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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed statement of financial position of AlBaraka Bank (Pakistan) Limited
(the Bank) as at 31 December 2017, and the related profit and loss account, statement of
comprehensive income, cash flow statement and statement of changes in equity together with the
notes forming part thereof (here-in-after referred to as the ‘financial statements’) for the year
then ended, in which are incorporated the unaudited certified returns from the branches except
for fifteen branches which have been audited by us and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary for
the purposes of our audit.

It is the responsibility of the Bank’'s Board of Directors to establish and maintain a system of
internal control, and prepare and present the financial statements in conformity with approved
accounting standards and the requirements of the Banking Companies Ordinance, 1962 (LVII of
1962), and the Companies Ordinance, 1984 (XLVIl of 1984). Our responsibility is to express an
opinion on these statements based on our audit.

We conducted our audit in accordance with the International Standards on Auditing as applicabie in
Pakistan. These standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of any material misstatement. An audit
includes examining on a test basis, evidence supporting the amounts and disclosuras in the
nnancial statements. An audit also includes assessing the accounting policies and significant
estimates made by management, as well as, evaluating the overall presentation of the financial
statements. We believe that our audit provides a reasonable basjs for our opinion and after due
verification, which in case of loans and advances covered more than sixty percent of the total
loans and advances of the Bank, we report that:

(a) in our opinion, proper books of accounts have been kept by the Bank as required by the
Companies Ordinance, 1984 (XLVIl of 1984) and the returns referred to above received
from the branches have been found adequate for the purposes of our audit;

(b} in our epinlon:

(i the statement of financial position and profit and loss account together with the
notes thereon have been drawn up in conformity with the Banking Companies
Ordinance, 1962 (LVI| of 1962), and the Companies Ordinance, 1984 (XLVIl of
1984), and are in agreement with the books of account and are further in
accordance with accounting policies consistently;

(i) the expenditure incurred during the year was for the purpose of the Bank's
business; and

(iiiy the business conducted, investments made and the expenditure incurred during the
year were in accordance with the objects of the Bank and the transactions of the
Bank which have come to our notice have been within the powers of the Bank;
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(] in our opinion, and to the best of our information and according to the explanations given to
us the statement of financial position, profit and loss account, statement of comprehensive
income, cash flow statement and statement of changes in equity together with the notes
forming part thereof conform with approved accounting standards as applicable in Pakistan
and give the information required by the Banking Companies Ordinance, 1962 (LVII of
1962), and the Companies Ordinance, 1984 (XLVII of 1984), in the manner so required and
give a true and fair view of the state of the Bank's affairs as at 31 December 2017 and its
true balance of the loss, comprehensive loss, its cash flows and changes in equity for the
year then ended; and

(d) in ocur opinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII

of 1980) was deducted by the Bank and deposited in the Central Zakat Fund established
under section 7 of that Ordinance.

il

Chartered Accountants
Audit Engagement Partner: Shaikh Ahmed Saiman

Date: 256 February 2018

Karachi
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ALBEARAKA BANK (PAKISTAN) LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2017

2017 2016
Note -o—eee- {Rupees "000)--------
Restated
(Note 5)
ASSETS
Cash and balances with treasury banks 7 8,915,585 18,725,350
Ealances with other banks g8 2,932,165 984 125
Due from financial institutions 9 5,095,411 2.892.703
Investments 10 19,393,486 24,601,518
Islamic financing and relaled assets & 71,203,056 66,785,266
Operating fixed assets 12 4,082,153 4,002,269
Deferred tax assets 13 3,238,985 2,873137
Other assets 14 5,799,760 5,634,265
120,660,601 126,798,833
LIABILITIES -
Bills pavable 15 1,691,141 1,386,390
Due to financial institutions 18 3,209,400 3,223,108
Deposits and other accounts 17 98,589,904 105,843,084
Sub-ordinated loans 18 2,642,852 1,428,568
Defarred tax lizbilities - -
Other liabilites 19 3,765,083 3,527,979
109,898,360 115,400,130
MET ASSETS 1U.T52,22T 11,389,503
REPRESENTED BY
Share capital 20.2 13,739,628 13,739,628
Discount on issuance of shares - net (632,766) (632.766)
Reserves 159,348 159,348
Accumulated loss (2,675,723) (2,281,369)
10,590,487 10,584,841
Surplus on revaluation of assets - net of tax 21 171,734 404,862
10,762,221 11,389,503
—— e
CONTINGENCIES AND COMMITMENTS 22
The annexed notes from 1 to 48 form an integral part of these financial statements.
i s -
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ALBARAKA BANK (PAKISTAN) LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMEER 2017

2017 2016
Note ccmeees {Rupees '000)----- -
Frofit / return earnad on Islamic financing and relatec assets,
investments and placements 23 6,717,570 5,158,073
Return on deposits and other dues expensed 24 (3,077,721) (2,754,910
Met spread earned 3,639,849 2,363,163
Reversal of provision against non-performing lslamic financing and related assets 11.5 15,709 167,580
Provision for diminution in the value of investments 10.2 (114.042) (3,320)
(98,333) 164,250
MNet spread after provisions 3,541,516 2,527 413
Other income
Fee, commission and brokerage income 667,109 521,529
Dividend income 44,469 20,182
Income from dealing in foreign currencies 173,949 133,413
{Lossigain on sale of securities 25 {4,659) 194.348
Unrealized loss on revaluation of investments classified as held-for-trading {6,098) -
Oither income 28 93.026 4,730
Total other income 967,796 874,200
4,509,312 3401613
Other expenses
Administrative expenses 27 (4,929,047) {3.494,381)
Other provisions / write off 28 (87,021} (B87.476)
Other charges 29 {24,317) {504}
Total other expenses 15,040,355) (3,502,361)
(531.073) (100,748)
Extra grdinary / unusual items - .
Loss before taxation {531,073 (100,748}
Taxation - Current (96,143) (80,323)
- Prior year a 4
- Deferrad 237,778 5,544
30 141,635 (54,779)
Loss after taxation (389,438 {1595.827)
------------ Rupeg -=remecuee
Loss per share - basic / diluted H {0.28) (0.17)
£y
The annexed notes from 1 to 46 form an integral part of these financial statements.
~ . n
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ALEARAKA BANK (PAKISTAN) LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

2017 2016
MNote = =eeeeees (Rupees '000)=-------
Loss after taxation (389,438) (155,627)
ltems not to be reclassified to profit or loss in subsequent periods:
Actuarial (loss)gain on remeasurement of defined benefit plan 34.7 (8,017) 14,460
Tax effect 2,806 (5.061)
(5,.211) 89,359
Comprehensive loss transferred to equity {394,649) (146,128)
Components of comprehensive income not reflected in equity
(Deficit) / surplus on revalugtion of available-for-sale securities - net of tax * (220,578) 73,400
Movement in revaluation of non-banking assets - nat of tax (12,350) 345,877
Total comprehensive (loss) |/ income (627,577) 272948

Surplus [/ {deficit) on revaluation of avallable-for-sale securities - net of tax has been shown in the statement of
comprehensive income in order to comply with the revised "Prudential Regulations for Corporate /| Commercial
Banking” issued by the State Bank of Pakistan vide its BPRD Circular Mo, 08 of 2014 on 26 June 2014,

e
The annexed notes from 1 to 46 form an integral part of these financial statements.
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ALBARAKA BANK (PAKISTAN) LIMITED

CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2017

Note
CASH FLOWS FROM OPERATING ACTIVITIES

Loss before taxation
Dividend Income

Adjustments for non-cash and other items:
Depreciation
Amortisation
Depreciation - non banking assets
Reversal against non-perferming Islamic financing and related assets
Provision for diminution in the valus of investments
Unrealized loss on revaluation of investmenis classified as held for trading
Other provisions [ write offs
Gain on sale of operating fixed assets

118
10.2

(Increase) ! decrease in operating assets
Due from financial institutions
Islamic financing and related assats
Other asszats

(Decrease) [ increase in operating liabilities
Bills payable
Cue to financial institutions
Depasits and other accounts
Other liabilities

Income tax paid
Met cash (used in) { flow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Met redemptions/investments in available-for-sale investments
Met investments/redemptions in held-for-trading investmenis
Cash inflow on amalgamation of Ex-Bur] Bank Limited

Met investments in operaling fixed assels

Cividend received

Proceeds from disposal of operating fixed assets

Net cash flow from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Fepayment of foreign currency debt

Payment to Parent Bank

Repayment of Tier Il mudaraba sukuk - first issue
Issuance of Tier || mudaraba sukuk - second issue
MNet cash flow from [ (used in) financing activities

gl

Met (decrease) / increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year 32

The annexaed notes from 1 to 46 form an integral part of these financial statements.

)
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2017

2016

weamme(Rupees '000)--—---

(531,073) (100,748)
(44,469) (20,182)
(575,542) (120,830)
227,591 157,811
200,363 Baav4d
25,668 22,848
(15,709) (167,580)
114,042 3,330
6,098 2
87.021 B7 4748
(57,511) (3,453)
587,563 188,806
12,021 67.876
(2,402,708) ~ (860,987)
(4,402,081) (3,144,565)
(263,758) (343,830)
(7,068,547) (4,345 382)
304,751 148,934
(13,709) (339,646)
(7,253,180) 13,560,211
237,104 210,558
(6,725,034) 13,580,058
(53,939} (66,433)
(13,835,499) 9,232,119

AU
/Q/MMS \c;:_if\?%$ y

4,781,677 (3,480,909)]
(33,135) 2,080,047
- 2,391,474
(108,287) (520,317)
44,511 16,916
74,724 | 6,132
4,759,490 493,253
- (2,042,450)

. {95,704)
(285,7186) (285,716)

1,500,000 -

1,214,284 (2.423,870)
(7,861,725) 7,301,502
19,708,475 12,407,973
11,847,750 19,702,475
Eq—

Director

Directolr
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ALBARAKA BEANK (PAKISTAN) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

lssued, Discount
subscribed Advance on
and paid- against  issuance
up share issuance of shares  Statutory Accumulated
__capital of shares - net Reserve * loss Total

(Rupees '000)

Balance as at 01 January 2016 8,935,200 95,704  (767,290) 159,348 {2,135,310) 6,287,652

Loss after taxation for the year [_ . “ - L - ” 5 (155,527) {FSE,SZ?}|
9

Other comprehensive income for the year | - - - = 8,39 9,388 |
Total comprehensive loss far the year - - - - (146,128) (146,128}
Paid to Parent Bank - (95,704) B - - {95,704,
Shares issued during the year 4,804,428 - - - 4,804,428
Premium on issuance of shares - . 134,524 . _ 134,524
Transfer fram surplus on revaluation of
nan-banking assets - net of tax - - 5 o &9 59
Balance as at 31 December 2016 13,739,628 - {632,766) 158,348 {2,281,369) 10,984,841
Loss after taxation for the year - - - = | ! {389,438 {384,438)
Other comprehensive loss for the year - - - - | (5.211) (5.211)
Total comprehensive loss for the year - : = = (394,649) (394,649)
Transfer from surplus on revaluation of
non-banking assets - net of tax - - - - 285 2495
Balance as at 31 December 2017 13,739,628 - (632,766) 159,348 (2,675,723 1{1,59!],4_§1_I
- e

* This represents reserve created under section 21(1)(a) of the Banking Companies Ordinance, 1962,

The annexed notes from 1 10 46 form an integral part of these financial statements.

Director |
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1.2

1.3

1.4
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ALBARAKA BANK (PAKISTAN) LIMITED
MOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

LEGAL STATUS AND NATURE OF BUSINESS

AlBaraka Bank (Pakistan) Limited (the Bank) was incarporated in Pakiztan on 20 December 2004 as g public
limited company under the Companies Ordinance, 1984,

The main objective of the Bank is to carry on Islamic banking business in Pakistan in accordance and in
conformity with  Shariah. The Bank was granted an lslamic Banking Licenss BL{I}-01(07), issusd by the
Banking Policy and Regulalions Department of the State Bank of Pakistan (SBF) on 18 January 2007,
Subsequently, the Bank was also granted approval for commencement of business as a scheduled bank with
effect from 13 February 2007, Upon merger of the Fakistan branches of AlBaraka Islamic Bank B.3.C. (c) with
and into the Bank, fresh license no. BL{I}-01{2011) was issued by SBP on 12 March 2011, effective from close
of business on 28 Cctober 2010,

During the year 2016, the shareholders of the Bank in their extra ordinary general meeting held on 22 August
2016 have approved the merger of the Bank with Bur] Bank Limited under a "Scheme of Amalgamation” (the
Scheme). Further, State Bank of Pakistan, through its letter no. BPRD (R&P-02)/2016/24373 dated 14 October
2016, has aiso approved the scheme of amalgamation and granted sanction order for the amalgamation of Ex-
Burj Bank Limited with and into the Bank. As of the effective date of amalgamation, the entire undertaking of Ex-
Burj Bank Limited stands amalgamated with and into the Bank.

The Bank is a subsidiary of AlBaraka Islamic Bank B.5.C. (c) {major sponsor} incorporated and domiciled in
Bahrain ang a member of AlBaraka Banking Group.

The Bank's registered office is located at 162, Bangalore Town, Main Sharah-e-Faisal, Karachi. The Bank has
188 branches including 13 sub-branches (31 December 2016 : 224 branches inciuding 14 sub-branches) in
Pakistan. The Bank has merged 39 closed proximity branches in first half of 2017, The vacant licences will

A

gradually be utilized by opening new Sranches in 2018,

Based on the Mnancial statements of the Bank for the year ended 31 December 2016, JCR-VIS has upgraded
the long-tarm rating to "A+" and maintained short-term rating at "A1" along with stable outlook. Pakistan Credit
Rating Agency Limited (PACRA) has maintained the Bank's long-term rating at "A" and short term rating at ‘A1’
and has upgraded the outlook fo posilive,

As at 31 December 2017, the Minimum Capital and Capital Adequacy Ratio (CAR) stood at Rs.10.43 billisn and
10.17 % respectively.

BASIS OF PRESENTATION

These financial statements have been prepared in conformity with the format of financial statements prescribed
by the SBF vide BSD Circular No. 04 dated 17 February 2008.

The Bank provides Islamic financing mainly through shariah compliant financial products as explained in Note
6.7. Except for Murabaha transactions (which are accounted for under the Islamic Financial Accounting
Standard - 1), the purchases and sales arising under these arrangements are not reflected in these financial
statements as such but are restricted to the amount of facility actually utilized and the appropriate portion of
rental / profit thereon, Income, if any received, which does not comply with the principles of Shariah is
recognized as charity payable.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial Reporting
Standards (IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting
Standards (IFASs) issued by the Institute of Chartered Accountants of Pakistan, as are notified by SECP,
provisions of the repealed Companies Ordinance, 1984, the Banking Companies Ordinance, 1962 and the
directives issued by the SECP and SBP. Wherever the requirements of provisions of the repealed Companies
Ordinance, 1984, the Banking Companies Ordinance, 1982, the IFAS notified by the SECP and directives
issued by the SECP and the SBP differ from the requirements of IFRS, the provisions of the repealed
Companies Qrdinance, 1984 and the Banking Companies Ordinance, 1962, IFAS notified by the SECP and the
directives issued by the SECP and the SBPF have been followed.

b




7 ALBARAKA BANK (PAKISTAN) LIMITED

3.1.1 Effective 30 May 2017, the Companies Act, 2017 (the Act) has been promulgated, however, the Securities and

3.2

4.1

4.2

5.1

5.2

Exchange Commission of Pakistan (SECP) vide its circular No. 23 of 2017 dated October 04, 2017 decided that
the companies whose financial year closes on or before December 31, 2017 shall prepare their financial
statements in accordance with the provisions of the repealed Companies Ordinance, 1984,

The SBP vide BSD Circular Letter No. 10 dated 26 August 2002 has deferred the applicability of International
Accounting Standard 39, "Financial Instruments: Recognition and Mesasurement” (IAS 39) and International
Accounting Standard 40, "lnvestment Property” (IAS 40) for banking companias till further instructions. Further,
according to the notification of SECP dated 28 April 2008, the IFRS - 7 "Financial Instruments: Disclosures” has
not been made applicable for banks. Accordingly, the requirements of these standards have notl been considered
in the preparation of these financial statements. However, investmenis have been classified and valued in
accordance with the requirements of various circulars issued by the SBP.

BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost convention except for available for sale
investments, non-banking assets and commitments in respect of foreign exchange forward contracts which have
been measured at fair value.

lterms included in the financial statements are measured using the currency of the primary sconomic environmern:
in which the Bank operates. The financial statements are presented in Pakistani Rupess, which is the Bank's
functional and presentation currency.

BEUSINESS COMBINATION - Restatement of prior year figures

During the year ended 31 December 2016, Shareholders of the Bank in their extra ordinary general meeting held
on 22 August 2016, approved the merger of Bank with Ex-Burj Bank limited {BBL} under a scheme of
amalgamation, Further, SBP through is letter no BPRD (R&P-02)/2016/24373 dated 14 October 2018, has also
approved the scheme of amalgamation and granted sanction order for the amalgamation of BEL with and into the
Bank.

The said amalgamation was accounted for by applying the acquisition method of accounting as prescribed by
International Financial Reporting Standard 3, "Business combination" (IFRS 3), IFRS 3 allows the acquirer a
maximum period of ong year from the date of acquisition to finalise the accounting for business combination. If the
initial accounting for a business combination remains incomplete by the end of the reporting pariod in which the
combination occurs, the acquirer shall report provisional amounts for the items for which the accounting is
incomplete, Such provisional values shall be adjusted refrospectively within a period of one year from the
acguisition date to reflect the results of the valuation and information that existed as of acquisition date.

During the current year, the exercise for the identification and fair valuation of assets acquired (including intangible
assels) and ligbilities assumed has been completed by management with the assistance of an independent
consultant and consequently, Core Deposit has been identified as carrying an intangible value, Accordingly,
pravisional goodwill has been reduced by the value of Core Deposit as determined by the independent consultant.
Details of the fair values of the assets acquired, liabilities assumed and purchase consideration and the resultant
goodwill recognised, are as follows;

31 October 2016

PKR in '000
Fair values of assets acquired 28,040,800
Fair valuas of liabilitiss assumed 23,497 965
Met assets acquired 4,542 B35
Purchase consideration:
Shares issued ( 480,442,760 shares @ of Rs.10.28 each) 4 938 952
GOODWILL 396,117

£y

=



53

54

6.1

The final fair values of identifiable assets (including Intangible assets) and liabilities of the Ex-Burj Bank Limited at

the date of acquisition are as follows:

Provisional Fair value Final balances
amounts as at  adjustments / including
31 October Intangible Purchase price
2016 recoanised allocation

ASSETS e Rupees "000--------
Cash and balances with lreasury banks 2,326,027 . 2328027
Balances with other banks 65,447 - 85,447
Investments 5,732,572 - 5,732,572
Islamic financing and related assets 15,828,431 - 15,828,431
Operating fixed assets 535,048 - 535,946
Intangible assets - 702,000 02,000
Defarred tax assels 1,706,344 - 1,706,344
Other assels 1,144,033 - 1,144,033

27,338,800 TO2,000 28,040,800
LIABILITIES
Bills payable 353,758 . 353,758 |
Due o financial instiutions 1,454 500 - 1,454,500 |
Deposits and other accounts 20,638 487 - 20,638 487 ‘
Other liabilities 1,051,220 - 1,051,220 |

23,497 965 - 23 497 965
MET ASSETS ACQUIRED 3,840,835 702,000 4,542 835

ALBARAKA BANK [PAKISTAN) LIMITED

Intangible recognized on acquisition

As a result of finalization of exercise for the identification and fair valuation of assets acquired {including intangible
assefs) and liabilities assumed, the Bank has recognized an intangible asset as at 31 Qctober 2018 in the form of
core deposits amounting to Rs. 702 million. The intangible asset is bank-specific and represents the value arising
from the deposit base of the acquired business being a source of funding at lower cost rather than borrowing from
money market. Therefore the value of the intangible asset represents net cost savings (i.e. the present value of
the net cost savings) over an esonomic life which is considered longer than the confractual life, Based on this
assumption, this intangible assel has been valued using certain valuation technigues and is being amortised
keeping in view the life expectancy of the core deposits.

Met cost savings is the difference of funding rate of deposit products and the rate at which the bank may have to
finance operations from market in absence of such funds. In addition to net cost savings, recurring net fee and
commission income alsc contributes to the value of the said intangible asset. Valuations of core deposit intangible
assets rest on the premise that the acquired customer relationships produce a stream of future benefits to the
acguirer. These benefits last until the deposit relationship terminatas,

The fair value of this identifiable intangible asset has been determined using the discounted cashflow method
(cost saving method) which was considered to be the most appropriate methodology as it reflects the present
value of the cperating cash flows generated by the net cost savings from existing deposit accounts aver their
economic lerm,

The valuation is based on information at the time of acquisition and the expectations and assumpticns that have

been deemed reasonable by the Bank's management. |t has been assumed that the underlying assumptions or
events associated with such asset will cocur as projected.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are sat out below,
These policies have been consistently applied o all years presented.

MNew Standards, Interpretations and Amendments

The Bank has adopied the following amendments to accounting standards and improvements to FRSs which
became effective for the current year: Ep—




8 ALEARAKA BANK (PAKISTAN) LIMITED

Standard or Interpretation
145 7 Financial Instruments: Disclosures - Disclosure Initiative - (Amendment)
IAS 12 Income Taxes — Recognition of Deferred Tax Assets for Unrealized losses (Amendments)

Improvements to Accounting Standards Issued by the IASB in September 2014

IFRS 12 Disclosure of Interests in Other Entities - Clarification of the scope of the disclosure requirements in IFRS 12

The adoption of the above amendments and improvemeants to accounting standards did not have any effect an the
financial statemeants.

6.2 Business combination and goodwill
Business combination are accounted for by applying the acquisition method. The cost of acquisition is measured
as the fair value of assets given, equity instruments issued and the liabilities incurred or assumed at the date of
acquisition. The consideration transferred includes the fair value of any assel or liability resulting from a contingent
cansideration arrangement, if any. Acguisilion-related costs are expensed as incurred. ldentifiable assels acquired
and liabilities and contingent liabilittes assumed In a business combination are measured initially at their fair values
at the acquisition date. The excess of the consideration transferred over the fair value of the identifiable net assels

acquired Is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a
bargain purchase, the difference is recognised directly in profit and less account,

8.3 Cash and cash equivalents

Cash and cash eguivalents comprise of cash and balances with treasury banks and balances with other banks in
current and deposit accounts.

