
















AL BARAKA BANK (PAKISTAN) LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2025

1 STATUS AND NATURE OF BUSINESS

1.1

.
1.2

1.3

1.4

2 BASIS OF PRESENTATION 

3 STATEMENT OF COMPLIANCE

3.1

-

-

-

-

Based on the financial statements of the Bank for the year ended 31 December 2024, the VIS Credit Rating Company
Limited (VIS) has upgraded the Bank's medium to long-term rating as 'AA-' and short-term rating as 'A1' on 27 June 2025
(2024: 'A+' and 'A1' dated 30 June 2024).

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

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

As at 31 December 2025, the Minimum Capital Requirement (MCR) and Capital Adequacy Ratio (CAR) stood at Rs. 14.5
billion and 17.37% respectively.

These financial statements have been prepared in conformity with the format of the financial statements prescribed by
the SBP vide BPRD Circular No. 13 of 2024 dated 01 July 2024.

The Bank provides Islamic financing mainly through Shariah compliant financial products as explained briefly in note 6.4.
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 utilised and the appropriate portion of profit thereon. The income on such
financing is recognised in accordance with principles of Islamic Shariah. However, income, if any, received which does
not comply with the principles of Islamic Shariah is recognised as charity payable, if so directed by the Shariah Board
Member of the Bank.

The Bank believes that there is no significant doubt on the ability to continue as a going concern. Therefore, the
financial statements continue to be prepared on a going concern basis.

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable
in Pakistan. The accounting and reporting standards comprise of:

IFRS Accounting Standards issued by the International Accounting Standards Board (IASB) as are notified under
the Companies Act, 2017;

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

Al Baraka Bank (Pakistan) Limited (the Bank) was incorporated in Pakistan on 20 December 2004, as a public limited
company. The Bank was granted an Islamic Banking License BL(I)-01(07), issued by the Banking Policy and Regulations
Department of the State Bank of Pakistan (SBP) 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 Pakistan
branches of Al Baraka Islamic Bank B.S.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 29 October 2010. The main objective of the Bank is to carry
on Islamic banking business in Pakistan in accordance and in conformity with Shariah.

The Bank is a subsidiary of Al Baraka Islamic Bank B.S.C. (c) (Parent Bank) incorporated and domiciled in Bahrain,
which is 92.81% (2024: 92.81%) owned by Al Baraka Group B.S.C. (Ultimate Parent). 

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 Burj Bank Limited under a "Scheme of Amalgamation" (the Scheme). Further, the
State Bank of Pakistan, through its letter no. BPRD (R&P-02)/2016/24373 dated 14 October 2016, had also 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 including all the
properties, assets and liabilities and all the rights and obligations, without any further act, action or deed and
notwithstanding the terms of any contract or other document or any rule of law, stands amalgamated with and vested in
the Bank and as a consequence, Ex Burj Bank Limited stood amalgamated with and into the Bank.

The Bank's registered office is located at 162, Bangalore Town, Main Shahrah-e-Faisal, Karachi. The Bank has 196
branches (31 December 2024: 185 branches) in Pakistan.
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4 BASIS OF MEASUREMENT 

4.1

4.2 Critical accounting estimates and judgments

The management is in the process of assessing the impact of these standards and amendments on the financial
statements of the Bank.

Whenever the requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017 or the directives and
notification issued by the SBP and the SECP differ with the requirements of IFRS Accounting Standards or IFAS, the
requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017, and the said directives and
notification shall prevail.

Standards, interpretations of and amendments to the published accounting and reporting standards that are
effective in the current year

Standards, interpretations of and amendments to the published accounting and reporting standards that are not
yet effective

The preparation of these financial statements in conformity with the accounting and reporting standards as applicable in
Pakistan requires management to make judgments, estimates, and assumptions that affect the reported amounts of
assets and liabilities, and income and expenses, as well as in the disclosure of contingent liabilities. It also requires
management to exercise judgment in the application of its accounting policies. The estimates and associated assumptions
are based on historical experience and various other factors that are believed to be reasonable under the circumstances.
These estimates and assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimates are revised, if the revision affects only that period, or in the period of revision and in
future periods if the revision affects both current and future periods.

There are certain amendments to the published accounting and reporting standards that are mandatory for the Bank's
annual accounting period beginning on or after 01 January 2025. However, these are not considered to be relevant or did
not have any material effect on the Bank's financial statements and have, therefore, not been disclosed in these financial
statements. The impact of IFRS 9 for the current year is disclosed in note 6.1 to these financial statements.

The SBP vide its BPRD Circular No. 04 dated 25 February 2015 has clarified that the reporting requirements of IFAS-3
'Profit and Loss Sharing on Deposit' for Islamic Banking Institutions (IBIs) relating to annual, half yearly and quarterly
financial statements would be notified by SBP through issuance of specific instructions and uniform disclosure formats in
consultation with IBIs. These reporting requirements have not been notified to date. Accordingly, the disclosures
requirements under IFAS 3 have not been considered in these financial statements.

The SBP has deferred the applicability of International Accounting Standard (IAS) 40, 'Investment Property' for banking
companies through BSD Circular Letter No. 10 dated 26 August 2002, until further instructions. Further, the SECP has
deferred the applicability of International Financial Reporting Standard (IFRS) 7, 'Financial Instruments: Disclosures' on
banks through its notification S.R.O 411(I)/2008 dated 28 April 2008. Accordingly, the requirements of these standards
have not been considered in the preparation of these financial statements.

There are certain new standards and amendments to the published accounting and reporting standards that will be
applicable to the Bank for its annual periods beginning on or after 01 January 2026. However, these are not considered to
be relevant or will not have any material effect on the Bank's financial statement except for:

The Bank had adopted IFRS 9 effective from 01 January 2024 with modified retrospective approach for restatement
permitted under IFRS 9.

These financial statements have been prepared under the historical cost convention, except for certain non-banking
assets acquired in satisfaction of claims which are stated at revalued amounts, investment classified at fair value through
profit or loss and fair value through other comprehensive income, commitments in respect of certain foreign exchange
contracts which are measured at fair value and staff retirement benefits which are carried at present value.

Amendments to 'Financial and Instruments: clarify the timing of
recognition and derecognition of certain financial instruments including settlement of liabilities through banking
instruments and channels including electronic transfers. Further, guidance on the SPPI assessment, and disclosure
requirements for instruments with cash flow modifying features and equity instruments designated at FVOCI has also
been amended. These amendments are effective from 01 The amendments, when applied, may
impact the accounting and presentation of the financial instruments. 

