Il liqudity requirements

June 30, December 31,
2018 2017
{Un-audited} {Audited)

Y {17 - 1L 111) J—
Liquidity coverage ratio

Total high quality liquid assets 926,691,955 984,828,182
TFotal net cash outflow 552,202,600 580,370,735
Liquidity coverage ratio % 168% 170%

Net stable funding ratio

Total available stable funding 1,752,633,432 1,531,580,508
Total required stable funding 441,374,524 419,276,880
Net stable funding ratio % 397% 365%

Y Ty T
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RELATED PARTY TRANSACTIONS

The Group has related party relationship with its asseciated undertakings, subsidiary companies, jeint-venture, employee benefit plans, and its key management
personnel {including their associates). The details of investments in subsidiary companies and associated undertakings are stated in note 7.

Transactions bekseen the Group and its related parties are carmied out under normal course of business as per terms of contract, except employees staff loans,
employees sale o assets and provident fund, that are as per agreement,

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

2018 {Un-audited) 2017 (Audited)
At Given Repaid At At Given Repaid Al
January 01, during the during the June 30, January 01, during the during the December 31,
2C18 pericd period 2018 2017 year year 2017
(Rupees in "000})
Advances
Associates 1,314,085 - (169,092) 3,144,093 3,297,168 18,750 {1,833} 3,314,085
Key Managemen: Execulives 145,369 5,000 {13,454} 136,915 185,830 11,782 {19,962} 177,650
Adjustments™ 77,6496 - - 77,696 (32,281) {32,281)
223,065 5,000 (13,454) 214,611 153,549 11,782 (19,962) 145,369
Debis due by Company in which
director is interestad as director N 16,605 {15,505) 1,100 - 2,000,000 (2,000,000} .
Adjustments* 51,789 - - 61,789 - - - -
51,789 16,605 (15,505) 62,889 - 2,000,000 (2,000,000) -
3,598,939 21,605 (198,051) 3,422,493 3,450,717 2,030,532 (2,021,785} 3,459,454
2018 {Un-audited) 2017 {Audited})
At Received Repald At Al Received Repaid Al
January 01, during the during the Jung 39, January 01, during the during the December 31,
2018 period period 2018 2017 year year 2017
{Rupees in ‘'000)
Deposits
Key Management £xeculives 62,047 213,712 {214,247) 61,512 28,838 430,362 (408,116) 51,114
Adjustments* {4,420} - - {4,440) 10,833 - - 10,933
57,607 213,712 {214,247) 57,072 39,771 430,392 (408,118} 62,047
Directors “5,614 17,584 {19,618} 13,580 4,655 37,321 (27.127) 14,849
Adjustments* 1 - - 11 765 - - 765
“5,628 17,584 {19,618) 13,591 5,420 37,321 {27,127 15,614
Pension Fund {Cuarent) 1,248 1,911,319 (1,909,407) 3,160 1,363 3,781,571 (3,781,686) 1,248
Pension Fund (Fized Deposit) 10,300,0C0 11,000,000  (14,000,000) 10,300,000 8,800,000 10,300,000 (8,800,000) 10,300,000
Pension Fund (N.1.D.A A/c) 514,529 13,353,634 (13,569,833} 298,340 1,038,059 2,744,580 (3,266,000) 514,539
Provident Fund 12,728,309 13,357,948 (13,607,150) 12,500,107 13,137,045 1,808,033 (2,195,769) 12,749,308
23,638,328 39,854,197 (40,320,285) 23,172,270 23,019,558 19,101,897 (18,478,698} 23,642,757
* Adjusiments due te changes in key management executives.
June 30, December 31,
2018 2047
{Un-audited) {Audited)
--------- {Rupees in '000) -+rrrmeee
Placements with

Joint venture 232,435 675,870
Borrowing from:

Joint venture 45,535 87,920
Mark-up receivabes from associates 1,103,500 2,082,323
Investment in associates §00,000 600,000

Half year Half year
ended ended
June 30, 2018  June 30, 2017
{Un-audited)  (Un-audited)
--------- {Rupees in '000} ~-asreeee
Income for the period

On advances / Jacements with:

Joint Venture 284 682
Debls due by comzany in which director of the bank is interested as director 14,733 1,716
Dividend from joint venture - 134,870
Expenses for the pericd

Remuneration tc key management executives 206,797 241,382

Charge for defined benefit plan 24,815 28,965
Mark-up on Deposits of:

Provident fund 554,188 820,121

Pension fund 372,801 329,427
Mark-up on Borrowing / Deposits

Joint Venfure 822 18
Transaction Fee paid to company in which diractors of the bank are interested as director 5,057 5,835
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Transactions with Government-related entities

The Federal Government through the State Bank of Pakistan holds controliing interest (75.60% shareholding) in the Bank and therefore entities which are owned and /
or controlled by “he Federal Government, or where the Federal Government may exercise significant influence, are related parlies of the Bank.

The Bank in the ordinary course of business enters into transaction with Government-related entities, Such lransaclions include lending to, deposits from and provision
of other banking senvice to Government-related entities.