£.4 Dueto/ from Financial Institutions
Bai Muajjal

In bal muajjal transactions, the Bank sells sukuk on credit to other Financial Institutions. The credit price is agreed
at the time of sale and such proceeds are receivad at the end of credit period.

Musharaka / Mudaraba

In Musharaka / Mudaraba, the Bank invests in the shariah compliant business pools of the financial institutions at
the agreed profit and loss sharing ratio.

Musharaka from State Bank of Pakistan under Islamic Export Refinance Scheme (IERS)

Under |[ERS, the Bank accepts funds from the SBP under shirkat-ul-agd to constitute a pool for investment in
export refinance portfolio of the Bank under the guidalines issued by the SBP. The profit of the pool is shared as
per the agreed weightages between the partners,
6.5 Investments
B.5.1 Investmenis are classified as follows:
{a) Held for trading
These are securities, which are either acquired for generating a profit from short-term fluctuations in market

prices, profit rate movements or are securities included in a portfolio in which a pattern of short-term profit
tzking exists, Such securities are normally sold within 90 days of the purchase date.

(b) Held to maturity
These are securities with fixed or determinable payments and fixed maturity in respect of which the Bank

has the positive intent and ability to hold till maturity,
£y
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(e} Awvailable for sale
These are investments, that do not fall under the 'held for trading’ or 'held to maturity' categaries.
6.5.2 Regular way contracts

All purchases and sales of investments that require delivery within the time frame established by regulations or
market convention are recognised at the trade date. Trade date is the date on which the Bank commits to
purchase or sell the investment,

6.5.3 Initial recognition and measurement

Investments other than those categorised as held for trading are initially recognised at fair value which includes
transaction costs associated with the investments. Investments classified as held for traging are initially
recognised at fair value, and transaclion costs are expensed in the profit and loss account.

6.5.4 Subsequent measurement
{2) Held for trading

These are measured at subseguent reponting dates at fair value. Gains and losses on remeasurament are
included in the net profit and loss for the year.

(b) Held to maturity

These are measured at amortised cost using the effeclive profit rate methed, less any impairment loss
recognised o reflect irrecoverable amount.

() Ayzilebls for sale

In accordance with the requirements of the SBPF, quoted securities and Government securities other than
those classified as 'held to maturity’, are subsequently re-measured to market value. Surplus ( deficit arising
on revaluation of gquoted securities classified as 'available for sale', is taken 1o a separate 2cocount shown in
the statement of financial position below equity,

Lnguoted equity securities are valued at the lower of cost and break-up value. Break-up value of equity
securities is calculated with reference to the net assets of the invesiee company as per the latest available
financial statements. In cases where the break up value of such shares is less than the cost, the difference
of the cost and break up value iz provided for accordingly by charging te the profit and loss account.

6.5.5 Impairment

Provision for diminution in the values of securities classified as available for sale and held to maturity (except
sukuk ceriificates) is charged to profit and loss account. Provision for diminution in value of sukuk ceriificates is
made as per the requirements of the Prudential Regulations issued by the State Bank of Pakistan.

6.5.6 Costof eguity investments is determined on weighted average basis.

6.6 Islamic financing and related assets

6.6.1 Brief nature of Islamic financing arrangements

Fellowing is a brief nature of the financing arrangements enteraed into by the Bank,

Murabaha

Under murabaha financing. funds disbursed for purchase of goods are recorded as 'advance against murabaha
finance'. On culmination of murabahz ie. sale of goods to customers, murabaha financing are recorded at the
deferred sale price net of deferred profit. Goods purchased but remaining unsold at the statement of financial
position date are recorded as inventories.
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ljara Financing
In ijara financing, the Bank provides the assets on psriedic rentais for specific tenor to customers.

Istasna

In istasna financing, the Bank places an order to purchase some specific goods / commodities from its customers
to be delivered to the Bank within an agreed time. The goods are then sold by the customer on behalf of the Bank
and the amount hence financed alongwith profit is paid back {o bank.

Tijarah
In tijarah financing, the Bank purchases specific goods / commaodities on cash basis from its customers for onward
sale and on subsequent sale, the financed amount is paid back by the customer.

Diminishing Musharaka

In diminishing musharaka based financing, the Bank enters into musharaka based on Shirkat-ul-Mulk for financing
and agreed share of fixed assets {example: house, land, plant, machinery or vehicle) with its customers and
enters into period profit payment agreement for the utilization of the Bank's musharaka share by the customer,

Service ljarah

In the service ljarah financing, the Bank provides financing by acquirng cenain agreed services from the
customer. After the purchase of services, the Bank appoints the customer to s&ll theses services in the market over
a period and provide a sale confirmation of such sale,

Salam
Salam is a sale transaction where the seller underiakes to supply some specific goods to the buyer at a future
date against an advance price fully paid on spot,

Running Musharaka
Running musharaka is a shirkul-and based firancing facility offered to the customers where the Bank participates
in operating activities of the customer and share profit and loss as per the aciual performance of their business.

Mudaraba
Mudaraba financing is a special kind of partnership in which the Bank gives capital io the customers for investing
in a commercial purpose, which is shariah-compliant, on the agreed profit and loss sharing ratic.

Accounting policies of Islamic financing

lslamic financing and related assets (advance, inventories etc.) are stated net of spacific and general provisions
against non-performing islamic financing, if any, which are charged (o the profit and loss account.

Provisions against non-performing Islamic financing and related assets

Specific provision against non-performing islamic financing is determined in accordance with the Prudential
Regulations and other directives issued by the SBP. The Bank maintains general reserve (provision), unless
specific exemption is available from SBP (refer note 11.5.2) in accordance with the applicable requirements of
Prudential Regulations for consumer finance and small and medium enterprise financing.

ljarah Assets

ljarah financing bocked on or after U1 January 2008 is accountad for as per the requirements of IFAS 2, whareby
assets leased out under fjarah are depreciated over the term of ijarah and the refated rental income is recognised
in the profit and loss account on an accrual basis.

ljgrah financing booked before 01 January 2009 is accountsd for as a finance lease whereby assets under ijarah
arrangervients are presented as a receivable at an amount equal to net invesiment in ijarah. Unearned income i.e.
excess of aggregate rentals over the cost of the asset is recorded at the inception of the ijarah andis amortised
over the term of the ijarah 5o as to produce a constant rate of return on net investment in ijarah;

Islamic Tfinancing and related assats ars writlen off whan thera is no raalistic prospect of recovery.
Py
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Inventories

Goods purchased but remaining unsold at the statement of financial position date are recorded as inventories. The
Bank values its inventories at the lower of cost and net realisable value. Cost of inventories represents the actual
purchase price paid by the customer as an agent on behalf of the Bank from the funds disbursed for the purpose
of culmination of murabaha.

The net realizable value is the estimated selling price in the ordinary course of business less the estimated cost
necessary to make the sale.

Operating Fixed Assets

Tangible - owned

Tangible fixed assets, other than land, are stated at cost less accumulated depreciation and accumulated
impairment lossas (if any). Land is stated at cost.

Depreciation is charged using the straight-line method in accordance with the rates specified in note 12,1 to these
financial statements and after taking into account residual value, it any. The residual values. useful lives and
depraciation methods are reviewed and adjusted, if appropriate at sach statement of financial positon date.
Depreciation on additions is charged from the month the assets are available for use while no depreciation is
charged in the month in which the assets are disposed off,

Gains / losses on sale of fixed assels are credited / charged to the profit and loss account and disclosed in other
income.

Subsequent costs are included in the assets' carrying amount and recognised as a separate asset as appropriate,
enly when it is probable that future benefits associated with the tem will flow to the Bank and the cost of the item
can be measured reliably, All other repairs and maintenance are charged to profit and loss account as and when
incurred. '

Capital work in progress

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

Intangible assets

Intangible assets having a finite useful life are stated at cost less accumulated amortisation and accumulated
impairment losses, if any. Intangible assets are amorised from the month, when these asseis are available for
use, using the straight line method, whereby the cost of the intangible asset is amortised on the basis of the
estimated useful life gver which economic benefits ara expected to flow to the Bank. The residual value, useful life
and amortisation method are reviewed and adjusted, if appropriate, at each statement of financial position date.
Amartization rates are specified in note 12.2.1 to these financial statements.

Intangible assets with indefinite useful lives are not amortized but tested for impairment annually, either individually
or at the cash-generating unit level. The assessment of indefinite life is reviewed annually to determine whether
the indefinits life continues to be supportable. If not, the change in useful life from indefinite to finite is made on &
prospective basis,

Impairment of operating fixed assets

The carrying amount of assets are reviewed al each reporting date for impairment whenever events o changes in
circumstances indicate that the carrying amounis of the assets may not be recoverable. If such indication exists.
and where the carrying value exceeds the estimated recoverable amount, assetz are written dewn to their
recoverable amount. The resulting impairment loss is taken to the profit and loss account.

o
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Mon-Banking Assets

The non-banking assets acquired in satisfaction of claims are carried at revalued amounts less accumulated
depreciation. These assets are revalued by professionally qualified valuers with sufficient regularity to ensure that
their net carrying value does not differ materially from their fair value. A surplus arising on revaluation of property is
credited o the 'Surplus on revaluation of assats' account and any deficit arising on revaluation is taken to profit
and loss account directly. Legal fees, transfer cost and direct cost of acquiring title to property is charged to profit
and loss account and not capitalised,

Depreciation is determined with reference to the value assigned to such assets on revaluation and depreciation
charge for the year/period is taken to the profit and loss account.

An ameunt equal to incremental depreciation for the year net of deferred taxation is transferred from "Surplus on
revaluation of asset account” to accumulated losses through statement of changes in equity to record realisation
of surplus to the extent of the incremental depreciation charge for the year.

Deposits

Deposits are generated on the basis of two modes i.e. Qard and Mudaraba. Deposits taken on Qard basis are
classified as 'Current Accounts’ and Deposits generated on Mudaraba basis are classified as "Savings Acceunt
and 'Fixed Deposit Accounts',

Mo profit or loss is passed on to current account depositors. However, the funds of current accounts are treated as
equity for the purpose of profit calculation and enly any profit earned / loss incurred on these funds are allocated o
the equity of the Bank. Profits realized in pocl are distributed in pre-agreed profit sharing ratio, Rab-ul-Maal share
is distributed among depositors according o weightages assigned at the inception of profit calculation period.

Mudarib (the Bank) can distribute its share of profit to Rab-ul-Maal in line with Shariah guidelines issued by SBP.
Sub-ordinated Loans

A subordinated loan s initially recorded at the amount of proceeds received. Profit accrued on subordinated |loans
is charged to the profit and loss account.

Revenue Recognition

- Prefit on murabaha transaciions is recognised on accrual basis. Profit on Murabaha transactions for the
period fram the date of disbursement to the date of culmination of murabaha is recognized immediately upon
the latter date.

= Rental income on ijarah financing beoked on or after January 1, 2008 is recegnised on accrual basis.

- Profit on diminishing musharaka, running musharaka, mudaraba and service jjarah are recognized on
accrual basis.

- Profit on tijarah and istisna is recognized on accrual basis commencing from the time of sale of goods till the
realization of sale proceeds by the Bank.

- Profit on bai muajjal transactions are recognized on accrual basis.

- Commission on letters of credit, acceptances and latters of guarantee is recognised on receipt basis.

- Dividend income is recognisad when the Bank’s right to receive the dividend is established.

- Prefit from investment in sukuk is recognised on accrual basis. Premium and discount on purchase of sukuk
are being amortized through profit and loss account over the remaining maturity.

. Gains / losses on disposal of fixed assets, jjarah assels and musharaka assels are taken to profit and loss
account in the period in which they arise.

- Gains / losses on sale of investmeants is included in profit and loss account,

- Income earned from avenues that are not Shariah compliant is not recognised in the profit and loss account.
This income is classified as charity payable in accordance with the recommendation of the Sharigh Advisor
of the Bank.

- Realization of profit earlier suspended in compliance with the Prudential Regulations issued by SBP is
credited to profit and loss account on receipt basis.

[
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Taxation

Income tax expense comprises current and deferred tax. Expense is recognised in profit and loss account except
to the extent when it relates to items recognised directly in equity or below equity.

(a) Current/ prior

The charge for current taxation is based on expected taxable income for the year at the current rate of transaction.
The Bank assessed its taxation income under Section 113 of income Tax Ordinance, 2001.

{b) Deferred

Deferred tax is recognised using the balance sheet liability methed on all major temporary differences betwesn the
amounts attributed to assets and liabilities for financial reporting purposes and amounts used for taxation
purposes. In addition, the Bank also records deferred tax asset on available tax losses. Deferred tax is calculated
at the rates that are expected to apply to the period when the differences are expected to reverse, based on tax
rates that have been enactad at the statement of linancial position date,

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised,

The carrying amount of deferred tax asset is reviewed at each statement of financial position date and reducad to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
deferred tax asset to be ulilisad.

The Bank also recognises a deferred tax asset / liability on the deficil / surplus on revaluation of assets which is
adjusted against the related surplus / deficit in accordance with the requirements of the International Accounting
Standard (IAS) 12, 'Income Taxas',

Staff Retirement Benefits

(a} Defined benefit plan

The Bank operates funded gratuity scheme for all its permanent employess except employees transferred to the
Bank from Ex-Burj Bank Limited. The benefits under the gratuity scheme are payable on retirement at the age of
60 or earlier cessation of service, in lump sum. The benefit is equal to one month's last drawn basic salary for
each completed year of service, subject to a minimum of three years of service,

(b} Defined contribution plan

The Bank also operates & recognised contributory provident fund for all permanent employees. Equal monthiy
contributions are made, both by the Bank and the employees, (o the fund atl a rate of 10 percent of basic salary.

Provisions, Contingent Assets And Contingent Liabilities

Provisions are recognised when the Bank has a prasent legal or constructive obligation arising as a resull of past
evenis and it is probable that an outflow of resources embodying economic benefits will be required fo seftle the
obligation and a reliable estimate of the amount of the obligaticn can be made: Provisions are reviewsd at each
staternent of financial position date and are adjusted to reflect the current best estimates.

Contingent assets are not recognised unless inflow of economic benefits is virtually certain,

Cantingent liabilities are not recognised but are disclosed unless the probability of an cutflow of resources
embodving economic benefits is remote,

Provision For Guarantee Claims And Other Off-Balance Sheet Obligations

The Bank, in the ordinary course of business, issues letters of credit, acceptances, guarantees, bid bonds,
performance bonds efc. The commission against such contracts is recognized in the profit and loss account under
"fee, commission and brokerage income” on recelpt basis. The Bank's liability under such contracts s measured
at the best estimate of the amount expected to settle any financial obligation arising under such contrasts,

T
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Foreign Currency Transactions

Foreign currency transactions are translated into Pak Rupees at the exchange rales prevailing on the date of
transaction. Monetary assets and liabilities in foreign currencies are translated into Pak rupees at the exchange
rates prevailing at the reperting date. Exchange gains or losses are included in profit and loss account currently,

Commitments

Commitments for outstanding forward foreign exchange contracts are translated at forward rates applicable to
their respective maturities. Contingent liabilities / commitments for letters of credit and lellers of guarantee
denominated in foreign currencies are translated into Pak Rupees at the exchange rates ruling on the reporting
date.

Financial Instruments
{a) Financial assets and financial liabilities

Financial assets and financial liabilities are initially recognized at the time when the Bank becomes a party to the
contractual provisions of the instrument. These include regular way purchases or sales of financial assets that
requires delivery of assets within the time frame generally established by regulation or convention in the market
place. Financial assets are de-recognized when the contractual right to future cash flows from the asset expires or
is transferred along with the risk and rewards of ownership of the asset, Financial liabilities are de-recognized
when ohligation specified in the contract is discharged, cancelled or expired. Any gain or loss on de-recognition of
the financial assets and liabilities is recognized in the profit and loss account of the current period

(b) Off-setting

Financial assets and financial liabilities are offset and the net amount is reported in the financial statements when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net
basis, or to realise the asset and setlle the liability simulianeously.

Earnings Per Share

Tne Bank presents basic and diluted earnings per share (EPS) and basic and diluted loss per share for its
shareholders. Basic EPS / loss per share is calculated by dividing the profit or loss attributable to ordinary
shareholders of the Bank by the weighted average number of ordinary shares outstanding during the year. Diiuted
EPS ! loss per share is determined by adjusting the profit or loss atiributable to the ordinary shareholders and the
weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, if
any.

Segment Reporting

A segment is a distinguishable component of the Bank that is engaged either in providing products or services
{(business segment}, or in providing products or services within a particular economic environment (geographical
segment}, which is subject to risks and rewards that are different from those of other segments.

{a) Business segments

The business segments within the Bank have been categorised into the following classifications of business
segments in accordance with the requirements specified by the SBF

- Trading and sales

It includes fixed income, equity, foreign exchanges, commeodities, credit, funding, own position securlties, lending
and brokerage debt and prime brokerage.

- Retail banking

It includes retail lending and depuosits, banking services, trust and estates, merchant ! commercial / corporate
cards and private |labels and retail,

- Commercial banking

Commercial banking includes project finance, real estate, export finance, trade finance, factoring, leasing, lending,
guarantees, bills of exchange and deposits.

- Payment and settlement

It ingludes payments and collection, fund transfer, clearing and settlement.
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(b) Geographical segments
Currently, the operations of the Bank are carried out in Pakistan only.

6.21 Pool Management

The Bank operates general and specific pools for depositors.

Under the general deposits pool, the Bank accepts funds on Mudaraba basis from depositors (Rab-u-Maal) where
the Bank acts as Manager (Mudarib) and invests the funds in the Shariah Compliant modes of islamic financings
and related assets, investments and placements.

Specific pools are operated for funds acquired |/ accepted from State Bank of Pakistan for lslamic Export
Refinance under the Musharaka modse,

The profit of each deposit pool is calculated on all the remunerative assets by utilizing the funds from the pool after
deduction of expenses directly incurred in earning the income of such poal, if any, No provisions against any non
performing assets of the pool is passed on to the pool. The profit of the pool is shared among the members of the
pool on pre-defined mechanism based on the weightages announced before the profit calculation period,

The deposits and funds under the above menticned pools are provided to diversified sectors and avenues of the
economy / business as mentioned in the note 41.1.1 and are also invested in Government of Pakistan backed
jarah sukuk and other soversign securities. Musharaka investments from State Bank of Pakistan under Islamic
Export Refinance are channelled towards the export sector of the economy.

6.22 Accounting Judgments And Estimaies

The preparation of financial statements in conformity with approved accounting standards as applicable in
Fakistan reguires the use of cerlain critical accounting estimates. It also requires the management to exercise is
iudgment in the process of applying the Bark's zccounting policies, The estimates { judgments and assnciated
assumplions used in the preparation of the financial statements are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.

The estimates / judgments and associated assumptions are reviewed on an ongoing basis. Revision to the
accounting estimates are recognized in the period in which the estimate is revised, if the revision affects only that
period, or in the pericd of revision and fulure periods if the revision affects both current and future oeriods, The
key areas of estimates and judgements in relation to these financial staiements are as follows:

a) Provision against non-performing Islamic financing

The Bank reviews its financing portfolio to assess amount of non-performing islamic financing and determine
provision reguired there against on a guarterly basis. While assessing this reguirement varicus factors
including the past dues, delinquency in the account, financial position of the borrower, value of collateral held
and requirements of Prudential Regulations are considered except where relaxation has been allowed by
SBF,

The amount of general provision against consumer and Small and Medium Enterprise, islamic financing are
determined in accordance with the relevant Prudential Regulations and SBP directives.

b} Impairment of available for 2. investments

The Bank considers that available for sale equity investments are impaired when there has been a
significant or prolonged decline in the fair value below its cost except for investments where relaxation has
been allowed by SBP. This determination of what is significant or profenged requires judgement, in addition,
impairment may be appropriate when there is evidence of deterioration in the financial health of ‘he investee.
industry and sector perfformance,

¢} Income taxes

In making the estimates for current and deferred taxes, the management looks at the income tax law and
the decisions of appellate authorities on certain issues in the past. There are certain matlers where the
Bank's view differs with the view taken by the income tax department and such amounts have been

disclosed as contingent liability.
Ergr
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d)  Operating fixed assets, depreciation and ameortization

In making estimates of the depreciation { amortisation method, the management uses method which reflects
the pattern in which economic benefils are expected to be consumed by the Bank. The method applied is
reviewed at each financial year end and if there is a change in the expected pattern of consumption of the
future economic benefits embodied in the assets, the method would be changed to reflect the change in
pattarn.

e) Employees' benefit plans

The liabilities for employeses' benefits are determined using actuarial valuations. The actuarial valuations
invalve assumplicns about discount rates, expected rates of return on assets and future salary increases as
disclosed in note 34. Due to the long term nature of these plans, such estimates are subject to significant
uncertainty.

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

The foliowing standards, amendments and interpretations with respect to the approved accounting standards as
applicable in Pakistan would be effective from the dates mentioned below against the respective standard or
interpretation;

Effective date (annual periods
Standard, interpretation or amendment beginning on or after)

IFRS 2 Share-based Payments — Classification and Measurement
of Share-based Paymenis Transactions (Amendments) January 01, 2018

IFRS 10 Consolidated Financial Statements and 1AS 28 Investmean
in Associates and Joint Ventures - Sale or Contribution of Assets

between an Investor and its Asscciate or Joint Venture (Amendmeant) Mot yet finalized
IFRS 9 Financial Instruments: Classification and Measurement July 01, 2018
IFRS 8 Prepayment Features with Negative Compensation — (Ameandments) January 01, 2018

IFRS 4 Insurance Contracts: Applying IFRS 9 Financial

Instruments with IFRS 4 Insurance Confracts — (Amendments) January 01, 2018
IFRS 15 Revenue from Contracts with Customers July 01, 2018

IFRIC 22 Foreign Currency Transactions and Advance Consideration January 01, 2018
IFRIC 23 Uncertainty over Income Tax Treatments January 01, 2014

The above standards and amendments are nol expected to have any material impact on the Bank's financizal
statements in the period of initial application except IFRS 8. With regards to IFRS &, the Bank considers that as
the Prudential regulation and other SBP directives currenily provide the accounting framework for the
measurement and valuation of investment and provision against non-performing islamic financing and related
assels, the implementation of IFRS 8 may require changes in the regulatory regime Therefore, the Bank expects
that the SBP would issue suitable guidance and instructions to the application of IFRS-9 for Banking sector of
Pakistan.

In addition to the above standards and amendments, improvements to various accounting standarcs have also
been issued by the IASB in December 2016. Such improvements are generally effective for accounting periods
beginning on or after 01 January 2018. The Bank expects that such improvements to the standards will not have
any impact on the Bank's financial siatements in the period of initial application.