The new standard - IFRS 18 'Presentation and Disclosure in the Financial statements' (published in April 2024) with
applicability date of 01 January 2027 by IASB. IFRS 18 is yet to be adopted in Pakistan. IFRS 18 when adopted and
applicable will impact the presentation of 'statement of profit and loss account' with certain additional disclosures in
the financial statements.
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i)

ii)

iii) Credit loss allowance / provision against other assets and other provisions (notes 16.4 and 33);

iv)

v) Accounting for defined benefit plan (notes 6.14 and 39);

vi) Valuation and depreciation of property and equipment (notes 6.6.1 and 12.2);

vii) Depreciation and revaluation of non-banking assets acquired in satisfaction of claims (notes 6.9, 16.1 and 16.12);

viii) Valuation and amortisation of intangible assets (notes 6.6.3 and 14);

ix) Impairment of non-financial assets (note 6.8);

x) Provisions, contingent assets and liabilities (notes 6.15, 6.16, 22 and 25); and

xi)

5 FUNCTIONAL AND PRESENTATION CURRENCY

5.1

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

6 MATERIAL ACCOUNTING POLICY INFORMATION

6.1 IFRS 9 - 'Financial Instruments'

 

Credit loss allowance against financial instruments and off balance sheet obligations (notes 6.4.3, 6.18, 8, 9, 10.5,
11.6,  22.3 and 33);

During the current year, in accordance with BPRD Circular No. 03 of 2022 dated July 05, 2022 and BPRD Circular Letter
No. 16 dated July 29, 2024 the Bank has applied IFRS 9 and measured unquoted equity securities
at fair value.

At the time of adoption, investments decreased by Rs 19.861 million as a result of reversal of existing provision and deficit
arising on fair valuation. Moreover, unappropriated profit increased by Rs 12.554 million (net of tax) while fair value
reserve decreased by Rs 22.087 million (net of tax). The related tax impact of all adjustments amounted to Rs 10.328
million. These impacts have been recorded as an adjustment to equity at the beginning of the current year.

Assumption and estimation in recognition of provision for taxation (current and prior years) and deferred taxation
(notes 6.13, 15 and 34);

Estimates and judgments are continually evaluated and are based on historical experience and other factors, including
expectation of future events that are believed to be reasonable under the circumstances. Actual results may differ from
these estimates.

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

Lease liability, including determination of the lease term for lease contracts with renewal and termination options and
right-of-use assets (the Bank as a lessee) (notes 6.7, 13 and 20).

The SBP has directed the Banks through its BPRD Circular Letter No. 01 dated 22 January 2025 to continue the existing
revenue recognition methodology, including the requirements of IFAS 1 and IFAS 2 until further instructions. Had IFRS 9
been adopted in its entirety for revenue recognition from Islamic operations, profit / return earned on Islamic financing and
related assets in the statement of profit and loss account for the year ended 31 December 2025 would have been lower by
Rs. 457 million on net basis and tax expense would have been lower by Rs. 242.21 million. Further, unappropriated profit
in statement of changes in equity would have been higher by Rs. 214.79 million (31 December 2024: Rs 483 million).

In addition, the SBP in a separate instructions BPRD/RPD/822456/25 dated 22 January 2025 has allowed extension for
application of Effective profit Rate up to 31 December 2025. Currently, the Bank is in the process of finalising the impacts
of application of effective profit rate on its financial assets and liabilities and the impact of which will be incorporated in the
financial statements of 2026.

Items included in the financial statements are measured using the currency of the primary economic environment in which
the Bank operates. The financial statements are presented in Pakistani Rupees, which is the Bank's functional and
presentation currency.

The material accounting policies applied in the preparation of these financial statements are set out below. These are
consistent with those applied to all the years presented.

Classification and fair valuation measurement of financial instruments (notes 6.1.1.1, 6.1.2.1, 6.2, 6.3, 6.4, 6.5, 7, 8,
9, 10, 11, 16 and 22);
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6.1.1 Financial assets

6.1.1.1 Classification and subsequent measurement

The Bank classifies its financial assets in the following measurement categories:

- Financial assets at amortised cost;
- Financial assets at fair value through other comprehensive income (FVOCI); and
- Financial assets at fair value through profit or loss account (FVTPL).

The classification requirements for debt and equity instruments are described below:

Debt Instrument

Classification and subsequent measurement of debt instruments depend on: 

(i)
(ii)

Based on these factors, the Bank classifies its debt instruments into one of the following three measurement categories:

-

-

-

Business model assessment

-

-

Debt instruments held by the Bank include: Islamic financing and related assets, due from financial institutions, investment
in federal government securities, corporate sukuks and other private sukuks, cash and balances with treasury banks,
balances with other banks, and other financial assets. 

the Bank's business model for managing the asset; and
the cash flows characteristics of the assets / SPPI test. 

Fair value through profit or loss (FVTPL): Financial assets that do not meet the criteria for amortised cost or FVOCI
are measured at fair value through profit or loss. A gain or loss on a debt investment that is subsequently measured
at fair value through profit or loss and is not part of a hedging relationship is recognised and presented in the
statement of profit and loss account within unrealised gain / loss on securities in the period in which it arises. Interest
earned from these financial assets is included in interest earned on investments using the effective interest rate
method.

In addition, on initial recognition, the Bank may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortised cost or at FVOCI as at fair value through profit or loss (FVTPL) if doing so
eliminates or significantly reduces an accounting mismatch that would otherwise arise.

Amortised cost: Financial assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest ('SPPI'), and that are not designated at FVPL, are measured at
amortised cost. The carrying amount of these assets is adjusted by any expected credit loss allowance recognised.

Fair value through other comprehensive income (FVOCI): Financial assets that are held for collection of contractual
cash flows and for selling the assets, where the assets' cash flows represent solely payments of principal and
interest, and that are not designated at FVPL, are measured at fair value through other comprehensive income
(FVOCI). Movements in the carrying amount are taken through other comprehensive income, except for the
recognition of impairment gains or losses, interest income and foreign exchange gains and losses on the
instrument's amortised cost which are recognised in the statement of profit and loss account. When the financial
asset is derecognised, the cumulative gain or loss previously recognised in OCI is reclassified from equity to the
statement of profit and loss account and recognised in gain on sale of securities. Interest earned from these financial
assets is included in interest earned using the effective interest rate method.

how the performance of the business model and the financial assets held within that business model are evaluated
and reported to the Bank's key management personnel;

The Bank determines its business model at the level that best reflects how it manages groups of financial assets to
achieve its business objective.

The Bank's business model is not assessed on an instrument-by-instrument basis, but at a higher level of aggregated
portfolios and is based on observable factors such as:

the objectives for the portfolio, in particular, whether the management's strategy focuses on earning contractual
revenue, maintaining a particular yield profile, matching the duration of the financial assets to the duration of the
liabilities that are funding those assets or realising cash flows through the sale of the assets;
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-

-

Eventually, the financial assets fall under either of the following three business models:

i) Hold to Collect (HTC) Business Model: Holding assets in order to collect contractual cash flows
ii) Hold to Collect and Sell (HTC&S) Business Model: Collecting contractual cash flows and selling financial assets
iii) Other Business Models: Resulting in classification of financial assets as FVTPL

Debt instruments which fail the SPPI test

Equity instruments

the expected frequency, value and timing of sales are also important aspects of the assessment. However,
information about sales activity is not considered in isolation, but as part of an overall assessment of how the Bank's
stated objective for managing the financial assets is achieved and how cash flows are realised.

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or 'stress
scenarios into account. If cash flows after initial recognition are realised in a way that is different from the Bank's original
expectations, the Bank does not change the classification of the remaining financial assets held in that business model,
but incorporates such information when assessing newly originated or newly purchased financial assets going forward.