The Bank also eaned commission on handling treasury transactions on behalf of the Government of Pakistan amounting to Rs. 4,938 million for the half year ended
June 30, 2018, As at the Slatement of Firancial Position date, the loans and advances, depesils and conlingencies relating to Government-related entities amounted
1o Rs, 348,407 million, Rs. 682,882 million and Rs. 612,720 millien respectively and income eamed on advances and profit paid on deposits amauated to Rs, 9,330
million and Rs, 2,063 milfion respectively.

ISLAMIC BANKING BUSINESS

The Bank is operating 173 (December 31, 2017: 169) Islamic banking branches as at June 30, 2018, Statement of financiat position, profit and loss
account and cash flow statement are as under:
June 30, December 31,

2018 2017
{Un-audited) (Audited)
STATEMENT OF FINANCIAL POSITION Note ----- (Rupees in '000") -~
Assets
Cash and balanzes with treasury banks 3,466,712 3,019,664
Balances with o:her banks 6,017,632 2,809,667
Investments 21.1 24,233,798 | 17,854,897
Islamic financing and related assets 21.2 22,942,577 | 18,946,404
Operating fixed assets 244,794 195,431
Other assets 1,560,759 1,149,381
58,466,269 43,975,444
Liabilities
Bilis payable 109,612 126,099
Deposits and cther accounts
-Current accounts 15,137,682 | 11,935,097
-Saving accounts 21,171,445 | 18,380,007
-Term deposis 2,245,744 2,593,239
-Deposit from “nancial institutions-Remunerative 3,000,000 4,000,000
-Deposit from fnancial institutions-Non-Remunerative 253,000 -
Due to Head Cffice 14,219,713 5,120,098
Other ligbilities 156,199 257,113
56,293,395 42,411,853
Net Assets 2,172,874 1,563,791
Represented By
[slamic Banking Fund 2,200,000 1,700,000
Unappropriated loss {47,048)  (228,135)
2,152,054 1,471,865
Surplus on revaluation of investments 20,823 91,926

2,172,874 1,563,791

Investments

Sukuk 22,364,602 15,985,704
Leasing Certificate 2,000,000 2,000,000
Provision against investments (130,807} {130,807)

24,233,795 17,854,807

21.2 [slamic financing and related assets

Murabaha

Financings 2,694,264 1,221,869

Advance 2,124,000 3,011,394

Provisions {188,400) (188,400)

4,629 864 4,044,863

Diminishing Musharaka

Financings 8,430,340 5,137,063
Advance 2,251 291,992
Provisions {158} -

8,492,433 5,429,065

ljarah assets

Assets 573,674 307,253
Advance - 168,627
Provisions {3,394) {3,394)

570,280 472,486

Istasna
Advance 750,000 500,000
Wakala tul {stismaar 8,500,000 8,500,000

22,942,577 18,946,404
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PROFIT AND LOSS ACCOUNT

Profit / Return earned on financings, investments and placements

Profit f Return expensed on deposit
Net spread earned
Direct expenses other than refurn on deposits

General Provision against consumer ‘inancing
Profit after provision

Other income

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

Total other income

Other expenses

Administrative expenses

Loss before taxation
CASH FLOW STATEMENT

Cash Flow from Operating Activities
Loss for the period

Adjusiments :

Depreciation - Own assets

Depreciation - [jarah assets

General Provision against consumer financing

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

Due from Financial Institutions
Financings and investments

Other assets

Increase / (decrease) in operating liabilities
Bills payable

Deposits and other accounts

Borrowings from Head Office

Other liabilities

het cash generated from operating activities
Cash flow from investing activities
Investment in operating fixed assets

Net cash used in investing activities

Cash flow from financing activities
Istamic banking fund

increase / (decrease) in cash and cash equivaients
Cash and cash equivalents at beginning of the half year
Cash and cash equivalents at the end of the half year

Half year
Ended
June 30,
2018
(Un-audited)

Half year
Ended

June 30,
2017

(Un-audited)

memeeeen (RUPEES IN '000') wommreee

1,415,778 930,247
(605,284) (397,073)
810,494 533,174
{126,921) {34,053)
683,573 499,121
(158) -
683,415 498,121
130,161 130,726
9,879 180
21,674 9,943
181,714 140,849
845,129 639,970
(893,078) (671,238)
(47,949) (31,268)
(47,949) (31,268)
40,173 23,665
126,879 33,815
158 -
167,210 57,480
119,261 26,212
(3,207,965) 531,388
- 6,167,555
(10,573,211)|| (12,477,025
{411,378) (64,731)
{14,192,554) (5,822.813)
{16,487) 159,970
4,899,528 (2,619,462)
9,327,750 8,268,246
{100,914) {95,831)
14,109,877 5712,923
36,584 (83,678)
(89,536) (50,850)
(89,536) (50,850)
500,000 -
447,048 (134,528)
3,019,664 2,678,218
3,466,712 2,543,690




22. DATE OF AUTHORIZATION FOR ISSUE

The consoldated condensed interim financial statements were authorized for issue by the Board of Directors of the Bank in their meeting
held on August 30, 2018.

23. GENERAL

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

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