Further, following new standards have been issued by |ASBE which are yet to be notified by the SECP for the
purpose of applicability in Pakistan

IASB Effective date (annual periods

Standards beginning on or after)
IFRS 14 - Regulatory Deferral Accounts January 01, 2016
IFRS 16 - Leases January 01, 2019

IFRS 17 — Insurance Contracts January 01, 202}
g~
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2017 2016
Note —mmmeeeee (Rupees '000) ----------
CASH AND BALANCES WITH TREASURY BANKS
In hand
- local currency 2,217,811 1,913,504
- foreign currencies 524,591 300,414
2,742,402 2,213,918
With State Bank of Pakistan in
- locai currency current account 7.1 5,076,417 15,409,774
- foreign currency - current account 7.1 8,405 2,336
- deposit account | 722,169 578,468
5,806,991 15,990,578
With National Bank of Pakistan in
- local currency current account 366,185 520,847
- local currency deposit account 7 4
8,915,585 18,725,350

These include local and foreign currency amount required to be maintained by the Bank with SBP. These
accounts are non-remunerative in nature.

2017 2016
Note ~  -----oeee- (Rupees '000) ----=-==-~
BALANCES WITH OTHER BANKS
In Pakistan
- on current accounts 1,431 1,432
- on deposit accounts 8.1 1,942,672 632,031
1,944,103 633,463
Outside Pakistan
- on current accounts 885,914 285,236
- on deposit accounts 102,148 | ! €5,426
988,062 350,662
2,932,165 984,125
The expected return on these deposits ranges from 2.50% to 5.74% (31 December 2016: 2.50% to 5.50%) per
annum. e
2017 2016
Note W -—emeemeee- (Rupees '000) ----------
DUE FROM FINANCIAL INSTITUTIONS
Bai muajjal 9.1
- with State Bank of Pakistan 5,095,411 485,809
- with other Financial Institution - 2,064,509
5,095,411 2,550,318
Lending to financial institutions - 142,385
5,095,411 2,692,703
Bai muajjal 5,372,200 2,608,302
Deferred income (129,674) (21,755)
Profit receivable shown in other assets (147,115) (36,229)
9.1.1 5,095,411 2,550,318

The return on bai muajjal is 5.26% to 5.74% (31 December 2016: 5.62% to 5.90%) per annum. These will
mature by June 2018.

2017 2016
---------- (Rupees '000) ----------

Particulars of due from financial institution

- local currency 5,095,411 2,650,318

- foreign currency - 142,385
5,095,411 2,692,703

611
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— 10, INVESTMENTS

an17 2016
Held by Bank :ﬂ";;':;:i Total Heid by Bank ;;‘I’I:’;:f Total
Note Rupees in '000
Investments by typas
Held for trading securities
- Orainary shares of listad companies 104 33135 * 33135 v =
Available for sale sacurities
Sukuk certficates 10.3 18.498 630 - ts.ds&.m' I 23,730,059 - | 23730098
— Crainary shares of listed companies 10.4 1,272,585 - 1,272,585 823,793 = BZ3. 783
Linits of apen-end mutual funds 0.4 63,408 - 69,408 39.403: . BO,405
Drdinary shares of uniisted company 0.5 52,200 - 52,200 HZ_ZﬂEi - | 52,200
19,893,823 - 19,893,823 24,875,500 - 24,675,500
Investments at cost 19,926,958 - 19,926,958 24,673,500 - 24,875,500
Less) Provisions for diminution in the
value of investmants 10.2 (278,770) - (278,770} {164, 728) - (184 728)
L | Investments (net of provisions) 19,648,188 - 19,648,188 24,510,772 - 24510772
{Deficit) £ surples on revaluation of investments
classified as avacable for sale securities 21 {248,604) - (245,604} 00,748 . 90,745
== Dficit on revalustion of invesiments {6,098) . (6,098} - - =
ciassified as held for rading securnibies ~
Total investments at market valus 19,393 486 - 19,393 486 24 501,518 - 24 801,518
21T 018
- Naote wrmmeeenes (RUDEES "O00) -eeeeees
101 Investments by segments
Sukuk certificates
= Federal Gevermnment Securities (ijara sukuk) I 10,283,102 | 18,810,051
Others | 8,200,523 7,420,048
0.3 18.49%.630 23.730.08%
- Fully paid-up ordinary shares
Crdinary shares of listed companies 10.4 1,305,720 823,783
Crdinary shares of unlisted company 10.5 52,200 52,200
Units of open-end mutual funds k4 65,408 53,408
| Imvestments at cost 19,926,958 24 B75.500
Less: Provisicons for diminuticn in the value of Irmvestments 102 (278,770) (164, 728)
Investments (net of provisions) 15,645,181 24,510,772
| (CefcitySurplus on revaluation of invesiments classifed as avadable for sale 2 [248,604) 00, TaE
Deficil on revaluabon of investments classfiad a3 hald for trading securities (6,088} -
Total investments at market value 19,393,488 24 B01.518
— 10,2 Particulars of provisions for diminution In the value of investments
Cpaning baiance 164 T3S &4 311
Charge during 1ne year ‘ 116,447 || 4514
Reversal during the year {2,407 [ {1,184}
— 114,041 3,330
Transfer upon amalgamation - 117,087
Closing balance 10,21 2?@_ 164,728
= 10.2.7 Particulars of provisions in respect of type and segmant
Available for sale
Ordinary shares of unlisted companies 19,637 22 044
Cirdinary shares of [lsted companies 142,046 25,587
| Sukuk cartificates 117,087 117,087
276 TT 164,728
e
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10.2 Sukuk certificates 2017 2018 017 2016
Name of the investes Nota Number of certificates | units —{Rup‘:::rﬂﬂnj S
Available for sale
Federal Government Securities
Gaovemmaent of Pakistan llara Sukuk - 15 - 135,658 [ - 13,851,563 I
Governmaent of Pakistan |ara Sukuk - 18 3T 26,250 26,250 2,632,383 2638774
Gowvernment of Pakistan l@ra Sukuk - F1 10.3.1.2 10,087 ar 1,023,494 B,714
Government of Pakistan |ara Sukuk - F2 10.3.1.3 46,000 4,640 242
Govemnment of Fakistan @ Sukuk - F3 0314 20,030 2,003,003 =]
10.288.102 16,610,061
Unguoted Sacurities
Sui Southern Gas Company Limited 10.3.1.5 200,000 200,000 1,000,000 1,000,000
Al Razi Healthcare (Private) Limited 50,000 - 178,333
WAPDA second sukuk certificates 74,000 - 61,975
WAPDA third sukuk certificates 10.31.6 214975 214,975 522,295 TEG3AT |
Meefum Jhelum Hydro Power Company (Private) Limited 10.3.1.7 26.000 26,000 2,500,000 2,600,000 :
Paxistan Intesnationad Airfing Corparation Lmited 10.3.1.8 265,000 285,000 1,325,000 I 1,325,000
Security Leasing Corparation Limited 10318 G.000 5,000 9,242 | 5,242
(uetta Teodile Mills Limetsd 10.3.1.10 30,000 30,000 T 545 . 70,345
Anttex Limdted 10.3.1.11 10,000 10,000 aT.500 “ 7,500
AGP Limuled Ha1.12 315 298,350
Aspin Pharma (Brvate) Limited 10,3113 70,460 352,800 | -
6,314,732 5,062,532
Quoted Securities L
Emirates Islamic Bank Sukuk 103114 5,000 5,000 | 556,658 | 526,041
Cralar Islamic Bank Sukuk 10.34.15 5.000 5,000 ; 556,051 528078 |
Crnan Soverssgn Sukuk 103118 3,000 332,004 -
Dwpai fslamic Bank Sukuk 03T 3,920 | ”Lﬂ?.a_! ) |
1,885,726 1,057,116
18,499,430 23.730,099
10.3.1 Other particulars of sukuk certificates are as follows:
Certificates | I
| units
| Particulars denomination Prafit rate per annum Profit payments Maturity cate
10.3.1.1  Government of Pakistan fars Sukuk - 16 PKR 100,000 @ Months Treasury Bill - 0.50% Sem| Annually 1B Decembe 2018
$0.3.1.2  Government of Pakistan ljara Sukuk - F1 PKR 100,000 §.10% Semi Annuatly 15'Fabruary 2013
10,3,1,3  Government of Pakistan ljara Sukuk - F2 PKR 100000 5.58% Seml Annually 29 March 1018
10.3.1.4  Government of Pakislan ljama Sukuk - F3 PKR 100,000 5.24% Semi Annuaty 30 June 2020
10.3.1.5  Sul Sculthern Gas Company Limibed PR 5,000 3 Months KIBOR + 0.40% Cuartarly 31 Oclober 2015
10.3.1.6  WAPDA Ihird sukuk certificates PER 5,000 & Months KIBOR + 1.00% Semi Annualky 14 October 2021
10.3.1.7  Meelumn Jhelum Hydro Power Company PER 100,000 § Months KIBOR + 1.13% Semi Annually 29 Juneg 2026
{Privats) Limited
10.2.1.8  Pakistan Internaiicral Airine Corporation PKR 5,000 B Monins KIBOR + 1.75% Sami Annually 20 Octobar2019
Limited
10.3,1.9 . Secunty Leasing Corporation Limited PKR 1,540 B.00% Mesithly 18 January 2022
10.3.1.10 Quetta Teudile Milis Limited PKR 2,245 G Months KIBOR + 1.75% Seml Annually 26 Seplembe 212
10,314,141 Amtex Limited PKR 3,750 3 Maonths KIBOR + 2 00%% Quarterly 11 Colober2012
10.3.1.92 AGP Limited PKR 100,000 3 Maonth Kibor + 1.30% Quartesly 3 Juwne 2023
10.3.1.43 Aspin Pharma (Private) Limited PKR 5,000 3 Month Kibar = 1 50% Quarerly 30 Novernbe 2023
10.3.1.14 Emirates |slamic Bank Sukuk USD 1,000 3.54% Semt Annually 37 May 20241
$0.3.9.45 Qatar lslamic Bank Sukuk UsD 1,000 275% Seml Annuatly 27 Oclober 2020
10,3116 Oman Sovereign Sukuk US0 1,000 4.40% Sami Annually 01 June 2624
10.3.1.47 Dubai Islamic Bank Sukuk USD 1,000 3.88% Sami Annually 14 February 2022

£
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Particulars of investments In ordinary shares of listed cempanies | units of mutual funds

217 2018
MNumber of Number of
Company Hame shares | Cost Market Value shares/ Cost Market Value
units units
====mes [Rupeed in 000) —--am sseases (Rupeas in "000) ———
Available for sale - shares | units
Chemicals and pharmaceutical
Agritech Limiled 1.471.636 51,507 7167 1,471,838 54,507 18,680
Tha Searle Company Limited 50000 19,047 15,743 50,000 30,521 32,684
GlaxoSmithkine Pakistan LimHed 195,600 45881 32,837 75,000 15,568 17,498
Fartilizar
Engra Fartifizers Limited - - - 115.800 10,124 7.E18
Engra Corporation Limited 300,000 101,300 B2,.425 250,000 746249 79023
Dawood Hercules Corporalion Limited 35,000 5,286 3916 - - -
Comant
Faug Cament Company Limiled 550,000 15,384 13,756 500,000 23,548 27 048
Maple Leaf Cement Factary Limited 650,000 50,766 44,292 200,000 1,822 25 518
.G Khan Cement Comparny Limited . “ - 200,000 7. T8 44,345
Cheral Cement Company Limited 250,000 37,515 27,727 100,000 15 G40 17 404
Lucky Cement Limited 200,000 144,626 103,482 75,000 55845 64,870
Tuxtile Compaosite
Nishat Milis Limiled - - . 140,000 2GS 21,314
Kobinoor Textile Mills Limiled 250,000 22857 16,507 100,000 _9_52,3 11.6820
Power Generation & Distribution
Kehinoor Energy Limsted - - . 225000 0,720 B.875
Hub Power Company Limited 500,000 62,504 45,500 500,000 57852 51,740
K-Elecinc Limided 4,500,000 39,270 28,395 1,000,000 9,267 9,37
Qil & Gas
Pakistan Jil Figlds Limited 93,650 53,669 55,744 ¥5.000 38141
Aitock Refineny Limited 280,000 92,940 65,554 50,000 19,242
Pakistan Petroleum Limited 75,000 13,917 15,443 75:000 13458
Hascal Petroteum Limited 300,000 94,5_'9-1 10,040 150,000 A5 G822
il & Zas Development Company Limited 250,000 40426 40,698 . = =
Sui Morthern Gas Pipelines Limilsd 250,000 32,953 23,653 . ) :
Sui Southern Gas Company Limited 250,000 10,166 T2 T80.000 31564 21,262
Food Producers
Abduliah Shah Ghazi Sugar Mills Limited 4,690,249 41,881 - 4,880,249 41,962 36,628
Al Shahesr Corporation Limited - - - 150,000 5E83 BB
Miscellaneous
Shifa International Hosgitals Limitac : - - 50,000 16,281 15,371
TPL Properties 1,200,000 43,200 14,258 1,600,000 17500 18,704
Paper & Board
Reshan Packages Limited 306,584 71,408 32,359 - - -
Packages Limited 50,000 34,957 25,432 50,000 40520 42 502
Automobile Assembler
Miflat Tractors Limibed 20,000 25112 13,433 41,050 35411 a7, 138
Pak Suzuki Motar Company Limited 40,000 27,317 19.911 - - .
Henda Allas Cars (Pakistan) Limdted 30,000 22202 15,372 23,000 13384 15379
Engineering
Crescent Sieed & Alled Products Limited 104,400 12,748 12,782 -
International Sieets Limited 109,000 10,945 10,637 -
Mugnal Iron & Steel Industries Limited 300,000 22,769 17,430 =
Cable & Electrical Goods
Pak Elexiran Limibed 60,000 40,368 28,404 850,000 BBI72 80,588
1,272,585 301,138 B23,753 B34,378
Open-end mutual funds
Faysal Islamic Savings Growth Fund BES,909 G3,408 69,727 AE5.900 S5 H08 55,854
1,341,553 470,565 583,01 B0% 802
Held for trading - sha units
Cable & Electrical Goods
Pak Elekfran Limited 50,000 4,232 2,843 -
Qil & Gas
Hascol Petroleum Limited 25,000 7,185 5176
Attock Refinery Limited 14,000 4,879 3,278 . + .
Sud Northermn Gas Pipatines Limited 30,000 3,599 2,833 . - X
Power Generation & Distribution
Hub Power Company Limited 50,000 5,369 &,550 -
Fertillzer
Engro Corporatien Limited 1.500 2170 2,081 -
Comant
D.G Khan Cement Company Limited 26,400 3,726 3,530 4 i 2
Engineering
Intarnational Sieels Limited 16,500 1,B65 1,755 = i o
33,135 27,037 = : Z

1
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10.4.1 Quality of available for sale securities

2017 2016 -
Amount Rating Amount Rating
(Rupees in {Long term / (Rupees In {Long term /
MNote ‘0oa) Short term) '"000) Short term)
Sukuk certificates
Governmenl of Pakistan ljara Sukuk 10,299,102 GOP Guaranteed 18,610,051 GOP Guaranteed
Sui Southern Gas Company Limited 1,000,000 Unrated 1,000,000 Unrated
Al Razi Healthcare (Private) Limited 4 - 178 333 Urnrated
WAPDA second sukuk certificates - - 51,075 GOP Guarantead
WAPDA third sukuk certificates 622,295 GOP Guaranteed 70,537 GOP Guaranteed
MNeeglum Jhelum Hydro Powear Company GOP Guaranteed | GOP
(Private) Limited 2,600,000 AAA 2,600,000 Guaranieed |
Pakistan International Airline Corporation Limited 1,325,000 GOP Guaranteed 1,325,000 GOP Guaranteed
Security Leasing Corporation Limited 9,242 Non-performing 9,242  Mon-perfoerming
Cuetta Textile Mills Limited 70,345 Mon-performing 70,345  Mon-performing
Amtex Limited 37,500 MNon-performing 37,500  MNon-performing
AGP Limitad 298,350 A - -
Aspin Pharma (Private) Limitad 352,000 A - -
Emirates Islamic Bank Sukuk 556,658 A+ 529,041 At
Clatar |slamic Bank Sukuk 556,051 A 528,075 A+
Cman Sovereign Sukuk 332,004 EBB- - -
Dubai lzlamic Bank Sukuk 441,083 A - -
Ordinary shares
Takaful Pakistan Limited 105 52,200 BBE+ 52,200 BEB+
Agritech Limited 51,507 Unrated 51,507 Unrated
The Searle Company Limited 19.817 Unrated 30,521 Urnrated
GlaxoSmithKline Pakistan Limited 45,881 Unrated 15,588 Unrated
Engro Fertilizers Limited - - 10,124 Al AT
Engro Corporation Limited 101,800 AA AT+ 74,629 Ab AT+
Dawood Hercules Corporation Limited 5,286 Al A1+ - -
Fauji Cement Company Limited 18,984 Unrated 23 548 Urnraied
wiaing Leal Cemant Factery Limited £0,766 A+ | A1 21,822 A A1
0.G.Khan Cement Company Limited - - 37,719 Unratad
Cherat Cement Company Limited 37,515 Al A1 15,840 Al AT
Lucky Cement Limiteg 144,626 Unrated 55,845 Unrated
Mishat Mills Limited . - 20,626 AR AT
Kohinoor Textile Mills Limited 22,857 A+l A 9623 A AT
K.ohinoor Energy Limited - - 10,720 AA AT+
Hub Power Company Limited 62.504 Al+ [ A1+ 57,653 Al AT+
k-Electric Limitea 39,270 Al AT+ 9,267 AA AT+
Fakistan Qi Fields Limited 53,669 Unrated 36,141 Unrated
Attock Refinery Limited 92,940 Al A1+ 149242 Al AT+
Fakistan Patraleum Limited 13,917 Unrated 13,459 Unrated
Hascol Petroleum Limited 94,594 Ab- AT 49 8982 A+ AT
il & Gas Development Company Limited 40,426 AbA | AT+ . -
Sui Northern Gas Pipelings Limited 32,953 AA- | A1 = z
Sui Southerm Gas Company 10,166 A+ AT 31,524 A+ A1
Abdullah Shah Ghazi Sugar Mill Limited 41,961 Unrated 41 062 IUnrated
Al Shahesr Corporation Limited - - 5,883 Unrated
Shifa International Hospitals Limited - - 16,281 Unrated
Roshan Packages Limited 71,409 Unrated . -
Packages Limited 34,957 AA T AT+ 40,520 Ad AT+
Millat Tractors Limited 25,112 Unrated 3541 Unrated
Pak Suzuki Motor Company Limited 27,317 Unrated - =
Honda Atlas Cars Pakistan Limited 22,222 Unrated 13,384 Unrated
Crescent Steel & Allied Products Limited 12,748 A+ [ A2 - =
International Steels Limited 10,946 A+ AT - -
Mughal Iron & Steel Industries Limited 22,768 A~ A2 - -
Pak Elektron Limited 40,366 Ax | A1 58,372 A+ A
TPL Properties 13,200 A+ A1 17,600 A+ A
Units of open-end mutual funds
Faysal |slamic Savings Growth Fund 69,408 AT 69,408 Al
Total 19,893,823 24,875 500

1~
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10.4,2 Quality of held for trading securities

Grdinary shares

10.5

11.

0.G.Khan Camant Compgny Limitsd 3,728 Unratad - -
Hub Pawar Company Limited 5,369 Adi | A1+ - -
Attoek Rafinary Limited 4,879 AR A+ = =
Hagoo! Petroleum Limited 7,195 AA-| A1 -
Sui Morthern Gas Pipelines Limited 3,589 Ab- | A1 -
Internaticnal Steels Limited 1,865 A+l Al - -
Engro Corporation Limited 2,170 An AT+ - -
Pak Elektron Limited 4,:}3_2_" A | A -
:‘%E__Ei—' =
Particulars of investments in ordinary shares of unlisted companies
2017 2016 2017 2016
----- --- Number of shares - ceeeeeeeeee Rupees in "000 -eeeeemaeee.
Takaful Pakistan Limitad® 5,100,000 5,100,000 52,200 52,200
Crown Textile Mills Limitad == 444 656 444 856 - -
52,200 £2.200
Takaful
Pakistan
Limited”

Percentage of equity holding %
Latest available auditad financial statemeants
Mame of the chief executive officer

17%

31 December 2016
Syed Tarig Husain

The breakup value of Takaful Pakistan Limited is Rs.6.38 per share as per the financial statements for the period ended 30

June 2017 and and Rs. 6.04 per share as per the financial statements for the year ended 31 Decemebr 2016,

These were transferred at nil value upon amalgamation of Pakistan branches of AlBaraka Islamic Bank B.5.C. (¢) with and

into the Bank.
. MNote
ISLAMIC FINANCING AND RELATED ASSETS

In Pakistan
Islamic financing and related assels
- Murabaha finance
- Advance against murabaha finance
- Export refinance under Islamic scheme
- Advance against export refinance under Islamic schema
- ljarah assels under [FAS 2
- Met investment in ijarah
- Advance against ljarah
- Service ljarah
- Biminishing musharaka financing
- Advance against diminishing musharaka finance
- Running musharaka
- Tijarah finance
- Over due accepiances
- Payment against guarantes
- Payment against documenis
- Salam financing
- Advance against salam
- Balam inventory
- Financing against bills
- Istasna finance
- Advance against istasna
- Istasna inventory
- Mudaraba
- Btaff financing
- Advance against staff financing
- Rahnuma travel sarvices
Islamic financing and refated assets - gross

111

Provisions for non-performing financing - specific
- general

Islamic financing and refated assets - net of provisions

2017

2016

e (RUPG@S 000) woeeeee

9,603,633 13,811,162
2,101,551 918,213
1,947,276 3,579,184
1,772,129 252 506
2,643,116 4,191,559
112,493 112,530
19,974 39,326
- 260,417
36,142,499 31,705,563
991,561 1,143,500
150,000 150,000
1,378,591 777,583
698,722 612,598
62,796 61,896
4,701 4,718
22,087 22,485
8,968,061 6,015,358
8,160 185,999
569,832 597,286
1,235,413 2,517,612
5,713,369 2,732,661
30,800
: 80,000
1,308,798 1,308,824
6,626 G067
81 161
75,492,269 71,000,188
(4,202,127) {4.217,953)
(87,086) (86,969)
(4,289,213) [4.304,022)
71,203,056 66,785,260

p
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Murabaha receivable - gross

Deferred murabaha income

Profit receivable shown in other assets
Murabaha finance

Murabaha sale price
Murabaha purchase price

24 ALBARAKA BANK (PAKISTAN) LIMITED

2017 20186
Mote —  ceeeeeee (Rupees '000) ----------
4.9 10,149,414 14,534,931
(388,887) (534 246)
(156,894) (189,623)
9,603,633 13,811,162
10,149,414 14,534,831
(9,603,633) (13,811,162)
545,781 723,768

These represents the ijarah financing contracts entered up to December 2008, These are accounted for as
finance lease where by assets under ijarah agreements are presented as a receivable at an amount egual to net

investment in ijarah.