Securities held for trading are held principally for the purpose of selling in the near term or are part of a portfolio of
financial instruments that are managed together and for which there is evidence of a recent actual pattern of short-term
profit-taking. These securities are classified in the 'other' business model and measured at FVTPL.

Securities held for trading are held principally for the purpose of selling in the near term or are part of a portfolio of
financial instruments that are managed together and for which there is evidence of a recent actual pattern of short-term
profit-taking. These securities are classified in the 'other' business model and measured at FVTPL.

As a second step of its classification process, the Bank assesses the contractual terms of financial assets to identify
whether they meet the SPPI test. for the purpose of this test is defined as the fair value of the financial asset at
initial recognition and may change over the life of the financial asset (for example, if there are repayments of principal or
amortisation of the premium / discount). The most significant elements of profit within a financing arrangement are typically
the consideration for the time value of money and credit risk. To make the SPPI assessment, the Bank applies judgment
and considers relevant factors such as the currency in which the financial asset is denominated, and the period for which
the profit rate is set. Where the contractual terms introduce exposure to risk or volatility that are inconsistent with basic
financing arrangement, the related financial asset is classified and measured at FVTPL.

The Bank holds a portfolio of debt instruments that failed to meet the 'solely payments of principal and profit' (SPPI)
requirement for amortised cost and FVOCI classification under IFRS 9. These instruments contain provisions that, in
certain circumstances, allow the issuer to fully convert the instrument into common shares or the issuer can also exercise
the call option with prior approval of the SBP. This clause breaches the criterion that profit payments should only be
consideration for credit risk and the time value of money on the principal. As a result, these instruments, were classified as
FVTPL.

the risks that affect the performance of the business model (and the financial assets held within that business model)
and, in particular, the way those risks are managed; and

The Bank measures all equity investments at fair value through profit or loss (FVTPL), except where the Bank's
management has elected, at initial recognition, to irrevocably designate an equity investment at fair value through other
comprehensive income. The Bank's policy is to designate the equity investments as FVOCI when those investments are
held for purposes other than for trading. When this election is used, fair value gains and losses are recognised in the
statement of comprehensive income and are not subsequently reclassified to the statement of profit and loss account,
including on disposal. Impairment losses (and reversal of impairment losses) are not reported separately from other
changes in fair value. Dividends, when representing a return on such investments, continue to be recognised in the
statement of profit and loss account as income when the Bank's right to receive payments is established. 

Equity instruments are instruments that meet the definition of equity from the issuer's perspective; that is, instruments that
do not contain a contractual obligation to pay and that evidence a residual share in the issuer's net assets.

Unquoted equity instruments are measured at fair value. Gains and losses on equity instruments at FVTPL are recognised
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6.1.1.2 Modification of financing

6.1.1.3 Derecognition other than on a modification

(i)
(ii)
(iii)

6.1.2 Financial liabilities

6.1.2.1 Classification and subsequent measurement

6.1.2.2 Derecognition

Has no obligation to make payments unless it collects equivalent amounts from the assets;

The Bank sometimes renegotiates or otherwise modifies the contractual cash flows of financing to its customers. When
the contractual cash flows of a financial asset are renegotiated or otherwise modified and the renegotiation or modification
does not result in the derecognition of that financial asset (that is terms are not substantially different) in accordance with
IFRS 9, the Bank recalculates the gross carrying amount of the financial asset and shall recognise a modification gain or
loss in statement of profit and loss account. The gross carrying amount of the financial asset is recalculated as the present
value of the renegotiated or modified contractual cash flows that are discounted at the financial original effective
profit rate (or credit-adjusted effective profit rate for purchased or originated credit-impaired financial assets). Any costs or
fees incurred adjust the carrying amount of the modified financial asset and are amortised over the remaining term of the
modified financial asset. 

If the terms are substantially different, the Bank derecognises the original financial asset and recognised a 'new' asset at
fair value and recalculates a new effective profit rate for the asset. The date of renegotiation is consequently considered to
be the date of initial recognition for credit loss allowance calculation purposes, including for the purpose of determining
whether a significant increase in credit risk has occurred. Gain / (loss) on derecognition of such financial asset is
recognised in statement of profit and loss account.

Financial liabilities are derecognised when these are extinguished (i.e. when the obligation specified in the contract is
discharged, cancelled or expires).

Collateral (shares and sukuks) furnished by the Bank under due from and due to institutions are not derecognised
because the Bank retains substantially all the risks and rewards on the basis of the predetermined repurchase price, and
the criteria for derecognition are therefore not met.

All financial liabilities are being carried at amortised cost. Financial liabilities can also be designated at FVTPL where
gains or losses arising from entity's own credit rating risk are required to be presented in other comprehensive income with
no reclassification to the statements of profit and loss account. The Bank does not have any financial liability measured at
FVTPL.

The exchange between the Bank and its original participants of debt instruments with substantially different terms, as well
as substantial modifications of the terms of existing financial liabilities, are accounted for as an extinguishment of the
original financial liability and the recognition of a new financial liability. The terms are substantially different if the
discounted present value of the cash flows under the new terms, including any fees paid net of any fees received and
discounted using the original effective interest rate, is at least 10% different from the discounted present value of the
remaining cash flows of the original financial liability. In addition, other qualitative factors, such as the currency that the
instrument is denominated in, changes in the type of profit rate, new conversion features attached to the instrument and
change in covenants are also taken into consideration. 

If an exchange of debt instruments or modification of terms is accounted for as an extinguishment, any costs or fees
incurred are recognised as part of the gain or loss on the extinguishment. If the exchange or modification is not accounted
for as an extinguishment, any costs or fees incurred adjust the carrying amount of the liability and are amortised over the
remaining term of the modified liability.

Financial assets, or a portion thereof, are derecognised when the contractual rights to receive the cash flows from the
assets have expired, or when these have been transferred and either (i) the Bank transfers substantially all the risks and
rewards of ownership, or (ii) the Bank neither transfers nor retains substantially all the risks and rewards of ownership and
the Bank has not retained control.

The Bank enters into transactions where it retains the contractual rights to receive cash flows from assets but assumes a
contractual obligation to pay those cash flows to other entities and transfers substantially all of the risks and rewards.
These transactions are accounted for as 'pass through' transfers that result in derecognition if the Bank:

Is prohibited from selling or pledging the assets; and
Has an obligation to remit any cash it collects from the assets without material delay.

Gains and losses on equity instruments at FVTPL are recognised in the / (loss) on in the statement of
profit and loss account.
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6.1.3 Financial guarantee contracts and letter of credit

-
-

6.1.4 Measurement of the expected credit loss allowance

- an unbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes; 

- the time value of money; and 

-

The Bank has identified basis of ECL computation for following stages:

Stage 1 : No significant deterioration in credit quality of financial asset - 12 month expected credit loss. 
Stage 2 : Significant deterioration in credit quality of financial asset since recognition - lifetime expected credit loss.
Stage 3 : Credit impaired - impairment determined on individual or collective basis over the lifetime.