Present value of minimum ijarah
- Mot later than one year

Particulars of Islamic financing and related assets

In local currency
In foreign currency

Short-term (for uplo one year)
Long term (for over one year)

112,493 112,530
112,493 112,530
70,048,924 65,407 626
1,154,130 1,377,640
71,203,054 56,785,266
42,114,295 38,761,395
29,088,659 28,023,871
71,203,054 66,785,266

Islamic financing and related assets include Rs.7,651.332 (31 December 2018 Rs.7.146.027) million which have
been placed under non-performing status as detailed below:

2017
Category of classifications Classified Islamic financing Provision Provision
and related assets
Domestic Overseas Total required heid
----- (Rupees in "000) - w-ee

Other assets especially mentioned 35,182 - 35,182 - -
Substandard 1,434,832 - 1,434,832 133,894 133,894
Doubtful 653,068 653,068 127,265 127,265
Loss 5,528,250 5,528,250 3,940,968 3,940,968

7,651,332 7,651,332 4,202,127 4,202,127
Category of classifications 2016

Classified Islamic financing Provision Provision
and related assets
Domestic Overseas Total required held
---------------- (Rupees in "000) ——cccmmemmm e

Other assets especially mentioned 74,385 74,385 -
Substandard 1,085,697 1,085,697 88,521 89,521
Doubtful 784,548 784,546 211,700 211,700
Loss 5,201,398 5,201,399 3.916,732 3.916.732

7,146,027 7,146,027 4,217,953 4217853

£~
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Particulars of provisions against non-performing islamic financing and related assets

2017 2016
Specific General Taotal Specific General Total
Rupees in "000

{Opening balance 4,217,953 86,969 4,304,922 2575068 28,386 2803 452
Charge for the year 459,119 || 117 459,236 513,194 18.688 531,882
Reversals for the year (474,945)] | = (474,945)|| (599,452} - (599.462)

(15,826) 17 {15,709)  (186.288) 18.688 {167,580)
Transfer upon amalgamaticn - - - 1,629,155 39,695 1.568.050
Closing balance 4.202127 87,086 4,289,213 4217953 B6,969 4,304,922

The above provision against non-performing Islamic financing and related assels has been computed after considering
allowable forced sale value (FSV) of collateral amounting to Rs. 2,597,403 (31 December 2016: Rs. 2,252.489) million. The
FSY benefit recognized is not allowed for distribution of cash or stock dividend to shareholders and bonus to employees.

The Bank maintains general reserve (provisions) in accordance with the applicable requirements of prudential regulations
for housing finance and small and medium enterprise |slamic financing, However, the State Bank of Pakistan vide its letter
EPFRD/ERD/PRs/0732017 dated & February 2017 has allowed an exemption fill 31 December 2017 from recognising
general reserve requirement for its auta finance subject o the following conditions !

- The Bank shall classify its aule financing as "loss” on 180th day from the date of default and shall recognise 100%
provision there against;

= Tha general reserve already accumulated and maintained shall not be reversed; and

- The classified portfolic of auto finance shall remain upto 5% of the Bank's auto finance portfolio. In case, if
classified portfolio of auto finance increases beyond 5% threshold, the exemption shall stand withdrawn from that
paint of time.

SBF vide its letter BPROVBLRED-3/DMG/2011-1035 dated 26 January 2011 and BPROD/BRD/PRs/ 024/2018 dated 01
January 2018 has allowed relaxation from further provisioning requirement against certain financing exposures having a
provisioning impact of Rs. 278307 (31 December 2016 Rs. 287.581) million. The relaxation allowed vide lefter
EPRLD/BRDIPRs! 024/2018 dated 01 January 2018 amounting to Rs. 237.728 million is to be recognized in a phased
manner by 31 Decamber 2018.

11.5.4 Particulars of provisions agsinst non-perferming islamic financing and related assets

2017 2016
Specific General Total Specific General Total
Rupees in '000
In local currency 4,188,532 87,086 4,275 618 4,204 358 085,989 4291 327
In foreign currency 13,595 - 13,595 13 5495 = 13,505
4,202,127 87,086 4289213 4217 953 8G 969 4 304 922

11.5.5 In terms of sub-section (3) of section 334 of the Banking Companies Ordinance, 1962, the statement in respect of writlen

12,

off financing or any other financial relief of five hundred thousand rupees or above allowed o any person during the year
ended 31 December 2017 is required 1o be disclosed in financial statements. During the year ended 31 December 2017, the
Bank did not write off any financing of an amount aqual to or exceeding five hundred thousand rupees. However, the
statement in respect of written of profit or any other financial relief of five hundred thousand rupees or abowve allowed is
annexed o these financial staterments.

2017 2016
- (Rupees "000) --—--
Particulars of Islamic financing to executives, directors,
associated companies etc.
Debts due by directors, executives or officers of the Bank
or any of them either severally or jointly with any other person™
Balance at the beginning of the year 1,317,891 723,302
Islamic financing during the year 374,242 285153
Repayments during the year (378,396) (226,082)
Transfer upon amalgamation - 535,518
Balance at the end of the year '_1.313,?3? 1,317,851

* These represent Islamic financing given by the Bank to its employees as per the terms of ther employment.

2017 20186
Note —— (Rupees*000) —-—
Restated
OPERATING FIXED ASSETS
Property and equipment 121 1,855,376 2.054 500
Intangible assets 122 1,720,577 1.884 535
Capital work-in-progress 12.3 506,200 563 234

4,082,153 4 502 269
Epnt
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12,1 Property and equipment
2017
. _ ©ost ACCUMULATED DEPRECIATION
Charge MNet book
it ! for th 1
Asatpr  DdAOns! - Losesr Asamor TOME  Goga vRMERS o
[disposals) year [ {on at 21 ;
Januany : December  January Dacamber depraciation
2017 A ok 2017 2017  Cispasals) IR
affs®) ! [on write 2017
offs®)
Rupees in '000 %
Leasehold tand TOT7, 104 - 707,104 - o104 -
Building and Improvements
an leasehold iand 1.405,993 54017 1,198,202 647,086 110,656 579,543 18,658 5% -10%
{32.227) (21,848)
{229,585) * [146,350)
Furniture and fictures 331,959 16,439 343,950 22022 30,682 238,969 10,951 0%
[4,508) (3,735)
Caompuler and office
equipmants 1,595,637 40,468 1,608,603 1,157,354 84,965 1,216,440 390,163 10% - 50%
129,503} 125,879)
Vahicles 78,201 17,931 BE,917 47,937 11,288 52,448 34 469 0%
[3,215) (6,777
4,118,899 123,916 3,942,776 2,064,309 227,531 2,087,400 1,655,376
{75,453} (58.240)
(229,586) * [145,350) * P
BB
COST ACCUMULATED DEPRECIATION
Charge Nt ook
e Additions .'. Transfer Asak s at for the Transfer As at 31 value as Rata of
4 japazaln) opan December  Janua YUAT: an Hpan Decamber e &1 depraciation
a;::iry I {writa amal- q;m Zﬂiﬂw disposals) amal- 216 December
offa®) gamation fjon write gamation 2016
offs®)
Rupees n 000 ]
Leasehald fand TOT, 20 - 707,104 - - TO7, 104
Building and improvemeants
on leasahald land 120278 22,748 666,732 1,405,995 234415 48,732 366,253 547,088 THE.91Z % - 10%
[E51) (254}
[3,400) * (3,100
Furmiture and ftures 206.194 4532 121972 331,958 128 968 21,293 685,524 212022 119,937 0%
(539 (T81)
Compuler and olfice
equipments B34.220 130,280 G35.046 1,585,637 S 340 76552 518,655 1157354 438,283  10% -50%
{3.879) {3,193}
Vehicles 7EH73 2,383 23,897 TR 45 8ad 10254 4,184 47 937 3,264 20%
[21.952) === {20444 =
2,661,870 140,043 1447617 4,118,803 967,684 51,811 366,655 2084388 2,034,500
[27.331) 124.852)
o (3,100 " (31000

12.1.1 Property and aguipmenl Include assets Mal are lully depreciated and are sl in use aggregating to Rs. 1,051.058 midicn (31 Decomber 2016 - Ry, 935,763 millur)
Evm
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w17 2015
Intangible assets Nota —--— [Rupees ‘000) ——
Rastated
Compuler seitwase #nd core doposils 1221 941,315 1,108,273
Brand with indefinie usaful e 1222 383,145 383,145
. 198,117 304,117
1,720,577 1,884 535
2017
COST ACCUMULATED AMORTISATION et book
value as at
Az at As at 31 A sl As at 31 3
danuary Transfor upon Cecember  January Amortisation Transferupon Decermber December Rate of
2017 Addilions  amalgamation 247 Fiik g for the year  amalgamation 27 1047 amortisation
Aupsees in'000 u
Computer software 721,184 16,405 - T57 583 614,032 55,5880 - 889,712 87377 20 - 33%
Cora daposits 1,385,000 = - 1,386 0600 387,873 144 583 - 532 567 351 418 B33 %10
31 December 2017 107,184 36405 B 2,443,589 1,001,911 00,363 - 1,202,774 341,315
2016 {Rustatad)
COST ACCUMULATED AMORTISATION Nat book
walua as at
As at 0 As st 31 As at 01 A at 11 H
January Transferupon December  January Amortisation Transferupon December December Rata of
2018 Additions  amalgamation 2016 018 for the year amalgamation 2016 2018 amortisation
Rupsees in 000 L3
Computer solbwang 276,578 0G24 363,582 721,184 247,080 25419 341,583 G4, 032 107,152 20-33%
Core depasils BB4,000 7@ 000 - 1,386,000 324 024 62.558 - 347,879 SRB121 BI33%-10%
31 December 2016 BED.878 762 G24 133502 2107184 571 Ba4 85174 341,583 1001811 1,195,273

During the year, Ine management has assessed ihe fair value of the Bank which excesds its breakup value . 1AS 38 “impairment of 2ssets® requires that an
impairmant loss shall be recognized for a cash-generaling unit if, and enly I, the recoverable amaount of the unit igroup of units) Is less (kan the carmying amount of the
unit {group of unds). Accordingly, no impalrment loss has been recognized in these financial stalements on the Intangible assets,

The key assumptions used for the purpose of the projections are 85 undar

- Ciscount rate - Pre tax 14, 75% par annum
- Terminal growth rate 10% per annum
Discount rates

Dizcount rates 1ake inty consideration the fime value of monay and Individual risks of the underlying assets (hat have not been incorporated in the cash flow estimades
The discount rabe calculaton s based on the specific circumslances of the Bank, Adjusiments ta the discount rate are made to factar in the speciic amount and timing
af the future tax flows in order to refiect a pest-tax discount rate.

Terminal growth rates
Terminal growth rate is a stable growth rale 2t which an asse! will continue o grow perpetualiy.

Sensitivity to changes In assumptions

Management believes thal after considering the varous scenarios no reasanable possible change in any of the above key assumptions woud cause the carnying value
of the unit to materially exceed its recevarable amount,

017 2016
Capital work-in-progress werees (RUpEeS "000) ——m
Land and bufding including advances to suppliers and contraciors 505,200 534,283
Advance far purchase of property - related perty 251,680 251,680
Provisions far impairment 2gainst advance for purchase of propedy {251,680) (251,880}
Transfer fo compauler software - {45 890)
Write aff - | {75,158
[251,630) (372,729
Total capital work-in-progress 506,200 563,234
Disposal of assats
Cetails of disposal of fised assals where cost exceeds Ra.1 milion or book value i greater than fs.0.25 million, whichaver ia lower are as follpws
Accumulated Book Zala
Description Cost degreciation walum procasds Meda of disposal Partculars of purchasar
e Ripess in "O00 .
Vehicles
Haonda Chic 24 1,582 32 1,091 HAuction Mr. Jamnad Anmed
Handa Chyic 2,103 1,505 b 1,136 Auction Muhsmimad Molors
Tayata Corolia 1,707 1,221 456 T As par Bank's poiicy Multi Miunoeb ur Rehman
Toyola Corolla 1,523 1,072 451 1,061 Auclion Mr, Larais
Suruki Cutis 955 B4 m 527 Auction Muhanmadi Motors
Building and improvements on leasahold land
Civil Wark 24 801 17,154 7,847 33,017 Insurance Claim Puk-Catar General Tokatul
Civil Work 3,102 2,275 a2r 138 Auction Mr, Ghularm Rasool
Civil Wik 1,272 BED a9z 1,604 Insuranca Claim Pak-Ontar Genaral Takalul
Ranavation work G483 347 338 o] Insurance Claim Pak-Qatar Ganetsl Takaful
Cifice Equipmaent
Ganerator 1,13 113 - 186 Auchion Wr. Muhamnsad Irfan
Electrical Inslaiation 626 251 T 336 Insurance Claim Pak-Cxlar General Takatu
UPS 1.270 243 1,027 1,891 Ingwrance Claim Pab-Catar Ganeral Takafid
41,380 28,355 13,044 43,045
Fixed gssets having book value of less than Rs.0.25 mitlion or cost of Rz 1 milllon s as follows:
Various 34,054 29,845 4,189 31,679
3 December 2017 T5 453 A8 240 17 74,724
21 December 1016 27331 24 557 ;g_?n 6132

£
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2017 2016
13. DEFERRED TAX ASSETS MNote =---=- (Rupees '000) —-—-—
Deferred tax debits arising in respect of
Provisions against non performing islamic financing and related assels 777,551 | 859,817
Provisions for diminution in the value of investments 99,126 59,211
Provisions against cperating fized assels 22,022 22,022
Provisicns against other assets 6,614 28,349
Minimum tax 486,202 432,702
Deferred lax an remeasuremeant of defined benefit plan 17.521 14,715
Tax effect of revaluation of investmants classified as available-for-sale BY. 011 -
Unused tax losses 2,055,194 1,837,553
3,561,241 3,254,369
Deferred tax credits arising due to
Excess of accounting book values over tax written down
values of operating fixed assets {142,57€) (163,300)
Tax effect of revaluation of investments classified as available-for-sale - (31,761)
Tax effect of incremeantal depreciation transferred to retained earnings (196) (37)
Tax effact of revaluation of non-banking assets {179,484) (186,134)
(322,256) (381,232)
131 3,238,985 2.873.137

131  The deferred tax asset has been recognized in these financial statements as the management estimates that sufficient
taxable profits will be avallable in fulure years against which the unused carry forward tax losses and other deductible
temporary differencas can be utilised. Deferred tax asset en minimum tax has been recognized in these financlal staterments
based on avallability of taxable profits to utilize the aforesaid assel: The estimales of fulure taxable profits are based on
financial projections of the Bank for the next five years approved by the Beard. The projections involve certain key
azsumptions underlying the estimation of future taxable profits. Key assumptions include income tax rates, cost to income
ratio, deposit composition, Kibor rates, growth of deposits and Islamic financing, invastmant returns, product mix of |slamic
financing and refated assets, potential provisicn against assets and branch expansion plan. Any significant change in the
key assumptions may have an effect on the realisability of the deferred tax assetl.

2017 2016
14, OTHER ASSETS Note --— (Rupees 000} —--
Profit / return accrued in local currency 2,061,371 1.618,522
Profit / return accrued in foreign currency 12,399 5,475
Advances, deposils and prepaymeants 14.1 724 044 Ta1,268
Advance taxation (payments less provision) 351,742 393,946
Receivable in respect of defined benefil plan 34.3 12,579 54,331
Receivable against sale of shares 72,739 244 357
Unrealised gain on re-measurement of forward
exchange contracls 140,174 2,075
Branch adjustmeant account 21,919 151,084
Stamps anc stationery 5722 6,232
MNon banking assets acquired in satisfaction of claims 14.2 2,313,006 2.351.512
Others 232,370 211,889
5,948,065 5,77B,THS
Less: Provisions held against other assets 14.3 (148,305) (144,520)
Other assels (nat of provisions) §.799.760 5,634,265

141 This includes prepaid rent and prepaid takaful aggregating to Rs.310.3 (31 December 2016: Rs.266.7) million and
Rs.32.073 (31 December 2016: Rs.58.7) miliion respactively.

; 2017 20148
i4.2  Mon banking assets acguired in satisfaction of claims -=-— (Rupees "100) —=---
Market value of non-banking assets acguired in satisfaction of claims 2,361,522 2,374,360
Less: Accumulated depraciation (48,516) {22.348)
2,313,006 2,321,512

14.2.1 The costof the non-banking assets acquired in satisfaction of claims amounts to Rs. 1,848.151 (Dec 2016 | Rs. 1,842.443)
milion, Ey—
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14.2.2 During the year, non performing financing amounting to Rs.251.496 million have seitled against settlement of claims, The

14.3

15.

16.

16.1

16.2

16.21

16.3

17.

17.1

18.

18.1

Bank reversed the provisicn of Bs.251.496 million recorded in pricr years.,

Provisions held against other assets

Opening balance

Charge during the year
Feversal duing the year

Transfer upon amalgamalion

BILLS PAYABLE

In Pakistan
Cutside Pakistan

DUE TO FINANCIAL INSTITUTIONS

In Pakistan
Qutside Pakistan

Particulars of due to financial institutions with respect to currencies

In loca!l currency
In foreign currency

Details of due to financial institutions
Secured
Borrowings from State Bank of Pakistan

Under Islamic export refinance scheme (|[ERS)

Tha range of profit rates on these borrowings is 1.0% 1o 2.0% (37 Decomber 20156

Particulars of due to financial institutions
Short-term {far up o one year)
Leng term (for over one year)

DEPOSITS AND OTHER ACCOUNTS

Customers

Fixed deposits

Savings ceposits

Current accounts - non-remunarative
Margin deposits

Financial Institutions

Femunerative deposits
MNon-remunerative deposits

Particulars of deposits

In local currency
In fareign currencies

SUB - ORDINATED LOANS

Tier Il mudaraba sukuk - first issue
Tier Il mudaraba sukuk - second issue

Note

1681

16.2.1

18.1
18.2

2017

2016

e (Rupges "000) —---—

144,520 51,207
" 8,381 | | 12,317 |
. (4,596} | E
3,785 12,317
- 80,096
148,305 144,520
1,691,141 1,386,390
1,691.141 1,386,380 _
3,200,400 3.223,109
3,209,400 3,223,109
3,209,400 3,223,109
3,209,400 5,223,109
3,209,400 3,223,109

1.0% to 2.0%) per annum. The
maximum [imit approved by SBP 1o the Bank under Islamic Export Refinance Scheme s Rs.4.65 (31 December 2018.
Rs.4.65) billion. The above contracts will mature starting from 13 February 2018 to 27 June 2018,

2017 2016
w=mue (Rupees "000) --——--
3,209,400 3,223.100
3,209,400 3,223,109

| 18,530,047 23,855,144
49,335,247 45,031,088
24.074.933 24,579,138
1,359,486 | | 891,821
93,299,713 84,357,191
5,201,905 11,263,522

88.286 290 371
5.290.191 11,485,893
98,589,904 105,843 084
91,348,408 100,349,952
7.241.496 5.493,132
98,569,904 105.843,084
1,142,852 1,428 566
1,500,000 - |
2,642,852 1.428,568

Puring the year 2014, the Bank has issued unsecured, sub-ordinated and privately placed sukuk amounting to Rs. 2,000
million. The tenar of the sukuk is seven years maturing in 2021, During the guarter and nine months ended 31 March 2017
and 30 September 2017, the Bank has paid the fifth and sixth french of principal repayment along with the prof to its sukuk

nolders amounting to Rs. 2857 million and Rs. 9.5 millien respactively
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18.2  During the year, the Bank has issued its second unsecured, sub-ordinated and privately placed sukuk amounting to Rs,
1,500 million. The tencr of the sukuk is seven years with principal repayble in full at the end of the tenor in 2024, Profit is
payable on sukuk semi-annually at 6 months KIBOR + 0.75%.

2017 2016
19. OTHER LIABILITIES Note - (Rupees "000) -—-
Return on deposits and borrowings:
- payable in local currency 521,698 456,001
- payable in forgign currencies 2,643 2,786
Accrued expenses 323,905 274,954
Security deposit against ijarah 1,213,895 1,681,163
Charity payable 181 76,218 49 928
Payable against purchase of listed shares 182,324 10,749
Advance payments 728,936 500,609
Insurance payable against ijarah and diminishing musharakah assets 213,935 145,892
Others 501,529 405,897
3,765,083 3,527,579
19.1  Movement of charity payable
Opening balance 49,928 47,763
Amount transferred during the year 58,876 15,085
Fayments | utilization during the year {32,586) (26,287
Transfer upon amalgamation - 18,377
Closing balance pE== 76,218 45928

19.1.1 According to the instructions of the Shariah Advisar, any income earned by the Bank from Shariah non-compliant avenues
snould be utilized by the Bank far charitable purposes,

19.1.2 Detailed information relating to charity paid to organisations / individuals equal to or in excess of Rs.100.000 is given In
Annexure || lo these financial statemants.

20, SHARE CAPITAL
20.1  Authorized Capital

2017 2016 2017 2016
Number of shares {Rupees '000) -~

1,800,000,000 1,800,000.000 Ordinary shares of Rs.10 each 18,000,000 18,000,000

20.2 lIssued, subscribed and paid up capital

2017 2016 2017 2016
Number of shares . (Rupees '000) ——-
450,000,000 450,000,000 Ordinary shares of Rs.10 each fully paid in cash 4,500,000 4,500,000
923,962,760 443,520,000 | |ssued for consideration other than cash - [ 9,239,628 4,435,200

at beginning of the year
!szued during the year for consideration

- 480,442 760 other than cash - 4,804,428
923,962,760 923,862,760 Balance as at Decamber 31 9,239,628 5,230 628
1,373,962.760 1.373,962.760 13,739,628 13,739,628

fu—
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20.3  Shareholders having more than 10% shareholding in 2017 and 2016

ALBARAKA BANK (PAKISTAN) LIMITED

2017 2016
Number of Percentage of Number of Parcentage of
Mame of sharehaolder shares held shareholding shares held shareholding
AlBaraka Islamic Bank (Bahrain) B.S.C. (g} 812,446,582 59.13% TBR.677,133 57.40%
Islamic Corporation for the Development of the
Private Sectar 162,847,717 11.85% 162,847 717 11.85%
Mal Al Khalee Investment L.L.C, 158,360,039 11.53% 158,380,039 11.53%
2017 20186

Note

SURFLUS / (DEFICIT) ON REVALUATION OF ASSETS - NET OF TAX

Surplus / {deficit) on revaluation of investments classified as 'available for sale’

- Sukuk certificates - listed

- Government of Pakistan - ljarah sukuk
- Ordinary shares - listed

- Units of Open-end mutual funds

Surplus on revaluation of non banking assets acquired in
satisfaction of claims

Surplus on revaluation of assels
Related defarred tax liability

Surplus on revaluation of non banking assets acquired in
satisfaction of claims

Surplus at the beginning of the yaar

Surplus recognised during the year

Realised on disposal during the year

Transferred to accumulated losses in respect of incremental
depreciation charged during the year - net of deferred tax

Related deferred tax liability on incremental depreciation
charged during the year

CONTINGENCIES AND COMMITMENTS

Transaction-related contingent liabilities

includes performance bonds, bid bonds, shipping
guarantees favouring:

- Government

- Banking companies and other financial institutions
- Others

Trade-related contingent liabilities

Letters of credit

Others - Shipping Guarantees

Acceptances

Commitments in respect of forward exchange contracts
Furchase

Sale

Commitments to incur capital expenditure

211

mmeee (RUpees "000) ---—---

{21,919) (8,691)
2,400 62,211
(229,405) 36,780
320 445
{248,604) 90,746
512,810 531,811
264,206 622 557
(92,472) (217,895)
171,734 404,662
i 531,811 5
26,362 531,917
(44,909) -
{295) (69)
{159) (37)
512,810 531,811
5,589,644 5,187,996
25,252 27 983
1,500,360 3,089,234
7,115,256 8,305,213
8,082,529 5,993,210
2,650 _ L
1,991,792 1,913.423
5,582,401 4,236,420
3,547.869 2512.760
10,501 20,826

Ebvn
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22.5 Other Contingencies

22.5.1 The Bank has received various assessment orders from Deputy Commissioner Inland Revenue (DCIR) stating

that the Bank has short paid Federal Excise Duty (FED) on specific income of the Bank for the years 2009 to
2011 amounting to Rs. 86,5 million and Rs. 34.575 million in respect of year 2012. In response to the Bank's
appeal, Appellate Tribunal Inland Revenue (ATIR) has set aside the orders relating to years 2009 to 2011 for
fresh adjudication and the said matter is pending decision for further proceedings. For year 2012, Commissioner
Inland Revenue (CIR) Appeal has dropped the proceedings amounting to Rs.8.991 million. Accordingly, the Bank
has filed the appeal before ATIR against the order of CIR Appeal amounting to Rs.25.584 million,

In respect of assessments of ex - Burj Bank Limited (now AlBaraka Bank (Pakistan) Limited), the taxation
autharities have raised a demand of Rs.1.9 million on account of minimum tax in respect of tax year 2011 which
has been challenged by the management and is currently pending before the ATIR.

22.5.2 The Bank has filed appeals before ATIR against the orders in respect of assessment years 2001-2002, 2002-

23.

24,

25,

2003 and tax years 2004 to 2011. Moreover, the Income Tax Department has also filed appeals before ATIR
against the orders in respect of assessment years 2001-2002, 2002-2003 and tax year 2004 to 2011 issued by
CIR Appeals. Appeals filed by the Bank and the Income Tax Department are pending for decision. The
management of the Bank is confident that the appeals are likely to be decided in favor of the Bank and. hence ro
provision has been made in these financial statements for the income tax claims amounting to Rs.116.512 (31
December 2016: Rs.116.512) million.

2017 2016
--=--- (Rupees '000) ------
PROFIT / RETURN EARNED ON ISLAMIC FINANCING AND
RELATED ASSETS, INVESTMENTS AND PLACEMENTS

On islamic financing and related assets 5,318,191 3,534,153
On investments in

- Availabla-for-esle senyrities J 1,105 125 | 215,508

Held to maturity securities - 113,651

1,105,136 929 240

On deposits with banks 71,317 146,600

On due from financial institutions 222,926 148,071
E,?1?,5?1. 5,158,073

RETURN ON DEPOSITS AND OTHER DUES EXPENSED

Depaosits and cther accounts 2,780,128 2,585 516
Tier Il Sukuk Mudaraba 131,799 119,337
On export refinance under Islamic scheme 56,738 53,579
Other short term borrowings 109,056 26,478

3,077,721 2,794,910

(LOSS) / GAIN ON SALE OF SECURITIES

(Loss) / gain on sale of sukuk certificates

- Federal government sukuk certificates (1,234) 10,358

- Other sukuk cerificates - 5,587
(1,234) 15,825

(Loss) / Gain on sale of listed shares (3,425) 178,421
(4,659) 184,346

v
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2017 2018
Note e (Rupees '000) -----
26. OTHER INCOME

Gain on sale of assels 59,170 4704

Gain on sale of non banking assets 32,709 -

Rental Income from non-banking assets 1,147 -
Others - 26
93,026 4,730

27. ADMINISTRATIVE EXPENSES
Salaries, allowances and other staff benefits 27.1 1,967,697 1,447,335
Contribution to defined benefit and contribution plan 347 &35 111,939 29,083
MNon-executive directors’ fees, allowances and other expenses ] 44,692 40,355
Fent, taxes, insurance, electricity, stc; 1,010,650 675,110
Takaful and registration of ljarah 134,399 154,833
Legal and professional charges 64,504 89,452
Software maintanance and license fes 224,048 122,699
Communication 154,499 113,359
Brokerage, commission and bank charges 87,494 30,592
Traveling and conveyance 31,877 21,7886
Repairs and maintenance 139,592 498 046
Training and development 5,583 4,143
tationary and printing 80,046 51,580
Advertisement and publicity 76,964 33,798
Auditors' remuneration 272 11,804 14,720
Cepreciation 121 227 591 157.811
Amaortization 12.2.1 200,263 88,374
Depreciation - Mon banking assets 25,668 22,848
Security charges 209 858 149,685
Mewspaper and periodicals 2,454 4,308
Entertzinment 40,728 33,451
Other expensas 96,597 27,033
4,929,047 3.414,381

27.1  Thig includes remuneration paid during the year to Shariah Board including Resident Shariah Board Member
amounting to Rs.9.138 (31 December 2016 Rs.6.108) million.