Performing 1-29 Stage 1
Under-Performing 30-89 Stage 2

Non-performing
Substandard  90-179
Doubtful 180 or more days
Loss  one year or more

reasonable and supportable information that is available without undue cost or effort at the reporting date about past
events, current conditions and forecasts of future economic conditions.

The Bank assesses on a forward-looking basis the expected credit losses ('ECL') associated with all Islamic financing and
related assets and other debt financial assets not held at FVTPL, together with letter of credit, guarantees and unutilised
financing commitments hereinafter referred to as "Financial Instruments". The Bank recognises a loss allowance for such
losses at each reporting date. The measurement of ECL reflects: 

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime expected credit
loss or LTECL), unless there has been no significant increase in credit risk since origination, in which case, the allowance

Classification Days due 
Stage 

allocation 
 Provisions to be made

As per IFRS 9 ECL modelling

Prudential regulation for corporate

The staging guidelines applicable on the Bank has been adopted from the application instructions of IFRS - 9 issued by
the SBP vide its BPRD circular 3 of 2023.

The Bank derecognises a financial liability when its contractual obligations are discharged or cancelled, or expire. The
Bank also derecognises a financial liability when its terms are modified and the cash flows of the modified liability are
substantially different, in which case a new financial liability based on the modified terms is recognised at fair value. 

On derecognition of a financial liability, the difference between the carrying amount extinguished and the consideration
paid (including any non-cash assets transferred or liabilities assumed) is recognised in the statement of profit and loss
account.

Effective profit rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life
of the financial asset or financial liabilities to the gross carrying amount of a financial asset or to the amortised cost of a
financial liability. 

Financial guarantee contracts are contracts that require the issuer to make specified payments to reimburse the holder for
a loss it incurs because a specified debtor fails to make payments when due, in accordance with the terms of a debt
instrument. Such financial guarantees are given to banks, financial institutions and others on behalf of customers to
secure loans, overdrafts and other banking facilities.

Financial guarantee contracts are initially measured at fair value and subsequently measured at the higher of:

The amount of the loss allowance; and
The premium received on initial recognition less income recognised in accordance with the principles of IFRS 15.

The 12mECL is the portion of LTECLs that represent the ECLs that result from default events on a financial instrument
that are possible within the 12 months or remaining maturity after the reporting date. Both LTECLs and 12mECLs are
calculated at individual customer level. 

* Other criteria's have been mentioned in note 47.1.4.

Stage 3
Whichever is higher:
a) IFRS 9 ECL or
b) PR's requirement

Particular
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Definition of default

-

-

-

-

-

-

Write-offs

6.2 Cash and cash equivalents

6.3 Due to / from financial institutions

6.3.1 Musharaka

6.3.2 Wakalah

6.4 Islamic financing and related assets 

6.4.1

The concept of or is critical to the implementation of IFRS 9 as it drives determination of risk
parameters i.e PD and LGD.

The customer is more than 90 days past due on its contractual payments. This implies that if one facility of a counterparty
is defaulted as per the definition; all other facilities would deem to be classified as stage 3.

Cash and cash equivalents comprise of cash in hand, balances with treasury banks and balances with other banks in
current and deposit accounts.

The obligor has sought or has been placed in bankruptcy or similar protection where this would avoid or delay
repayment of the credit obligation to the industry group.

The Bank sells the credit obligation at a material credit-related economic loss. 

The Bank consents to a distressed restructuring of the credit obligation where this is likely to result in a diminished
financial obligation caused by the material forgiveness, or postponement, of principal, profit or (where relevant) fees.

The Bank has filed for the bankruptcy or a similar order in respect of the credit obligation to the
industry group.

Further the following qualitative criteria has been determined for assessment of default:

The Bank considers that the obligor is unlikely to pay its credit obligations in full, without recourse by the Bank to
actions such as realising security (if held).

The Bank makes a charge-off or account-specific provision resulting from a perceived decline in credit quality
subsequent to the Bank taking on the exposure.

In Musharaka, the Bank invests in Shariah compliant business pools of financial institutions at agreed profit and loss
sharing ratio under Musharaka agreements.

SBP vide BPRD Circular No. 3 of 2022 dated 5 July 2022 has prescribed objective basis, based on Days Past Due, for
classification of financing in stage 3. In addition to time based criteria, SBP requires Banks to evaluate and, where
required, subjectively classify or further downgrade classification of financing. ECL of Stage 3 has been calculated based
on higher of either the Prudential Regulations or IFRS 9 at Customer / Obligor / facility level for corporate / commercial /
SME / agri Financing portfolios and at segment / product basis for retail portfolio as prescribed by SBP vide BPRD Circular
Letter No. 16 of 2024 dated 29 July 2024.

The accounting policy under IFRS 9 remains the same as it was under SBP regulations / existing reporting
framework.

In Wakalah, the Bank accepts / places funds from / with financial institutions by entering into Investment Agency
Agreement for the funds to be invested in profitable avenues as / on behalf of the Muwakkil.

Islamic financing and related assets are stated net of credit loss allowance / provision against non-performing islamic
financing and related assets. The amount of general provision is determined in accordance with the relevant regulations
and the management's judgment. Islamic financing and related assets are written off when there is no realistic prospect of
recovery. The policy for credit loss allowance against islamic financing and related asstes is given in note 6.4.3. The Bank
offers various Islamic financing products the details of which are as follows:
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Murabaha

Ijarah 

Istisna 

Tijarah

Diminishing Musharaka

Salam

Running Musharaka

6.4.2

In Running Musharakah financing, the Bank enters into financing with the customer based on Shirkatul Aqd or business
partnership in the customer's operating business. Under this mechanism, the customer can withdraw and return funds to
the Bank subject to his Running Musharakah financing limit during the Musharakah period. At the end of each quarter /
half year the customer pays the provisional profit as per the desired profit rate which is subject to final settlement based on
the relevant quarterly / half yearly / annual accounts of the customer.

In istisna 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 along with the profit realised net of agency fee and incentives is paid to the Bank. 

In Tijarah financing, the Bank purchases specific goods / commodities on cash basis from its customers which is then
onward sold by the customer on behalf of the Bank and on subsequent sale, the financed amount along with profit realised
net of agency fee and incentives is paid by the customer to the Bank.

In Diminishing Musharakah financing, the Bank enters into Musharakah based on Shirkat-ul-mulk for purchasing an
agreed share of fixed asset (e.g. house, land, plant or machinery) with its customers. The customers pay periodic profit as
per the agreement for the utilisation of the Bank's Musharakah share and also periodically purchase the Bank's share over
the tenure of the transaction.

Ijarah assets are stated at cost less depreciation and are disclosed as part of 'Islamic financing and related assets'. The
rental received / receivable on Ijarah under Islamic Financial Accounting Standard - 2 (IFAS 2) are recorded as
income / revenue. The Bank charges depreciation from the date of recognition of Ijarah of respective assets to mustajir.
Ijarah assets are depreciated over the period of Ijarah using the straight line method. Ijarah rentals outstanding are
disclosed in 'other assets' on the Statement of Financial Position at amortised cost. Impairment of Ijarah assets is
determined in accordance with the Prudential Regulations issued by the SBP. The provision for impairment of Ijarah
assets is shown as part of 'Islamic financing and related assets'. 