2017 2016
~~~~~~~~ (Rupees "000| ———--
27.2  Auditors' remuneration

Fee for statutory audit - annual 2,392 2,225
Fee for special audit due to amalgamation - 3,750
Fee for limited scope review - half yearly 720 670
Fee for other audit, reviews and certifications 6,995 5,818
Sindh Sales Tax 809 940
Out of Pocket expenses g83 1,317

11,804 14,720

B
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2017 2016
Note wceeecemee (Rupees "000) ~-rmmwanee-
Other provisions / write offs
Provision against other asssts 14.3 3,785 12,317
Fixed assets written off 83,236 75,159
87,021 87,476

OTHER CHARGES N =
Penalties imposed by the State Bank of Pakistan 24317 504
TAXATION
Current taxation 30.1 (96,143) (60,323)
Deferred taxation 237,778 5,544

141,635 (54,779)

The charge for current tax represents minimum tax in accordance with section 113 of the Income Tax Ordinance,
2001,

BASIC AND DILUTED (LOSS) / EARNING PER SHARE

Loss after taxation for the year (389,438) = (155.527)
2017 2016
---------- Number of shares -----—---
Weighted average number of ordinary shares 1,373,962,760 897,458,055
Rupee
Basic ! diluted loss per share 31.1 {0.28) (0.17)

There were no convertible / dilutive potential ordinary shares outstanding as at 31 December 2017 and 31
December 2018,

2017 2016
] (Rupees "000) ~---vmeu- --
CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks 7 8,915,585 18,725,350
Balances with other banks 8 2,932,165 984 125
11,847,750 19,709,475

s Number «—-ceee.

STAFF STRENGTH

Permanent 1,591 1,648
Temporary / on contractual basis 337 394
Consultants 1 1
Bank's own staff strength at the end of the year 1,929 2,043
Outsourced 626 702
Total Staff Strength 2.555 2,745

DEFINED BENEFIT PLAN

The Bank operates funded gratuity scheme for all its permaneant employees excent employees transferred to the
Bank from Ex-Burj Bank Limited. The benefits under the gratuity scheme are payable on retirement at the age of
60 or earlier cessation of service, in lump sum. The benefit is egual to one month's last drawn basic salary for
each completed year of service, subject to a minimum of three years of sew'rci.

=




34.2

34.3

34.4

34.7

35

Significant Actuarial Assumptions

Financial assumptions

- Valuztion discount rate

- Salary increase rate

Demographic assumptions

- Mortaiity rates (for death in service)

- Rales of employee turnover

Fair value of plan assets and present value of obligation

Praesent value of defined benefit obligation
Fair value of plan assets

Movement in the present value of defined benefit obligation

Obligation at the beginning of the year
Current service cost

Interest cost

Past service cost / other adjustment
Benafits paid

Actuarial gain on obligations
Obligaticn at the end of the year

Movement in the fair value of plan assets

Fair value at the beginning of the yvear
Expectad return on plan assets
Contributions

Benefits paid

Actuarial (loss) / gain on plan assets
Fair value at the end of the year

Movement in {receivable} / payable to defined benefit plan

Opening balance

Charge / (Income) for the year

Bank's contribution to the fund mada during the year
Re-maasurements recognized in Other Comprehensive Income (OCH)
Closing balance

Defined benefit cost [ (income) for the year
Service cost

Current service cost
Past service cosl / other adjustments

Net Interest Cost

Interest cost on defined benefit abligation
Expected return on plan assets
MNet intarest cost

Actuarial gain on obligations
Actuarial loss { {gain) on plan assels

Actual return on plan assets

ALBARAKA BANK (PAKISTAN) LIMITED

Re-measurements recognized in other comprehensive income during the year

Total defined benefit cost ! {income) recognized in profit and loss and other
comprehensive income

2017 2016
Mote Per annum Per annum
9.25% 9.00%
7.75% 7.50%
Adjusted Adjusted
SLIC 2001-05 SLIC 2001-05
Low Low
2017 20186
-—-— (Rupees '000) --—-
344 & 3410 260,828 219,727
4.5 % 3412 (273,407} (272,058}
346 (12.579) (52,331}
219,727 279,796
44 145 43,320
18,908 22,850
= {68,487)
{19,321) {51,825}
(2,629) (5.927)
260,828 218,727
272,058 253,302
23,847 22,256
7.369 34,782
(19,321) (51,825)
{10,6486) 8,533
273,407 272,058
(52.331) 26,494
34.7 39 104 (24,573)
(7,369) (39,792}
347 & 34.11 8,017 {14.480)
(12,579) (52,331)
44,145 43,320
. (68,487)
44,145 (25167
18,208 22,850
(23,947) (22,256)
(5,041) 504
39,104 (24,573}
(2,629) {5,827
10,646 (8,533)
3411 8,017 (14,480)
47,121 (38,033)

13,301

30,789

g
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2017 2016
e (Rupees "000) ------s-
34.9 Expected contributions to be paid to the fund in the next financial year

Service cost
Current service cost 41,813 36,968
Net Interest cost
Interest cost on defined benefit obligation 22,530 18,775
Feturn on plan assets (26,583) [24,485)
(4,053) {4,710)
37,760 32,058

34.10 Analysis of present value of defined benefit obligations

Vested / Non-Vested

Vested benefits 239,810 198 926
Mon-vested benefits 21,018 20,801
260,828 219,727

Type of Benefits

Accumulated benefit obligation 117,210 103.839
Amounts attributed Lo fulure salary increases 143,618 115,788
260,828 219,727

34.11 Re-measurements recognized in Other Comprehensive Income during the year
Re-measurements: (Gain) / loss on obligation

Due to change in experience adjustments (2,629) (5.927)

Re-measurements: (Gain) / loss on plan assets

Actual return on plan assets (13,301) (30,789)

Return on plan assels L 23,947 | 22,256
10,646 (8.533)

8,017 (14,460)

34.12 Components of plan assets

Cash and cash equivalents 230,518 218,470
Investments 42,888 53.588
273,406 272,058

34.13 Maturity profile of the defined benefit obligation
Weighted average duration of the defined benefit obligation

Distribution of iming of benefit payments 11.05 years 11.25 years
Less than 12 months 25,726 24 525
Between 1 year and 5 years 33,329 50,168
Between 6 and 10 years 102,932 86,558
Above 10 years 828,228 674,628

34.14 Sensitivity Analysis on significant actuarial assumptions: Actuarial Liability

Discount Rate +1% 234 230 197,119
Discount Rate -1% 292 366 246,562
Salary Increases +1% 293,774 247 749
Salary Increases -1% 232,677 185,809
Withdrawal Rates +10% 261,501 220,103
Withdrawal Rates -10% 260,272 219,345
1 Year Mortality age set back 260,643 219,554
1 Year Mortality age set forward 261,011 219,900

£
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34.15 Historical infermation 2017 2016 2015 2014 2013
(Rupees '000)}

Defined benefit cbligation 260,828 218,727 279,795 263,682 203,381
Fair value of plan assels 273407 {2 TE.UE}_ {253,302} (2454013 {2:12.331 i
Net defined benefit (assets) ! liability 112.579) (52331} 26,4084 18,281 (€.950)
Remeasurement gain/(loss) on obligation 2,629 5,927 4,094 (28.547) (15,742)
Remeasurament gain/(loss) on plan asset (10,648) 8,533 (2,781) [4.526) 1,812
Other comprehensive income 18,017) 14,480 (5667) r_BED_?_E_L (13,930)

3416 Risks associated with defined benefit plan

- Invesiment risks:

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

= Longevity risks:

The risk arises when lhe actual lifetime of retirees is longer than expectation. This risk Is measured at the plan level over tha
enfire retires population.

- Salary increase risk:

The most commen type of reirement benefit is one where the benefit is linked with final salary. The risk arises when the aciual
increases are higher than expectation and impacts the ability accordingly.

- Withdrawal risk:
The risk of actual withdrawals varying with the aciuarial assumptions can impose & risk to the banefit obligation.

3s, DEFINED CONTRIBEUTION PLAN

The Bank also operales a recognized contributory provident fund for all permanent employees. Equal monthly contnbutions: are
made, both by the Bank and the employees, to the fund at a rate of 10% of basic salary.

2017 2016
------ {Rupees "000) —---
Coniribution from the Bank 72,835 53,636
Contribution from the employess 72,835 53,636
145 670 1 IIJ"__E??
34 COMPENSATICH OF DIRECTORS AND EXECUTIVES
Prasident / Chief Executive
Officer Directors Executives *
2017 2016 2017 2016 2017 2016
- Rupees in 000
Managerial remuneration 29,921 28,909 - . 453,099 303,888
Charge for defined benafit plan 401 2,207 - . 3,863 18,881
Contribulion to defined
contribution plan 2,992 2,89 - - 40,340 25, TR0
Reant and house maintenance 5,069 5,065 E - 148,016 04 083
Litilities allowance 1,690 1,690 - - 43,069 30,183
Medical allowance 1,690 1,680 - - 44,609 30,183
Bonus 1,807 8,566 - - 31,082 23,807
Conveyanoe 696 1,236 10,032 12,472 - -
Fesa - - 34,660 27 BE3 - -
Others 3,641 3,600 - - 203,016 107,493
47,907 55,858 44,692 40,355 967,994 635,063
Mumber of persons 1 1 ) 9 481 g0

"Execulives means employees other than the Chigf Executive Officer and Directors, whoss basic salary exceeds five hundred
thousand rupees in a financial year,

36.1  The Bank also provides Bank maintained car to certain executives for their own use and business use,
37, FAIR VALUE OF FINANCIAL INSTRUMENTS

371 Fair value is the amount for which an asset could be exchangad, or a liability settled. between knowledgeable willing parties in an
arm's length transaction.

The fair value of traded investments is based on quoted market prices, except for radable securities classified by the Bank as 'held o
maturity’. These securities are carried at amortized cost in order lo comply with the requirements of BSD Circular No. 14 dated 24
September 2004. As of 31 Decamber 2017, the Bank does not have any invesiment as "held 1o mmaturity’.

Fair value of unquoted equity investments Is determined on the basis of bresk up value of these investmants as per the |atest
available financial statements.

Fair value of isiamic financing and related assets, other liabilities and fixed term deposits cannot be calculated with sufficient reliability

due to absence of current and active market for such assels and liabilities and reliable data regarding market rates for similar

instruments. The provisian for impairmant of islamic financing has been caloulated in accordance with the Bank's accourting policy.
Er=
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The repricing profite and maturity are stated in note 47 2.4 and 41.4.1 to these financial statements.

In the opinion of the management, the fair value of the remaining financia! assets and liabilites are not significantly different
fram their carrying values since assets and liabilities are either short term in nature or in the case of customer islamic
financing and deposits are frequenlly repriced.

Fair value hierarchy

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the
fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurementl
as a whole:

Level 1; Quoted (unadjusted) market prices in aclive markets for identical assels or liabiitias.

Level 2: Waluation technigues for which the lowest level input that is significant to the fair value measuremeant is directly
or indirectly cbaervable.

Level 3: Valuation techniques for which the lowest level input that is significant to the fair value measureamanl is

unobservabla.

Financial assets which are tradeable in an opan market are revalued at the market prices prevailing on the statement of
financial position date. The estimated fair value of all other financial assets and liahilities is considersd not significantly
different from bock value.

The following table provides the fair value measurement hierarchy of the Bank's assels:

2017
Level 1 Level 2 Level 3 Total
On - balance sheet financial instruments Mote e - (Rupees '000) ==msweeee-
Financial assets classified as 'held-for-trading'
Ordinary shares
Listed shares 27,037 - - 27,037
Financial assets classified as 'available-for-sale securities’
Ordinary shares
Listed shares 901,135 - - 901,135
Government Securities ]
Government of Pakistan - ljarah sukuk - 10,301,502 - 10,301,502
Sukuks
Sukuk cerlificates - listec 1,863,876 - - 1,663,876
Mutual Funds
Units of open end fund - 69,727 - 69,727
MNon - financial assets
Mon banking assats acquirad in satisfaction
of claims - Gross - - 2,361,522 2,361,522
2,792,048 ‘I 0,371,229 2,361,522 15,524,799
Off - balance sheet financial instruments
Forward exchange contracts
Purchase 3T2A - 5,582,401 - 5,582,401
Sale 37.21 - 3,547,869 - 3,547,869
2016
Level 1 Level 2 Level 3 Total
On - balance sheet financial instruments —mmmmamnanae (Rupees '000) «-weeemaaee
Financial assets classified as "available-for-sale securities’
Ordinary shares
Listed shares 834,978 - f34 978
Government Securities
Government of Pakistan - ljarah sukuk - 16,672,262 = 16,672,262
Sukuks
Sukuk certificatas - listea 1,048,425 - - 1,048 425
Mutual Funds
Units of apen end fund - 69,854 = 69,854
MNon - financial assets
Mon banking assets acquired in satisfaction
of claims - Gross - - 2,374,360 2,374,360
1,883.403 16,742,118 2,374 360 20,8995 875

Frpn



Off - balance sheet financial instruments

Forward exchange contracts
Purchase

Sale

39

37.2.1
37.2.1

37.2.1Book value of off - balance sheet financial instruments

Forward purchase of foreign exchange

Forward sale of foreign exchange

ALBARAKA BANK (PAKISTAN) LIMITED

2016
Level 1 Level 2 Level 3 Total
------------ (Rupees '000) -=---=-=---

- 4,236,420 - 4,236,420
- 2,512,760 - 2,512,760

2017 2016

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

5,335,027 4,238,066
3,440,667 2,516,480

37.3 Valuation techniques used in determination of fair values within level 2 and level 3

38.

Particulars

Valuation approach and input used

Government of Pakistan - ljarah sukuk

The fair value of GOP ljarah Sukuks are derived using PKISRV rates. The
PKISRV rates are announced by Financial Market Association (FMA)
through Reuters. The rates announced are simple average of quotes

received from approved dealers / brokers.

Forward foreign exchange contracts

The valuation has been determined by interpolating the mid rates

announced by State Bank of Pakistan.

Non banking assets acquired in satisfaction
of claims - Gross

Non banking assets acquired in satisfaction of claims are revalued on a
periodic basis using professional valuers. The valuation is based on their
assessment of the market value of the assets.

Units of open end fund

These are valued using NAV as declared by the respective fund managers.

SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES

Total income

Total expenses

Net income / (loss)

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

Segment assets (gross of provisions)
Segment non performing financing (NPFs)
Segment provision required against NPFs
Segment liabilities

Total income

Total expenses

Net income / (loss)

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

Segment assets (gross of provisions)
Segment non performing financings (NPFs)
Segment provision required against NPFs
Segment liabilities

2017
Retail Commercial Trading & Others Total
Banking Banking Sales
Rupees in '000
1,564,124 4,813,121 1,176,501 131,620 7,685,366
996,015 4,675,581 1,131,536 1,271,672 8,074,804
568,109 137,540 44,965 (1,140,052) (389,438)
11.44% 7.63% 4.25% 1.61% 7.27%
3.05% 3.05% 3.05% 3.05% 3.05%
24,067,393 70,579,215 22,119,270 8,183,936| 124,949,814
398,592 7,252,740 - - 7,651,332
285,640 4,003,573 - - 4,289,213
90,827,651 11,002,116 3,770,376 4,298,237/ 109,898,380
2016
Retail Commercial Trading & Others Total
Banking Banking Sales
Rupees in '000
599,728 4,096,896 1,158,954 176,695 6,032,273
486,179 3,588,588 821,192 1,291,841 6,187,800
113,549 508,308 337,762 (1,115,146) (155,527)
11.28% 6.85% 4.62% 1.01% 6.83%
3.48% 3.48% 3.48% 3.48% 3.48%
32,314,904 59,605,721 21,602,939 17,579,991 131,103,555
310,110 6,835,917 - - 7,146,027
237,884 4,067,038 - - 4,304,922
108,703,114 3,338,655 - 3,367,361 | 115,409,130
o4~
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39. RELATED PARTY TRANSACTIONS

39.1 Parties are considered to be related if one party has the ability to control the other party or exercise significant influence over
the other party in making financial and operational decisions and include Key management personnel, Parent Bank,
shareholders of the Bank, staff retirement benefit plan and Directors of the Bank. Banking transactions with related parties are
entered into the normal course of business. Details of transactions with the related parties, other than those which have been
disclosed elsewhere in these financial statements, are as follows:

2017 2016
Note ~  =—--e--- (Rupees '000) --------
Key management personnel
Islamic financing and related assets
At beginning of the year 233,323 151,457
Disbursements / additions during the year 71,175 109,578
Repayments / deletions during the year (65,604) (60,633)
Transfer upon amalgamation - 32,921
At end of the year 238,894 233,323
Deposits
At beginning of the year 172,200 95,028
Deposits / additions during the year 577,096 584,252
Withdrawals / deletions during the year (551,830) (508,260)
Transfer upon amalgamation - 1,180
At end of the year 197,466 172,200
Other Balances
Profit receivable on Islamic financing and related assets 199 254
Return payable on deposit 1,137 1,031
Other receivables - 708
Transactions, income and expenses
Profit earned on Islamic financing and related assets 8,522 6,494
Return on deposits expenses 7,480 5,642
Salaries, allowances and benefits 210,063 186,808
Shareholders, directors and other related parties of the Bank
Islamic financing and related assets
At beginning of the year 153,345 =
Disbursements / additions during the year - =
Repayments / deletions during the year (62,979) -
Transfer upon amalgamation - 153,345
At end of the year 90,366 153,345
Deposits
At beginning of the year 745,954 687,191
Deposits / additions during the year 413,432 592,561
Withdrawals / deletions during the year (340,184) (582,078)
Transfer upon amalgamation - 48,280
At end of the year 819,202 745,954
Other balances
Profit receivable on Islamic financing and related assets 142 235
Return payable on deposits 3,156 3,054
Investments 52,200 52,200
Provision for diminution in the value of investments 19,637 22,044
Sub-ordinated loan 5714 7,143
Return payable on Sub-ordinated loan 113 139
Non funded exposures E 2,772
Payable to shareholders 657 657
Transactions, income and expenses
Profit earned on Islamic financing and related assets 9,556 2,067
Revenue earned from non funded exposure - 13
Return on deposits expenses 34,413 37,362
Director fee and other allowances 44,692 40,355
Shariah Board fee 4,105 2,054
Return on Sub-ordinated loan 498 -
Others 65,348 3,891
Staff Retirement benefit plan of the Bank
Balance
Receivable in respect of defined benefit plan 34.3 12,579 52:331

Transactions, income and expenses
Contribution to defined contribution and benefit plan 34.7 & 35 111,939 29,063
Eye-
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— 40. CAPITAL - ASSESSMENT AND ADEQUACY - BASEL lll SPECIFIC
40.1 Capital Adequacy Framework

As per requirements of SBP, the Bank is required to comply with the capital adequacy framework
which comprises of the following capital standards;

i) Minimum Capital Requirement (MCR):

MCR defines the minimum paid-up capital that the Bank is required to hold at all times. As of statement
of financial position date, the Bank's paid up capital stands at Rs. 10.431 billion as against the required
MCR of Rs. 10 billion,

i) Capital Adequacy Ratio (CAR):

The Capital Adequacy Ratio (CAR) assesses the capital requirement based on the risks faced by the
banks. The Banks are required to comply with the CAR as specified by SBP on standalone as well as
—_ consoclidated basis,

SBP issued the instructions on the computation of CAR based on Basel |ll capital reform as published

- by Basel Committee on Banking Supervision. These instructions are effective from 31 December 2013
with full implementation intended by 31 December 2019. These instructions also specify the transitional
arrangements from 2013 to 2019,

Accordingly, the Bank has assessed and reported its Capital Adequacy Ratio in these financial
statements on the basis of BASEL Ill requirements as prescribed by SBP. As of 31 Dec 2017, CAR of
- the Bank stands at 10.17% ( Dec 2016: 10.26%)

40.2 Scope of Applications

The Basel-lll framework is applicable to the Bank on a standalone basis as the Bank does not have a
subsidiary. Standardized Approach has bsen used for calculating the Capital Adeguacy for Credit and

- Market risk, whereas, Basic Indicator Approach (BIA) is used for Operational Risk Capital Adequacy
purposes.

. 40.3 Capital Structure

Bank’s regulatory capital has been analyzed in two tiers:
- - Common equity Tier 1 capital (CET 1), which includes fully paid up capital, discount on issuance of
shares, statutory reserves, accumulated losses and regulatory adjustments applicable on CET 1,

- - Tier 2 capital, which includes subordinated dsbtfiinstrument, general provisions for loan losses (upio a
maximum of 1,25% of credit risk weighted assels) and reserves on revaluation of investments.
£
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Commron Equity Tier 1 capital (CET1): Instruments and reserves

Share Capital including advance against issuance of shares 20.2
Babrce in share premium account

Reserve for issue of bonus shares

Diszount on Issuance of shares - net 20.3
Stautory resenves

Gan/{Losses) on derivatives held as Cash Flow Hedge

Accumulated loss

Mirority Interests arising from CET? capital instruments issued to third parties by
corsolidated bank subsidiaries (amount allowed in CET1 capital of the
corsolidation group)

CET 1 before Regulatory Adjustments

Total regulatory adjustments applied to CET1 40,4 1

Comrman Equity Tier 1

Additienal Tier 1 (AT 1) Capital
Qualifying Additional Tier-1 capital instruments plus any related share pramium
ol which: Classified as equity
of which: Classified as liabilities
Additional Tier-1 capital instruments issued to third parties by consolidated
subssidiaries {amount allowed in group AT 1)
of which: instrument issued by subsidiaries subject to phase out
AT1 before regulatory adjustments

Total regulatory adjustment applied to AT1 capital 40.4.2
Additional Tier 1 Capital after regulatery adjustments

Additicnal Tier 1 capital recognized for capital adequacy

Tier 1 Capital (CET1 + admissible AT1)

Tier 2 Capital
Qualifying Tier 2 capital instruments under Basel || 18
Tigr 2 capital instruments subject to phase-out arrangement issued under pre-
Basel 3 rules
Tier 2 capital instruments issused to third parties by consolidated subsidiaries
{amount allowed in group tier 2)
of which: instruments issued by subsidiaries subjzcl to phase oul
General provisions for loan losses-up to maximum of 1.25% of Credit Risk 115
Weighted Assets
Revaluation Resarves (nef of taxes)
of which: Revaluation reserves on fixed assets
of which: Unrealized gains on AFS
Foreign Exchange Translation Reserves
Undisclosad/Other Reserves
T2 before regulatory adjustments
Total regulatory adjustment applied to T2 capital
Tier 2 capital (T2) after regulatory adjustments
Tier 2 capital recognized for capital adequacy
Portion of Additicnal Tier 1 capital recognized in Tier 2 capital
Total Tier 2 capital admissible for capital adequacy

TOTAL CAPITAL (T1 + admissible T2)
Total Risk Weightad Assets (RWA) 40.6

Capital Ratios and buffers (in percentage of risk weighted assets)
CET1 to total RWA
Tier-1 capital to total RWA
Total capital to RWA
Bank specific buffer requirement {minimum CET1 requirement plus capital
conservation buffer plus any other buffer requirement)
of which: capilal conservation buffer requirement
of which: countercyclical buffer reguirement
of which: D-SIB or G-3IB buffer requirement
CET1 available to mest buffers (as a percentage of risk weighted asseis)

4043

National minimum capital requirements prescribed by SEP
CET1 minimum ratio
Tier 1 minimum ratio
Total capital minimum ratio

2017

2016

Note =—reeere Rupees in "000-———-

13,739,628

(632,766)
159,348

(2,675,723)

13,739,628

(832, Taa)
158,348

(2.231.359}‘

|

10,590,487
4,189,323

10.984 841
2,027 604

6,401,164

7,457 237

6,401,164

7457 237

1,842,857 |

1,142,854

86,969

58,985

1,929,943

1,288,808

1,929,943
1,929,943

1,288 804

1,288,808

1,929,943
8,331,107
81,883,065

7.82%
T.82%
10.17%

6.00%
7.50%
11.28%

1,288,808
8,745,045
85247 279

8.75%
B.75%
10265

6.00%
7.50%
10.65%
(=1~
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Regulatory Adjustments and Additional Information

Corzmen Equity Tier 1 capital: Regulatory adjustments
Goodwill (net of related deferred tax liability)

All aher infangibles (net of any associated deferred tax lability)
Shoifall in provisions against classified assets

Defered lax assets that rely on future profitability excluding those
arisiig from temporary differences (net of related tax liability)

Defined-benefit pension fund net assets

Rechbrocal cross holdings in CET1 capital instruments of banking,
finarsial and insurance entities

Cash flow hedge reserve

Investrment in own shares! CETT instruments

Securitization gain on sale

Capial shortfall of regulated subsidiaries

Defict on account of revaluation of investments classified as AFS

Investrments in the capital instruments of banking, finanzial and
insuranca entites that are outside the scope of regulatory
consslidation, where the bank does not own more than 10% of the
issued share capital (amount above 10% threshaold}

Signficant investments in the common stocks of banking, financial
and nsurancs antities that are outside the scope of regulatory
consalidation (amount abowe 10% threshold)

Defered Tax Assets arsing from temporary differences {amount
above 10% threshoid, net of refated tax liability)

Amount exceeding 15% threshaold

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

of which: deferred tax assets arising from temporary differences
Mational specific regulatory adjustments applied to CET1 capital
Invesimenis in TFCs of other banks exceeding the prascribed limit
Any other deduction specified by SBEFP

Adjustment to CET1 due to insufficient AT1 and Tier 2 to cover
deductions
Total regulatory adjustments applied to CET1

Addifional Tier-1 & Tier-1 Capital: regulatory adjustments

Investment in mutual funds exceeding the prescribed limit [SBP
specific adjustment]

invesiment in own AT1 capital instruments

Reciprocal cross holdings in Additional Tier 1 capital instruments of
banking, financial and insurance enfities

Investments in the capital instruments of banking. financial and
insuranca  enfities that are outside the scope of regulatory
consolidation, where the bank does not own more than 10% of the
issued share capital (amount above 10% threshold)

Significant investments in the capital instruments of banking.
firancial and insurance entities that are outside the scope of
regulatory consolidation

Portion of deduction applied 50:50 to Tier-1-and Tier-2 capital
based on pre-Basel |l treatmant which, duning transitional period,
remain subject to deduction from additional tisr-1 capital

Adjustments to Additional Tier 1 due to insufficlent Tier 2 to cover
deductions
Total regulatory adjustment applied to AT1 capital

ALBARAKA BANK (PAKISTAN) LIMITED

Amounts Amounts
subject to subject to
Pt Pre- Basel Amount Pre- Basel
[l treatment I} treatment
2017 2016
mmmmmmeeeea-RUPEES i 000eemeeaaaeee
| 396,117 - 1,088,117 -
1,309,848 - 787,688 .
278,307 - 297 581 -
1,857,616 2,322,020 1,218,006 2,031,677
161,593 = 2 :
|
3 I 2 : |
1
185,843 232,304 125012 208,353 |
4,189,324 2,554,324 2827.604 2,240,030

-
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Amaunts Amounts
subject to subject to
Pre- Basel s b Pre- Basel
Il treatment il treatment
2017 2016
------ sme—cHupees in "000e—-e——————

Amount

40.4.3 Tier 2 Capital: regulatory adjustments

Portion of deduction applied 50:50 to Tier-1 and Tier-2 capital
- based on pre-Basel |l treatment which, during transitional period,
ramain subject to deduction from tier-2 capital - = - -

Reciprocal cross holdings in Tier 2 instruments of banking, financial
and insurance entities - - . »

- Investment in own Tier 2 capital instrumeant - - - -

Investments in the capital Instruments of banking, financial and
insurance entities thalt are outside the scope of regulatory
consolidation, whers the bank does not own mare than 10% of the
issued share capital (amount above 10% threshold) = =

Significant investments in the capital instruments issued by
- banking, financial and insurance entities that are oulside the scope

of regulatory consclidation - : 5 .l

Tetal regulatory adjustment applied to T2 capital - - - -

40.4.4 Additional Information 2017 2016
Risk Weighted Assets subject to pre-Basel lIl treatment

Risk weighted assets in respect of deduction items {which during

- the transitional period will be risk weighted subject to Pre-Basel (1
Treatment} - -

of whizh: deferred tax assets 464,404 B12,671

of which: Defined-benefit pension fund net assels -

of which: Recognized portion of investment in capital of

banking, financial and insurance entities where holding is
l@ss than 10% of the issued commuon sharg capital of the
antity - -

of which: Recognized porlion of investment in capital of
banking. financial and insurance entities where holding is
more than 10% of the issued commaon share capital of the
entity i 3

Amaunts below the thresholds for deduction (before risk weighting)

MNon-significant investments in the capital ol other financial entities - =
Slgnificant Investiments in the common stock of financial entties 32,563 30,156

Ceferred tax assets arsing from temporary differences (net of
related tax liability) 612,260 G76.959 |

Applicable caps on the inclusion of provisions in Tier 2

Provisions sligible for inclusion in Tier 2 in respect of exposures
subject to standardized approach (prior to application of cap)

Cap on inciusion of provisions In Tier 2 under standardized
approach I
Frovisions efigible for inclusion in Tier 2 in respect of exposures
subject to intarnal ratings-based approach {prior to application of
cap) ]

Cap for inclusion of provisions in Tier 2 under internal ratings-
based spproach - -
e




m—

45

40.5 Capital Structure Reconciliation

Step 1

Assets

Cash and balances with freasury banks
Balances with other banks

Due to financial institutions
Investments

Islamic financing and related assets
Diperating fixed assets

Deferred tax assels

Other assels

Total assets

Liabilities

8ills payable

Due to financial insiitutions

Daposite and ather accounts

Sub-crdinalzd loans

Liabilities against assets subject to finance lease
Defarred fax labilities

Other liabilities

Total liabilities

Represented by

Share capital {including advance against issuance of shares and giscount)
Reserves

Accurmulated loss

Minority Interest

Defict on revaiuation of Investmentz-net of {ax

Total equity

Total liabilities & equity

Step 2

Assets
Cash and balances with treasury banks
Balanced with other banks
Due frem Financial institutions
Investments
af which: Non-significant mvesimenis in the capital insfrumanis of
banking, financisl and insurance entifies exceeding 10% threshold
of which: significant investments in the capilal instruments issued by

bankirg, financial and insurance enfities excoeding regulatory threshoid

of which: Mulual Funds exceeding raguiatory Hiroshold

of which: reciprocal crossholding of capital inslrumen! {separate for
CET1, ATI, T2)

of which: cthers (meniion delails)
Islamic fingncing and related assets

shorifall in provisions sgainst classifiod assels
gengral provisions refiected in Tier 7 capital

Oparating fixed assets
Deferred Tax Assels

of which: OTAs that rely on fulure profitability excluding those arising
from temporary differences

of which: OTAs arising from lemporary differences exceading regulatony

threshold
Other assels

of which,; Goodwill

of which; Intangibles

af whigh: Definad-benafit pension fund nel assets
Total assets

ALBARAKA BANK (PAKISTAN) LIMITED

As per Under As per Under
published regulatory published regulatory
financial scope of financial scope of
statements  consolidation  statements consciidation
2017 2016
Rupees in "000 e
8,915,585 8,915,585 18,725,350 18,725,350
2932165 2,832,165 0B84 125 Ga4 125
5,095,411 5095411 2682703 2682703
19,393 486 19,303 486 24 801,518 24 B01.518
71,203.0565 71,203,056 65,785,265 65,785,266
4,082,153 4,082,153 4 502 269 4,502 269
3,238,985 3,238,985 2 873,137 2873137
5.7959.760 5.7949,760 5,634 265 5,634,265 |
120,660,601 120,660,601 126,798 B33 126,798,633
1,681,141 1,691,141 1,388,390 1,386,350
3,209,400 3,209,400 3.223,109 3,223,109
98,589,904 98,589,904 105,843,084 105,643,084
2,642,852 | 1,929,943 1.428,568 1428568
3,765,083 3,765,083 3527879 || 3527978
109,898,380 109,185,471 115,408,130 115,409 130
13,106,862 13,106,862 13,108,862 13,106,862
159,348 159,348 159,348 159,348
(2,675,723) {2,675 723) (2,281 385) (2,281,369
171,734 171,734 404 652 404 662
10,762,221 10,762,221 11,389,503 11,388,503
120,660,601 _110.047.692 _ 126,798,633 _ 126,798,644
As per Under As per Under
published regulatory published regulatory
financial scope of financial scope of
statements  consclidation  statements consolidation
2017 20186
Rupees in '000 ————rmmrrmemmrmennaa
B,915,585 | 8,915,585 18,725,580 18,725,350
2932165 2,932,165 984 125 g84,125
5,005,411 5,095,411 2,852 703 2682703
19,303 486 19,393 486 24 601,518 24.601,518
71,203,056 71,203,056 66, 7RG 266 B8, TR 266
278,307 278,307 || 297 581 297,581
87,086 87,086 85,5985 86,550
4,082,153 4,082,153 4,502,268 4.502 268
3,228,985 3,238,985 2873437 287337
2,322,020 2,322,020 2031677 | 2,031 677
1687.012 187,012 885312 885 312
5,799,760 5.799.760 5 634,265 5,634 265
1,632,698 1,632,698 1,098,147 1.098,117
&7 878 BT, BTE Ta7 888 78T 868
120,660,601 120,660,601 126798632 128 798633

e
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Step 2

Liabiliities & Equity
Bills payable )
Due I Financial instiluticns
[Deposits-and other accounts
Sub-ordinaled ioaNs
of which; efiginle for inciusion i ATT
of which: eiigibie for inclusion in Tier 2
Ligtiliies sgainsl assats subject to finance loase
Detarrad tax labiites
af which: DTLs relatad fo goodwil
of which: DTLs related o intangible assels
af which: DTLs refated fo defined pension lurd nel aesels
of which: other deferred tax lahiliies
Oither llabilities
Total liabillties

Snang capital
af which: amount efigible for CET!
af which; amount eiigibla far AT
Resarves
of which: poricn aiigibie far inclusion in CET (orovide droskup)
of wiich: portion eligitde for inclusion in Tier 2
Accumulaled ksses
henarity Interest
of wihich: portion afigide for leclusion in CET1
of wiich: partion aligible for inclusion in ATT
of which: partian afgibde far inclusion i Tier 2
Surplug on revaiuation of assets
of which: Revaluation resarves on Fled Assels
of which: Unrealized Gains/Lozses on AFS
in case of Defici an revaluation (deduction frem CETT)
Total equity and liabilities

Total Equity

Step 3

Commen Equity Tier 1 capital (CET): Instruments and reserves

Share capial {including advance against issuance of shares |

Discount against msuance of shares

Reserve for issue of Bonus Shares

Stabutory Resarves

GainfiLosses) on denvalives hald as Cash Flow Hedge

Actumilated losses

Minarity Intesasts arfsing from CET1 oapital instruments Ssued to third party oy consolidated bank
subsdiaries (amount allowed in CET1 capital of the consalidation group)

CET 1 before Regulatory Adjustments

Commen Equity Tler 1 capital: Regulatory adjustments

Gogawlll (net of related deferred tax Gability)

All otherintangities inel of any asscciated deferred tax liabilty)

Sherfall of provisicons against classified assols

Delarred tax aseets that rely on fulure profilability excheding those arising from temparary
differenceas (net of related tax liakility)

Definad-benalit penglon fund net assots

Reciprocal cross holdings in CET? capital Instruments

Cash fliow hedge resern

Investment in own shares! CET1 instrurmants

Securitization gain on sale

Capital shortfall of requlzted subsidiznes

Diaficil an acoount of revaluation from bank's holdings of fixgd assets! AFS

lnvestmants in the capital instruments of banking, financial and insurance entities that are oulside
the scope of regutatary consolidation, where the bank does not cwn more than 10% of the issued
share capital {amount above 10% threshold)

Significant investments in the capital inslruments issued Dy banking, financial and insurance
antifies ihat are outside the scops of reguiatony consolidation (amount above 10% threshoid)

Defarred Tax Assels arsing from lempeorary differences (amcunt above 10% thresheld, nel of
retated tax lability)
Amount excesding 15% threghoid

al which: ssgnificant investments in the common stocks of financial entites

of which: deferrad tax assets arising from temperany differencas
National specific regulatony adjustments apolied to CET1 capital

of which: Investment in TFCs of other banks exceeding the prescribed kit

of which: Any other deduction specified by SBP (menbion details)
Regulatory adusiment applied 10 CETY due to insufficient AT and Tier 2 to cover cedudlions
Total regulatory adjustments applied to CET1

ALBARAKA BANK (PAKISTAN) LIMITED

As par Uncler As par Undar
published regulatory published rogulatory
financial scope of financlal scope of
statements  consolidation  statemenis  consolidation Ref
2017 2016
[ESEREE Rupeas in 1 B
1591141 |[ 1,691,141 1,308,300 1,386,350 |
3,205,400 3,209,400 3,223,109 3,223,100
98,569,904 98,530,904 105,843,084 105,845,084
2,642 852 1,842,857 1,428,568 1,428.568
= = = = m
2,642,852 1,842,857 1,428 568 1428568 | n
a - - e
* < - - | e
g
- - - - F
3,765,083 3,765,083 | 3,527,979 3,627 8739
108,896,380 109,098,385 115408130 115408130
i3106,862 || 13,406,862 |[ 13106562 13.1cﬁ.a'_ﬁﬂ )
- - - - t
|
159,348 158,348 158,348 158,348 |
159,348 155,248 150,348 159,348 1 u
x = 5 ! y
(2,675,723) 12,675,723} (2, 261,2659] (2,281,369 w
- - = - "
i = ¥
% = i
10,141 10,141
- = 4048562 404,882
161,543 161,593 - - &b
10,762,221 10,752,080 11,380,503 11,388,503
120,660,601 118,650 465 126,798,533 126, 755633
Camponent Source Companent Source
of ragulatory based on of regulatary baged an
capltal raferenco capital referance
reported by number from reported by number from
bank step 2 bank slep 2
2017 2016
Rupeses in "000 Rupees in 003
43,739,628 | 13,739,600
[632.766) is) (632, TaE] {=)
158,548 159,348
: fu) e ()
{2,675.723) w) 12,289,368} [w}
. ) ) fe
10,590,487 10,384 B41
™ anp 427 | 4 o .
396,117 i1 - o} 1,098 117 (b = (o
1,309,848 ikl = {p) T AR kY- {m
278,307 i) 297,581 | if
1,857,616 {iby <} ™ 80% 1,219,006 (b} - (7} * 0%
- {00 = (ah} ™ 0% iy - gy 0%
b id) - [d;
161,583 [al) [ab)
[a) - {ac] - {ae} {a)-{=c) - {as)
(b} - (ad) - (af) (B3~ {ad) - [af)
185,843 (i} 125,012 [
4,188,324 3,527 604

F oy
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Common Equity Tier 1 G401,163 7457237

Additional Tier 1 (AT 1) Capital

Cualifying Additional Tlar-? Instruments plus any related share pramium _..._1
af which: Classfies as equity - it - it
af which: Classifiad as liabilities - -

Acditionat Ties-1 capital instruments issued by consabdated subsicianas and held by third parties

famaunt allowed in group AT 1) - ¥ - e
af which; Instresment lssued by subsidianas subject o phase out z =

AT1 before regulatory adjusiments - -

Additional Tler 1 Capital: regulatory adjustments

Investment in mulual lunds exeeeding the prescribed limit (SBP specific adiustment) - -

Investrent in own AT 1 capilal instruments * 2

Reciprocal cross holdings in Additional Tier 1 capital instruments - F:
Investmants in the capltal instrumeants of banking, financial snd inswrance antities that are cutside
the acope of regulatony consofidation, whera the bank does not own more than 10% of the issued

share capital (amount above 10% threshokd) = &) . ac)
Significant investrmenis in the capital instrumenis issuad by banking, financial and insurance

antities thal are outside the scope of regulatory consalidation . [ad) - ad}
Poartion of deductan appied S0:50 1o core capital and supplementary capital based an pre-Base! 1l

traaimeant which, during transitional pericd, remain subject to deduction from tier-1 capital - -

Regulalony adiustimests apphed to Additional Tier 1 due to msufficsent Tier 2 5o cover deduclions . -
Taotal of Reguiatary Adjustment appdied 1o AT 1 capilal

Additional Tiar 1 capital
Additlonal Ther 1 eapital recognized for capital adequacy

Tier 1 Capital (CETY + admissible AT1) 6,401,163 7457237
Tier 2 Capital
Cualifying Tier 2 capital Instruments under Based Il plus any related share pramium 1,842 857 | (mh 1.142.854 inl

Capital inslrumenis subect to phase out arrangemeant from tier 2 (Pre-Basal 1 instrumens) -

Tier 2 capiai instrumants issved o third party by consclidated subsidianes (amount allowed in
araup ter 2] - £ b L£4]
of which: instruments issued by subsidiaries subject to phase out - -
General Provisions or general resenves for loan losses-up 1o maximum of 1,25% of Credil Risk
Weightad Assais BT.086 {g) 6,969 )
Fevaleation Resarves - -
of which: Revaluation reserves on fixed assets - =
partion of {aa) particn of (@n)
of which: Unrealized Gains/Losses on AFS - 58,965
Foreign Exchangs Transiabion Hesarves - [w) - (%)
Ungisciosed'Other Reserves (if any) - 2
T2 bofore regulatory adjustments 1,920.843 1,268,808
Tier 2 Capital: regulatory adjustments
Portion of deduction applied 5350 {o core capital and supplementary capital based on pre-Basel 11 |
treatment which, dunng Iransiinal perog, remain subject o deduction from ler-2 capital - | -

Reciprocal cross holdings in Tier 2 instruments - -

Investmant in awn Tier 2 capital instrumen? = -

investments = the capital instrurments of banking, financial and nsurance entties that are ousske
the scope of regulatory consolidatlen, where Ihe bank does not own more than 10% of the issusd

share capltal (amount above 10% threshala) - e} - L]
Significant Investments n the capilal instruments issued by barking, financial and insurance
entities that are outside the scope of regulatony consiolidation - (af] = | [af}

Amaount of Reguiatony Adjustment applied to T2 capital

Tier 2 capital (T2} 1,929,343 1.288 808
Tier 2 capilal recognized for capilal adeguacy 1,028,343 1,288,808
Excess Additional Tier 1 capital recognized in Tier 2 capital . .
Toal Tier 2 capital admissible for capital Adegu .
R ; R Auacy 1,923,843 1288808
TOTAL CAPITAL (Tt + admissible T2} B.331,106 5,748,045
PSS Ao A

E"i'.l'—
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Risk-Weighted Exposures

Credit Risk

On-Balance sheet

ALBARAKA BANK (PAKISTAN) LIMITED

Portfolios subject to standardized approach (Simple or Comprehensive)

Cash and cash equivalents
Soveraign

Putlic Sector entities
Banks

Corporate

Retail

Residential morigages
Past due loans

Oparating fixed assets
Other assels

Portfolios subject to Internal Rating Based (IRB) Approach
Corporate, Soversign, Corporate, Retall, Securitization elc

Off-Balance sheest
Mor-market related

Financial guaranteas,
acceptances, perfformance ralated
commitments, trade related aic.
Market related

Foreign exchange contracts

Equity Exposure Risk in the Banking Book
Linder simple risk weight method
- Listed
- Unlisted
Under Internal models approach
Market Risk
Capital Requiremant for portolios subject to. Standardized Approach
Interest rata risk
Equity position risk
Farelgn Exchange risk

Capital Reguirement for porfolios subject to Internal Models Approach
Operational Risk

Capital Requirement for operational risks

Total Risk-Weighted Exposures

Capital Adequacy Ratios

CET1 to total R\WA
Tier-1 capital to total RWA
Total capital to total RWA

2017 _ 2016
---------- Rupees in "000----—-———
Capital Risk weighted Capital  Risk weightec
Requirement Assets Requirement  Assets
7,492 74,920 234 2,336
- - 50,563 505,628
143,189 1,431,894 128,405 1,284,047
3.911,922 39,119,222 4,342,205 || 43,422 254
1,163,056 11,630,560 638,045 6,380,403
152,285 1,522,851 127 566 1,275,662
524,074 5,240,737 384 002 3,840,019
236,157 2,381,575 261,627 2,616,272
522,518 5,225,179 L 813,308 8,133,077
6,660,693 66,606,938 6,745979 67450788
493,697 4,936,971 798,160 7.981,603
11,561 115,614 3.513 35.12¢
4,003 40,026 §.529 55,288
8.141 81,408 7.538 75,390
9,512 118,898 7178 71,778
142,103 1,776,292 155,938 1,558,378
8.251 103,139 4,923 49,232
648,302 8,103,776 795570 7,959,685
1,325,570 15,276,124 1,778,750 17,787 491
7,986,263 81,883,062 _ B.504729 85247270
2017 20186
Required Actual Required Actual

6.00% 7.82% 6.00% 8.75%

7.50% T.82% T.50% &.T5%i

11.28% 10.17% 10.65%; 10.26%j

e
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40.7  Main Features Template of Regulatory Capital Instruments

COMMON SHARES

ALBARAKA BANK (PAKISTAN) LIMITED

FIRST ISSUE TIER |l SUKUK SECOND ISSUE TIER Il SUKUK

1| lssuer Al Baraka Balc (Pakistan) Limited f-l .Ea::aka Bank (Pakistan) Al Baraka Bank {Pakistan)
imitad Limited
Z  |Unigue identifier (eg KSE Symbal or Bloomberg Mot Apilicabie AlBaraka Bank (Pakistan) |2MD ABaraks Bank Tier-l
identifier etc.} Limited - Tier Il Sukuk Modaraba Sukuk ]
3 |Governing lawis) of the Instrumant Laws applicabie in Pakisian Laws applicable in Pakisian Laws applicable in Paxistan
Regulatory treatment —
i+ Transitional Basel 11 rules Comman equily Tier 1 Tier 2 Tiar 2
5 Pest-transitional Basel 11l rules Camrmon equity Tier 1 Tler 2 Tier 2
i} Eligibie at soio [ group / group&solo Solo Solo Solo
¥ Instrument type Commaon shares Subordinated Debt Suberdinated Dabt
Amount recognized in regulatory capital i .
8 (Currency In PKR thousands, as of reporting date) 5403154 <o Ovd +onapoa
g Par value of instrument Hs 10 per share Rs 1 millicn per cartificate Hz 1 million per cartificate
10 Acecunting classification Sharehaldar eqguity Liability - subordinated loans  |Liabilily - subordinated loans
11 Original date of issuance 2005-2016 September 2014 22 August 2017
12 Perpetual or dated Perpetual Dated Dated
13 Criginal maturity date Mo reaturity 26 September 2021 121 August 2024
14 |ssuer call subject to prior supervisary Mo Yes e
aporaval
15 Optioral call date, contingent call dates and L i p . !
sadarpllon ameaint Mot Annlicable 25 Septamber 2014 21 August 2022
16 Subsaquent call dates, if applicable Not Applicable Any time after the option call [Any fime afer the option call
date date
(Coupons | dividends
17 | Fixed or floating dividend! coupon Mot Applicabla Flaating Floating I
18 coupon rate and any related index’ benchmark Mot Applicable G manths Kibor + 125% par |6 months Kibor + 0.75% per
annurm a["-ﬂ.lﬂ
19 Existence of a dividend stopper No Nao Mo I
i mal‘lf:lﬁg dizerationary, partially discrationary oc Fully Discretionary Partially discrelionary Panially disoretionary
bl Existence of step up or other incentive to NG No MNa
redeem
s Moncumulative or cumulative Mon cumuative Mon cumulative Cumulative
22 |Convertible or non-convertible Mon Canvertible Convertible Convertible
24 If convertinle, conversion trigger (5) The Insfrument. is subject 0 |The Instrumeat is subject 1o
Inss absorbency, under which lloss absorbency, under which
SBF  may convert the |SBP  may converl the
imstrument, fully or partigly, jinstrument, fully or partially,
Not Apylicabie into common ordingry shares gintr:u commen oddinary shares
upon the geourrence of @ non-pupon the accurrense of a non-
viability trigger event (the [viability trigger event (the
“PLONYTL The conversion shall |"POMNYT). The conversion shad
be based on the price as |be based on the price as
| agreed with 587 aoreed with SRR,
i It corvartible, fully or parially Nat Analicat May convert fully. or partially [May convert tully or pariaily
policable
upon the cccurrance of PONY. [upen the ocourence of PONY. |
iz If convartible, convarsian rata Nat Apgiicable |To bf?. determined in the case |Ta h:a datermined in the case
of Triggear avent. of Trigger event,
27 If convertible, mandatory or optionai . , : :
cariiElEn B Mot Applicable Option of SBP Option of 3BP
=3 CDH:;:S;;BI:EIH' specity nstrument type Mot Applicable Common Equily. Tier 1 Commaon Eguity Tier 1
24 If cl:-n}‘rer!ii:ufe. specify issuer of instrument it Mot Applicatie .ﬂ-_lEI_Hraka Bank (Pakistan) -l'k_lBgrak,a Bank [Pakistan)
converis intg Limiled Lirmited
30| Write-down feature — Mo Mo Mo
3 I write-down, write-down trigger{s) The Instrument is subject to [The Instumert = subjest to
loss absorbency, under which [loss absorbensy, under which
S8R, may either convert into [SBP, may eithar convart into
Mot Applicabie common ordinary shares or [common ordirary sharos or
immediately write off upon the [immeadiately wite off upon the
| oocurrence of a non-viability |[ocourrance of 8 non-viability
trigger event [the "PONVT). triggar evant {fve "FONYT),
3z If write-down, full ar partis| Not Apglicable May be written dcu'-wl_rulty or |May be writlen down fully or
may be writlen off partially may be writtenoff pariially
33 If write-down, permanant or temporary Not Applicable Permanent Permanant
e — r:;:;";nﬂi; ‘::" wrilm:dwm, desenplonof |t wbpiidabin Mot Applinania Not Applicable
35 |Position in subordination hierarchy in liquidation  |Subordinated cebt as Subcrdinate to all ofher |Subordinale o all  ofber
{spacify instrumant type Immediately saniar 1o sharghoicers” equity represents |indebtness to the Bank  |indebtness to the Bank
insfrumant . ragidual interest including depositors including depasitors
35 |Man-compliant ransitioned leatures Mo Mo No
37 it yes specify non-complant features Mat Applicable Mot .ﬁ.pplf;;_at:le Mot App?i?a.bla = |
40.8  Leverage ratio

During 2013, SBP issued the instructions on the computation of Tier 1 Leverage Ratio. In line with these instructions, parallel run perisd for ievarags
ratio will commence from 31 December 2013 10 31 December 2017, During the perlod, banks has to maintain Tier 1 Leverage retio of 3%

Tier-1 Capital
Tolal Exposures
Laverage Ratio

2017 2116
e Rupees in D00 e
6,401,164 7.457.237
141,187,419 142028873
4.53% 5.25%

e
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RISK MANAGEMENT

The primary goal of risk management is to identify, assess and monitor risks inherent in the activities of the Bank and take
adequate measures o manage and control these risks on timely basis. This will help in achieving sustainable business
growih and financial and non-financial targets with better protection and soundness, The Bank's aim is to achieve an
apprepriate balance between risk and return and minimizing potential adverse effecis on the Bank's financial pedformance

This section presents information about Bank's exposure to and its managemeant and control of risks, in particutar the
primary risks associaled with its use of financial instruments;

= Credit risk is the risk of foss resulling from client or counterparty defaull (note 41.1),

- Market risk is exposure to market variables such as benchmark rates, exchange rates and equity indices (note 41.3).

- Liguidity risk is the potential loss arising from Bank's inahility to meet its obligations when due (note 41.4),

- Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and system or from
external events and Shariah non compliance (note 41.5).

The objective of risk management is to effectively manage uncertainties thal arise in the normal course of business
aclivities. The Bank manages the risk through a framework of risk management, policies and principles, organizational
structures, and risk measurement and monitoring processes that are closely aligned with the business activities of the Bank.

Risk management principles

- The Board of Directors (the Board) provides overall risk management supervision. The Board Risk Committes (BRC)
regularly monitors the Bank's risk profile,

- The Bank has set up objectives and policies to manage the risks that arise in connaction with the Bank's activities. The
risk management framework and policies of the Bank are guided by specific objectives to ensure that comprehansive
and adequate risk management policies are established 1o mitigate the salient risk elements in the operations of the
Bank,

- The establishment of the overall financial risk management chjectives is consistent and tandem with the strategy to
create and enhance shareholders value, while guided by a prudent and robust framework of risk management policies.

- The structure of risk management function is closaly aligned with the organizational structure of the Bank.

Risk management organization

The Board through its sub-committee called BRC oversees the overall risk of the Bank, The Risk Management Departmeant
{EMD) is the organizational arm performing the functions of identifying, measuring, monitoring and contrelling the various
risk and assists the apex level committee and the various sub-committees in conversion of policies into action,

The BRC comprises Executive, Directors, Mon Executive Directors and the Chief Risk Officer. One of the Non Executive
directors of the Bank chairs the BRC, who is responsible for planning, management and control of the aforementioned risks
of the Bank.

The BRC has delegated some of ite {asks of risk management to sub committeas which are as follows;

Name of the committees Chaired by
Credit committee Chief Executive Officer
Asset and liability management commitiee (ALCO) Chief Executive Officer

Credit commitiee is responsible for approving and manitoring all financing transactions and also the overall quality of the
assel portfolio. For this purpose it has formulated credit policy so as fo effectively monitor the risk profile of the Bank's asset
portfolic and to ensure strict adherence to the SBP's Prudential Regulations. Banking Companies Ordinance, 1982 and any
other regulatory requirement.

ALCO has the responsibility for the formulation of overall strategy and oversight of the assets liability management function,
ALCO monitors the maintenance of liguidity ratios, depositor's concentration both in terms of overall funding mix and
avoidance of reliance on farge deposits. The Board have approved a comprehensive liquidity management palicy.

The Board has constituled an Audit Committes. The Audit Committee works to ensure that the basl praclices of the Code of
Corporate Governance and other policies and procedures are being complied with,

The Bank's Risk Management, Compliance and Internal Audit and Legal Departments support the risk managemeant
function. The role of the risk management depariment is to quantify the risk and the quality and integrity of the Bank’s risk-
related data. The Compliance Depariment ensures that all the directives and guidelines issued by SBP are being complied
with in order to mitigate the compliance and operational risks. Internal Audit Depariment reviews the compliance of intemal
contral procedures with internal and regulatory standards.

Credit Risk