Salam is a sale transaction where the seller undertakes to supply some specific goods to the buyer at a future date
against an advance price fully paid on spot. The funds disbursed under Salam are recorded as advances against Salam.
On execution of goods receiving note and receipt of Salam, the same are recorded in the statement of financial position as
inventories of the Bank at cost price and after the sale of goods by customer to its ultimate buyers, Salam financing is
recognised.

However, the Diminishing Musharakah financing disbursed under Islamic Temporary Economic Refinance Facility (ITERF)
and under staff financing policy is recorded at fair value on initial recognition discounted at prevailing market rate. The
difference between the fair value of the financial asset and the amount disbursed is recorded as gain / (loss) and
unwinding of income on fair value adjustment is recognised in the statement of profit and loss account. 

In Murabaha transactions, the Bank purchases the goods and after taking the possession, sells them to the customer on
cost plus disclosed  profit basis either in a spot or credit transaction.

Ijarah is a contract whereby the owner of an asset (other than consumables) transfers its usufruct to another person for an
agreed period and for an agreed consideration.

Funds disbursed, under financing arrangements for purchase of goods / assets are recorded as an advance. On
culmination, financing are recorded at the deferred sale price net of profit. Goods purchased but remaining unsold at the
statement of financial position date are recorded as inventories as disclosed in note 6.4.5.
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6.4.3 Credit loss allowance / provision against non-performing Islamic financing and related assets

6.4.4 Ijarah assets

Islamic financing and related assets are written off when there is no realistic prospect of recovery.

6.4.5 Inventories

6.5 Investments

6.5.1 Regular way contracts

6.6 Property and equipment and intangible assets

6.6.1 Property and equipment

Ijarah financing booked before 01 January 2009 is accounted for as a finance lease whereby assets under Ijarah
arrangements are presented as a receivable at an amount equal to net investment in Ijarah. Unearned income i.e. excess
of aggregate rentals over the cost of the asset is recorded at the inception of the Ijarah and is amortised over the term of
the Ijarah so as to produce a constant rate of return on net investment in Ijarah.

The Bank values its inventories at the lower of cost and net realisable value. 

Islamic financing and related assets are stated net of credit loss allowance / provision held against non-performing Islamic
financing and related assets in accordance with the requirements of the Prudential Regulations and IFRS 9 application
instructions issued by the SBP as disclosed in note 6.1.4 which are charged to the statement of profit and loss account. In
addition to the above the Bank also maintains a general provision in respect of financing against potential losses as may
be present in the portfolio as disclosed in note 11.6.3. This provision is based on management's best estimate and is
approved by the Board of Directors of the Bank. 

The net ECL / provision made / reversed during the year is charged to the statement of profit and loss account and
accumulated ECL / provision is netted off against Islamic financing and related assets. Islamic financing and related
assets are written off when there are no realistic prospects of recovery.

Ijarah financing booked is accounted for as per the requirements of IFAS 2, whereby assets leased out under Ijarah are
depreciated over the term of Ijarah and the related rental income is recognised in the statement of profit and loss account
on an accrual basis after the delivery of asset.

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

Cost of inventories represents actual purchases made by the Bank / customers as an agent of the Bank for subsequent
sale. Inventory against each contract is maintained on specific identification method.

Investments include Federal Government securities, shares, non-Government sukuks, and foreign securities.
Classification and measurement of investments have been disclosed in note 6.1.1.

Property and equipment, other than land, are stated at cost less accumulated depreciation and accumulated impairment
losses (if any). Land is stated at cost.

Depreciation is charged using the straight-line method in accordance with the rates specified in note 12.2 to these
financial statements and after taking into account residual value, if any. The residual values, useful lives and depreciation
methods are reviewed and adjusted, if appropriate at each reporting date. Depreciation on additions is charged from the
month the asset is available for use while no depreciation is charged in the month in which the asset is disposed off.

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

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

An item of property and equipment is derecognised upon disposal or when no future economic benefits are expected from
its use or disposal. Profit or loss on disposal of property and equipment is included in the statement of profit and loss
account.
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6.6.2 Capital work-in-progress

6.6.3 Intangible assets

Gains and losses on disposal are taken to the statement of profit and loss account.

6.6.4 Business combinations and goodwill

6.7 Leasing arrangements

6.7.1 Right-of-use assets

6.7.2 Lease liabilities against right-of-use assets

6.7.3 Incremental fund acceptance rate

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

Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities. Right-of-use assets are depreciated on a straight-line basis over the lease term. The
right-of-use assets are presented within note 13 and are subject to impairment in line with the policy as described
in note 6.17.

At the commencement date of the lease, the Bank recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The Bank determines the lease term as the non-cancellable term of the lease,
together with any periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any
periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised. After the
commencement date, the Bank reassesses the lease term if there is a significant event or change in circumstances that is
within its control that affects its ability to exercise or not to exercise the option to renew or to terminate. The Bank cannot
readily determine the profit rate implicit in the lease, therefore, it uses its incremental fund acceptance rate (incrememntal
borrowing rate) to measure lease liabilities. 

The incremental fund acceptance rate is the rate of profit that the Bank would have to pay to accept its fund over a similar
term, and with a similar security, the funds necessary to obtain an asset of a similar value to the right-of-use asset in a
similar economic environment. 

Intangible assets having finite useful lives are stated at cost less accumulated amortisation and accumulated impairment
losses, if any. Intangible assets are amortised from the month, when these assets are available for use, using the straight
line method. No amortisation is charged in the month of disposal. The residual values, useful lives and amortisation
methods are reviewed and adjusted, if appropriate, at each reporting date. Amortisation rates are specified in note 14.1 to
these financial statements. 

Intangible assets having indefinite useful lives are not amortised 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 indefinite
life continues to be supportable. If not, the change in useful life from indefinite to finite is made on a prospective basis. 

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

Business combinations 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 asset or liability resulting from a contingent consideration
arrangement, if any. Acquisition-related costs are expensed as incurred. Identifiable assets acquired and liabilities and
contingent liabilities 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 assets 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 the statement of profit and loss account.

Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost less accumulated
impairment losses, if any. Goodwill acquired in a business combination is tested for impairment annually or whenever
there is an indication of impairment as per the requirements of International Accounting Standard (IAS) 36, 'Impairment of
assets'. Impairment charge in respect of goodwill is recognised in the statement of profit and loss account and is not
subsequently reversed.
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6.7.4 Short-term leases and leases of low-value assets

6.8 Impairment of non-financial assets

6.9 Non-banking assets acquired in satisfaction of claims

6.10 Deposits

Deposits are generated on the basis of two modes i.e. Qard and Mudaraba.

6.11 Subordinated mudaraba

6.12 Revenue recognition

i)

The Bank applies the short-term lease recognition exemption to its short-term leases of property and equipment (i.e.,
those leases that have a lease term of 12 months or less from the commencement date and do not contain a purchase
option). It also applies the lease of low-value assets recognition exemption to leases that are considered of low value.
Lease payments on short-term leases and leases of low-value assets are recognised as expense on a straight-line basis
over the lease term.