Credit risk is the risk of loss to Bank as 2 resull of failure by a client or counterparty to meet its contractual obligations when
due. Exposure to credit risks for the Bank arises primarily from financing and investing activities.

The management of credit risk is govemned by credit policies approved by the Board. The procedures set out the relevant
approval authorities, limit, risks, credit ratings and other matters involved in order to ensure sound credit granting standards
Ev—
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The Bank has a well defined credif structure duly approved by the Board under which delegated authorities at various
levels are operating and which critically scrutinize and sanction credit. The emphasis is to provide short to medium
term trade related Islamic financing and related assets to reputable names, which are self liguidating and Shariah
compliant. The risk appraisal system of the Bank has enabled it to build a sound portfolic

Cradit risk management framewark forms part of the overall business strategy and credit operations of the Bank. The
principles for credit risk management have been laid down in the Bank's credit risk policy, credit manual and credit
operations procedure manuals. The policy has been developed in accordance with the requirements of the State Bank
of Pakistan and is reviewed and updated (where required) on periodic basis.

Expected Credit Loss (ECL) assessment has been made under IFRS 3 through implementation of Moody's Risk
Analyst, a world's renowned internal credit rating system. The Moody's RA system takes into consideration
gualitative and guantitative factors of the counter-party, transaction structure & collaterals and generates ratings at
Obligor and Facility levels as required by Internal Rating Based (IRB) approach under Basel regulations, The facility
rating system, developed in line with SBF's guidelines, also provides estimated LGD (Loss Given Default) and Obligor
rating provides PO (Probability of Default). The system is backed by secured database with backup support and is
capable of generating MIS reports providing snapshot of the entire portfolio for strategizing and decision making,

The Bank has a rigorous pre-approval evaluation process of credil risk embedded in each credit transactions
execuled by the business units, The entire process broadly encompasses, gathering relevant information on the
borrower, credit investigations and visits, detailed credit appraisal and cradit risk assessment and measurement. In
addition to monitoring credit limits specified in the Prudential Regulations of the State Bank of Pakistan, credil limit
structure includes internal limits as established by the senior management and the BOD. Internal limits include limits
with respect to BOD approved risk appetite, industry/sector, credit approval authority and exposure with financial
institutions. All these limits are monitored on regular basis and exceptions are reported to the relevant authorities for
their timely action where necessary.

Besides managing credit risk at transaction level, the Bank regularly monitors credit risk at portfolio level and ensures
that no undus concentration of risk is present in the overall credit exposure. The Bank has well established
management information set-up which allows efficient ang effective assessment, monitoring and management of its
credit risk profile in various dimensions.

Provisions are determined in accordance with the requirements of the SBP. The authority to determing provisions and
credit valuation adjustments for impaired claims, vests in Credit Operations Department and is according to the SEP
regulations.

Segmental information

41.1.1.1 Segments by class of business

2017
Islamic financing and : Contingencies and
related assets (Gross) Reposiis commitments
Rupees = Rupees e Rupees i
in '000 % in "000 % in '000 e
Agriculture, forestry, hunting and fishing 1,563,657 2.07% 751,024 0.76% 14,671 0.06%
Mining and quarrying 823,804 1.09% 700,376 0.71% - 0.00%
Textile 9,008,919 11.93% 2,019,142 2.05% 1,043,860 3.93%
Chemical and pharmacauticals 5,491,892 T.27% 1,261,748 1.28% 3,459,547 13.02%
Cement 1,200,000 1.59% 200,210 0.20% 358,664 1.35%
Sugar 2,714,624 3.60% 82,329 0.08% 44 855 0.17%
Foctwear and leather garments 801,811 1.06% 298,820 0.30% 71,695  0.27%
Automobile and transportation equipment 400,683 0.53% 194,522 0.20% 961,270 3.62%
Electrenics and electrical appliances 3,599,684 477% 225,244 0.23% 690,565  2.60%
Caonstruction 1,368,782 1.81% 1,872,408 1.90% 1,834,411 6.91%
Power (electricity), gas, water and sanitar 2,658,626 3.52% 673,189 0.68% 96,942 0.36%
Wholesale and retail trade 2,995312 3.97% 2,335,345 2.37% 1,770,063 6.66%
Exports / imports 1,038,901 1.38% 1,114,174 1.13% 168,278 0.63%
Transport, storage and communication 9,175,629 12.15% 456,753 0.46% 164,939 0.62%
Financial 236 441 0.31% 4,235,243 4.30% 9,279,222 34.93%
Insurance 12,845 0.02% 1,054,948 1.07% - 0.00%
Sarvices 3,369,623 4.46% 8,769,550 8.89% 1,415,770 5.33%
Individuals / staff 14,411,247  19.09% 46,390,113 47.05% - 0.00%
Food products and beverages 9,184,036 12.17% 292,053 0.30% 362,787 1.37%
Others 5,434,753 7.20% 25,662,713  26.02% 4,826,040 18.17%

75,492,269 100.00% 98,589,904 100.00% 26,563,579 100.00%
Erteer
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2018
Islamic financing and related Contingencies and
assels (Gross) vepeyils commitmants
Rupees in "000 % Rupees in '000 % Rupees in '000 b4
Agricultura, forestry, hunting and fishing 1,533 566 1.78% 793,821 0.75% 2,235,087 9.15%
Mining and quarrying 1,124 544 1.68% 381,981 0.34% 19,000 (.08%
Teuxtile 8,490,615 B.O0% 1.528,181 1.44% 598,391 2.45%
Chemical and pharmaceuticals 6,467 564 5.38% 1,628,474 1.54% 2,737,750 11.21%
Cement 250,000 0.37% 106,310 0.10% 118,839 0.49%
Sugar 2511327 3.59% 520,585 (.49% 45,238 0.19%
Footwaar and leather garments TET 436 1.14% 297 342 0.28% 120,139 0.53%
Automaobile and transparation equipment a71,248 1.45% 310,648 0.25% 452 609 1.85%
Electronics and alectrical appliances 1,902 529 2.78% 641,006 D.E1% 1,075,602 4405
Construction 1,763,022 2.B1% 2,093 452 1.98% 2,108,514 B8.63%
Pawer {electricity), gas, water and sanliary 2.978,349 4.45% 168,253 0.18% 357,063 1.47%
Wholesale and retail trade 3011697 4.35% 351,559 0.33% 1,588,774 5.50%
Exports [ imports 780,341 1.03% 264,762 0.92% 458165 1.88%
Transport, storage and communication 1,868 448 2.71% 525,000 0.50% 66,593 0.40%
Financial 311,082 0.35% 10,632 448 10.05% 7,184 555 25.41%
Insurance - 0.00% 517,035 0.49% - 0.00%
Sarvicas 5,247 872 T.78% 11,665,264 11.02% 673,585 2.76%
Individuals | staff 13,185,495 189.51% 45,556,707 43.90% 350 0.00%
Foed products and beverages 7.871.588 11.70% 635,460 0.60% 481,032 1.87%
Cthers 10,042 041 14.38% 256,534,795 24.12% 4,067,214 16.65%
71,080,188  100.00% 105.243,084 100.00% 24,429,400 100.00%
Segment by sector
2017
Islamic financing and
related assets Contingencies and
{Gross) Deposits commitments
Rupees in '000 ne Rupees in '000 i Rupees In '000 %
Pubiic | governmant 7.667,685 10.16% 8,504 891 8.63% 215,408 0.81%
Private 67,824 574 £9.84% 50,085,013 91.37% 26,348,173 95.19%
75492269 100.00% 38,589 504 100.00% 26,563,579 100.00%
2018
Islamic financing and
related assets Contingencies and
(Gross) Deposits commitments
Rupees in "000 b Rupees in '000 % Rupees In "000 %
Briblle L egvarnmeni 54921,170 B.ETY 9 TR SR . e 1,628,111 B.56%
Private 85,169,018 91.13% 102 085 953 96.45% 22,801,288 93, 34%
71,090,188  100.00% 105,843,064 100.00% 24,418 400 106.00%
Details of non-performing Islamic financing and related assets and specific provisions by class of business segment
2097 2018
Classified Specific Clagsified Specific
Islamic Provisions Islamic Provisions
Financing Held Financing Hald
----- {Rupees in "000)
Agricutture, forestry, hunting and fishing 7,835 5,457 383,202 335,665
Mining and guarrying 12,202 12,202 10,542 .
Chemical and pharmaceuticals 488,718 308,458 319,637 195,185
Taxtila 2,641,083 2,123,809 2,855,605 2,544,535
Sugar 608,142 20,810 962,521 110,600
Foolwear and leather garmenls 60,081 39,067 £0,080 34,872
Electronics and electrical appliancas 555,030 258,624 349,621 48,239
Construction 440,151 101,812 116.022 21,937
Power {electricity), gas, water and sanitary 4,062 4,062 4 052 4,062
Wholesale / retall rade 80,140 48,009 161,691 108,151
Exporis { imports 41,270 5,859 5612 T0.105
Transpor, storage and communication 381,440 62,330 48,500 55,609
Financial 102,804 101,820 107,137 74,456
Insurance 3 1 - .
Sarvicas 80,492 80,109 378,900 51,955
Individuals 396,591 201,576 310,108 153,620
Food products and beverages 1,120,644 414,780 355,365 AB,077
Cthars 630,964 413,341 457 422 351,585
7.651,332 4,202,127 7145,027 4,217,953
Detaifs of non-performing Islamic financing and related assets and specific provisions by class of business segment and sectar
2017 2018
Classified Specific Classifed Specific
Islamic Provisions Istamiz provisions
financing Held financieg held
-{Rupees in "000)
Public / govemmant - - - =
Privats 7,651,332 4,202,127 7145027 4217853

7.651,332 4,202,127

—— e

71465027 4,217,953
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53 ALBARAKA BANK (PAKISTAN) LIMITED
Credit Risk - General Disclosures
The Bank has adopted Standardised Approach, under Basel Il
Credit Risk: Standardized Approach
The Bank use rating assigned by JCR-VIS and PACRA as External Credit Assessment Institutions [ECAI) for the purpose of risk
weighing its exposure. In the case of foreign curency exposure, ratings assigned by S&F and Moody's have been applied.

Fallowing are the types of exposure for which each agency is used:

Exposure MOODY'S S5&P JCR-VIS PACRA
Corporate . - o «
Banks 4 ¥ 4 «
Soversigns ¥ 2 - 2

Most of the Bark's assel base is short or medium term. Thersfore, the Bank uses the entity's rafing o assess the risk of iis
exposurs without any adjustmants.

For ewposure amounts after risk mitigation subject to the standardised approach, amount of Bank's outstandings (rated and
unrated) in each risk bucket as well as those that are deducted are as follows:

Rating Amount Deduction
Exprsurn category No. outstanding CRM* et Amount
e RUPEES N 000 -meemmesessmmemeae e
Ceorporate 1 4,761,606 - 4,761,606
2 7,229,350 274,322 6,955,028
34 862,344 113,779 748,565
Unrated-1 23,674,003 1,797,447 21,876,556
Unrated-2 9,971,987 320,575 9,651,412
46,499,290 2,506,123 43,993,167
Banks 1,2.3 4,845 067 - 4,845,067
Sovereigns ele, 22,668,451 - 22,668 451
Public sector enterprizes 1 663,750 663,750 -
23 i 2 .
Unrated 7,500,000 7,500,000 -
5,163,750 8,103,750 - &
Others 34,381,774 147 426 34,234,348
Total 116.558,332 10,817,299 105,741,033

* CRM= Credit Risk Mitigation
Main types of collateral taken by the Bank are;

- Cash margin

= Lien on deposits

= Government guarantees
- Bank guarantea

The Bank has adopted simple approach to cradit risk mitigation under Basel 1l and therefore has not appiied any haircuts to the
collateral. Moreover the Bank's eligible collateral only includes cash / liguid securities

41.1.2.2 Equity position in the banking and trading hook

41.2

The Bank classifies and value its investmeants portfolio in accerdance with the directions of SBP.

Trading book

Trading book consists of positions in firancial instruments held sither with 2 trading intent or in order to hedge other elements of the
trading book. Positions held in trading book are marked to market and any valuation difference is charged / credited to profit and
loss account in case of held for trading securities and to equity in case of available for sale securities,

Banking b
Allinstruments / positions which are not part of the trading book.

GEOGRAPHICAL SEGMENT ANALYSIS

2017
Contingencies
Loss befare Total assets Met assets and
taxation employed employed Commitments
Rupees in ‘000
Pakistan {531,073) 120,660,601 10,762,221 16,563,579
(531,073 120,660,601 10,762,221 16,563,579
2016
Coniingencies
Loss before Total assets Mot assels and
taxation employed employed Conmitments
Rupees in '000
Pakistan (100.748) _ 126738633 11,389,503 2,429,400
(100, 748) 126,798,633 11,385,503 24,429,400

o
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54 ALBARAKA BANK (PAKISTAN) LIMITED
MARKET RISK

Market risk is the risk that the Bank's sarnings or capltal, or s aoility lo meet business objsctives, will be adversely affected by changeas in
the level or volatlity of market rales or prices such as profit rates, credit spreads, commedity prices, equity prices ang fareign exchange
rales.

The main objective of the Bank's market risk management is to minimize market nsk and to facilitaie business growih within & controlled and
transparent risk management framework,

Marka! risk arze from investmant in sukuk, aquities and deafing in forgign exchange transactions.
Market risk is being monitored by ALGO and performs following functions in relation to market risk
Regular perodic review of market risk, based on economic review reports.

- Kesps an eye on the siructure | composition of Bank's assets and lighilities &nd decide upon product pricing for depasits, Isiamic
financing and raiaiad assals.

- Develop future business stralegy in view of the latest trends ! policy in the market, economic condidons and local regulatory
requiremenis.

4 Review and recommend to the Board of Directors, naw opportunities for gensrating revenues,

Faoreign Exchange Risk

Foreign exchange risk arses from the fluctuation in the value of financial instruments consequent 1o the changes in foreign exchange rates.
Chjective of foreign exchange risk management function i 0 minimize the adverse impact of foreign exchange assels and labilities

mismaich and maximize the earnings. The Bank manages this risk by sstting and monitoring dealer, currancy, intar exposures, stop logs and
counter party Imits for on and off balance sheet financial instruments.

2017 = 2016 :
3 " iy e e haﬁi;e e
Assols Liabilitios balance currency Assets Liabilities sheet currency
sheet items  exposure FraEs exposure
Rupees in "000
Pakistan rupas 115,370,521 102,621,441 2,034,532 14,783,612 122,258,283 109,809,471 (1,723.660) 10635152
United States dollar 4,880,975 4,947,712 (1,089,473) (1,156,210) 4,018,270 3,792,079 1,157,200 1.383.391
Great Britain pound 166,442 626,303 (601,404}  [1,081,265) 245112 483,776 404 127 165,534
Euro 6,071 1,553,129 (360,674) (1.847,732) 73183 1108627 237 768 (791.674)
Arab Ernirates Dirham 164,546 147,304 - 17,242 171,855 165,612 (71.621) (5.378)
Japanase Yen T.B36 2,468 - 5,430 23,61 19,565 - 4048
Canadian Dollar 935 - - 935 1,118 . (3,882) {2:772)
Saudi Riyal - - - - 166 - - 180
Singapore Doliar 23 23 - - 24 . - 22
Swiss Frank 3,180 - 17.018 20,209 1,827 - . 1,027
Malaysian Ringit _r 2 - - - - - -
120,660,601 109,898,380 — 10,762,221 126,798,633 11 5.409.133_ ___ - =_h;1.'33!3;.5£3~-

Ihe exposuras of the Bank 1o foreign exchange risk Is also restricted by the statutory limit on aggregate expostre prescrined by the SEP.
Equity position risk
Equity position risk is the risk to earning from adversa changes in the value of eguity portfolio of the Bank.

Counter parties limits are considered o imit nisk concentraton. The Bank invests in those equities which are Shariah complant as advised
by the Shariah advisor. £y
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41.4.2 Ligu ity Coverage Ratio

HIGHQUALITY LIQUID ASSETS

4 Tetal nigh qualily liquid assets (HQLA)
CASHOUTLFLOWS

Retaildeposits and deposits from small
2 businsss cusmtomers of which.

2.1 -slable deposit
22 -Less slable deposit

3 Unsecured wholesale funding of which:
3.1 -Operational deposits (all counterparties)
32  -Mon-operatonal deposits (all counterparies)
33 -Unsecured debt

4  -Setured wholesale funding

5 Additional requiremants of which:

-Dutlows related to derivative exposures and

5.1 ather coflateral reguiremenis
5.2 -Dufflows related to loss of funding on debl progucts
53 -Credd and Liguidity facilities

€ Other confractual funding obligations

7 Other sonfingent funding obligatons

& TOTAL CASH QUTFLOWS

CASH INFLOWS

& Sscured landing
10 Inflows from fully performing exposuras
11 Other Cash inflows

12 TOTAL CASH INLFOWS

21 TOTAL HQLA
22 TOTAL MET CASH DUTFLOWS

23 LIQuIDITY COVERAGE RATIO

ALBARAKA BANK (PAKISTAN) LIMITED

2017
xomal W:Eat::ed
Unweighted g
Value (Average) R
g [Average)

e Rupees in "000)-——-—-

= 24,576,501

62,545,725 6,254,572
62,545,725 6,254,572

36,044 179 19,935,256

36,044,179 18,835,256

1,689,836 145,315

1,689,836 145,313
19,086,593 2,753,872

29,089,115

10,664,026 5,333,901
2,375,797 2,181,501

— e

7,515,402

24,578,501
21,573,713

113.82%

Er~
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41.4.3 Net Stability Funding Ratio
2017
Unweighted value by residual maturity Weighted value
No Maturity <6 months 6 monthsto <1y 21yr
emmemaan {Rupees in '000)—emrmreeeeeaee e
Availible Stable Funding {ASF)
1 Capital
2  -Regulalory capial 13,233,340 - - - 13,233,340
3 -Othker capital instruments - = - 3,356,086 3,356,086
Relai/deposits and deposi from small business
4 custoners
£ -Sieble deposis - . . - ;
& -Less siable deposils 51,089,045 6,907,293 2,514 386 2.035,000 45,980,142
7 Wholezsale funding
8 -Operational deposits H - i - =
g -Otrer wholesale funding 28,738,929 5,438,358 1342112 524,781 13,423,028
10 Otherlabilities:
11  -NSFR derivative iiabilitielﬁ : - - - 3,440,667 -
12 other salegones E - 5,309,538 . 142,045
13 Total ASF 76,134,641
Required Stable Funding (R5SF)
14 Total HSFR high-quality liquid assets (HQLA) - - - “ =
Deposits held at other financial institutions for
15 operational purposes 184,297 - - - 97,148
16 Performing loans and securities

17

18

149

20

21
22
23

24
25

26

27
25

29
a0

41.5

Perfarming loans to financal institutions

secured by Level 1 HQLA - = -

Perfoming leans to financial institutions

secured by non-Level T HGLA and unsecured

performing leans 1o financail institutions - - - - .

Performing loans to non- financial corporate

clents, loans to retail and small business

customers, and loans o sovereigns, central

banks and PSEs, of which: . 33,057 473 5,299,193 29,187 878 24,173,047
Wilith @ righ weight of tess than or equal to 35%

under Ine Basel || Standardised Approach for

credit rigk - 2,084,569 334 497 4,208,604 2,736,243
Securites thal are not in default and do not

gualify as HOLA including exchange-iraded

equities. - - - - .
Other assels - * * - -
Physical traded commaodities, including gold - = # s .
Assats posted as initial margin for derivative

contracts - - = - -
MEFR derivative assels - 5,335,027 5.335,027
MSFR derivative Labilities before deduction of

variation margin posted - 3,440,667 (3,440 66T)
AH other assets not included in the abave

calegories 52,911,755 - - . 43,677,563
Off-balance sheal itams - - - 18,882,069 244,103
Total RSF 70,522 464
Met Stable Funding Ratio (%) 107 .96%

OFERATIONAL RISK

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and system or from extermal
events and Shariah non-compliance. In this regard, an Operational Risk Management unit has been established within the Risk
Management Department.

The Bank has Basic Indicator Approach (BIA) for assessing the capital charge for operational risk. Under BIA the capital charge is
calculated oy multiplying average annual gross income of the Bank gver the past three years with 15% as per guidslines issusd by
SBRP

The Bank ensures that the key operational risks are managed in & timely and effective manner by raising awarenass of
operational risk, improving early warning infermation and allocating risk ownership and responsioilities, The Bank has developed
policies, guidelines and manuals necessary for the mitigation of operaticnal risk

The Bank is also supervised by the Shariah Board which sets out guidelines, policies and procaedures for the Bank to ensure that
all its activities and products are Shariah compliant The internal audit funciion of the Bank pedforms regular audit on various
operations of the Bank and monitors the key risk exposure areas to ensure that internal control procedures are in place and those
procedures are able to mitigate risk associated with operational aclivilies.

A business continuity program have also been formulated and aoproved by the Board of Directors to ensure uninterrupted flow of
operations of the Bank. o
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64 ALBARAKA BANK (PAKISTAN) LIMITED

PROFIT / (LOSS) DISTRIBUTION TO DEPOSITOR'S POOL

General remunerative depositors’ pools / IERS pools / Treasury Pools
2017
Percentage
of Mudarib
Profit rate and | Mudarib Share
Profit weightage share transferred | Profit rate | Profit rate
Remunerative sharing ratio| announcement|(Rupees in| through return return
pools Period (average) period '000) Hiba earned |distributed
General Pool - PKR| Jan to Dec 2017 41% | Monthly | 1,512,383 | 20.3% 62%  42%
General Pool - FCY | Jan to Dec 2017 65% . Monthly | 34538 | 14.9% 1.8% | 0.8%
Islamic Export |y o pec 2017 88% Monthly ; : 87% | 19%
Refinance Pool | B _ .
Treasury Pool JantoDec2017 | 80% | Variable | - - B4% | 57%

COMPLAINT MANAGEMENT
Mechanism of the Compliant Management Unit

The Bank has a designated separate and independent Complaint Management Unit (CMU) under Corporate
Communication Department to handle complaints / grievances of the customers. The unit is efficiently performing its role
and it is totally independent in scrutinizing, investigating and efficient closures of the complaints / gueries raised by
customers,

The unit's core focus is the quick and efficient resolution of the complaints, analyse root cause of complaints and taking
necessary measures to ensure its non-recurrence and to improve the service quality. The statistical data provided oy
CMU enables the concerned departments / units In improving performance and provision of quality service lo the

43.2 Lodgement of complaints

The complaint lodgement procedure is adequately displayed in all our branches as well as on our Corporate website
www.albaraka.com.pk. Further, details regarding lodgement of a complaint to Banking Mohtasib Pakistan and State Bank
of Pakistan are also prominently displayed.

The Bank recejve complaints from following sources :

1) Phona Banking / call centre
2) Letter / Faxes / Drop Box / Email
2} Banking Mohtasib Pakistan / SBP

During 2017, the Bank received 3,498 complaints through different channels, out of which 96% were invesligated and
rasolved, The Bank follows defined standards, practices and reguilatory requirements in resolution of complaints lodged
with the Bank.

43.3 Steps of compliant resolution or handling of complaint

Fundamental steps of compliant handling as defined by SBP in BC & CPD Circular No. 01 of 2016 being followed in the
Bank are as follows:

1) Acknowledgment of receipt of complaint,
2} Investigation and tagging of compliant to relevant department / branches.
3} Interim update to customer, if complaint resolution exceeds the defined timeline.
4) Intimation of resolution of complaint to customer.
5} Root cause analysis of the complaint.
6] Suggestions for required actions and its non-recurrence.
71 lIssuing fortmightly and manthly MIS to all the stakeholcﬁarsﬁ
s
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43.4 New initiatives

The Bank has introduced the Quarterly Branch Service Ladder which includes monitoring Several Key Service indicators
at branch lavel.

Further, the Complaint Management has been fine-tuned by introducing a daily escalation report which is being sent to all
Stakeholders to manage closure of complaints within prescribed Tumaround Times. Alse a Quarterly Root Cause
- Analysis has been introduced to deep dive in the actual reason for the complaint,

44. TRUST ACTIVITIES

The Bank commonly act as trustee and in other fiduciary capacities that result in the holding or placing of assels on
behalf of individuals, trusts, retirement benefit plans and other institutions including on behalf of certain related parties.
These are not assets of the Bank and, therefore, are not included in the Staterment of Financial Position. The following is
e the list of assets held under trust:

2017 2016 2017 2016
Category Type Number of IPS account Face Value
= --=-- (Rupees '000) -----
Takaful Company  Government of Pakistan ljara Sukuk 1 1 50,000 75,000
— Employee Funds  Government of Pakistan ljara Sukuk 1 1 50,000 50,000

2 100.000 125.000

45. GENERAL

45.1 Comresponding figures have been re-arranged and reclassified, wherever necessary, to facilitate the comparizon, No
significant reclassification were made during the current period.

45.2 Figures have been roundad off to the nearest thousand rupees.
46. DATE OF AUTHORISATION

These financial statements weare

thorized for issue on L2 February 2018 by the Board of Directors of the Bank.
/ By~

Aoy —

Director Director
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ALBARAKA BANK (PAKISTAN) LIMITED

Annexura - 1l
STATEMENT SHOWING CHARITY PAID OF RUPEES 100,000 OR ABOVE DURING THE YEAR ENDED 31 DECEMEBER 2017

Rupees in thousands
31 December 31 December

Names 2017 2016

The Citizens Foundaticn ] 3,000 - |
Afzal Memornial Thalassemia Foundation 2000 1,750 |
Bakhtawar Amin Memﬂna1 Trust ! 2,000 | 1,000 |
Family Educational Services Foundation [ 1,600 | 1,600 |
Bumn And Children Care Welfare Organization 1,000 -
Endowment Fund Trust (Ge University Lahore) 1,000 E
Indus Fnun-daunn 1,000 -
‘Khairun Nisa Hospital Foeundation _ 1,000 -
Lahure Businessmen P.ssuclatlun For Rehagilitation Of The Disablad-Punjab [ 1,000 1,000 |
Patlenls Aid Foundalion | 1,000 2
F’atlems Ea_h_t_ru:'. Soclety For ﬁ,g_ny N | 1,500 || -
Children Health & Educaticn Foundation (Chaef) 1 795 || -
Care Foundation ' 500 || = 4
Green Crescent Trust 500 || 200 |
‘Hira Foundaticn Academy 500 || -
__Ibrgh_i!'!.";"Trua.t Gujranwala | 500 || -
Sos Children's Yillage | 500 || 500
‘Sundas Foundation _ 500 | | 500 |
Usman Sadig | 400 | =
University Of Wah - | - 390 | -
'Liaquai Maticnal Hospital (Nazia) 3?5 | - |
Akhuwat | 300 | 250 |
‘Centra For Development Of Social Services a0 -
|Pakistan Associalion of The Bllnd [ 300 .
|Pakistan Myasthenic Weifare Org. Pmwo [l 300 =
\Rising Sun Education & Welfare Society 300 a
|Altock Sahara Foundation | 250 .
|Diabates Center | 250 -
|Bin Qutab Foundation = | _ @50l -
|Ghazala ralm | 240 3
Child Health & Education 220 :
‘Afbmic Cmh Hospital Rawalpindi - Patient Amjad Al | 200 - |
Associalion For The Rehabilitation Of Challenging People-Sindh [ 200 || ) 200
_Gh ild Aid Assﬁmﬂtﬂn - { 200 -
Orange Tree Foundation | 200 -
|Raza Maqspuu 200 -
| Sanober Ali { 200 -
Syeda Zeba Haseeb | 150 -
Donald Kulder David 1L 140 -
Maveed { 136 | -
lttehad Iron Store . 115 =
Shayan Akhtar . 107 | -
Abdul Satiar | 100 | -
Aziz Jehan Begum Trusl [ 100 | -
Infag Memoral Trust _ 100 ||

Haseena Parveen | 100 || -
Riffat Kashif _ 100 || g
Shahlda N [ 100 -
HEI‘I‘!-EEH:TE. Nae-ern | 100 ' -
%haukai K,hanum Memarial Trust | =] 5960
Children Hnqu,_a! Quetta | - 3'.!IfllfJ'D '
Sayeban Pakistan - 1470
‘Health And Mutrition Development Society = 1.000
Cancer Care Hospital And Research Cenre [ - ] 500
‘Students Of Wah Engineering College - 480
Estanara _ || - 250
‘Shamima Begum _ - 200
Zafar Igbal _ b 200
‘Shahnaz Begum , - || 200
‘Fresh Foundaticn | - 200
Fauzia Amaar = : 150
‘Majum Un Nisa 1 1 150
Mohammad Ameen _ - ] 125
Nazakat Jehan . -1 100
Ayesha Tahir . -] 6o
Abdul Rashed . 100