The carrying amount of the assets are reviewed at each statement of financial position date to determine whether there is
any indication of impairment. If such indication exists, the recoverable amount of the relevant asset is estimated. An
impairment loss is recognised whenever the carrying amount of an asset exceeds its recoverable amount. Impairment
losses are recognised in the statement of profit and loss account. An impairment loss is reversed if the reversal can be
objectively related to an event occurring after the impairment loss was recognised.

The non-banking assets acquired in satisfaction of claims are carried at revalued amounts less accumulated depreciation.
The useful lives are reviewed annually and adjusted, if appropriate. These assets are revalued by professionally qualified
valuers with sufficient regularity to ensure their net carrying value does not differ materially from their fair value. Surplus
arising on revaluation of property, if any, is credited to the 'surplus on revaluation of assets' account in the statement of
comprehensive income. Any deficit arising on revaluation is taken to the statement of profit and loss account directly. On
derecognition of the assets, the cumulative gain or loss previously reported in other comprehensive income is transferred
directly to unappropriated profit in the statement of changes in equity. Legal fees, transfer cost and direct cost of acquiring
title to property is charged to the statement of profit and loss account.

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

Deposits taken on Qard basis are classified as 'Current accounts' and deposits generated on Mudaraba basis are
classified as 'Savings deposits' and 'Fixed deposits'. No 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 any profit earned / loss
incurred on those funds are allocated to the equity of the Bank. While the product features of each product differ, there is
usually no restriction on withdrawals or number of transactions in current and savings accounts. In case of fixed deposits,
pre-mature withdrawals can be made as per approved terms only. 

Profits realised in investment pools are distributed in pre-agreed profit sharing ratio between Rab-ul-Maal and Mudarib.
Rab-ul-Maal share is distributed amongst depositors according to weightages assigned at the inception of profit calculation 
period. Mudarib can distribute its share of profit to Rab-ul-Maal as incentive profits (Hiba). 

Profits are distributed from the pool such that the depositors (remunerative) only bear the risk of assets in the pool during
the profit calculation period. In case of loss in a pool during the profit calculation period, the loss is distributed amongst the
depositors (remunerative) according to their ratio of investments. 

interests of the deposit holders. 

A subordinated mudaraba is initially recorded at the amount of proceeds received and subsequently carried at amortised
cost. Profit accrued on subordinated mudaraba is charged to the statement of profit and loss account.

Revenue from contract with customers is earned by the Bank in the form funded and non-funded revenue. Revenue from
contracts with customers is recognised when or as the Bank satisfies the performance obligation, either over time or at a
specific point of time at an amount that reflects the consideration to which the Bank expects to be entitled in exchange for
the services rendered or financing provided to the customers.

Profit on Murabaha (including Commodity Murabaha) is recognised on an accrual basis. Profit on Murabaha
transactions for the period from the date of disbursement to the date of culmination of Murabaha is recognised
immediately upon the later date in line with IFAS requirements. 
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ii)

iii)

iv)

v)

vi)

vii)

viii)

ix)

x)

xi)

xii)

xiii)

6.13 Taxation

Current 

Prior years

This charge includes tax charge for prior years arising from assessments, changes in estimates and change in law. 

Deferred

Provision for current taxation is based on expected taxable income for the year in accordance with the prevailing laws of
taxation. The charge for current tax also includes adjustments to tax payable in respect of previous years including those
arising from assessments finalised during the year and are separately disclosed. The charge for the current tax is
calculated using tax rates enacted or substantively enacted at the reporting date.

Deferred tax is recognised using the balance sheet liability method on all temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and amounts used for taxation purposes. Deferred tax is
not recognised for the temporary differences relating to initial recognition of goodwill and initial recognition of assets or
liabilities in a transaction that is not a business combination and that affects neither accounting nor taxable profits to the
extent that they probably will not reverse in the foreseeable future. 

Profit on Tijarah and Istisna financing is recognised on an accrual basis commencing from time of sale of goods till
the realisation of sale proceeds by the Bank. 

Profit on Sukuk is recognised on an accrual basis. Where Sukuk (excluding FVTPL securities) are purchased at a
premium or discount, those premiums / discounts are amortised through the statement of profit and loss account
over the remaining maturity.

The Bank earns fee and commission income from certain non-funded banking services. The related fee and
commission income is recognised at an amount that reflects the consideration to which the Bank expects to be
entitled in exchange for providing the services. The recognition of fee and commission income depends on the
purpose for which the fees are received. The majority share of the income classified as card related fees (debit
cards), commission on trade and commission on remittances constitutes revenue from contracts with customers. Fee
and commission income is recognised when or as an entity satisfies the performance obligation, either over time or
at a specific point of time. Unearned fees and commissions are included under other liabilities.

Commission on letters of credit, acceptances and guarantees is recognised on receipt basis. Fee and brokerage
income are recognised when earned.

Profit on Musharaka and Wakalah placements are recognised on accrual basis.

Gain or loss on sale / modification of financial assets is included in the statement of profit and loss account in the
period in which they arise. 

Gain or loss on disposal of property and equipment, intangible assets, Ijarah assets and Musharakah assets is taken
to the statement of profit and loss account in the period in which they arise. 

Profit suspended in compliance with the Prudential Regulations issued by the SBP is recognised on receipt basis.
Profit on rescheduled / restructured financing and investments is recognised as permitted by the SBP. 

Rentals on Ijarah contracts are recognised as income on an accrual basis in line with IFAS requirements. 

Profit on Diminishing Musharakah financing is recognised on an accrual basis. 

Profit on Running Musharakah financing is recognised on an accrual basis and is adjusted upon declaration of profit 
by Musharakah partners. 

Income tax expense comprises of current and deferred tax. Income tax expense is recognised in the statement of profit
and loss account except to the extent when it relates to items recognised directly in equity, in which case it is recognised in
equity.
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6.14 Staff retirement benefits

Defined benefit plan 

Defined contribution plan 

6.15 Provisions

6.16 Contingent assets and contingent liabilities

6.17 Credit loss allowance for claims under guarantees and other off-balance sheet obligations

6.18 Foreign currency transactions

Transactions and balances

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they reverse,
based on the laws that have been enacted or substantively enacted by the reporting 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 assets can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced to the extent
that it is no longer probable that the related tax benefits will be realised. 

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

Contingent assets are not recognised, and are also not disclosed unless an inflow of economic benefits is probable.
Contingent liabilities are not recognised but are disclosed unless the probability of an outflow of resources embodying
economic benefits is remote. 

Credit loss allowance for guarantee claims and other off balance sheet obligations is recognised when reasonable
certainty exists for the Bank to settle the obligation. The charge to the statement of profit and loss account is stated net of
expected recoveries and credit loss allowance against off-balance obligations is recognised in other liabilities.

Foreign currency transactions are recorded in rupees at exchange rates prevailing on the date of transaction. Monetary
assets, monetary liabilities and contingencies and commitments in foreign currencies except forward commitments
(promises) are reported in rupees at exchange rates prevalent on the reporting date.

The Bank also recognises a deferred tax asset / liability on the deficit / 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 Taxes'.

The Bank operates an approved funded gratuity scheme for all its permanent employees. 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. The
scheme is regulated under the trust deed and rules of the Fund and is administrated by the trustees nominated under the
trust deed. 

The defined benefit obligation is calculated periodically by an independent actuary using the projected unit credit method.
Remeasurement gain or losses are recognised in other comprehensive income while return on plan assets and interest
cost (net) are recognised in the statement of profit and loss account. 

Further, the Bank is liable under the agreement with third-party contractual staff service provider to reimburse to service
provider all payouts relating to the employees, which inter-alia includes gratuity payments (the benefit). The benefit is
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 gross salary for each completed year of service. The defined benefit obligation is calculated periodically by an
independent actuary using the projected unit credit method. 

The Bank also operates a contributory provident fund for all permanent employees to which each monthly contributions
are made, both by the Bank and the employees, to the fund at a rate of 10 percent of basic salary.
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Commitments 

Translation gains and losses are included in the statement of profit and loss account. 

6.19 Acceptances

6.20 Off-setting of financial assets and financial liabilities

6.21 Share capital and reserves

6.22 Dividend and reserves

6.23 Segment reporting

6.23.1 Business segments

(a) Corporate banking

The appropriation to reserves are recognised in the financial statements in the period in which these are approved by the
Board of directors.

Dividend declared and appropriations, except for transfer to statutory reserve, made subsequent to the reporting date are
considered as non adjusting events and are recorded as a liability in the financial statements in the year in which these are
approved by the directors / shareholders as appropriate.

A segment is a distinguishable component of the Bank that is engaged 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. The Bank's primary format of reporting is
based on business segments. Operating segments are reported in a manner consistent with the internal reporting
provided to the management. Management monitors the operating results of its business segments separately for the
purpose of making decisions about resource allocation and performance assessment.

It includes assets and liabilities of corporate customers including corporate sukuks, project finance, export finance,
trade finance and guarantees.

Income and expenses are presented on a net basis only when permitted by the accounting and reporting standards as
applicable in Pakistan. 

Ordinary shares are classified as equity and are recorded at their face value. Incremental costs directly attributable to the
issue of new shares are shown in equity as a deduction, net of tax, from the proceeds. Discount on issue of shares and
capital support received are shown in equity as a separate reserve.

Forward commitments other than those with the SBP relating to the foreign currency deposits are valued at forward rates
applicable to the respective maturities of the relevant foreign exchange commitments. Forward commitments with the SBP
relating to foreign currency deposit, are valued at spot rate prevailing at the reporting date. Exchange gains and losses are
included in the current year statement of profit and loss account.

Commitments for outstanding forward foreign exchange transactions are disclosed at the rates applicable at the reporting
date. Contingent liabilities / commitments for letters of credit, and letters of guarantee denominated in foreign currencies
are expressed in rupee terms at the exchange rates prevailing on the reporting date. 

Acceptances comprise undertakings by the Bank to pay bills of exchange drawn on customers. The Bank expects most
acceptances to be simultaneously settled with the reimbursement from the customers. Acceptances are accounted for as
on-balance sheet transactions and related balances are disclosed under other assets and other liabilities. 

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial position
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 realise the asset and settle the liability simultaneously.

The business segments within the Bank have been categorised into the following classifications in accordance with the
requirements specified by SBP:
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(b) Commercial and small & medium enterprise (SME) banking

(c) Retail and consumer banking

It includes deposits and branch banking services. It also includes consumer auto and housing financing.

(d) Trading and sales

It includes treasury operations in respect of capital market, money market and other forex related activities.

(e) Others

It includes centralised functions which cannot be classified in any of the above segments.

6.23.2 Geographical segments

Currently, the operations of the Bank are carried out in Pakistan only.

6.24 Earnings per share

6.25 Pool management

Specific pools are operated for:

(a) Funds received from the State Bank of Pakistan under the Refinance Schemes under the Musharaka mode.

(b)

(c) Funds accepted on Mudaraba basis from high net-worth / special deposit customers who demand higher rate of
return on their investments.

The profit of each deposit pool is calculated on all the remunerative assets booked by utilising the funds from the pool
after deduction of expenses directly incurred in earning the income of such pool along with related fee income, if any. The
directly related costs comprise of depreciation on ijarah assets, takaful premium, documentation charges etc. No expense
of general or administrative nature is charged to the pools. No provision against any non-performing asset of the pool is
passed on to the pool except on the actual loss / write-off of such non-performing asset. The profit of the pool is shared
between equity and other members of the pool on the basis of Musharakah at gross level (before charging of mudarib fee)
as per the investment ratio of the equity. The profit of the pool is shared amongst the members of the pool on pre-defined
mechanism based on the weightages announced before the profit calculation period after charging of mudarib fee. During
the year, the Bank has given General Hiba to the depositors of general pools, keeping in view the prescribed guidelines of
Pool Management provided by the SBP and with the approval of the Bank's Resident Shariah Board Member. However,
Hiba are given at the sole discretion of the Bank without any contractual commitment and can be withdrawn or reduced by
the Bank at its sole discretion. 

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

It includes assets and liabilities of commercial and SME clients including project finance, export finance, trade
finance and guarantees.

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

The Bank operates general and specific pools for deposits and inter-bank funds accepted / acquired under Mudaraba and
Musharakah modes. 

Under the general deposits pools, the Bank accepts funds on Mudaraba basis from depositors (Rab-ul-Maal) where the
Bank acts as Manager (Mudarib) and invests the funds in the Shariah Compliant modes of financing, investments and
placements. When utilising investing funds, the Bank prioritises the funds received from depositors over the funds
generated from own sources after meeting the regulatory requirement relating to such deposits.

Funds acquired from Islamic financial institutions for liquidity management under either Musharaka or Wakala
modes.
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Note 2025 2024

7 CASH AND BALANCES WITH TREASURY BANKS

In hand

  Local currency 4,252,359      3,735,364      

  Foreign currencies 779,559         1,071,839      

5,031,918      4,807,203      

With State Bank of Pakistan in

  Local currency current account 17,854,267    11,689,261    

  Foreign currency current account 1,930,773      2,061,980      

7.1 19,785,040    13,751,241    

With National Bank of Pakistan in

  Local currency current account 798,441         276,577         

  Local currency deposit account -                9                    

798,441         276,586         

Less: Credit loss allowance held against cash and balances with treasury banks (458)              (115)              

Cash and balances with treasury banks - net of credit loss allowance 25,614,941    18,834,915    

7.1

Note 2025 2024

8 BALANCES WITH OTHER BANKS

In Pakistan

In current accounts 100                600                

In deposit accounts 8.1 11,649           133,523         

11,749           134,123         

Outside Pakistan

In current accounts 688,913         1,229,486      

In deposit accounts 8.1 1,023,991      437,321         

1,712,904      1,666,807      

Less: Credit loss allowance held against balances with other banks (64)                (188)              

Balances with other banks - net of credit loss allowance 1,724,589      1,800,742      

8.1

Note 2025 2024

9 DUE FROM FINANCIAL INSTITUTIONS

Musharaka placements 

9.1 & 9.3 14,500,000    -                

Wakalah placements

9.1 & 9.3 1,500,000      1,398,822      

9.2 16,000,000    1,398,822      

Less: Credit loss allowance held against due from financial institutions 9.4 (3,592)           (46)                

Due from financial institutions - net of credit loss allowance 15,996,408    1,398,776      

9.1

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

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

These include local and foreign currency amounts required to be maintained by the Bank with the SBP under the Banking
Companies Ordinance, 1962 and / or stipulated by the SBP. These accounts are non-remunerative in nature.

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

This represents balances in the remunerative accounts maintained with financial institutions.The expected return on these
balances ranges from 2.75% to 4% (31 December 2024: 3.5% to 9.8%) per annum.

- with scheduled bank / financial institution - unsecured

- with scheduled bank / financial institution - unsecured

The effective return on these placements ranges from 10.4% - 10.6% (31 December 2024: 4.5%) per annum. These
balances will mature by January 2026 (2024: January 2025).
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2025 2024

9.2 Particulars of due from financial institutions

In local currency 16,000,000    -                

In foreign currency -                1,398,822      

16,000,000    1,398,822      

9.3 No securities have been held as collateral against placements due from financial institutions.

9.4 Due from financial institutions - Particulars of credit loss allowance

Due from 
financial 

institutions

Credit loss 
allowance

Due from 
financial 

institutions

Credit loss 
allowance

Domestic

Performing Stage 1 16,000,000    3,592             1,398,822      46                  
Under performing Stage 2 -                -                -                -                

Non-performing Stage 3

  Substandard -                -                -                -                

  Doubtful -                -                -                -                

  Loss -                -                -                -                
-                -                -                -                

Total 16,000,000    3,592             1,398,822      46                  

Stage 1 Stage 2 Stage 3 Total

Balance at the start of the year (46)                -                -                (46)                

    Transfer to stage 1 -                -                -                -                

    Transfer to stage 2 -                -                -                -                

    Transfer to stage 3 -                -                -                -                

Implementation of IFRS 9 -                -                -                -                

New financial assets originated or purchased (3,592)           -                -                (3,592)           

Financial assets that have been derecognised 46                  -                -                46                  

Write offs -                -                -                -                

Changes in risk parameters (PDs/LGDs/EADs) -                -                -                -                
Balance at the end of the year (3,592)           -                -                (3,592)           

Stage 1 Stage 2 Stage 3 Total

Balance at the start of the year -                -                -                -                

    Transfer to stage 1 -                -                -                -                

    Transfer to stage 2 -                -                -                -                

    Transfer to stage 3 -                -                -                -                

Implementation of IFRS 9 (17)                -                -                (17)                

New financial assets originated or purchased (46)                -                -                (46)                

Financial assets that have been derecognised 17                  -                -                17                  

Write offs -                -                -                -                

Changes in risk parameters (PDs/LGDs/EADs) -                -                -                -                
Balance at the end of the year (46)                -                -                (46)                

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

2025

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

2025 2024

2024

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

-------------------------------------------------------------- (Rupees in '000) --------------------------------------------------------------
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10 INVESTMENTS

10.1 Investments by type Note

Debt Instruments

Classified / measured at FVOCI

Federal Government securities 10.6.1 91,241,589 -         83,789 91,325,378 95,137,365 -           1,687,928 96,825,293

Non-government debt securities 10.6.3 1,237,384 (132,146) 13,027 1,118,265 25,437,095 (157,049) 337,304 25,617,350

Foreign securities 10.6.4.1 1,388,080 (266) (18,838) 1,368,976 4,135,215 (2,350) (80,463) 4,052,402

93,867,053 (132,412) 77,978 93,812,619 124,709,675 (159,399) 1,944,769 126,495,045

Classified / measured at FVTPL

Federal Government securities 9,631,274 -         (4,464) 9,626,810 47,476 -           222 47,698

Non-government debt securities 10.6.3 100,000 -         -         100,000 100,000 -           -              100,000

9,731,274 -         (4,464) 9,726,810 147,476 -           222 147,698

Equity instruments

Classified / measured at FVOCI

(non-reclassifiable)

Shares

Unlisted companies 10.6.2.2, 10.4 & 10.6.4.2 136,043 -         (48,579) 87,464 135,997 (26,154) -              109,843

136,043 -         (48,579) 87,464 135,997 (26,154) -              109,843

Classified / measured at FVTPL

Shares

Listed companies 10.6.2.1 163,822 -         (116,546) 47,276 227,019 -           (127,653) 99,366

163,822 -         (116,546) 47,276 227,019 -           (127,653) 99,366

Total investments 103,898,192 (132,412) (91,611) 103,674,169 125,220,167 (185,553) 1,817,338 126,851,952

 

10.2 Investments by segments Note

Federal Government securities:

    Ijarah Sukuks 100,872,863 -         79,325 100,952,188 95,184,841 -           1,688,150 96,872,991

100,872,863 -         79,325 100,952,188 95,184,841 -           1,688,150 96,872,991

Shares

    Listed companies 10.6.2.1 163,822 -         (116,546) 47,276 227,019 -           (127,653) 99,366

    Unlisted companies 10.6.2.2 127,929 -         (48,579) 79,350 127,929 (26,154) -              101,775

291,751 -         (165,125) 126,626 354,948 (26,154) (127,653) 201,141

Non Government debt securities 

    Unlisted 10.6.3 1,337,384 (132,146) 13,027 1,218,265 25,537,095 (157,049) 337,304 25,717,350

1,337,384 (132,146) 13,027 1,218,265 25,537,095 (157,049) 337,304 25,717,350

Foreign securities

Non Government debt securities 10.6.4.1 1,388,080 (266) (18,838) 1,368,976 4,135,215 (2,350) (80,463) 4,052,402

Equity securities 10.6.4.2 8,114 -         -         8,114 8,068 -           -              8,068

1,396,194 (266) (18,838) 1,377,090 4,143,283 (2,350) (80,463) 4,060,470

Total investments 103,898,192 (132,412) (91,611) 103,674,169 125,220,167 (185,553) 1,817,338 126,851,952

2025 2024
10.3 Investment given as collateral - at market value

- Ijarah sukuk -         -          

10.4 Particulars of valuation of unlisted shares

Opening carrying amount 109,843 98,127
Impact of foreign exchange 46 (96)
Additons of shares -         11,812

Impact of adoption of IFRS 9 - reversal of provision held against shares 26,154 -          
Impact of adoption of IFRS 9 - revaluation loss (46,015) -          

(19,861) -          
Revaluation loss during the year (2,564) -          
Closing balance 87,464 109,843

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

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

2025 2024

 Cost / 
amortised cost 

 Credit loss 
allowance 

 Surplus / 
(deficit) 

 Carrying value 
 Cost / 

amortised cost 
 Credit loss 
allowance 

 Surplus / 
(deficit) 

 Carrying value 

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

2025 2024

 Cost / 
amortised cost 

 Credit loss 
allowance 

 Surplus / 
(deficit) 

 Carrying value 
 Cost / 

amortised cost 
 Credit loss 
allowance 

 Surplus / 
(deficit) 

 Carrying value 


